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. ’ - ’. ’ , FORSTER  ~.
@rtIfi~  ‘Public Accountants

1700 Key Tower
lCNIO Second Avenue

March 13, 1989 Seatile,  WA 96104
Telephone (206) 624-7177
Cable PANKERR SEAmLE
Telafax  _~7~

Mr. Bert ram L. Wagnon, Executive Di rector
Alaska Industrial Develo~nt  and Export Authority
1577 CStreet, Suite 304
Anchorage, Alaska 99501

Dear Mr. Wagnon:

We have completed our study of the potential for resort development in Alaska
and the feasibility of the proposed Eagle Valley Resort in Anchorage.

As in all  studies of this type, the projected operating results assume that the
resor t  wuld be co~etently  and ef f ic ient ly  managed and marketed ,  and  tha t
there would be no substantive variation from the economic and market conditions
descr ibed  in  the  repor t . Since these projections are based on estimates and
assumptions which are subject to uncertainty and variation, we do not represent
them as results that wi’11 actually be achieved.

This study does not consider the possible impact of zoning  or  envi ronmenta l
regulations, toxic  or  hazardous  condi t ions ,  l icens ing  requi rements ,  or  o ther
restrictions concerning the proposed project.

Our conclusions are based on our fieldwork completed in December 1988. We have
no obligation to update our findings regarding changes in market conditions
w h i c h  o c c u r  s u b s e q u e n t  t o  t h e  co~letion  of  th is  repor t . However, we are
available to consult with you regarding the impact of any subsequent changes on
the proposed project.

Our r epo r t ,  my not be.used  in ,qny p r o s p e c t u s  o r  p r i n t e d  m a t e r i a l  u s e d  in
c o n n e c t i o n  wi”th the  sa le  ‘of  secur i t ies  or p a r t i c i p a t i o n ”  i n t e r e s t s  t o  the
p u b l i c ,  o r in  any newspaper  publ ic i ty  or  o ther  publ ic  forum,  wi thout  our
express prior written consent.

We wi l l  be p leased  to  ass is t  you ,in the  in terpre ta t ion  and,application  of.our
f i n d i n g s  a n d  c o n c l u s i o n s

Respectfully subitted,
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In early 1987 Mr. Robert

. ’

Rogner,

Imucr.xm ,.. .
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. . . . ..-:.. .: ..’

an Austrian developer, approached the State of
Alaska Department of _rce and Economic Develo@nt”  with plans to develop a
year-round ‘destination resort in Eagle River Valley near Anchorage, Alaska.

,  The proposed resort would be a large,
mjor ski area development in winter,
the sunmer and on a year-round basis.

Since part of the proposed development
Park, the Alaska Department of Natural
proposals for a ski area concession in
was the only respondent.

Subsequently, in my 1988, the State of

ful l -service ,  theme resor t ,  fea tur ing a
and a  hos t  of  tour is t  fac i l i t ies  dur ing

wuld be on state land in ~ugach  S t a t e
Resources, Division of Parks, requested
January 1988. Eagle Valley Resort, Inc.

Alaska Legislature authorized the Alaska
Industrial Development and Export Authority to’ procure an economic feasibility
study, with the cost of such study to be equally divided between the State of
Alaska and Eagle Valley Resort, Inc.

In August 1988 the State of Alaska requested proposals for such study, and
Pannell Kerr Forster was authorized to proceed with the study in October 1988.

The mrket md economic feasibili ty study is being performed in three phases.
Phase One is concerned with a study of market demnd for  major  des t ina t ion
resorts within Alaska, and in  par t icu lar  the  mrket demnd f o r  t h e  p r o p o s e d
year-round resort in Eagle Valley. Phases 11 and 111 are concerned with a
determination of estimted  cash flows and financial analyses for the project.

‘=~mTHE PmIcIPm

A.I.D.E.A.

The Alaska Industrial Development and Export Authority is an agency charged
w i t h  promting  the  economic  wel l -be ing  of  the  s ta te . The agency seeks to
encourage the expansion and “diversification of the  economy.  by  increas ing
employment and attracting industrial and consumer expenditures f“rom elsewhere
in the United States and from overseas.

The Rogner  -any

T h e  Romer  Companv i s  a n  A u s t r i a n  f i r m  w h i c h ,  among o t h e r  P r o j e c t s ,  h a s
develop~d  resor~ ~acilities  i n  s e v e r a l
e x p e r i e n c e d  i n resor t development
cons t ruc t ion ,  mnagement,  and mrketing.

European” Iocat;ons. The company is
and operation, including planning,

—-
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Eagle Valley Resort

,. T h e  pr.opo’sed.  Eag.Ie Val Iey Resort Muld.  be .. Iocated  at. a 95-8cre.  s.ite witpin.  the
“Munic~i”pality.  of Anchorage. approximately 12 miles north of “t.he’”*t@  core;,
As designed, the  resort m“uld inc”lude  500”guest  rooms in  two hote ls ,  food and
beverage outlets, meeting and banquet space, swiming  a n d  t e n n i s  f a c i l i t i e s ,
r e t a i l  s h o p s , a functioning Russian Orthodox church, a ski center,  and 892
condominiums. Public land adjacent to the development would be used for ski
development through a lease agreement with the state.

Pannell  Kerr Forster

Pannell Kerr Forster (FKF) is an international accounting and consulting firm
with thirty offices in the United States and an international association  with
over 300 offices worldwide. The firm provides a variety of services to the
lodging and resort industries, including independent audits, tax consultation,
feasibility analyses, and appraisals. This assignment was coordinated by the
Seat t le  FKF off ice .

