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СПИКЕРЫ UREC HOSPITALITY FORUM ’2011

On September 14th at the President 

Hotel took place the annual UREC 

Hospitality Forum, organized by 

the Ukrainian Real Estate Club. 

UREC Hospitality Forum brought 

together about 150 representatives 

of investment, real estate, legal 

and consulting companies, whose 

interests are connected with the 

development of hotel real estate 

segment in Ukraine.

During the Forum were presented 

current issues of the hotel market, 

which on a daily basis face 

hotel developers, management 

companies and consultants. 

Also, the successful strategies of 

companies, major projects of the 

market were presented. Actively 

were discussed the issues of 

government initiatives, its actuality 

to the real needs of today’s 

market. A special attention was 

paid to the development of hotels 

that managed by international 

operators. Also at the forum was 

paid attention to the Ukrainian 

practice of attracting funding, 

the legal intricacies of contracts 

between owners and hotel 

operators.
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UREC Hospitality Forum News

In the fi rst session «The economic 

effi  ciency of the hotel business» that 

was held during UREC Hospitality 

Forum on 14th of September, the 

experts discussed the economic 

effi  ciency of the hotel business, its 

consistency with the expectations 

of players, the adequacy of existing 

realities, noted the positive trends in 

the hospitality segment development 

as a whole and sounded successful 

strategies that allow to work eff ectively 

in a diffi  cult time for the market.

Aleksei Evchenko suggested that 

the involvement of international 

operators to manage the hotels and 

the emergence of new international 

brands will only grow in future. 

According to expert, this is due to 

the fact that the existing hotels of 

international brands on its own 

experience have shown the greatest 

effi  ciency, in comparison with the 

project «without a brand».

Daniel Bilak emphasized attention on the 

fact that the hotel industry - this is not 

the real estate sector, but a part of the 

hospitality industry, respectively, is the 

service sector. Thus, the legal interactions 

between developer and operator are 

specifi c, unlike the interaction in other 

segments of real estate.

For Dejan Djordjevic is diffi  cult to 

identify the most attractive format of 

hotels for the Ukrainian market: «The 

Ukrainian market is underdeveloped 

and only time can give clues and 

indicators». Nevertheless, the expert 

noted that Kiev has enough fi ve-

star hotels and pay attention to the 

development of lower class hotels.

Sebastian Kraemer sounded specifi cs 

of recruitment and training of 

personnel for its own network of 

hotels Reikartz Hotel, about the 

features of network management, 

competition and development of the 

hospitality segment in the regions.

Aleksei Evchenko concluded by 

stressing the importance of market 

participants, players and practitioners 

consolidation in formation of the 

legislation and to fi ght for laws and 

regulations that incentive not only 

real estate development but hotel 

segment in particular.

Kiev has already enough 5 star 

hotels and it is worth developing 

a lower class hotel projects. Dejan 

Djordjevic, Managing Director of the 

Hospitality Business at ESTA Holding 

drew his attention to this fact in 

the UREC Hospitality Forum, which 

was held on September 14th in the 

President Hotel

Especially popular 5 star hotels were 

in Eastern Europe and the former 

Soviet Union in 2000-2001. Was 

no exception and for Kiev. Experts 

attribute this fact to the rapid 

development of business contacts in 

similar economic conditions. Luxury 

hotels in this case were oriented on 

the travelers’ business, preferring the 

familiar brands and expensive hotels. 

Also, the rapid emergence of 5 star 

hotels was explained by experience 

of local businessmen who have been 

abroad.

At the present time and in the 

future, as noted by Dejan Djordjevic, 

market demand is changing in the 

direction of increasing demand for 

3 and 4 star hotels. In addition, in 

the near future, according to expert, 

all the more Ukraine will be visited 

by tourists who will be looking for 

accommodation at an affordable 

price.

The same opinion is shared by 

another expert in the field - Daniel 

Bilak. According to him, the most 

promising for Kiev is 3 star hotel. In 

addition to attracting foreigners to 

Ukraine, they will be oriented on 

the domestic market, on Ukrainian 

clients. This fact was noted by 

developers and banks, which will 

finance such projects, rather than 

expensive luxury hotels.

The important point for hotels 

with a small amount of stars, 

as emphasized by Daniel Bilak, 

remains the choice of sites for 

hotel construction. In this regard, it 

supported by President of Double 

W Vladimir Goraschenko. «1, 2, 3 

star hotels - this is very interesting 

and promising industry, but such 

projects must have a suitable site, 

with a corresponding cost. The 

reality is that in Kiev, in contrast to 

European cities (Warsaw, Budapest 

and Prague), the price of land 

is several times higher. To build 

the hotels of a lower-class is not 

profitable. But in all other things 

being equal, for these hotels is a 

great future, with such projects 

ready to work the local banks» 

- summed up the head of the 

Double W.

Among other topics of the UREC 

Hospitality Forum also voiced the 

prospects of the hotel market 

in Ukraine, economic effi  ciency, 

development of business in the 

challenging times of crisis, the basic 

principles of interaction between all 

players in this market segment.

Number of new international brands 
in the hotel segment will grow

On September 14th during the annual 

UREC Hospitality Forum that was 

organized by the Ukrainian Real 

Estate Club, Sebastian Kraemer, chief 

operating offi  cer of Reikartz Hotel 

Management, noted that «increasing 

of competition helps to raise the 

professional level of players».

