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Chapter 1: Preseen Material Application 

 

Introduction to the case 

• Flatthall is a publicly listed company, operating 174 residential buildings in Towland. 

• Specializes in subdivided flats for full-time students attending nearby educational 

institutions. 

• Transactions and financial statements are in Towland's currency, the T$. 

• Must comply with International Financial Reporting Standards (IFRS) as per Towlandian 

law. 

• Your role: Financial Manager at Flatthall’s Head Office, focusing on management 

accounting. 

• You report to Susanna Leong, Senior Financial Manager, who in turn reports to the 

Finance Director. 
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Real life companies in this industry: 
 

1. Unite Students (UK) 
 

Unite Students is the largest provider of 
student accommodation in the UK, listed on 
the London Stock Exchange. It owns and 
operates high-quality, well-located 
residences close to universities in key cities. 
The company focuses on building safe and 
secure living spaces that offer communal 
study areas, social spaces, and high-speed internet. Unite Students is known 
for its commitment to student well-being and sustainability. 

2. American Campus Communities (USA) 
 

Based in the United States, American 
Campus Communities is the largest 
developer, owner, and manager of high-
quality student housing communities. 
Listed on the New York Stock Exchange 
until it was acquired by Blackstone in 
2022, it operated a wide range of on-campus and off-campus student housing 
that emphasizes academic success and community engagement. Their 
properties typically include a variety of amenities, from fitness centers to 
study lounges. 

3. GCP Student Living plc (UK) 
 

GCP Student Living plc was the first real 
estate investment trust (REIT) focused on 
student residential assets listed on the 
London Stock Exchange. Targeting 
properties in and around London, the 
company aims to provide modern, stylish 
living environments conducive to academic 
and personal growth. GCP Student invests in properties with high occupancy 
rates, located near major educational institutions, offering a mix of studios 
and shared apartments with comprehensive amenities. 
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Shareholders and Dividend Policy in such companies: 
 
1. Unite Students (UK)  

• Major Shareholders: Institutional investors often 
dominate the shareholder base, including pension 
funds and investment firms. For example, Unite 
Students has seen significant investments from entities 
like BlackRock, Vanguard, and Legal & General. These 
large investors seek stable returns and may influence 
corporate governance and strategy. 

• Dividend Policy: Unite Students targets a sustainable and progressive dividend policy, 
aiming to distribute a portion of its recurring earnings while retaining enough capital 
to support ongoing investments and growth. The company’s dividend payouts are 
typically linked to its earnings growth and operational performance, reflecting its 
commitment to delivering shareholder value. 

 
2. American Campus Communities (USA)  

• Major Shareholders: Before its acquisition by 
Blackstone in 2022, American Campus 
Communities had a similar shareholder structure, 
with major institutional investors and mutual 
funds holding significant stakes. Shareholders 
valued the company for its consistent performance and strategic growth in the 
student housing sector. 

• Dividend Policy: American Campus Communities had a policy of providing dividends 
that aligned with its funds from operations (FFO), a common metric in the real estate 
industry to assess cash flow. This policy aimed at balancing growth investments and 
shareholder returns. 

 
3. GCP Student Living plc (UK)  

• Major Shareholders: GCP Student Living's shareholder 
base included a mix of institutional investors, retail 
investors, and investment trusts focused on real estate 
and income generation. Major institutional investors 
would include firms focused on long-term, income-
producing assets. 

• Dividend Policy: GCP Student Living aimed for steady 
dividend growth, supported by the company's rental income and operational 
efficiency. The policy was designed to distribute a fixed percentage of net income, 
ensuring that dividends were both sustainable over the long term and attractive to 
income-focused investors. 

Analysis: 
• Major Shareholders: Across these companies, a common theme is the presence of 

institutional investors who seek stable, long-term returns. These shareholders can 
influence company strategies, especially regarding growth and sustainability 
initiatives. 
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• Dividend Policy: The dividend policies of PBSA companies are generally designed to 
provide regular, attractive returns to shareholders, reflecting the stable and 
predictable income streams from student accommodation assets. These policies often 
aim to balance rewarding shareholders with reinvesting in the business to fund future 
growth. 
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Key Financial Ratios to Manage in this industry: 
 
1. Occupancy Rate 

 
• Typical Range: 95% - 98% 
• High occupancy rates are critical for stable revenue. Rates closer to 100% are 

excellent, indicating strong demand and effective property management. 
 
2. Net Operating Income (NOI) Margin 

 
• Typical Range: 60% - 70% 
• NOI is calculated as total revenue minus operating expenses (excluding financing 

costs). The ……. costs. A higher percentage is favorable, reflecting efficient cost 
management. 

 
3. Loan to Value (LTV) Ratio 

 
• Typical Range: 50% - 70% 
• The LTV ratio shows the level of debt relative to the value of the property portfolio. A 

lower LTV indicates less risk, but companies may operate with higher LTVs to leverage 
growth opportunities. 

 
4. Yield on Cost 

 
• Typical Range: 6% - 8% 
• This ratio measures the annual income from properties against the total cost of 

investment. A higher yield suggests more efficient capital deployment and property 
performance. 

 
5. Interest cover 
Operting profit/Interest expense 

• Typical Range: 1.2 - 2.0 
• This assesses a company's ability to service its debt with its operational income. 

Ratios above 1 indicate that the company generates sufficient income to cover its debt 
obligations, with higher values signifying greater comfort. 

 
6. Capitalization Rate (Cap Rate) 
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• Typical Range: 4% - 6% in prime markets; can be higher in secondary markets 
• The cap rate compares the NOI to the property's purchase price, reflecting the 

investment's yield. Lower rates are common in more stable, low-risk markets, while 
higher rates may be seen in markets with higher perceived risks or growth potential. 

 
7. Return on Equity (ROE) 

 
• Typical … management is using equity financing to generate profits. 
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Key Ratios Focus in this industry:  
 

1. Occupancy Rates and Revenue Management 
• Occupancy Rates: The foundation of revenue in the PBSA sector is high occupancy 

rates. Ensuring that properties are fully or nearly fully occupied throughout the 
academic year is critical for stable cash flow. Management should focus on marketing 
strategies, competitive pricing, and quality of accommodations to attract and retain 
students. 

• Revenue Management: Beyond just filling rooms, effective revenue management 
involves setting rental prices optimally based on market demand, location, and 
property amenities. Offering additional services and utilizing dynamic pricing models 
can also enhance revenue streams. 

 

2. Cost Control and Operational Efficiency 
• Operating Expenses: Controlling operating expenses without compromising the 

quality of the student experience is crucial. This involves efficient property 
management, judicious spending on maintenance and upgrades, and leveraging 
technology for operational efficiencies. 

• Capital … 
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Responsibility centre considerations: 
 

1. Unite Students (UK) 
• Organizational Structure: Unite Students has adopted a structure that allows it to be 

responsive to the local markets while maintaining a cohesive brand and operational 
standards across its portfolio. This includes having localized management teams 
responsible for operations, marketing, and student relations in each city or region 
where it operates. This structure supports a deep understanding of the local 
education ecosystem, including the needs of international students. 