The intent of the study was to analyze the potential demand for amajor destination
resort in Alaska and to project annual operating performance for the proposed
Eagle Valley Resort. The methodology applied in this study was as follows:

Overviewof  Alaska and Anchorage Area

We gathered and analyzed relevant economic and demographic information regarding
Alaska and the Anchorage area to determine the overall economic environment.
This

o

0

0

data included:

T o u r i s m  t r e n d s ,  incIuding  p a s t  a n d  p r o j e c t e d  v i s i t o r  c o u n t s  a t  ~jor
a t t r a c t i o n s , new attractions expected to enter the area, and general trends
within the state;

~nvention  and group meeting trends, including past and projected growth;

Airport activity trends;

o Other local factors or development, which.may have an impact on the proposed
projec t .

The above was accomplished through interviews with business leaders, government
o f f i c i a l s , and others expected to have pertinent information or input, and the

gathering and analysis of existing data’ and information.

Site Review and Analysis

The key members of the Pannell  Kerr Forster  study team conducted an initial
physical site inspection of the Wgle Valley Resort area. The folIowing  factors
were evaluated from a market suitability standpoint.

0 Site characteristics such as topography, access and visibili ty; surrounding
land use ; na tura l  beauty ;  access to  var ious  forms of  t ranspor ta t ion;
apparent suitabili ty for resort development.
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.0 Relationship to demand generators such as tourist ,attractions,  convention :

.  .f a c i l i t i e s ” , t h e ”  A n c h o r a g e ,  I n t e r n a t i o n a l  Airport,  theAnchorage  ,dtito~  “ ~~
facili t ies,  and the Anchorage population base.

0 A d v a n t a g e s / d i s a d v a n t a g e s  o f  t h e  site area as compared  wi th  the  s i te  of
poten t ia l ly  c~etitive  proper t ies .

y  ~etitive  M a r k e t  Sup~Anal sis of

We reviewed and analyzed potentially co~etitive  resort facilities in Alaska and
major existing lodging facilities in Anchorage.

The market orientation of other lodging and resort facili t ies in the area was
evaluated to determine their competitive position with respect to the proposed
projec t . We interviewed management and researched our library files to gather
information on levels of occupancy, seasonality, room rates, market orientation,
and o ther  per t inent  opera t ional  charac ter i s t ics  for  those  lodging and resor t
fac i l i t ies  d isp laying  mrket attributes to some extent similar to those of the
proposed project.

Through interviews with these operators, other developers, government officials,
and others, we determined the  s ta tus  of  o ther  mjor resor t  fac i l i t ies  under
construction, proposed or rmred for development which my be co~etitive  with
the proposed project.

We collected and analyzed site information and other pertinent data for other
proposed resort developments in Alaska. To co~lete our understanding of the
Eagle Valley project, we inspected selected existing Rogner resort projects in
Europe.

Analysis of Market Demand
I

M a r k e t  demnd  a l ready exis t ing  in  Alaska  was i n v e s t i g a t e d  t o  i d e n t i f y  t h e
v a r i o u s  g e n e r a t o r s  o f  r o o m s  demnd to the area. We interviewed key demnd
generators and referral sources to determine their needs and preferences for

!
r e s o r t  f a c i l i t i e s , the  current  and  ant ic ipa ted  potent ia l  for  growth ,  and  the
respective strengths of the various markets in terms of .seasonality,  w e e k l y

,demnd f l u c t u a t i o n s , vulnerabili ty to economic trends and changes. in travel
pat terns ,  and o ther  re la ted  fac tors . Similar mrket research procedures were
util ized in estimting the demnd for ski and sports facilit ies,  food, beverage,
banquet and other facilities from these sources.

I
t
1I

We ident i f ied  four  des t ina t ion  resor ts  cons idered  c-arable to the subject.
W e  s t u d i e d  t h e  m a r k e t  demnd f o r  t h e s e  p r o j e c t s  t h r o u g h  r e v i e w  o f  t h e i r
operations, interviews with management, and the gathering of information on
t h e i r source mrkets. We also  reviewed seasonality  o f  dennd, pr ice
sens i t iv i ty ,  and  absorpt ion  or  bui ld-up  per iod  needed to  reach  a  s tab i l ized
demand level.

We c o n d u c t e d  d i r e c t  f a c e - t o - f a c e  i n t e r v i e w s  w i t h  m a j o r  i n t e r n a t i o n a l  t o u r
wholesalers and travel agents in the United States, Canada, Europe and Japan.
Others  in terv iewed in  th is  phase  of  the  s tudy inc luded a i r l ine  execut ives ,
t ravel  profess ionals , and other private and government officials knowledgeable
in the national and international travel arena.

,
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.- Performance Projections” .“ ‘.: . . ., . -,,.,—

On the basis of our fieldwork and analysis, we made projections of occupancies,
average room rates, util ization of the ski and other sports facili t ies,  food and
beverage revenues, and revenue from other sources for a representative future
year,  and for each year for the first  ten years of operation of the proposed
re so r t . We also analyzed the potential revenues which could be anticipated from
sales of condominiums, either outright or through time-share.

Operating expenses were projected based on the results achieved at co~arable
r e s o r t s  a n d  a t  e x i s t i n g  u p s c a l e  h o t e l s  i n  t h e  A n c h o r a g e  area. Expense
projections took into account general price inf la t ion  and  f luc tua t ion  due  to
changes in occupancy and revenues.