The fact that the high level of 

professionalism among all who work 

in the hospitality industry is a key to 

success of the industry as a whole 

was agreed by all participants at 

the forum. Many metropolitan and 

regional projects have remained 

non-implemented in life because 

of their unprofessional approach to 

realization.

Daniel Bilak, a partner at CMS Cameron 

McKenna, the head of the practice 

of real estate and construction in 

Ukraine, pointed out that the help 

of professionals is needed not only 

for a particular stage of the project, 

but from the very beginning, with 

the design and understanding of the 

structure and features of the hotel 

business.

Experts drew attention to the fact 

that professionalism should be the 

hallmark of not only top-management, 

but all the staff  involved in service of 

hotel. Mr.Bilak said that local operators 

currently lose in this respect, according 

to international hotel chains.

In turn, Sebastian Kraemer said that 

it is very diffi  cult to fi nd, especially in 

the regions of Ukraine. To this end, 

the company has created its own 

school for high-quilted specialists of 

the network. «We are creating own 

international brand, along with others 

who have to make their own decisions. 

This makes us unique» - said Mr. 

Kraemer.

The company does not operate in an 

elite segment of luxury by developing 

3 and 4 star hotels. But Mr. Kraemer 

said that «excellent 4 star hotel is 

better than a good 5 star».

An expert said that the company has 

its own methods of work regarding 

the occupancy of the hotel. In Reikartz 

prefer to lease less rooms, but at a 

higher price than to lease rooms at 

unreasonably low price in order to 

increase occupancy of hotels.

Sebastian Kraemer also said that the 

company plans to open three hotels 

in Kharkiv, Zaporizhzhya and Mariupol 

before the end of the year.

Reikartz Hotels & Resorts are located in 

major towns and attractive resorts of 

Ukraine. Network includes 10 hotels, in 

line with European standards

The most promising hotel segment in Ukraine is 4, 3, 2 star 

Market experts of hotel real estate would like to see more 
international operators in the regions of Ukraine

Speakers of the fi rst session

Managing Director of the Hospitality Business at 

ESTA Holding Dejan Djordjevic

Chief operating offi  cer of Reikartz Hotel 

Management Sebastian Kraemer
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UREC Hospitality Forum News

During the second session of the 

forum «Ways of raising fi nance 

in the hotel segment: Ukrainian 

experience», experts discussed the 

basic requirements for hotel projects 

from banks, creditors, and the 

prospects and diffi  culties of attracting 

funding during and after the crisis, as 

well as models and strategies to raise 

funds for realization of the projects 

in this segment. Speakers of the 

Forum raised the issue of investment 

attractiveness of the hotel business in 

Ukraine in general.

Alex Slesar outlined general trends 

and sentiments in the investment 

market of Ukraine in the hospitality 

segment. According to the expert, 

this market attractive to foreign 

investors, especially in terms of 

return on projects, unlike other 

European capitals, in Kiev there is 

a fairly high (65%) occupancy of 

hotels at a relatively high price of 

accommodation. Interesting for 

investors may be projects in the last 

stage of construction, as well as ready 

Soviet hotels.

On the other hand, constrain factors 

for investment companies are the 

negative trends in macroeconomics, 

the gap in expectations of investors 

and the pricing. Investors also feared 

the sharp overfl ow of the hotel 

market, as it happened in Warsaw and 

Yekaterinburg. Reluctantly, according 

to experts, companies will invest in 

projects at the stage of «pit».

Noted in the fi rst half of 2010 the 

restoration of the hotel business, as 

noted by Alex Slesar, was imaginary: 

the good performance was the result 

of increasing population density in 

hotels, while reducing prices to a 

minimum. Objectively, the growth of 

rates, to date, is still very slow.

Daron S. Rose added that before the 

global fi nancial crisis, it was enough 

investors wishing to come to the 

Ukrainian market. Now the main 

lenders of hotel projects are banks, 

for which important practical aspects 

of the project: market research, 

functionality, competent fi nancial 

structuring, etc., but not only the 

existing interim agreement with the 

international hotel operator (LOI). Also 

an important role is still played by the 

location of the hotel.

Andrei Brynzylo said the basic 

conditions under which the bank is 

willing to work with hotel projects, 

such as a stable cash-fl ow model of 

the project (including the parameters 

LTC*, LTV**, DSCR***) and the 

excellent reputation of the owner. 

The project budget should take into 

account all elements of development 

and meet the requirements of the 

hotel operator. The project must 

also be defi ned risk sharing with 

the operator (guarantees of sales 

or mortgage payments and / or 

subordination of commissions). 

It is also important to have a 

general contractor that already has 

experience in the construction of 

hotels.

Vladislav Bayraka confi rmed that 

for the bank is not as important 

agreement between the operator 

and owner of the hotel, although 

such agreement increases the 

chances of obtaining the necessary 

credit. In general, binding conditions 

for the loan remains the insurance 

and expert assessment of building 

volumes, its correspondence the 

amount requested from the bank.

Yuriy Kryvosheya expressed 

confi dence that the developer should 

take the lead, and then in the process 

of project implementation can be 

changed lawyers, the operator, and 

even refi nancing. The main thing - do 

not stop, and look for an approach 

to each investor individually. To 

all, a strong owner in itself is more 

attractive for the bank, and he is 

the main guarantor of successful 

realization of the project to life.