• Management of International Students: Unite Students focuses on creating a 
supportive environment for international students, recognizing their unique needs. 
This includes offering flexible leasing options, providing dedicated support services, 
and organizing community-building activities. The company's approach is to integrate 
these students smoothly into the community, helping them adjust to life in a new 
country. 

2. GSA (Global Student Accommodation) 
• Organizational Structure: GSA operates on a global scale and has developed a 

divisional structure that reflects its international presence. Each region or country 
operates as a distinct division with its own management team, allowing GSA to tailor 
its offerings and operations to suit local market conditions and student preferences. 
This structure facilitates agility and responsiveness to the dynamics of the 
international student accommodation market. 

• Management of International Students: GSA places a strong emphasis on 
understanding the cultural diversity of its student population. The company offers a 
range of services tailored to international students, including orientation programs, 
language support, and social events that celebrate cultural diversity. GSA's 
management approach is centered around creating a global community where 
students from different backgrounds can thrive. 

 

Analysis and Outlook for Flatthall:  
Given the insights from Unite Students and GSA, Flatthall could benefit from adopting a 
similar divisional structure if it seeks to expand its reach among international students or 
operate in multiple countries. This would enable Flatthall to customize its services and 
operations to meet the specific needs of different student groups, including international 
students, and adapt to local market conditions effectively. 
 

Responsibility Center for Flatthall: 
• The most suitable type of responsibility center for Flatthall, considering its focus on 

international students, might be a profit center. This approach would allow individual 
divisions or units within Flatthall to have control over both revenue generation and 
cost management, making them directly responsible for their profitability. It 
encourages managers to be innovative in attracting international students, optimizing 
operations, and providing services that meet these students' unique needs while 
closely managing expenses to enhance overall profitability. 
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Key Risks in this Industry: 
 

1. Risk: Market Demand Fluctuations 
Company Example: Unite Students (UK) 

• Challenge: Unite Students, a leading provider of student accommodation in the UK, 
faced significant demand fluctuations due to the COVID-19 pandemic. The uncertainty 
around university openings and a shift towards online learning led to decreased 
occupancy rates. 

• Mitigation Strategy: Unite Students implemented flexible leasing options to 
accommodate the uncertain academic schedules and travel plans of students. They 
also enhanced their digital and virtual tour capabilities, allowing prospective tenants 
to explore properties remotely. To retain existing tenants and attract new ones, they 
introduced more supportive cancellation policies and increased health and safety 
measures within their properties. 

• Applied to Flatthall: It’s very likely this risk could take place. However, Flatthall’s 
marketing and operational strategies, including promoting their accommodations and 
maintaining high-quality offerings, could serve as indirect methods to mitigate this 
risk. 

 
2. Risk: Regulatory and Compliance Risks 
Company Example: American Campus Communities (USA) 

• Challenge: Before its acquisition by Blackstone, American Campus Communities, as an 
operator of student housing in various states, had to navigate a complex landscape of 
local and federal regulations, including building codes and safety standards that could 
vary significantly from one location to another. 

• Mitigation Strategy: The company established a dedicated compliance department to 
proactively monitor and adapt to regulatory changes. They implemented standardized 
procedures across their portfolio to ensure consistency in meeting health and safety 
requirements. Training programs for staff were enhanced to ensure all team members 
were informed about compliance obligations, minimizing the risk of violations. 

• Applied to Flatthall: no such departments in the preseen. 
 

3. Risk: Interest Rate and Financing Risks 
Company Example: GCP Student Living plc (UK) 

• Challenge: GCP Student Living plc, a real estate investment trust specializing in 
student accommodation, faced the risk of rising interest rates which could increase 
the cost of debt servicing for their development projects and acquisitions. 

• Mitigation Strategy: To mitigate this risk, GCP Student Living pursued a strategy of 
locking in fixed-rate debt for longer terms to hedge against future interest rate 
increases. They also diversified their financing sources, including bank loans, bonds, 
and equity offerings, to spread their financial risk. Additionally, the company 
maintained a conservative loan-to-value (LTV) ratio to ensure financial stability and 
flexibility. 

• Applied to Flatthall: No mention about this in the preseen yet. 
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Post-school education in Towland 

Summary from preseen: 

• Towland boasts a robust higher education system with 215 colleges and universities 

offering three-year undergraduate courses. 

• …. 

• Government and institutions aim to maximize enrollment: 

• Home students' places are subsidized by the government, with institutions 

receiving a total of T$8,000 per student annually. There's an emphasis on filling 

all government-subsidized spaces to avoid opportunity costs. 

• No cap on overseas student admissions, allowing institutions to charge fees 

ranging from T$12,000 to T$30,000, depending on demand. This flexibility aims 

to attract international students, enhancing revenue without affecting 

government-subsidized places. 

• The academic year runs from September to May, with students completing assessments 

before a summer vacation. 

• Continuous promotion to prospective students occurs throughout the year, with the 

application and admission processes intensifying during the second semester and 

summer vacation. Admitted students are required to pay the first year's tuition fees 

before commencement. 
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Examples of decreasing demand: 
 

1. Global Financial Crisis (2008-2009) 
 

• Institutions Impacted: Universities worldwide, 
including those in the US and Europe. 

• Description: The global financial crisis led to a 
significant decrease in available financial aid and 
family income, which in turn reduced the number 
of students able to afford higher education. In the 
US, for example, institutions like the University of California faced budget cuts and 
decreased enrollment as a result of the economic downturn. 

 

2. COVID-19 Pandemic (2020-2021) 
 

• Institutions Impacted: Global, with notable examples 
including the University of Melbourne (Australia), 
University of Toronto (Canada), and Imperial College 
London (UK). 

• Description: The pandemic caused unprecedented 
disruptions to international student mobility due to travel restrictions, visa delays, and 
health concerns. Many institutions reported significant drops in international student 
enrollment, which is a major revenue source. For instance, Australian universities, 
which are heavily reliant on international students, experienced substantial financial 
distress due to the decline in enrollments. 

 
3. Brexit (2016 onwards) 
 

• Institutions Impacted: UK universities, 
such as the University of Oxford and 
University of … EU students in the UK. This 
resulted in a decline in EU student 
applications in the immediate aftermath of 
the Brexit referendum, as students were 
uncertain about their status and fees. 

 
4. Political Instability and Conflicts 
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• Institutions Impacted: Universities in regions 

experiencing political turmoil, such as the 
University of Hong Kong during the 2019 
protests. 

• Description: Political instability and conflicts 
can deter both domestic and international 
students from attending institutions in 
affected regions. For example, the protests in Hong Kong raised concerns about safety 
and the quality of education, leading to a decrease in student applications, 
particularly from international students. 