Estimtes  of Developme nt ~sts, Financing, and Net Cash Flow

We reviewed cost estimates provided by the developer of the proposed resort and
prepared  independent  es t imates  of  the  cos t  of  key  co~onents. Gnventional
f inancing terms were  appl ied to  projec t ions  of  opera t ing  performance  and
estimated development cost to derive projected net cash flow and return to equity.

Analysis of Economic I~act

We examined the effects which the development would have on the economy of
Anchorage and the State of Alaska. Topics considered included e~loyment,
personal income, tax revenues, and the multiplier effect.
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Economic Overview of the City and State

The Alaskan economy experienced rapid expansion during the early 1980’s. This
growth was fueled by high world oil prices and increased production from the
North  Slope  f ie lds . With  the  col lapse  of  o i l  pr ices  in  1985,  the  economy
e n t e r e d  a r e c e s s i o n a r y  p e r i o d  c h a r a c t e r i z e d .  b y  a  d e c l i n e  i n  -lomnt, o u t-

migration, and reduced income.

Many public and private developments begun in Anchorage during the boom years
were  co~leted  after the collapse. As a result ,  developers of such facilit ies
as the new convention center, the performing arts center, and major downtown
shopping mall have seen these  projec ts  perform a t  levels  well b e l o w  t h e i r
original expectations.

Projections call  for a molest average rate of growth in the economies of the
c i ty  and s ta te  over  the  long te rm. However, this growth can be expected to
fluctuate widely with changes in oil prices and production.

Transportation trends are considered key to lodging and resort demand. The
overall  volume of air passenger traffic, which rose with the expanding economy,
has stagnated ”since 1985 . Travel to and from Anchorage on foreign-owned
airlines has increased somewhat, whi le  domest ic  t ravel  has  suffered  a  s l ight
dec l ine .

The volume of transit  travel is expected to decline drastically in future years
as a result  of the improved fuel efficiency of new aircraft  and the opening of
Soviet airspace. Whi le  these  passengers  cont r ibute  l i t t le  to  the  Anchorage
economy, t h e  r e d u c t i o n  i n  f l i g h t s  c o u l d  s i g n i f i c a n t l y  r e d u c e  t h e  volw of
lodging demnd  from airline crews.

Tourism and Resort Developme nt in Alaska

The tourism industry in Alaska is charac ter ized  by
vas t  maior.itv of  p leasure  t ravelers  arrive  dur ing  a

extreme seasonality. The
three-nth  sumner  Season.

Tourism-duri~g  the winter and shoulder seasons has been miniml. The largest
single source market for Alaskan tourism is the western United States.

The volume of international tourism.to  Alaska is growing rapidly in percentage
terms, though it  remains a minor co~onent  within overall  visits to the state.
Travel from the Far East, particularly Japan and Korea, is expected to continue
to increase
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P r o p o s e d  r e s o r t .  d e v e l o p m e n t s  include  an’”e~nsion of” Alyeska  and a pro jec t
pr’oposd.  by  Mitsui’  ~. a t  H a t c h e r ,  P@ss. In our projections rode. in this .
report,  we have assumed that these facili t ies wuld not be developed dtiring  the
forecast period.

The Proposed Eagle Valley Resort

The proposed resort would be located in a rural setting at the edge of ~ugach
State,Park, approximately 12 miles from downtown Anchorage. The site would be
convenient to the airport and would be easily  accessible from Highway f via a
scenic road which is planned through a designated greenbelt area. T h e  Iand is
l a r g e l y  uni~roved; develo~nt  of  the  resor t  would  involve  subs tant ia l  costs
i n  s i t e  i~rovement, road work, and utility connections.

The resort is designed to present the appearance of a self-contained village
from the  turn-of- the  century  Qld Rush era . As proposed, f a c i l i t i e s  muld
include 500 guest rooms in tw hotels, 890 condominium units, restaurants, 18-hole
golf course, a convention and recreation center, leased retail space, a Russian
Orthodox church, and a ski lodge. Ski l ifts, slopes, and mountain lodges would
be located adjacent to the developed portion of the resort on park property and
muld  be operated under a concession agree~nt.

The Rogner Company is an Austrian firm which has successfully designed, built,
and operated village-style resorts and other lodging properties in Europe.

The Anchorage Lodging Market

The proposed resort would compete with existing upscale hotels in Anchorage for
a portion of market demand. There are six such hotels, with a total of 2,233
guest rooms, which constitute the directly co~etitive  mrket.

~rket demand for 1988 was approximately 598,400 room nights, for an occupancy
rate of 73.4 percent. The mix of demnd  is estimated at 36 percent commercial
and government, 31  percent  a i r l ine  crew,  24  percent  tour is t ,  and  10  percent
group and convention.

Market occupancy was near 80 percent in 1984 and 1985. The decline in the
economy and the opening” of a new hotel caused the rate to decline to a “low o“f
69 percent in 1986. Since then the mrket has shown slow i~rovement.

The  lodging  mrket  is highly seasonal. The majority of tourist demand occurs
during the sunmer season, br inging  mrket  occupancy to i ts practical capacity
o f  o v e r  9 0  p e r c e n t  during  those  mnths. During the remainder of the year,
demand cons is t s  pr imar i ly  of  bus iness  and government  t ravelers  and a i r l ine
crews. The relatively small amount of convention trade is concentrated during
the spring and fall.

Market room rates averaged $77 in 1988. As a result of high mrket occupancy ,
r a t e s  h a v e i n c r e a s e d  h i s t o r i c a l l y  a t greater t h a n  t h e  o v e r a l l r a t e  o f
i n f l a t i o n .