Anton Adrianov noted that during the 

project implementation the owner 

should begin to cooperate with the bank 

at the stage of project development. 

Commenting on the impact of the 

contract with a major operator in the 

issuance of the loan to the owner, the 

expert pointed out that although this is 

not an absolute guarantee of the loan, 

but still has a role in this process as such 

a contract reduces the risks of the bank 

and divided them between the owner 

and the operator.

Andrei Pivovarsky, speaking on 

the topic of new models to attract 

funding in the hotel business, 

explained that such a tool as Private 

Placement perfectly worked before 

the crisis, now experts in this fi eld are 

behaving much more cautiously and 

calculate all possible risks. On such a 

complecated instrument like an IPO in 

Ukraine is still too early to speak, since 

it involves the use of large amounts 

of capital and will work only with the 

appearing on the Ukrainian market of 

its own hotel chains.

* loan to cost; 
**  loan to value; 
***  debt service coverage ratio

Despite existing problems the hotel business in Ukraine is still 
attractive for investment and crediting 

All participants of the hotel real 

estate market should take an active 

part in shaping legislation in this 

area and propose concrete initiatives 

- draw attention managing partner 

of ArtBuild Hotel Group Aleksei 

Evchenko, speaking on September 

14th in Kiev at UREC Hospitality 

Forum.

According to expert, developers 

and other participants of the 

hotel market are partly to blame 

themselves for this lamentable 

state of aff airs. Realizing that 

existing building norms, sanitary 

and fi re requirements are outdated 

and largely do not correspond to 

modern realities, market participants 

continue to comply with them, not 

putting virtually eff orts to change 

something.

Aleksei Evchenko urged all players to 

fi ght this absurd situation manageable 

through participation in legislation. 

«You must gather, discuss and make 

certain legislative initiatives coming out 

of our practical work, of the problems 

we are facing in their professional 

activities each day - said the expert. - 

The effi  ciency of the hotel depends on, 

in the fi rst place, how you build it, how 

educated and smart is your project».

Speaking about the mandatory 

categorization of hotels, forum 

speakers were confi dent that 

this initiative has its positive side.  

Appropriate changes that were made 

to the law «On tourism» can give 

impetus to the reorganization of the 

old Soviet era hotel fund. Because the 

categorization enables hotels of Class 

3 *, 4 * and 5 * get an exemption 

from income tax for 10 years, hotels 

in Ukraine will seek to modernize, 

«tighten» its level, which in general 

will improve the quality of hotel 

services in Ukraine.

Commenting on the law on 

mandatory categorization of 

hotels, Aleksei Evchenko noted 

that «the market is generally 

welcome its appearance, but 

you must take an active part in 

discussing and shaping those 

standards that will form the 

basis for categorization. Own 

initiatives need to be made. A 

good opportunity in this regard 

may be the joint work of the Legal 

Committee, organized by Ukrainian 

Real Estate Club. Useful work is 

making at the meetings of the 

Committee, collaborate people 

who are directly involved in real 

estate and know about the internal 

problems of the market firsthand».

«To change the situation for the 

better - it is necessary to act» - 

summed up Aleksei Evchenko.

Professional hotel real estate market should not stand aside 
from the development of laws

Speakers of the second session

Managing partner of ArtBuild Hotel Group 

Aleksei Evchenko
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UREC Hospitality Forum Market Review

Hotel market in Kyiv: current status and dynamics of development

 Main hotels in Kyiv

NEW NUMBER OF ROOMS

         5-Star Category

Name Location Date of commission
Number 
of rooms

Premier Palace
5-7/29,  Tarasa Shevchenko 
Boulevard 

2001 – fi rst phase, 
2005 – second phase

289

Opera 
(boutique hotel)

53, Bohdana Khmelnitskho 
Street

2006 136

Hyatt Regency Kyiv 5, Alla Tarasova Street 2007 234

InterContinental 2A, Velyka Zhytomyrska Street 2009 272 

4-Star Category

Radisson Blu 22, Yaroslaviv Val 2005 255

Podol Plaza
(Boutique hotel)