 

5. Changing Demographics 
 

• Institutions Impacted: Regional universities in 
countries experiencing demographic shifts, such as 
Japan. 

• Description: In countries with declining birth 
rates, like Japan, there has been a noticeable 
decrease in the college-age population, leading to 
reduced demand for places at institutions. This 
demographic challenge has forced some 
universities to merge or close due to unsustainable enrollment numbers. 

 
 

Implications to management (Focus) 
1. Diversify Revenue Streams 

• Focus on Flexibility: Expand the target market beyond traditional full-time students 
by offering short-term leases for summer schools, conferences, and professional 
development programs. This flexibility can attract a broader clientele, reducing 
reliance on the traditional academic calendar and student population. 

• Develop Alternative Services: Introduce new revenue-generating services that cater 
to the wider community, such as event hosting, coworking spaces, or community 
education programs. These services can provide additional income during periods of 
reduced student demand. 

 

2. Strengthen Online Presence and Digital Offerings 
• Enhance Virtual Tours and Online Booking: In an era where remote decision-making 

is increasingly common, having a strong online presence, including immersive virtual 
tours, can significantly impact students' choices. This approach ensures that even in 
times of travel restrictions or health concerns, prospective tenants can explore and 
commit to accommodations. 

• Digital Community Building: Create an online platform for virtual events, workshops, 
and social interactions for residents. This initiative can maintain or even increase the 
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appeal of Flatthall's accommodations by fostering a sense of community and 
belonging, crucial during times when physical interactions may be limited. 

 
3. Implement Robust Risk Management and Scenario 
Planning 

• Conduct Regular Market and Risk Assessments: Stay ahead by regularly analyzing 
market trends, … marketing strategies or operational costs, can enable Flatthall to 
react quickly and efficiently to changing circumstances. 

 
 

Implications of Government Subsidises to Flatthall: 
 

1. Stabilized Demand and Revenue Security 
• Increased Enrollment: Government subsidies make higher education more accessible 

to home students, likely leading to higher enrollment rates at universities and 
colleges. This, in turn, translates to a stable and potentially growing demand for 
student accommodation, as more students seek housing near their institutions. 

• Revenue Predictability: With a higher number of students able to afford higher 
education thanks to subsidies, Flatthall can enjoy more predictable revenue streams 
from the segment of home students. The stability offered by government subsidies 
can help Flatthall in forecasting demand and planning its capacity accordingly, 
reducing the financial risks associated with speculative developments. 

 

2. Strategic Alignment and Market Positioning 
• Alignment with Government-Education Goals: By providing accommodations that 

cater specifically to …. and marketing strategies. Knowing that a significant portion of 
their market benefits from subsidies, Flatthall could tailor its pricing models to appeal 
to this demographic, possibly offering differentiated pricing tiers or bundled services 
that maximize the value proposition for subsidized students. 
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Implications of too many overseas students: 
 

1. Cultural and Integration Challenges 
• Problem Description: A significant influx of overseas students can create a 

multicultural environment that, while enriching, also poses integration challenges. 
Flatthall might face difficulties in ensuring a cohesive community experience, as 
cultural differences can impact students' living preferences, communication styles, 
and community engagement. 

• Commercial Impact: To address these challenges, Flatthall may need to invest in 
cultural sensitivity training for staff, organize diverse community-building activities, 
and provide additional support services for overseas students. These measures, while 
beneficial, can increase operational costs and complexity. Additionally, failing to 
adequately address integration can lead to dissatisfaction among tenants, potentially 
impacting reputation and future demand. 

 
2. Market Dependence and Volatility 

• Problem Description: Heavy reliance on overseas students makes Flatthall vulnerable 
to geopolitical events, visa policy changes, and global health crises, all of which can 
drastically affect international mobility. This dependency creates a volatile market 
environment, where demand can fluctuate widely based on factors beyond the 
company's control. 

• Commercial Impact: Market volatility challenges revenue predictability and financial 
planning. In response, Flatthall may need to diversify its marketing efforts to attract a 
broader demographic mix or develop contingency plans to mitigate the impact of 
sudden demand shifts. Such strategies might include offering short-term leases to 
non-students or repurposing accommodations temporarily, which could incur 
additional costs and operational adjustments. 

 

3. Operational and Legal Risks 
• Problem Description: Catering predominantly to overseas students can introduce …. 

and costs, reducing overall profitability. 
 

Approach to take: 
• Adopt a Strategic Approach: Balance the benefits and risks of hosting overseas 

students…… education market. 
• Address Legal and Operational Risks: Stay informed on international compliance 

requirements and implement secure payment options for overseas transactions. 
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Problems of academic year: 
 

1. Summer Vacancy Period 
• Problem Description: Given the academic year from September to May, Flatthall's 

buildings face a significant vacancy period during the summer months when most 
students return home after completing their assessments. This period results in lost 
revenue opportunities and presents financial challenges due to fixed operational costs 
that continue to accrue without offsetting income from rents. 

• Practical Concerns: 
• Duration: Approximately 3-4 months of potential vacancy each year during 

the summer. 
• Financial Impact: Continued expenses such as maintenance, security, and 

staff salaries, without the rental income to cover these costs. 

 
2. Inter-Semester Gaps 

• Problem Description: Apart from the extended summer break, there are shorter 
breaks between … academic year. 

• Practical Concerns: 
• Duration: Varies, but includes winter and spring breaks, potentially adding up 

to several weeks of additional vacancy each academic year. 
• … and the logistical challenges of coordinating move-ins and move-outs 

around these breaks. 
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Student accommodation 

 

Characteristics of Comparison Options: 

Halls of Residence: (51%) 

• Cost: Generally the most affordable option as rents usually include utilities. 

• Location: Often situated on-campus or very close, offering great convenience. 

• Security: Typically secure with on-site wardens. 

• Demand: High demand with spaces often filled before the academic year starts. 

PBSA (Purpose-Built Student Accommodation): (33%) 

• …. 

• Relationships: Operators work to maintain good relationships with institutions. 

Private Rentals: (16%) 

• Cost: Can be more expensive due to separate utility bills; varies widely in quality. 

• Location: Variable, potentially further from campus. 

• Quality and Safety: Varies significantly; generally less secure than halls and PBSA. 

• Flexibility: Preferred by students seeking independence or those with specific living 

preferences. 
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Market Dynamics: 

 

• The market is competitive, especially among PBSA operators, with institutions …. 

personal preferences. 
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Ranking of these types: 
 

1. Location and Accessibility: 
1. Halls of Residence: Often located on-campus or very close to it, offering the highest 

level of convenience for attending classes. 
2. PBSA: Typically situated within easy walking distance or a short commute to 

campuses, designed to be accessible. 
3. Private Rentals: Can vary widely, located anywhere from close to campus to further 

out in residential areas, impacting accessibility. 
 