I

—- ———



I
I II-3

I Performance at -arable  Destination Resorts
. . . . .,

..”” .Several year-ro~d”’ d e s t i n a t i o n  r e s o r t s  c o n s i d e r e d  to be s~what c~a.rable  to
the subject’ property are presently operating in the western United States and
Canada. These  resor ts  of fer  sk i ing  and re la ted  ac t iv i t ies  dur ing  the  winter
and  a variety of outdoor recreation during the rminder  of the year. Each is
located in a rural setting a few hours from a major population center.

In general, these properties have a distinctly seasonal pattern of operation.
The resorts ,are known primarily for their skiing, and achieve relatively high
occupancies, often approaching 80,pe.rcent,  during the winter season. Ut i l iza t ion
d u r i n g  t h e  surnner a n d  s h o u l d e r  per”iods t e n d s  t o  b e  r e l a t i v e l y  l o w ,  a s  t h e
resorts compete with beach resorts and other surmer  activities. .  @ an  annual
basis, occupancy rates in the range of 48 to 63 percent are being achieved.

Average room rates at the better quality hotels within these resorts are in the
range of $64 to $109; only the highest quality properties in the best-known
resorts have been able to exceed this range.

I Each of the comparable resorts was developed over an extended period, with
\ facili t ies being added as the reputation of the area became established. In no

case was one of the comparable properties constructed as a unit and brought
in to  the  market  a l l  a t  once . There is an example of such a comprehensive
project in the development of a resort destination in Cancun, Mexico;  however ,
this is a beach resort developed with substantial government assistance and is
not considered comparable to the subject.

Survey of Source Krkets

Primary source markets for the proposed resort include Alaska, the rminder  of
North America, Europe, and the Far East. The unique facilities of the resort
would be expected to draw new d~nd from these markets, demand which is not
presently being attracted to the Anchorage area.

Because the resort would be located in Anchorage, it would be unlikely to attract
overnight lodging demand from this major population center. Little new d-rid
would be generated from elsewhere in Alaska, since Anchorage is already the
principal in t ras ta te  des t ina t ion  and because  of  the  genera l ly  lower  median
incme of residents of other communities.i

As in the p a s t , the United States and Canada will be a major source of dmnd
for the Anchorage market. However, in seeking to induce new demand to the
area , the proposed resort would be competing with a large number of existing
proper t ies , many of  which offer  ameni t ies  and services  of  equal  or  grea ter
qua l i ty .
Anchorage

European
re so r t .
in teres t

The much greater distance and travel costs associated with a visit to
would also serve to limit the vol~ of new demand.

tourism would not be a significant source of d~nd for the new
Most  ex is t ing  d~nd  from Europe consists of sportsmen with little
in  a  fu l l–service  resor t . For those interested in skiing, excellent

\ f a c i l i t i e s  a r e  a v a i l a b l e  i n  nunerous  E u r o p e a n  r e s o r t s ,  a t  f a r  l e s s  t h a n  t h e
! c o s t  o f  a n  i n t e r c o n t i n e n t a l  v a c a t i o n . Finally, travel between Europe and

Anchorage may be limited in future years by a reduction in airline service.
Defnand from the Far Eastl in particular from Japan, would be a potential source
for the new resort. Skllng is a very popular activity in Japan, and the slopes
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are generally .crowded”and expensive.. The cost of a trip., froin  Japan to Anc~orage”,.,

““ wuld be comparable to the” cost” of visiting other @pularNorth  American resorts.
1 However, an Alaskan resort muld face strong  co~etition  from other North American

and European destinations. Japan would also be expected to provide some new
sunrner t o u r i s t  demnd.

Projected Resort Revenues

T h e  v o l u m e  a n d  seasonality  of mrket d e m a n d  a r e ,  e x p e c t e d  t o  l i m i t  t h e
performance of the resort in both the short axial. the long term: Room occupancy
is projected to stabilize at  91 percent during the peak sumner season, but to
fall  to 31 percent during the shoulder periods and 27 percent in the winter.
The average daily room rate is projected at $112 in 1989 dollars.

1 The resort would generate revenue from the rental of guest rooms, operation of
the ski l i f t s  a n d  r e l a t e d f a c i l i t i e s , food and beverage s a l e s ,  a n d
misce l laneous  sources  such as  te lephone and laundry  serv ices . Additional

I
income would be. received as lease payments from the tenants of retail shops.

1 The design of the condominiums is such that the sale of individual units would
be physically possible. However, o u r  a n a l y s i s  o f  demnd i n d i c a t e s  t h a t  t h e
achievable sale price would not support development and marketing costs of
these units,  whether sold outright or on a timeshare basis. No revenues are
included from this source in our projections.

Projected Operating Expenses and Net Operating Income

Operating expenses were projected for the proposed resort based on the perfor-
mance of other Anchorage-area hotels and resort hotels in other areas. mst of
these costs include a variable component (which fluctuates with changes in
revenues) and a fixed component (which remains constant).

i Projec ted  cos ts  incorpora te  the  assqtion  of a 4.5 percent annual
rate over the forecast period. Revenues and expenses are classified

I to the ~iform S y s t e m  o f - A c c o u n t s  f o r  H o t e l s .

I The,. following table s-rizes our, projections of revenues, operating
and net operating income for the pro~sed  resort.

Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Occupancy Rate

S~ry of Projected Opcrating Results

27%
36%
42%
45%
45%
45%
45%
45%
45%
45%

Average Room Rate

$111
$126
$140
$147
$153
$159
$166
$174
$182
$190

Total Revenue

$38,510,000
$53,211,000
$65,748,000
$73,506,000
$77,022,000
$80,379,000
$84,034,000
$88,001,000
$92,115,000
$96,309,000

in f la t ion
according

expenses,

Net @crating Income

($1,541,000)
$4,772,000
$9,772,000

$12,175,000
$12,748,000
$13,199,000
$13,809,000
$14,577,000
$15,340,000
$16,054,000
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tivelop”  -nt @sts, Financing, a n d ” ’  N e t  Qsh F l o w

The cost of developing the proposed resort is estimated at $250,000,000, stated
in 1992 dol la rs . @st es t imates  a re  based  on  informat ion  provided by  the
developer, current industry standards as reported by an independent valuation
service, and the experience of other hotel and resort developments.

Financing terms were selected using averages reported in the first  half 1988
edi t ion  of  the  Hospi ta l i ty Investment Survey,
Forster.”

a  publ ica t ion  of  Pannell  Ker r
An average interest fate of 10.8 percent on a fried-rate conventional

loan over a 28.1 year amortization period was used, with a debt service coverage
ratio of 1.27. Under this scenario, the maximum loan munt would be $87,000,000,
leaving $163,000,000 to be financed by equity investors.

The following table presents the projections of net cash flow and return to
equi ty .

Proiected  Net @shFlow (000)

Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Projected
NOI (1)

$(1,541)
$ 4,772
$ 9 , 7 7 2
$12,175
$12,748
$13,199
$13,809
$14,577
$15,340
$16,054

Debt
Service

$10,038
$10,038
$10,038
$10,038
$10,038
$10,038
$10,038
$10,038
$10,038
$10,038

Income
Tax

-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o -

Net
Qsh Flow

$(11,579)
$ (5,266)
$ (266)
$  2 ,137
$ 2 ,710
$ 3 ,161
$ 3 ,771
$ 4 ,539
$ 5 ,302
$ 6 ,016

@turn
to Equity

-7.1%
-3 *2%
-0.2%

1.3%
1.7%
1.9%
2.3%
2.8%
3.3%
3.7%

Cumulative
Return

$(11,579)
$(16,845)
$(17,111)
$(14,974)
$(12,264)
$ (9,103)
$ (5,332)
$ (793)
$ 4,509
$ 10,525

(1) Net Operating Income is defined as income before deducting depreciation,
rent , interest, -rtization,  and income taxes.

Economic I~act

The proposed resort would have both direct and indirect effects on the economy
of the Anchorage area and Alaska. Direct effects would include an increase in
~loyment  during both construction and operation, increases in personal income,
s a l e s  a c t i v i t y  a t  t h e  r e s o r t , and tax revenues from the sale of guest rooms.
I n d i r e c t  b e n e f i t s  muld  inc lude  secondary  spending  by  resor t  e~loyees  ( the
multiplier effect) and related growth in employment, income, and tax revenues.

I

The table on the following page sun’marizes  our estimate of the potential impact
of the resort on the regional economy in a representative future year.

1
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S~ry o f  Es.timted  Economic  Iwkcts .  .  -. . .. . . .. .

I

I

I

Construction Phase
New direct jobs
New indirect jobs

Operating Phase
New direct jobs
New indirect jobs

DI~ TAX REVENUE ~AREPRESENTATIVE YEAR

Park ~ncession  Fees
Real Estate and Personal Property Tax
Hotel Occupancy Tax

Ins t ruct ion  Phase
Direct Construction Expenditures

Operating Phase
Direct New@est  Expenditures

- Anchorage Area
-Other Alaska

Total

Indirect (at  1.92 spending multiplier)
- Anchorage Area
-Other Alaska

Total

750
465

1,000
620

$213,000
$1,960,000
$2,060,000

$150,000,000

$ 43,000,000
54,000,000

$ 97,000,000

$ 40,000,000
50,000,000

$ 90,000,000

I
I

———
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bnd for a Major Destination Resort in Alaska

A destination resort generally is defined as a self-contained develo~ent
featuring guest acc-dations, substantial indoor and outdoor recreational
facilities, meeting and banquet space, food and beverage outlets, and retail
shops, located in an attractive setting. Because of the attractive environ-
ment and wide variety of activities, destination resorts often attract guests
for extended lengths of stay.

T h e  d e v e l o p m e n t  o f  a  m a j o r  f u l l - s e r v i c e  d e s t i n a t i o n  r e s o r t  i s  i n h e r e n t l y  a n

I expensive undertaking. Development costs in Alaska can be especially high due
the constraints of construction which can be imposed by climatic conditions and
the  h igher  pr ice  s t ruc ture  genera l ly . The substantial costs associated with

I
developing a major full-service destination resort in Alaska, therefore, could
o n l y  b e  e c o n o m i c a l l y  j u s t i f i e d  i f  t h e  f a c i l i t y  w e r e  c a p a b l e  o f  g e n e r a t i n g
significant d~nd  during more than one season.

1 Tourism to Alaska historically has been quite strong during the smer months ,
particularly visits to the Anchorage area. We estimate unsatisfied demand for

I

the competit ive lodging facili t ies in Anchorage during the smer season to be
approximately 20,000 room nights for 1988; t h i s  c o u l d  l i k e l y  i n c r e a s e  t o
approximately 49,000 room nights by 1991. However, based on our r e s e a r c h ,
w i n t e r  a n d  s h o u l d e r  s e a s o n  dmnd f o r  a  d e s t i n a t i o n  r e s o r t  i n  A l a s k a  i s

~ genera l ly  l imi ted , resul t ing  in  re la t ive ly  low annual  occupancy ra tes  for  a
year- round resor t  fac i l i ty .