7A, Konstantinovskaya Street 2006 57

Riviera 25, Sagaidachnoho Street 2007 79

Diarso 5, Velyka Kiltseva Street 2008 62

3-Star Category

Kazatskiy stan 18 km of Borispol road 2008 67

Bakkara 1, Venetian Island 2009 200

Ibis 25, Shevchenko Boulevard 2011 212

RENOVATED NUMBER OF ROOMS 

4-Star Category

Name Location
Number 
of rooms

President hotel 12, Hospitalna Street 322

Dnipro 1/2 Kreschatyk Street 186

Natsionalniy 5, Lipskaya Street 75

3-Star Category

Bratislava 1, Malishka Street 335

Salute 11B, Ivana Mazepy Street 90

Lybid 1, Peremogy Square 273

Rus Hotel 4, Hospitalna Street 450

Kreschatik 14, Krescatik Street 130

Kazatskiy 1/3, Mikhailovskaya Street 131

MAJOR HOTEL PROJECTS IN KYIV, 
SCHEDULED FOR COMMISSIONING IN 20112013

5-Star Category 

Name Location
Scheduled date for 
commissioning

Number 
of rooms

Fairmont Grand 
Hotel Kyiv

1A, Naberezhno-Kreschatitskaya 2011-2012 257

Hilton
28-30, Tarasa Shevchenko 
Boulevard

2012 257

Swissotel Kyiv Sholudenko Street 2012-2013 513 

Sheraton 55, Velyka Vasylkivskav Street 2012 ~150

4-Star Category  

Cosmopolite 6, Getmana Street 2011 160

Predslavinskiy 35, Predslavinska Street 2011 275

Holiday Inn 79, Antonovicha Street 2012 210 

Renaissance 24/39 Prorizna Street 2012 180

Park Inn Vozvizhenska Street 2013 230

Mercure Andreevskiy spusk 2013 180

3-Star Category
Conference Park 
Hotel

8, Yakira Street 2012 79

Ramada 101A, Stolichna Highway 2012 325 

Source: ABHG

Major existing and declared global hotel brands, Kyiv

Brand Hospitality group
Hotel 
class

Year of opening

Radisson Blu Rezidor Hotel Group 4 2005

Hyatt Hyatt Hotels Corporation 5 2007

InterContinental InterContinental Hotels Group 5 2009

Ibis Accor Group 3 2011

Best Western Plus Best Western International 4 2011*

Fairmont Fairmont Raffl  es Hotels International 5 2012*

Best Western Best Western International 3 2012*

Renaissance Marriott International 4 2012*

Hilton Hilton Hotels Corporation 5 2012*

Sheraton Starwood Hotels and Resorts 5 2012*

Holiday Inn InterContinental Hotels Group 4 2012*

Swissotel Fairmont Raffl  es Hotels International 5 2012-2013*

Ramada Windham Hotel Group International 3 2012*

Mercure Accor Hospitality Group 4 2013*

Park Inn Rezidor Hotel Group 4 2013*

* – Forecast

Hospitality market review was specially made by ArtBuild Hotel Group

The professional hotel real estate market in Kyiv is approximately 10 years old*. 

It began to develop in the early 2000s with the implementation of a 5-Star project in Kyiv, 

Premier Palace. Until that time, the hospitality market was provided for exclusively by old 

inventory, the majority of which was built during Soviet times and do not meet today’s 

modern standards. 

The market for quality hotel room stock in Kyiv is slowly beginning to take form. The fi nancial 

crisis of 2008-2009, called for the completion of many hotel projects to be suspended due 

to the lack of fi nancial support. In 2010, the situation began to gradually recover, and as of 

September 2011, construction / fi nishing operations are now being conducted on a range 

of properties, many of which are likely to be completed in time for the European Football 

Championship in 2012. If in 2013 all hospitality projects that have been announced under 

development will be completed, then the number of rooms in Kyiv’s quality hotel stock will 

increase by more than 2 times. 

KEY FEATURES OF THE CAPITAL HOTEL MARKET 

1) Extremely low level of current hotel development: approximately 3 rooms per 1000 

persons (considering the entire number of room stock in Kyiv). In regards to this indicator, 

Kyiv is at the bottom of the list when comparing with other European capitals, where there 

are 8-10 rooms per 1000 people. 

2) Lack of unifi ed standards of quality. Many of Kyiv hotels do not have a specifi c category or 

rating, but just have a certifi cate for the provision of accommodation services. Often hotels 

that advertise a “star” rating, fall short of adhering to international standards of quality in 

order to reach the same rating in a European country. 

3) A small number of hotels are members of a globally recognized hotel chain (only 

4 currently open in Kyiv - Hyatt Regency Kyiv, InterContinental / 5 star /; Radisson Blu Hotel 

Kyiv / 4 star /, Ibis / 3 star). 

4) High ADR as compared to Europe supported by various barriers to entry, a generally 

unsaturated market and low competition. In September 2011, the average price for 

a «standard» room in a 3 star hotel in Kyiv is $ 95, 4 star - $ 280, 5 star - $ 415. 
* Note: The survey took into account accommodation facilities and projects of category 3, 4 and 5 star of 50 or more rooms in total. 

CAPACITY AND STRUCTURE OF THE NUMBER OF ROOMS IN KYIV 

According to various estimates, Kyiv has approximately 100 hotels properties with a total 

room count of about 8,000. This statistic takes into account all existing hotels in the capital, 

including both certifi ed and non-certifi ed properties, but does not represent the actual 

situation in the hotel market. Today, the hotel segment is clearly divided into three 

categories: 

1) New hotels, which were commissioned after 1991 and correspond to modern 

standards of hospitality. In total, this is 11 hotels of category 3, 4 and 5 star collectively 

forming 1863 rooms (taken into consideration hotels which contain over 50 rooms). 

2) 3- and 4-star hotels, built in Soviet times, post some sort of renovation carried out 

between 2000-2011. This category includes 12 hotels forming 2724 rooms collectively. 

3) Segment of 1-3-star hotels of old room stock, which have not undergone renovation. 

The vast majority of hotels belonging to this group (approx. 40 hotels collectively forming 

2630 rooms) are in need of total reconstruction and implementation of modern services & 

standards.