2. Student Needs and Preferences: 
1. PBSA: Cater specifically to student lifestyles with built-in amenities like high-speed 

internet and communal study spaces. 
2. Halls of Residence: Provide a basic, secure living environment often preferred by first-

year students for its simplicity and community feel. 
3. Private Rentals: Offer more independence and variety, appealing to students desiring 

a less structured living situation or those in later years of study. 
 

3. Security and Maintenance: 
1. PBSA: ….. 

6. Market Dynamics: 
1. PBSA: Highly competitive market, with operators frequently updating amenities to 

attract students. 
2. Halls of Residence: Demand often exceeds supply, particularly for first-year students, 

due to lower costs and campus proximity. 
3. Private Rentals: Market dynamics can be influenced by local housing supply and 

demand, with fluctuations in availability and pricing. 
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Problems of each type from students’ perspective: 
 

Halls of Residence 
• Limited Availability: Often, demand exceeds supply, 

especially from first-year students, leading to a 
scramble for places. 

• Basic Facilities: While cost-effective, they might offer 
minimal amenities compared to other types of 
accommodation, affecting student satisfaction. 

• Less Independence: Living in halls can mean more rules and less privacy, which might 
not appeal to all students, especially upperclassmen seeking more freedom. 

 

Private Rentals 
• Variable Quality and Safety: The condition and security of 

private rentals can significantly vary, depending on the 
landlord's … Issues: Students may face challenges with 
unresponsive landlords, disputes over deposits, and the 
hassle of managing utility bills and other shared 
responsibilities. 

 

PBSA (Purpose-Built Student 
Accommodation)  

• Higher Price Point: Generally more expensive than other 
options, with costs reflecting the modern amenities and 
services provided. 

• Impersonal Atmosphere: The larger scale of these 
accommodations can sometimes lead to a lack of personal 
touch and community feeling among residents. 

• Competition and Market Dependence: High dependence on 
the student market makes PBSAs vulnerable to enrollment 
fluctuations and changes in student preferences, impacting 
occupancy rates. 
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To grow, from Flatthall’s perspective: 
 

Halls of Residence – focus: 
• Partnerships with Institutions: Deepen relationships with universities and colleges to 

become the preferred accommodation partner, possibly managing on-campus halls of 
residence or developing new ones in collaboration with educational institutions. 

Steps: 
• Invest in Upgrades: Modernize existing halls to improve student satisfaction and 

competitiveness. 
• Offer Flexible Terms: Adapt lease terms to accommodate exchange students or short-

term academic programs, filling gaps outside the traditional academic year. 
 

Private Rentals – focus: 
• Acquisition and Renovation: Identify underutilized properties in strategic locations 

that can be converted into high-quality student housing, catering to the demand for 
more independent living options. 

Steps: 
• Enhance Student Services: Provide value-added services such as cleaning, 

maintenance, …, addressing one of the common drawbacks of private rentals. 
 

PBSA (Purpose-Built Student Accommodation) – focus: 
• Geographic Diversification: Expand into new markets with high demand for student 

accommodations but underserved by quality PBSA options, including smaller cities or 
towns with growing educational institutions. 

Steps: 
• Sustainability and … in new locations, tailoring the amenities and services offered in 

new PBSAs to match these insights. 
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Market structure: 
 

… 
Each PBSA …. 

• Many Sellers: The presence of ten major PBSA operators, along with numerous 
smaller providers and alternatives such as private rentals and halls of residence, 
indicates a market with many sellers. This is a key feature of monopolistic 
competition, where numerous firms compete for market share. 

• Free Entry and Exit: While there may be significant costs associated with entering the 
PBSA market (e.g., property acquisition and development), there are relatively low 
barriers to exit, and new competitors can enter the market by targeting niche 
segments or offering unique amenities. This dynamic encourages innovation and 
variety within the market. 

• Independent Decision-Making: Each company in the market operates independently, 
setting prices and making product decisions without direct collusion with competitors. 
They compete for students’ attention through marketing efforts and by enhancing the 
student living experience. 

 
• … 
• Market Research: Continuously gauging student preferences to adapt offerings, 

ensuring they meet or exceed expectations compared to competitors. 
 

 

 

 

 

 

The rest of the preseen material application is included in the 

official course. 
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Chapter 2 Introduction to the CIMA MCS Exam 

 

Introduction to Case Study Exams: 

• Simulates workplace problem-solving. 

• Markers were instructed to adopt a holistic approach to marking, which meant that the 
answer to each requirement was read and judged on its merits.  

• Three-hour computer-based exam, 150 marks in total, 80 or more would be a passing ….. 

• Comprises triggers and tasks. 

Core Activities: 

• Five core activities in CIMA Management case study. 

• Assessment outcomes expressed as 'I Can' statements. 

• Focus on task relevance to the company. 

• Common failure due to generic answers. 

• Emphasis on pre-seen material preparation. 

• Adaptation to unseen information is crucial. 

Exam strategies: 

Before the exam: 

1. Mastery of Study Materials (Revise and Understand): 

• Ensure you thoroughly understand the key concepts and technical terms from 
your study materials. 

• Be able to explain these concepts in a way that someone without an accounting 
background can understand. 

2. Review the Pre-seen Material: 

• Carefully review the pre-seen material, which provides insights into the industry 
and the company. 

• While you don't need to memorize it, use the information to inform your 
answers in the case study. 

3. Utilize CGMA Study Hub Resources: 

• Explore the CGMA Study Hub for free resources, including a re-sitters guide, 
performance descriptors, and support articles. 

• These resources can help you prepare effectively and understand what's 
expected in the exam. 
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4. Practice with Past Cases: 

• Practice answering past case study questions. Even if they are from different 
industries, the skills you develop in interpreting and responding to practical 
situations are transferable. 

During the exam: 

1. Analyze Task Requirements: 

• At the beginning of each task, take a few minutes to carefully read and digest 
the information provided in the task requirements. 

• Think critically about the specific issue raised in the task and how it should be 
addressed within the context of preseen material. 

2. Time Management: 

• Efficiently manage your time for each task by considering the weighting of each 
element. 

• For example, if you have 45 minutes for a task, and sub-task (a) is worth 60%, 
allocate 27 minutes to that element. 

3. Avoid Time-wasting Activities: 

• Focus your writing on relevant content that directly addresses the task 
requirements. 

• Avoid writing out formal definitions or summarizing unrelated real-world cases 
unless they significantly enhance your response. 

4. Structured Paragraphs: 

• Organize your responses into well-structured paragraphs for clarity. 

• Present your ideas logically within these paragraphs. 

5. Minimal Formatting Emphasis: 

• While using formatting (e.g., bold or underlined text) for emphasis can be 
helpful, don't overdo it. 

• Excessive formatting can make your answer harder to read and may not add 
much value. 

 

Level 1, 2, and 3 answers: 

Level 1 Answers: 

• Typically provide summaries of study materials. 

• May describe models and concepts but often lack practical application. 

• Rarely make specific recommendations. 
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• Focus on explaining advantages and disadvantages of different courses of action. 

• May not address task requirements adequately. 