Interviews with major tour  opera tors  and wholesa lers  in  the  Uni ted  Sta tes ,
Canada, Japan and Europe showed strong demand for people wanting to visit and

)

t rave l  throughout  Alaska  to-exper&n ce the environment and see the natural
b e a u t y  ~renof d“ t  a r e a s  w i t h i n  t h e  s t a t e . These  f indings  indica te  dad

i
for more
Such fac i l i t ies  would  be  in  demand pr imar i ly  during  the smer an
seasons and would not require extensi~e  recreational-and resort facili t ies and
infras t ructures .t

i
While  our  f indings  as o u t l i n e d  i n  t h i s  r e p o r t  h a v e
Alaskan resor t  develowents,  they are not intended to

f e a s i b i l i t y  a n a l y s e s f o r  o t h e r  p r o p o s e d  p r o j e c t s .
important variables which may significantly impact the
speci f ic  projec ts . These variables might include:

Advantages and disadvantages of the proposed resort’s

impl ica t ions  for  o ther
subs t i tu te  for  de ta i led
Such s tudies  cons ider
economic feasibili ty of

site and location

Est imated  develo~ent  costs for the resort and infrastructure

Financial strength of ownership and the availability of capital

Established relationships between the developer and air carriers, the tour and
travel industry, and foreign markets

Other pertinent factors that could affect demand and economic feasibility
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-d for the @oposed  .Esgle  Valley Resort . . .“ , . . .,, .,. . . . .. .. . . . . .

The  proposed Eagle  Val ley  Resor t  wuld be  loca ted  approximate ly  twelve  mi les
from downtown Anchorage and twenty miles from the Anchorage International
Airpor t . This wuld allow the subject property to attract some rooms demand
f r o m  t h e  e x i s t i n g  h o t e l s  a n d  l o c a l  d a y  s u p p o r t  f o r  t h e  r e s o r t  f a c i l i t i e s .
However, because the subject site is located so near to Anchorage, it muld not
be able to attract any significant munt of overnight resort demand from
Anchorage residents.

The Eagle Valley ~sort would be the first mjor year-round destination resort
in Alaska. The proposed concept of an integrated, gold rush style Vi.llage.  was
generally well received by the travel executives interviewed during our study.

Although the proposed resort is projected to perform at i ts practical capacity
dur ing  the  sumner s e a s o n , demand during the winter and shoulder seasons is

J expected to be limited. The annual occupancy rate of the resort is projected to
stablize  a t  4 5  p e r c e n t . Despi te  h igh  room pr ices  and addi t ional  sa les  a t

I
r e s t a u r a n t s ,  s k i  l i f t s ,  a n d  o t h e r  s o u r c e s , the substantial  operating expenses
are expected to absorb nearly all of the revenues generated. The net operating
income of the resort is projected to be negative in the first year of operation
and to remin relatively low through the reminder of the forecast period.

The cost to develop the guest units, recrea t ional  fac i l i t ies ,  and inf ras t ructure
of the resort would.be  quite high. Since the -unt ,of debt financing available
to the project would be limited by its anticipated performance, a significant
share of development costs wuld need to be borne by equity investors. Given
our projections of net operating income and the need to meet annual debt ser-
vice, the projected net cash flow to equity would be unlikely to attract the
necessary investment capital.

Our  conclusions regarding the feasibility of the proposed resort assume that
, the project would be developed without government assistance. While @vernment
i f inancing wuld not affect the operating performance of the resort or the market

f e a s i b i l i t y  o f  t h e  p r o j e c t , government support in the form of grants, direct
absorption of development costs, below~rket  financing, or loan ~arantees  could
affec t  projec t ions  of”net cash-flow and the rate of

\

‘ In the absence of government assistance, i t  is our
the proposed Eagle Valley Resort is not economically

800 ~AL_TIVE

r-eturn  to equity  i n v e s t o r s .

opinion that  devel~pment  of
feas ib le .

We have also analyzed the performance and i~act of the proposed resort under
the assumption that only 800 guest units are developed, and that c o m m e n s u r a t e
r e d u c t i o n s  a r e  m a d e  i n  r e t a i l  s h o p  s p a c e ,  m e e t i n g  s p a c e ,  a n d  r e c r e a t i o n a l
f a c i l i t i e s .

The reduction in the size of the resort would be mde wi thout  d is turb ing  the
appeal of the project as an integrated theme resort,  and our projections and
underlying ass~tions  are detailed in Appendix A of this report.

The following table smrizes our projections of revenues, operating expenses,
and net operating income for the smiler, 800 room resort:

—
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.800 - ~ Alternative,,.

‘ ... .Stiry” o f  %ojected @
,, .,,

., ~ating  Resultsj . .. . . . .,.
Occupancy Average

Year ~te Room Rate Total Revenue Net Qcrating Income

1992 45% $110 $36,884,000 $1,821,000
1993 52% $120 $44,646,000 $4,964,000
1994 57% $133 $52,167,000 $7,860,000
1995 59% $138 $56,460,000 $8,915,000
1996 60% $144 $60,083,000 $9,751,000

, 1 9 9 7 6 0 % $150 $62,796,000 $10,173,000
1998 60% $157 $65,738,000 “$10,72 O,OOO
1999 60% $164 $68,749,000 $11,227,000
2000 60% $172 $72,067,000 $11,903,000

j 2001 60% $179 $75,274,000 $12,383,000

Developme nt Costs, Financing, and Gsh l?low

I The cost of developing the smiler resort is estimated at $168,000,000, stated
in  1992 dol la rs . Cost  estimtes  are  based  on  informat ion  provided  by  the

) developer, current industry standards as reported by an independent valuation
service, and the experience of other hotel and resort develo~nts.