Source: ABHG

THE DYNAMICS OF ENTRANCE THE MARKET LARGE FOREIGN HOTEL CHAINS THE DYNAMICS OF ENTRANCE THE MARKET LARGE FOREIGN HOTEL CHAINS 

 The fi rst hotel, part of the international hotel chain - Radisson SAS (now - Radisson Blu)  The fi rst hotel, part of the international hotel chain - Radisson SAS (now - Radisson Blu) 

– was opened in Kyiv in 2005 and for several years was the only hotel in Ukraine under a – was opened in Kyiv in 2005 and for several years was the only hotel in Ukraine under a 

globally recognized hotel operator. globally recognized hotel operator. 

Today we can clearly see a tendency among hospitality developers of 3-4-5 star properties Today we can clearly see a tendency among hospitality developers of 3-4-5 star properties 

showing interest in pursuing partnerships with leading international brands in various forms showing interest in pursuing partnerships with leading international brands in various forms 

of cooperation including full management contract, licensing, & franchising). When taking of cooperation including full management contract, licensing, & franchising). When taking 

into account current projects that are on track to be completed, approximately 15 globally into account current projects that are on track to be completed, approximately 15 globally 

recognized hotel brands should be present in Kyiv by 2013recognized hotel brands should be present in Kyiv by 2013..

Ratio between new, renovated Ratio between new, renovated 
and old room stock in Kyivand old room stock in Kyiv

Market share of 3, 4, 5-star Market share of 3, 4, 5-star 
of new hotel properties in Kyiv of new hotel properties in Kyiv 

Growth of hotels opening or belonging Growth of hotels opening or belonging 
to international hotel chains and groups to international hotel chains and groups 

Growth of new room Growth of new room 
stock in Kyivstock in Kyiv
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UREC Hospitality Forun Interview

Vertex Hotel Group was founded in 2009, but it 

has already implemented several successful hotel 

projects in Ukraine. Now in company’s portfolio 

there are four projects in various segments of 

the hotel real estate. Why the company chose 

the development of hotel real estate, why it is 

necessary to work with international brands, 

which factors hinder the development of the 

industry and what are the future plans of the 

company, tells Irina Pshenna, CEO of Vertex Hotel 

Group.

Irina, tell us what projects the company Vertex 

Hotel Group has implemented as a developer? 

How many hotel objects are managed by Vertex 

Hotel Group?

Under management of Vertex Hotel Group was 

implemented and commissioned the project of the 

Bristol hotel (formerly hotel Krasnaya, Odessa). As a 

result of reconstruction of the building facades and 

parts of the building of historical value have been 

saved and recovered from the available archival 

documents. The hotel is an example of luxurious 

architecture and modern-operating building with the 

latest technology and hospitality technology at the 

same time.

Today under management of the company is 

conducting the reconstruction of the operating hotel 

President Hotel (Kiev). In the result of reconstruction 

will be improved design and equipment of the 

rooms and all the exploited class of engineering 

systems. Reconstruction works in the conference 

centre halls and restaurants have been already 

carried out. Until the end of 2011 is planned to fi nish 

the reconstruction of the entrance and lobby of the 

object, resulting in a hotel at 1000 sq. m there will 

be an additional restaurant, a karaoke club and a 

fi tness-spa.

Also under running Vertex Hotel Group there are 

hotels London and Passage in Odessa. We actively 

work on reconstruction of these projects.

Your company plans to attract an international 

operator to manage the hotels, President-

Hotel and Bristol. With what operators are you 

spending the negotiations? Why your company 

went the way of working with international 

hotel brand?

At the moment, our company is negotiating with 

two international operators about franchise hotel 

management Bristol and President Hotel. The names 

of the operators I would not want to announce 

before the signing of preliminary contracts.

Vertex Hotel Group is an investment company, and 

we are actively monitoring all tendencies in the 

hotel market of Ukraine. We understand that with 

the further development of the market, recognition 

of the Ukrainian foreign buyer of the product lies in 

the international hotel brand. On the other hand, the 

advantage of our company is the ability to conduct 

the hotel business in the realities of Ukrainian 

business mentality. Therefore, international operators 

are considering today, the cooperation with us as a 

parity partner in the franchise contracts, where both 

sides can give each other quite powerful values and 

the rapid coverage of the Ukrainian market.

Why did Vertex Hotel Group choose the 

development of this hotel segment? After 

all, if the hotel segment is so interesting 

to developers, then why do we observe 

such a slow formation of the market and its 

participants?

Vertex Hotel Group was formed in 2009 during the 

global fi nancial crisis. The real estate market was 

seriously damaged. On the one hand – due to a lack 

of debt fi nancing, with another – due to reducing 

the consumption of services and real estate demand. 

We need to fi nd such a strategy of the game on the 

market in which we objectively winning compared to 

competitors. Therefore, we chose a strategy of hotel 

segment in the upcoming Euro 2012 championship. 

Moreover, if many developers stick to the strategy 

of building from scratch, spending huge amounts 

of money for the project, we went by the way of 

reconstruction the ready-made objects, generating 

monthly cash fl ow. And in the fact that projects are 

successful, the main role belongs to the professionals 

that work in our company.

There are a huge number of hotel formats in the 

world (business hotels, spa, resorts, convention 

hotels, apart-hotels). Ukrainian hotel market 

still uses a few options. How do you think, what 

formats will be of interest to Ukrainian market, 

in which segments, in which cities, and what 

format is missing?