• Tend to be less relevant and detailed in applying concepts to the scenario. 

• Lack clear justifications for proposed actions. 

Level 2 Answers: 

• Show a better understanding of relevant models and concepts. 

• Begin to apply these models to the scenario but with some gaps. 

• Provide moderate explanations and reasoning for proposed actions. 

• May include a mix of relevant and irrelevant information. 

• Still, require improvement in addressing task requirements precisely. 

• Demonstrate progress but fall short of comprehensive and well-structured responses. 

Level 3 Answers: 

• Reflect a strong grasp of key models and concepts. 

• Apply these models effectively to the scenario, addressing task requirements with depth. 

• Provide clear and logical justifications for proposed actions. 

• Prioritize relevant information and avoid unnecessary details. 

• Demonstrate an ability to make specific recommendations supported by sound 
reasoning. 

• Exhibit a high level of relevance, structure, and clarity in responses. 

• Reflect an advanced understanding of the case study context and the travel industry. 

 

Example: 

Question: Discuss the potential challenges and opportunities Flatthall might face when 
considering expansion into a new geographical market. 

Level 1 Answer: 

Flatthall, a company specializing in Purpose-Built Student Accommodation (PBSA), faces a 
complex landscape when contemplating expansion into new geographical areas. Various 
analytical frameworks, such as PESTLE and SWOT analyses, are instrumental in evaluating the 
potential for entering new markets. Opportunities might include tapping into underserved 
student populations, while challenges could range from navigating unfamiliar regulatory 
frameworks to adapting to local student housing preferences. 

Level 2 Answer: 
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Flatthall's strategic considerations for geographical expansion encompass a spectrum of 
challenges and opportunities, effectively examined through a PESTLE analysis: 

• Political: Stability and government support for higher education in the target market are 
critical. Political volatility can impact investment security and operational planning. 

• Economic: The economic context, including the affordability of higher education and the 
financial capacity of students, will influence demand for Flatthall’s services. 

• Sociocultural: Grasping the local culture, student lifestyle, and housing expectations is 
essential for Flatthall. The company must align its offerings with the preferences and 
needs of the local student body. 

• Technological: The technology adoption rate among the student population and the 
infrastructure available for high-quality internet and amenities will dictate the feasibility 
of Flatthall’s standard service model. 

• Legal: Varied regulations concerning student accommodation, from safety standards to 
rental agreements, present a legal maze that Flatthall must navigate carefully. 

• Environmental: Environmental sustainability concerns and regulations could offer 
Flatthall opportunities to innovate in green building practices and eco-friendly 
operations. 

Conducting a SWOT analysis will further illuminate Flatthall's internal strengths and weaknesses 
against the backdrop of external opportunities and threats within a new market. 

Level 3 Answer: 

When Flatthall, a leader in the PBSA sector, eyes expansion into new geographical territories, an 
in-depth examination of the market's complexities is paramount for strategic decision-making: 

• Political: Navigating the political landscape, especially regarding educational funding 
and …….. 

 

Professional skills: 

• Assurance, Risk, and Control: 

• Assess risks and risk management approaches in the case study. 

• …….. 
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Chapter 3 Core activity area A - Evaluate 

opportunities to add value 

 

Contents: 

• Session 1: Selecting Capital Investment Appraisal Techniques: (A holistic approach) 

• Session 2: Using Digital Data Sources for Capital Investment Decisions: 

• Session 3: Pricing Strategies 

• Session 4: Business Models 

• Session 5: WACC 

 

The following ‘I CAN’ questions are set by CIMA: 

• I can select appropriate capital investment appraisal techniques and apply them in 
order to support capital investment decisions, including product/ service 
development, digital transformation projects and acquisitions 

• I can identify and use relevant digital data sources to assist in capital investment 
decisions 

• I can explain which pricing strategies are appropriate 

• I can select and implement suitable business models that will create value for 
stakeholders, including business models in the context of digital ecosystems 

• I can analyse the impact of disruptive and digital operating business models in the 
context of digital ecosystems 

• I can explain the relevance of weighted average cost of capital 

 

 

 

 

 

 

 

 

 

 

 

 



30 
Copyright: GlobalAPC (https://www.globalapc.com/) Sample Preseen Application Note MCS 

Session 1: Selecting Capital Investment Appraisal 

Techniques (A holistic approach) 

Syllabus – CIMA P2 

 

1.1 Framework for capital investment appraisal: 

 

1. Understand the Objective 

• Define the purpose of the investment (e.g., product development, digital 
transformation, acquisition). 

• Ensure alignment with company's strategic goals. 

2. Review Decision-making Process 

• Identify the steps involved in making the investment decision. 

• Recognize pertinent issues affecting the decision (e.g., risk factors, stakeholder 
interests). 

3. Choose Appropriate Appraisal Techniques 

• Based on the nature and size of the project: 

• NPV (Net Present Value): Discount future cash flows to determine 
present value. 

• IRR (Internal Rate of Return): Identify the discount rate that gives an 
NPV of zero. 

• Payback Period: Calculate the time taken for the investment to be 
repaid by its cash inflows. 

• MIRR (Modified Internal Rate of Return): Adjust IRR for project-specific 
factors. 

• ROCE (Return on Capital Employed) or ARR (Accounting Rate of 
Return): Evaluate profitability in relation to the capital used. 

4. Evaluate Cash Flows 

• Identify relevant cash flows. 

• Exclude sunk costs, non-cash, and notional items. 

• Consider incremental cash flows and opportunity costs. 

5. Handle Capital Rationing Scenarios 
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• If limited funds are available, prioritize projects based on their return on 
investment. 

• Ensure selected projects align with strategic objectives. 

6. Consider Real Options in Appraisal 

• Account for flexibility options, like delaying, expanding, or abandoning a project. 

7. Asset Replacement 

• When considering the replacement of an asset: 

• Evaluate the costs and benefits of the existing versus the new asset. 

• Apply the Equivalent Annual Cost (EAC) method to compare the two assets 
on an annualized basis. 

8. Post completion audit 

• A systematic review of a project after its completion to determine if it met its 
initial objectives and to gather insights for future projects. 

• How to Do It: 

• Review the project's initial objectives and outcomes: Compare the project's 
actual outcomes with the initial expectations to identify any variances. 

• Analyze the processes and methodologies used: Examine the project's 
procedures, techniques, and decision-making methods to determine their 
effectiveness. 

• Gather feedback from stakeholders: Engage with team members, clients, and 
other relevant stakeholders to gain insights into the project's successes and 
areas for improvement. 

• Pros: 

• Continuous Improvement: Helps in refining the organization's project 
management practices, leading to better outcomes in future projects. 

• Cons: 

• Time-Consuming: Requires additional time and resources, which can be seen 
as a burden, especially for smaller projects or organizations with tight 
schedules. 
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1.2 Digital Transformation Projects 

• Digital transformation involves integrating digital technologies into all areas of a 
business, resulting in fundamental changes to how businesses operate and 
deliver value to their customers. 