Our projection of financing costs and net  cash  f low for  the  resor t  assumes
average  convent ional  f inancing  te rms as  de ta i led  in  the  repor t ,  wi th  a  debt\
service coverage ratio of 1.27, interest at  10.8 percent,  and a term of 28.1
years . Total amount financed under this assumption is $66,000,000, and capital
is $102,000,000.

Under these ass~tions, the projected return to equity is miniml  or  negat ive
t throughout the forecast period.

I The following table presents the projections of net cash flow and return t o
equi ty .

1
1

Year

1992
1993
1994
1995
1996
1997
1998
1999

I
2000
2001

Projected
~1 (1 )

$1,821
$ 4 , 9 6 4

$7,860
$8,915
$9,751

$10,173
$10,720
$11,227
$11,903
$12,383

Projected Net Cash Flow (000)

Debt Income Net Return
Service Tax Gsh Flow to Equity

$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678

-o-
-o-
-o-
-o-
-()-

-o-
-o-
-o-
-o-
-o -

$(5,857)
$ (2 ,714)
$ 182
$ 1,237
$ 2,073
$ 2,495
$ 3,042
$ 3,549
$ 4,225
$ 4,705

-5.7%
-2.7%

0.2%
1.2%
2.0%
2.4%
3.0%
3.5%
4.1%
4.6%

Cumulative
Return

$(5,857)
$(8,571)
$(.8,389)
$(7,152)
$(5,079)
$(2,584)
$ 458
$ 4,007
$ 8,232
$12,937

(1) Net Operating Income is defined as income before deducting depreciation,

1
rent , i n t e r e s t , mrtization,  and income taxes.
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The table below s=rizes our estimate of the potential economic impact of the
smiler resort on the regional economy in a representative future year:

800 Room Alternative
Sum’nary of Estimted  Economic I~acts

800 Unit Resort

I

J ~nstruction  Phase
New direct jobs
New indirect jobs

Operating Phase
New direct jobs
New indirect jobs

DI~ TAX REVENUE =AREPRESENTATIVE YEAR

Park @ncession  Fees
Real Estate and Personal Property Tax
Hotel Occupancy Tax

~~ED EXPENDITURES

\
tinstruction  Phase
Direct Construction Expenditures

, Operating Phase
Direct New ~est Expenditures

- Anchorage Area
- Other Alaska :

Total

Indirect (at  1.92 spending multiplier)
- Anchorage Area
- Other Alaska

Total

550
340

800
500

$208,000
$1,120,000
$1,486,000

$110,000,000

$ 28,000,000
32,000,000

$ 60,000,000

$ 26,000,000
30,000,000
56,000,000
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In  th is  sec t ion  we focus  on  h is tor ica l  and  projec ted  t rends  re la t ing  to  the
Alaskan economy and on the role that tourism plays within this economy. Analysis
is then mde to  de termine  the  fu ture  impl ica t ion  of  these  t rends  on  resor t
development.

The  subjec t  s i te i s  l o c a t e d  i n  t h e  r u r a l  o u t s k i r t s  o f  t h e  m u n i c i p a l i t y  o f
Anchorage, Alaska. Alaska  i s  the  la rges t  s ta te  in  the  union  interms of l a n d
a rea . The  s ta te  i s  approximate ly  570,000 square  mi les  in  s ize ,  or  about
one-fifth the combined area of the other 49 states. Alaska is a state rich in
minerals; i t  i s  es t imated  to  be  the  par t  of  the  Uni ted  Sta tes  mst l ike ly  to
contain undiscovered oil fields.

Anchorage i s  A l a s k a ’ s larges t metropolitan area with a  p o p u l a t i o n  o f
approximately 230,000, over 40 percent of the population of the state as a whole.
The city, which occupies 1,955 square miles, is situated on a broad plain at the
head of the Cook Inlet  in the southcentral  region of the state. Anchorage is
Alaska’s center for communications, transportation, finance industry  and trade.

~pulation

Over the last few years, Alaska’s economy has been inversely related to that o f
other West Coast states. Alaska’s past boom tires and the lure of well-paying
jobs attracted many people in the mid-1970’s and from 1981 through 1985. Most
migrants to Alaska came from Washington, Oregon and California. Population in
both Anchorage and the state of Alaska as a whole reached its peak in 1986.
However, as  the  pr ice  of  Alaskan crude  o i l  ( the  s ta te’s  economic  mains tay)
dropped, many people left the state and in-migration slowed dramatically. From
1980 to 1987, the population of Anchorage and the state of Alaska increased at
average annual rates of 4.0 percent and 4.2 percent,  respectively. It must be
noted, however, that out-migration, a t t r ibutable  to  the  sharp  dec l ine  in  the
p r i c e  ofoil, r e s u l t e d  in a loss of mre t h a n  8 , 0 0 0  p e o p l e  in Anchorage.”from
1986 to 1987. Growth in population, a t  b o t h  t h e  s t a t e  a n d  l o c a l  l e v e l ,  i s
projected at approximately two percent through 1992.

The number of households rose at a somewhat faster pace than the population.
This  pa t te rn  ref lec ts  a  na t ional  t rend toward  stiller  household  s ize ,  and  i s
expected to continue in future years.