Of course, the Ukrainian market will be interesting to 

all of the above formats, depending on the location 

of the object. This is the work of professional niche 

marketing industry. It’s a shame to see perfectly 

implemented hotel products in totally unsuitable 

locations. I am always sad to talk with the owners 

of these investments: don’t want to disappoint the 

man who put a lot of money and time in the project, 

which is objectively never work fully because of a 

conceptual error in the beginning. In my opinion, the 

Ukrainian market today is developing the standard 

way of business formats for several reasons. First, the 

lack of qualifi ed specialists in the property market 

who are able to develop new formats for the market. 

Second, the possibility of developing a particular 

format by international hotel operators, according to 

their strategies for the development of a new market.

Who are the main clients of hotels and forms 

the main income (foreigners and Ukrainians, 

businessmen, tourists in percentage ratio)?

All of these segments, depending on the format of 

the hotel. It will be unprofessional to speak about 

percentage since for each product (there are four 

of them in the portfolio of Vertex Hotel Group) the 

segmentation is absolutely diff erent.

It is known that abroad there is a practice of 

an open analysis of hotel operators regarding 

the main indicators of hotels. All experts 

understand how this information is important 

and useful. They allow you to monitor the 

market, for investors - to make decisions, for 

a manager - to adjust the daily work of the 

hotel, etc. Are you interested in receiving 

this information? Are you ready to share that 

information? Yes / no, why?

This practice exists in Ukraine, but currently only 

in a segment of fi ve-star hotels. This is a special, 

purchased by the hotel, a software product that 

provides an opportunity to see the main indicators 

of its own activities and work of competitors 

on a daily basis online. STR-report prepares 

international marketing company, Smith Travel 

Research, that «open» a city if there is a presence 

of at least three competitors in the segment. We 

look forward to see in Kiev commission of another 

4-star hotel, except Radisson and President Hotel 

to make informational open a segment where we 

operate. In the records are taken the hotels with a 

large number of rooms.

What factors hinder the development of hotel 

real estate segment in our country?

The main factor preventing the development of 

hotel real estate in our country, I believe, is the lack of 

available land supply in suitable locations, which may 

be acquired by Western buyers. And also a lack of 

experience in the development of hotel facilities by 

Ukrainian market players.

How has changed the investment attractiveness 

of the hotel segment for the developer / 

investor in comparison to pre-crisis period?

On the eve of Euro 2012, the Government of our 

country is doing everything possible to increase 

the interest of domestic and foreign investors 

in the hotel segment of real estate. Definitely 

the investment attractiveness increase from 

this. However, these steps have not led to an 

increase in real players in the market of hotel real 

estate development and investment. And the 

reason I see again in an insufficient number of 

professionals.

Tell us about the company’s plans for the 

development of hotel business for the next 5 

years? Does the Vertex Hotel Group developing 

new hotel facilities as developer?

Plans of Vertex Hotel Group - is development of 

our network by further development of hospitality 

objects in major cities of Ukraine. The priority of 

which are Kiev, Odessa, Lvov. Also, the company 

plans to manage hotel facilities for foreign investors 

through leasing agreements. And one of the key 

objectives of the company over the next 5 years – 

IPO of the company.

What are the main threats you see to the 

development of hotel real estate market in 

Ukraine (legislation, global crisis, which will 

stop the tourist fl ows, political instability, etc.)?

As a professional, I will call these factors are not 

threatening, but annoying to force majeure. Any 

market is subject to the ups and downs, and the 

task of top managers to create a fl exible business 

management system, capable to react to market 

changes.

IRINA PSHENNA: IT WAS NECESSARY TO FIND A STRATEGY WHERE
BY WE WOULD WIN. AND WE FOUND IT

Irina Pshenna, CEO of Vertex Hotel Group.
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ARTBUILD HOTEL GROUP: 
DEMAND FOR HOTEL REAL ESTATE DEPENDS ON US  
DEVELOPERS, HOTELIERS, GOVERNMENT 

ArtBuild Hotel Group - one of the fi rst companies 

in Ukraine, specializing in hotel real estate fee-

development and consulting. Its activities are 

concentrated in the most relevant and promising 

segment of budget and business-class hotels today 

(2, 3 and 4 star of the budget category, mid-market 

and upper mid-market).

Their views on the state of the hotel market in Ukraine 

and incentives for its development, the legislative 

base in this segment and the prospects for «green» 

building in the hotel property in our country shared 

managing partners of ArtBuild Hotel Group Aleksei 

Evchenko and Daron S. Rose.

How would you characterize the state of the 

hotel market in Ukraine?

Aleksei: Hotel real estate market in Ukraine is 

very promising. Considering only the fact that 

the main room stock of the country – is outdated 

Soviet low-quality hotels that need renovation, 

retrofi tting, new management approaches, 

promotion, etc., the potential for development 

in this segment is quite high. If we talk about the 

market as a whole, we can see a clear trend of 

active entrance of new brands.

Actively began to develop a segment of 3 

star hotels. If it remained without attention 

before, now even appear chains, united by a 

brand. Ukraine has opened its first 3 star hotel 

managed by an international operator – Ibis. 

Our company in 2011 became the official 

representative of Best Western International – 

one of the most famous brands in the segment 

of 3 star.  Therefore, Ukrainian hotel market got 

a good chance to see quality hotel products in 

different classes.