• Consider the speed of technological change and the risk of obsolescence. 

1.3 Acquisitions 

• Assess the strategic fit of the acquisition target. 

• Consider synergies, cultural fit, and integration challenges. 

 

1.4 Exam Rehearsal Questions – with bullet points areas to be 

answered in the exam 

 

Q1: Explain the challenges in determining NPV for a new project, particularly in 

quantifying future cash flows (May/Aug 2021 Trayyner variant 2 task 4) 

1. Estimation Uncertainty: Forecasting future cash flows accurately is challenging due to 
unpredictable market conditions, technological changes, and external factors like 
economic downturns. 

2. Discount Rate Determination: Selecting an appropriate discount rate can be subjective. 
A wrong choice can significantly alter the NPV. 

3. Project Life: Determining the exact duration of a project's cash inflows can be 
challenging. A longer or shorter project life affects the NPV. 

4. Capital Expenditure and Working Capital Needs: Estimating the initial outlay and 
additional working capital requirements can be uncertain, particularly for new ventures. 

5. Sunk Costs: Ensuring that only relevant future costs are included and not the costs 
already incurred. 

 

Q2: Prepare briefing notes for investment appraisals under a capital rationing 

scenario (May/Aug 2020 Alpaca variant 1 task 1) 

1. Definition of Capital Rationing: Start by explaining that capital rationing involves 
selecting the best combination of projects when there's a limited budget. 

2. Use of Profitability Index (PI): Under capital rationing, PI (which is the ratio of the 
present value of cash inflows to initial investment) is more useful than NPV as it provides 
a measure of the "bang for the buck". 

3. Project Interdependencies: Some projects may be mutually exclusive, meaning if one is 
undertaken, another can't be. This adds complexity to decision-making. 
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4. Multiple Periods Rationing: If rationing is expected over multiple periods, this requires a 
multi-period model which adds complexity. 

5. Non-Financial Factors: Emphasize that while financial metrics are crucial, non-financial 
factors such as strategic alignment, risk, and corporate social responsibility also play a 
role. 

 

Q3: Discuss whether Frinta should have planned for the introduction of additional 

capacity as a real option in the capital investment appraisal for the acquisition 

and preparation of Dubblfile to provide this service (Nov 2020/Feb 2021 Frinta 

variant 6 task 4) 

1. Concept of Real Options: Begin by explaining that real options provide flexibility in 
decision-making by allowing for future decisions based on unfolding events. 

2. Value of Flexibility: The added capacity can act as a hedge against unexpected demand 
surges, ensuring Frinta capitalizes on all potential revenue streams. 

3. Cost Implication: While introducing additional capacity may increase initial investment, 
it could be more cost-effective than retrofitting or expanding capacity later. 

4. Market Volatility: If the market for Dubblfile's service is volatile, having the option to 
scale quickly can be a strategic advantage. 

5. Risk Management: Real options can be viewed as a risk management tool, allowing 
Frinta to adapt to changing circumstances without committing fully upfront. 

 

 

Potential Examinable Areas to Flatthall: 
 

Potential Investment Projects for Flatthall: 
1. Development of a New PBSA Complex: 

• Objective: Expand Flatthall's property portfolio by constructing a state-of-the-
art PBSA complex in a new city with a high student population. 

• Appraisal Techniques: NPV to evaluate long-term profitability; IRR to 
determine the project's rate of return; and Payback Period to understand how 
quickly the investment will pay back. 

• Consideration: Evaluate cash flows from rental income, considering 
construction costs, operational expenses, and potential for rental rate 
increases based on demand. 

2. Renovation and Technological Upgrade of Existing Properties: 
• Objective: Modernize existing properties with smart technology 

enhancements and eco-friendly renovations to increase appeal and reduce 
operational costs. 
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• Appraisal Techniques: ROCE to assess profitability improvements post-
renovation; MIRR to adjust for the reinvestment of cash flows; and EAC for 
comparing the costs of old vs. new technology implementations. 

• Consideration: Cash flows will include savings from operational efficiencies 
and potential revenue uplift from higher occupancy rates or premium rents. 

3. Acquisition of Competing PBSA Operator: 
• Objective: Strengthen market position and operational scale by acquiring a 

smaller competitor with strategic property locations. 
• Appraisal Techniques: Assess strategic fit and potential synergies; use NPV to 

evaluate the long-term value of the acquisition; and ROCE for profitability in 
relation to capital employed. 

• Consideration: Incremental cash flows from the acquisition, integration costs, 
and potential synergies in operational efficiencies and expanded market 
reach. 

 

Potential Digital Transformation Projects: 
1. Implementation of an Integrated Property Management System: 

• Objective: Digitalize and streamline property management processes for 
improved efficiency and tenant services. 

• Consideration: Impact on operational efficiency, tenant satisfaction, and 
potential for scaling operations. Evaluate the system's adaptability to new 
technologies and alignment with Flatthall's strategic goal of enhancing 
student living experiences. 

2. Development of a Flatthall Mobile App for Tenants: 
• Objective: Enhance tenant engagement and satisfaction through a mobile 

platform offering services such as digital leases, payment processing, 
maintenance requests, and community interaction. 

• Consideration: The app should consider user experience design tailored to 
the student demographic, data security measures, and integration with 
Flatthall’s existing IT infrastructure for seamless operations and real-time data 
analytics. 
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Session 2: Using Digital Data Sources for Capital 

Investment Decisions 

Syllabus – CIMA P2 

 

2.1 Sources 

1. Relevant Cash Flows and Opportunity Costs: 

• Digital Accounting Systems: These are software platforms like QuickBooks or Xero that 
automate financial tasks such as invoicing, tracking expenses, and generating financial 
reports. 

• Example: Using Xero to automatically categorize and forecast cash inflows and outflows, 
providing a clear picture of potential opportunity costs. 

2. Sources of Management Information – Internal and External: 

• Internal Example: Accessing the company's ERP system to gather production data, aiding 
decisions about machinery investments. 

• External Example: Consulting industry-specific online databases to understand 
competitors' capital investments. 

3. Collecting, Analysing, and Presenting High-Quality Data: 

• Example: Leveraging Microsoft Excel's advanced functions to consolidate, analyze, and 
visually present data to guide capital expenditure decisions. 

4. Business Intelligence Systems: 

• Definition: These systems, like Microsoft Power BI or Tableau, help in visualizing, 
sharing, and analyzing data from various sources to make informed business decisions. 

• Example: Using Tableau to integrate sales and inventory data, aiding in decisions about 
warehouse capital expansions. 

5. Data Analytics and Data Mining: 

• Definition: Data analytics involves examining datasets to draw conclusions, while data 
mining seeks to uncover hidden patterns or relationships within large datasets. 