If it were not for Euro 2012, what factors would 

encourage the development of hotel segment 

in our country?

Aleksei: Of course, Euro 2012, as a very ambitious 

and responsible event, is a good incentive for the 

hospitality market. On the one hand, it implies the 

comprehensive development of infrastructure – 

airports, roads, railway stations. On the other – gives 

rise to the emergence of high-quality room stock. 

But hotels in Ukraine will be in demand not only 

in connection with one-time events. We have a 

large transit country, which has an advantageous 

geopolitical location. Today, in Ukraine rapidly 

develop cities, business, domestic and foreign 

tourism. But the tourists needed a safe comfortable 

place where they can receive the expected services 

for sane price. The issue is solely in the capabilities 

of developers to develop the hotel segment and 

with a real state support.

On January 1, 2012 comes into force a law 

on mandatory categorization of Ukrainian 

hotels. How do you evaluate such a move by 

the government, and how it will aff ect market 

development?

Aleksei: In my opinion, this law raises many 

questions. For example, who will certify hotels, how 

professional are these experts, what responsibility 

and who will be responsible for any incorrect data 

and improper certifi cation? Theoretically, of course, 

this law must be, and it should establish a clear 

division of the hotel classes. First and foremost, it is 

important to the fi nal consumer, who, staying at the 

hotel of a certain level, should receive appropriate 

service. But if this law, like many others in our 

country, will have «national» color, then it risks 

becoming a law for the «select few» and will not 

work properly.

Which segment of the hotels is the most 

attractive for investors today?

Aleksei: In developed countries it is considered 

that the 4-5-star hotels repaid faster. However, 

today in Ukraine almost absent quality proposal 

for the average tourist on an adequate price. 

Accordingly, the segment 2, 3 star hotel is 

attractive for development; so many companies 

are considering the possibility of building hotels 

of budget and economy class. However, the 

measure of investment attractiveness of the 

hotel is not the number of stars, but the rate of 

return. Attractive can be 1 star hotel at a rate of 

30% return and the opportunity for three years to 

recoup the investments. It would be better than 

the 5 star hotel with the effi  ciency 8-11% and a 

payback period of 10 years. In absolute numbers, 

of course, a 5 star hotel brings more money. But if 

we’re talking about the investment attractiveness, 

important product, demanded by the end user. 

And the huge role played by location, its size, 

architectural and design decisions, the right 

marketing and pricing, the availability of additional 

services, etc.

One of the services, provided by ArtBuild 

Hotel Group, is a «green» building, creating 

controversial views of market players. Why does 

the company support this environmental trend, 

considering it cost eff ective?

Daron: Property owners in Ukraine are not 

thinking about the «green» building, since the 

further maintenance of the building they usually 

pass on to the end users – the tenants and the 

rumors that are paying their own utilities. Hotel 

guest, staying in the room, also not concerned 

about saving electricity, water, etc. At the same 

time, the cost of resources throughout the world 

and in Ukraine is growing, so the ability to save 

water, electricity and heat – it’s profi t for the owner 

of the property. You can spend $ 400 thousand for 

the installation of the ecological systems within a 

year will save $ 100,000 over fi ve years to return his 

costs and future profi ts.

In 2011 ABHG in partnership with others, acted as 

co-organizer of the Council for Green Building in 

Ukraine (Ukrainian Green Building Council). The 

composition of UAGBC to date consists mainly 

of multinational companies, which have long 

supported the idea of «green» building in other 

countries. One of the goals of our organization is 

to teach the Ukrainian companies to think about 

saving energy and show that it is benefi cial and 

for nature, and for businesses in any segment of 

real estate. For example, the owner of an offi  ce 

building can attract tenants, providing economy 

on utility payments. While in Ukraine, this does 

not refl ect, but at stabilizing the market and more 

serious competition this would be relevant. It is 

equally important to understand that ecological 

construction is not necessarily associated with the 

roof of the building, furnished with solar panels. 

You can install on-site Building Management 

System, which will control all the costs of the 

building, automatically turning off  lights and air 

conditioners when leaving a person from the 

premises.

Aleksei: In Europe, the «green» building and 

responsibility of a man to nature – is a trend. 

Before us, this trend has not yet reached, as we 

have used cheap energy for a long. Now, given the 

signifi cant dependence on energy of Ukraine and 

the steady increase in energy prices, the situation 

will change.

In the structure of ABHG established a 

company in hotel management – ArtBuild 

Hotel Management. What was the reason for its 

creation? Who will lead it?

Aleksei: Our clients often have the means to build a 

hotel, but no idea how to make it a quality product 

and successful business. Therefore there was a 

need for the company, to provide a professional 

management of hotels. After becoming the offi  cial 

representatives of Best Western International in 

Ukraine, we follow the guiding principle – the level 

of projects and services must meet international 

standards. Top manager of ABHM will be a person 

with experience in international hotel chains from 

developed countries, able to create together with 

our team a new quality model that combines the 

Ukrainian mentality and international approaches to 

management.

What are the diffi  culties faced in our country 

in the management of hotels of diff erent 

categories?

Aleksei: In the first place – is Ukrainian 

mentality, the specificity of which is the lack 

of healthy careerism. In developed countries 

there is a sense of responsibility, the weight 

of the recommendations. Slavic person, if 

does not steal, will not survive. Even business 

owners often build a model based on this 

principle. Secondly, the Ukrainian market of 

the hotel property is underdeveloped, there 

Aleksei Evchenko and Daron S. Rose, 

ArtBuild Hotel Group

UREC Hospitality Forun Interview
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are no established contacts with suppliers of 

equipment for hotels, there are problems with 

the quality of the goods, etc. The market is 

under development, with its negative aspects. 

When the market enlarges, structured, there 

will be a clear format, the professional network, 

and then it will be easier to work on it. Third, 

we have no culture of maintenance and 

management of hotels. All those are necessary 

to create «from the scratch».

Are there significant differences in the 

approaches to the management of hospitality 

facilities abroad and in Ukraine? How 

effective are international instruments in our 

country?

Aleksei: The first difference is – this is a basic 

responsibility of the people. In world practice, 

the responsibility of personnel is much higher. 

For our employees, job description - is unworthy 

of attention document, for the west expert 

– a clear course of action. Second – lack of 

understanding the consumer, what should be 

the hotel service, despite the fact that many 

people go overseas. Speaking about specialists, 

our, working abroad, becoming Europeans, and 

Europeans – us. For example, foreign managers 

working in Ukraine, are tempted to take a «roll 

back» because it is a common system of work in 

our country.

What are the plans of the company ArtBuild 

Hotel Group regarding the development of 

budget hotels in Ukraine?

Daron: We are planning to become a leader in the 

segment 2 to 3 star. Given that we have entered 

into an agreement with Best Western International, 

it is a very real plan. In addition to the main activity, 

focused on creating «turn key» hotels, our company 

provides a range of services directly related to the 

hotel project development – marketing research 

and consulting. For the hotel project is particularly 

important as it will be designed and constructed. All 

details must be thought out initially to the smallest 

detail.

Aleksei: We want to create a quality hotel 

product - the emphasis on the word «quality». 

Certainly for us it is important not only to build, 

but to earn. However, we are patriots of our 

country and want to see in Ukraine the European 

quality standards. We want the country to 

develop properly and that it is not considered as 

a wild uncivilized market.

This year your company launches Capital 

Funding Round. What is its purpose? On what 

will be aimed raised funds?

Daron: Capital Funding Round will be launched in 

October 2011. The main objective of the project 

is to attract investments for the construction of 

two 3-star hotels under the brand of Best Western. 

Attracting investment will be implemented 

through Private Placement. Private placement 

– this is the only currently able way to get real 

money from the international investors. Minimum 

package price is $ 50 thousands. The procedure 

will be implemented in the United States through 

the offi  cial U.S. Company, rather than through an 

off shore structure.

In what regions the company plans to develop a 

segment of 3-star hotels?

Aleksei: The development of own hotels we 

begin with Kiev as well as more familiar with 

the specifi cs of the region. However, in general 

development of Best Western International chain is 

no geographical limitation. We are considering two 

completely diff erent objects in Kharkov, Odessa, 

Dnipropetrovsk, on the South Coast. The higher 

quality of budget hotels will be in Ukraine, the 

better it will be.

What investors (domestic or international) 

are most active in the budget segment of 

hospitality real estate?

Daron: For a 3 star hotel situation will be clarifi ed 

in the next three years. We’ll see how the global 

economy stabilizes, who come from foreign 

investors into the Ukrainian market. Over time 

it becomes clear who has decided to develop a 

hotel property – local oligarchs and international 

players in the local partnership. And while, there is a 

minimum percentage of public information, which 

is almost impossible to trace.

Aleksei: Also, now diffi  cult to determine the nature 

of the investments. For example, when enter 

to us investments from Cyprus or Switzerland. 

How do you know, whose money it is – our, or 

international?

What are the main trends in the segment of the 

hotel property will be visible in the near future?

Aleksei: The hotel market is gradually developing. 

Appear and will appear new brands, new formats. 

If the segment will be developed in conjunction 

with the infrastructure of the country, it has great 

prospects. How much will be demanded hotel 

property, depends on us – developers, hoteliers 

and state. That is, on created by us environment to 

maximize the attractiveness of Ukraine in the eyes 

of foreign tourists.

UREC Hospitality Forun Interview

Energy saving systems

New construction technologies 

Software and IT

«Green» building

Innovative concepts 

For more information: +38-044-227-67-53, 
URE Club Organizing Committee. www.ureclub.com NOVEMBER, 23

Real Estate Market 

INNOVATIONSFIRST PROFESSIONAL 
CONFERENCE ABOUT NEW 
TECHNOLOGIES 
ON REAL ESTATE MARKET 
OF UKRAINE!



UREClubDigest #1 8

UREC Hospitality Forum Partners

HOSPITALITY FORUM 

ORGANIZING PARTNER     

TECHNICAL PARTNER    GENERAL SPECIALIZED 

MEDIA PARTNER

WINE PARTNER        

HOSPITALITY PARTNER    RIBBON BADGE PARTNER 

GENERAL PARNTER                                     ORGANIZED BY 

OFFICIAL PARTNERS

MEDIA PARTNERS

SUPPORTERS

PRINCIPAL PARTNER OF URE CLUB EXCLUSIVE PARTNER GENERAL LEGAL PARTNER 