• Example: Applying machine learning algorithms on past sales data to predict future 
trends, guiding capital allocation towards products expected to see growth. 
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2.2 Exam Rehearsal Questions – with bullet points areas to be 

answered in the exam 

 

Q1: Identify and evaluate the potential advantages that a business intelligence 

system would bring to managing performance across the group (May/Aug 2021 

Trayyner variant 6 task 1) 

1. Data Integration and Consolidation: 

• Discuss how BI systems allow for the integration of data from different 
departments or subsidiaries, providing a holistic view of the group's 
performance. 

2. Real-time Performance Monitoring: 

• Highlight the capability of BI systems to provide real-time dashboards and 
metrics, enabling timely decision-making. 

3. Predictive Analytics: 

• Describe how BI tools utilize historical data to forecast future performance 
trends, assisting in proactive management. 

4. Enhanced Reporting Capabilities: 

• Explain the flexibility and customization BI systems offer in report generation, 
allowing tailored insights for different stakeholders. 

5. Data-driven Decision Making: 

• Stress the importance of making decisions based on data rather than intuition, 
and how BI systems facilitate this shift towards a data-centric approach. 

 

Q2: Recommend three sources of data to forecast demand (May/Aug 2020 

Alpaca variant 3 task 2) 

1. Historical Sales Data: 

• Emphasize the importance of analyzing past sales trends and patterns as a 
primary indicator of future demand. 

2. Market Research and Surveys: 

• Discuss how targeted surveys and research can provide insights into customer 
preferences and potential shifts in demand. 

3. External Economic Indicators: 

• Highlight the correlation between broader economic trends (e.g., GDP growth, 
unemployment rates) and product/service demand in certain industries. 
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4. Competitor Analysis: 

• Explain the value of monitoring competitor activities, product launches, and 
pricing strategies to anticipate market demand changes. 

5. Digital Analytics: 

• Discuss the use of digital tools, like website traffic analytics or social media 
sentiment analysis, as indicators of interest and potential demand. 

 

Q3: Explain the concerns about using data from a research report as a basis for 

investment appraisal calculations (May/Aug 2020 Alpaca variant 5 task 1) 

1. Data Reliability: 

• Question the source and credibility of the research report. Is the data from a 
reputable and unbiased source? 

2. Timeliness of Data: 

• Highlight the concern that data might be outdated, and the business landscape 
could have changed since the research was conducted. 

3. Relevance to Specific Context: 

• Discuss the possibility that the research report's data might not be entirely 
applicable to the company's specific situation or industry. 

4. Assumptions and Limitations: 

• Stress the need to understand the underlying assumptions made in the research 
report and any potential biases or limitations. 

5. Risk of Misinterpretation: 

• Emphasize the danger of drawing conclusions without fully understanding the 
methodology or context behind the research data. Misinterpretation can lead to 
incorrect investment decisions. 

 

Digital Data Sources Applicable to Flatthall Company: 
Customer Relationship Management (CRM) Systems: 

• Relevance to Cash Flows: Utilize CRM systems like Salesforce to track tenant 
interactions, leases, and payment histories, enabling precise cash flow 
forecasting. 

• Management Information: Provides a wealth of internal data on tenant 
demographics, preferences, and feedback, aiding in targeted property 
development and renovation projects. 
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• Example: Analyzing trends in tenant inquiries and feedback to identify 
demand for additional amenities or services, which could influence capital 
investment decisions in property enhancements or new developments. 

Social Media Analytics Platforms: 
• Sources of Management Information – External: Platforms like Hootsuite or 

Sprout Social offer insights into public sentiment and trends in the student 
housing market, including perceptions of Flatthall and competitors. 

• Collecting and Analyzing Data: Track engagement and sentiment on social 
media to gauge potential demand for locations or amenities, and to identify 
and assess the effectiveness of marketing strategies. 

• Example: Monitoring discussions and sentiment around student 
accommodation needs and preferences, to inform the design and marketing 
of future PBSA projects. 

Geospatial Analysis Tools: 
• Business Intelligence Systems: Use tools like ArcGIS for visualizing and 

analyzing the geographical distribution of universities, student populations, 
and existing accommodations, to identify underserved areas. 

• Data Analytics and Mining: Applying geospatial data analytics to identify 
potential hotspots for new developments or expansions based on student 
population growth, university expansion plans, and urban development 
trends. 

• Example: Leveraging geospatial data to pinpoint strategic locations for new 
PBSA investments, optimizing accessibility to campuses and aligning with 
student lifestyle preferences. 
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Session 3: Pricing Strategies 

Syllabus – CIMA P2 

 

3.1 Price Elasticity of Demand 

• Use when gauging market's sensitivity to price alterations. 

• Example: Luxury goods often have elastic demand; staple goods like bread are often 
inelastic. 

 

3.2 Profit-Maximisation Pricing 

• Use when aiming for the highest profit margin. 

• Example: Tech companies with unique innovations may use this to capitalize on early 
adopters. 

 

3.3 Cost-Plus Pricing 

• Ideal for industries with stable, predictable demand. 

• Example: Construction contracts often use cost-plus pricing to ensure all costs are 
covered with a profit margin. 

 

3.4 Marketing-Based Pricing Strategies 

Premium Pricing: 

• Best for luxury, unique, or high-brand-reputation products. 

• Example: Brands like Rolex or Louis Vuitton. 

Market Skimming: 

• Use for innovative products with initially high demand. 

• Example: New technology gadgets like VR headsets at launch. 

Penetration Pricing: 

• Suitable for markets with stiff competition and aiming for rapid market capture. 

• Example: Streaming services offering initial low prices. 

Price Differentiation: 

• Effective in diverse markets with varying consumer willingness to pay. 
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• Example: Airline seats – economy vs. business class. 

Loss Leader: 

• Use to attract customers to store or service, expecting them to make additional 
purchases. 

• Example: Supermarkets pricing milk or bread below cost. 

Discount Pricing: 

• Useful during stock clearance or festive seasons. 

• Example: Black Friday sales. 

Controlled Pricing: 

• Applied in essential services or goods, often to protect consumers. 

• Example: Government-regulated electricity tariffs. 

Product Bundling: 

• Ideal for increasing sales of less popular items or clearing stock. 

• Example: Fast-food meals combining burgers, fries, and a drink at a reduced total price. 

 

3.5 Pricing Over the Product Life Cycle 

• Introduction: Use skimming or penetration based on market research. 

• Growth: Stabilize or slightly reduce prices to gain more market share. 

• Maturity: Apply discounts or bundling to maintain interest. 

• Decline: Clearance or discounts to move remaining stock. 

• Example: Smartphones often start with skimming, reduce prices during maturity, and 
offer significant discounts in the decline phase. 

 

3.6 Exam Rehearsal Questions – with bullet points areas to be 

answered in the exam 

 

Q1: Discuss the factors to consider when setting the selling price and 

recommend with reasons the strategy to adopt (Feb 2020 Trevel variant 1 task 3) 

1. Costs: Analyze both fixed and variable costs to ensure prices cover expenses and 
generate a profit. 

2. Demand Elasticity: Understand how price changes impact demand to determine if a 
higher or lower price would maximize revenue. 
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3. Competitor Pricing: Survey the market to understand the price range of similar products 
or services. 

4. Target Audience: Understand the demographic and psychographic profile of the target 
market and their willingness to pay. 

5. Value Proposition: Evaluate the unique benefits or value your product offers and price 
accordingly. 

 

Q2: Recommend a retail pricing strategy, with a justification that takes into 

account the product nature (Nov 2020/Feb 2021 Prybloxx variant 1 task 3) 

1. Product Life Cycle Stage: Determine if the product is new, mature, or in decline to select 
a suitable strategy (e.g., skimming for new products). 

2. Brand Image: For premium brands, a higher price can reinforce the perception of 
quality. 

3. Market Saturation: In a crowded market, penetration pricing might be effective to gain a 
foothold. 

4. Product Differentiation: If the product has unique features, value-based pricing could be 
justified. 

5. Cost Structure: For commodities or products with thin margins, cost-plus pricing might 
be most appropriate. 

 

Q3: Explain how the costing schedule and competitor pricing info would help to 

set an appropriate retail price for a new product (May/Aug 2020 Alpaca variant 

3 task 4) 

1. Establishing a Baseline: Costing schedules provide the minimum price point needed to 
break even or achieve a desired profit margin. 

2. Market Positioning: Competitor pricing info helps position the new product as a value 
buy, a premium option, or somewhere in between. 

3. Margin Analysis: Knowing the costs allows for the determination of the markup and 
profit margins at different potential price points. 

4. Demand Forecasting: By comparing with competitor prices, one can estimate potential 
demand at various price points. 

5. Strategic Adjustments: Continuous monitoring of both costs and competitor prices can 
inform timely adjustments to the retail price. 
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Factors to consider when setting up prices: 
1. Cost Structure: 

• Consideration: Thoroughly analyze both fixed costs (property construction, 
maintenance, staff salaries) and variable costs (utilities, marketing, property 
upgrades) to ensure pricing covers expenses and achieves desired profit 
margins. 

• Application to Flatthall: Factor in the high upfront investment in property 
development and ongoing operational costs to determine a base rental price 
that ensures profitability and competes effectively in the PBSA market. 

2. Market Demand and Price Elasticity: 
• Consideration: Understand how changes in rental prices affect demand 

among students. Given the semi-elastic nature of student accommodation 
demand (students need housing but are price-sensitive), pricing strategies 
must carefully balance affordability with revenue goals. 

• Application to Flatthall: Implement dynamic pricing models that adjust for 
peak enrollment periods, offering incentives or flexible pricing during off-peak 
times to maintain high occupancy rates. 

3. Competitor Pricing and Market Positioning: 
• Consideration: Conduct a comprehensive market analysis to gauge the pricing 

of similar PBSA providers. Understanding competitor pricing strategies is 
crucial for positioning Flatthall in the market—whether as a premium option 
based on superior amenities or a value leader. 

• Application to Flatthall: Position Flatthall’s pricing strategy to reflect its 
unique value proposition, such as superior locations, amenities, and services, 
while ensuring it remains competitive within the student accommodation 
sector. 

4. Value Proposition and Differentiation: 
• Consideration: Evaluate the unique benefits or superior value that Flatthall’s 

accommodations offer to students, such as location convenience, quality of 
living spaces, and additional services (e.g., high-speed internet, communal 
study areas). 

• Application to Flatthall: Develop a pricing strategy that communicates the 
added value of Flatthall properties to potential tenants. This could include 
premium pricing for accommodations with exceptional amenities or strategic 
discounts for early bookings. 

 

Potential Digital Transformation Projects for Flatthall: 
1. Dynamic Pricing Engine: 

• Develop a digital tool that utilizes real-time data analytics to adjust rental 
prices based on demand, competitor pricing, and occupancy rates. This tool 
could help Flatthall optimize revenue throughout the academic year. 

2. Tenant Value Portal: 
• Create a digital platform where tenants can access personalized value-add 

services such as tutoring, social event tickets, or partner discounts. This portal 
enhances the perceived value of living in Flatthall accommodations, 
supporting a premium pricing strategy. 
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Session 4: Business Models 

Syllabus: E2 

 

4.1 Business Ecosystems and Their Participants 

• A business ecosystem is akin to a biological ecosystem where various entities interact in 
a shared environment, mutually benefiting from these interactions. 

• Features: 

1. Dynamic and Evolving Relationships: Ecosystems involve a complex web of 
relationships that are often non-linear and can evolve rapidly. Example: App 
developers might shift their focus between different smartphone platforms based 
on user adoption rates. 

2. Interdependence: Entities within an ecosystem are often more interdependent. The 
success or failure of one can ripple through and impact others. Example: If a major 
online marketplace (like Amazon) faces issues, sellers on that platform might see 
immediate impacts on their revenue. 

3. Broad Range of Participants: Beyond traditional suppliers and distributors, 
ecosystems may include third-party developers, platform providers, and even 
competitors in some collaborative scenarios. Example: Apple's iOS ecosystem 
includes not just device users and app developers, but also accessory makers and 
service integrators. 

4. Value Co-Creation: Multiple participants collaborate to create and deliver value, 
often in innovative ways. Example: Open-source software communities where 
multiple contributors enhance software capabilities. 

5. Rapid Adaptation: Ecosystems often adapt quickly to technological changes or shifts 
in consumer behavior. Example: The rapid shift of media ecosystems from physical 
DVDs to streaming services. 

Business Ecosystem for Flatthall: 
• University Partnerships: 

• Collaborate with universities and colleges to align accommodation solutions 
with student needs and academic calendars. 

• Local Government Relations: 
• Engage with local authorities on zoning, planning permissions, and 

compliance with regulations affecting student housing. 
• Technology and Service Providers: 

• Partner with technology firms for property management software, internet 
service providers, and other digital amenities essential for modern student 
living. 

• Construction and Real Estate Partners: 
• Work with construction companies for the development of new properties 

and real estate agencies for identifying potential sites. 
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• Students and Tenant Community: 
• The core of the ecosystem, whose needs and feedback drive innovation and 

service improvement in the PBSA market. 
• Local Businesses and Employers: 

• Collaborate with local businesses for student discounts, internships, and 
employment opportunities, enhancing the student experience. 

• Sustainability and Environmental Advocates: 
• Engage with environmental groups to ensure sustainable practices in 

construction and operations, aligning with ecological goals. 
• Financial and Investment Partners: 

• Work with banks, investors, and other financial entities to secure funding for 
expansion and operational needs. 

• Competitors: 
• In some cases, collaborate on industry-wide challenges, standards, or 

lobbying efforts that benefit the PBSA sector as a whole. 
• Ancillary Service Providers: 

• Include companies offering moving, cleaning, and maintenance services 
tailored to the needs of the student population. 

 
 

 

 

….. 

The rest of the content is included in the official course. 