Effective Buying Income

From 1980 to 1987 aggregate personal income in Anchorage and Alaska increased
at drmtic  average annual rates of 10.2 percent and 9.5 percent,  respectively,
rates well  above that of general inflation. However, personal income declined
i n  1 9 8 7  f o r  t h e  f i r s t  t i m e  i n  s e v e r a l  y e a r s . This  dec l ine  counters  the
national trend, but is understandable in l ight of Alaska’s recession and the
strong national economy. ~ early 1988, decreases in effective buying income
had ceased and projections for Anchorage and Alaska indicate real increases of
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4 . 3  ,~rcent  a n d  5 . 5  p e r c e n t ,  ..resPectivelY. I n c r e a s e s  i n  inc~ o n  a  p e r
housebld  b a s i s  h a v e  b e e n  @re ~dest,  e x c e e d i n g  t h e  rate :of””  inflation  by.less  ~ .
than  three  percent . P r o j e c t i o n s  t h r o u g h  1 9 9 2  i n d i c a t e  e x p e c t a t i o n s  o f  ‘rea’l
growth of two to three percent.

Retail  Sales

Retail  sales in Anchorage increased at rates slightly above that of effective
buying income during the period from 1980 to 1987. IVbst o f  t h i s  g r o w t h ,
however, occurred prior to 1987, a year when retail  sales actually declined.
For the seven-year period, sales for Wchorage  showed a real increase of over
eight percent; for the state as a whole, a wre moles t  increase  was  rea l ized.
Sales per household in Anchorage and the state as a whole showed real increases
of 3 . 8  p e r c e n t  a n d  1 . 5  p e r c e n t , respect ive ly . Projections c a l l  f o r  r e a l
increases  of r e t a i l  s a l e s  o f  o v e r  t h r e e  p e r c e n t  i n  t h e  a g g r e g a t e ;  a n d
approximately one percent on a per household basis.

The following table presents a sary of demographic trends for Anchorage for
the period 1980 to 1987. Based on the Consumer Price Index for Anchorage, the
inflation rate for this period was 2.9 percent. Inflation for the period 1987
to  1992 i s  Droiected  at 4.5 percent. A demographic profile of both the city of
Anchorage  fid ~he state as a-whole is included in the-addenda.

Smry of Dmgraphic Trends -Anchorage

(~ound  Average  Annual Ra~es of G r o w t h )

1980 - 1987
Inf la ted Rea 1
Growth Growth

4.0%
Population

Persons
Household 4.5%

Income
Aggregate. 10.W. .7.m.,
Per Household” 5.5% 2.6%

Retail Sales
Aggregate 11.5% 8.6%
Per Household 6.7% 3.8%

1987 - 1992
Inf la ted Rea 1
Growth Growth

1.8%
2.1%

8.8% 4.3%
6.6% 2.1%

7.6% 3 . 1 % .
5.4% 0.9%

Source: Sales and ~rketing  Management’s Survey of Buying Power,

t
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Alaska~s  Current *1o~nt Scene

The huge revenues derived from sales of North Slope oil  in the early 1980’s
fueled the state’s last round of economic expansion. This came when une~loyment
rates in the United States,  particularly the West, were higher than norml and
r i s i n g . Although the number of people roving to Alaska had little effect on the
un~loyment  rates of other western states, it had a large impact on une~loyment
rates in Alaska. Even with strong economic growth between 1980 and 1985, the
a n n u a l  a v e r a g e  une~.lo~nt  ra te  dur ing these  years  was  over n i n e  p e r c e n t .

With the sharp decline of wrld oil prices at the end of 1985, the une~loyment
rate began to rise reaching nearly eleven percent by 1986. The greatest loss of
jobs occurred in the construction industry which declined by5, 200 jobs or28 percent.

While 1986 is viewed, by the  Alaska  Depar tment  of  Labor ,  as  the  s tar t  of
Alaska’s economic downturn, 1987 is viewed as the turnaround year. Alaska’s
~loyment  declined at an increasing rate in late 1986 and early 1987, however,
by the end of the year, strength in several basic industries began to stem the
loss in e~loyment.  G r o w t h  i n  f i s h i n g , timber and federal government largely
o f f s e t  l o s s e s  i n  o t h e r  i n d u s t r i e s . As  people  le f t  the  s ta te ,  the  e~loyment
s c e n e  i~roved  in many cornnunities. Whi le  jobs  were  not  p lent i fu l ,  a t  leas t
people who wantedto  wrk could usually find jobs.

T h e  mst r e c e n t l y  p u b l i s h e d  une~loyment  rate for the state of Alaska is 8.4
percent achieved in October 1988. T h i s  d e c l i n e  i n  t h e  une~loyment  rate is a
reflection of continued improvement in the Alaskan economy. Although Alaska has

i

national average
o f  e~loyment  i n
in the addenda.

bust cycles have

a high percentage of seaso~al  e~loymnt, the Department o~ Labor ex~ects  that the
une~loyment  rate in the state of Alaska could converge on the
if spared the economic upheavals created by booms. A smry
Alaska for the period 1980 through October 1988 is presented

@loylne nt Forecast for Alaska

According to the Alaska Department of Labor, previous boom and
Passed  .thrgugh  Alaska’s economy and each time when the cycle ha; ,run. its
course, Alaska has emrged  with a larger and more diversified economy. Mining,
manufactur ing ,  and,  to  a  lesser  extent , tourism will  be the activities which
will  lead Alaska out of the longest period of e~loyment  contraction in recent
memry. If the Department of Labor’s forecast for qloyment  through 1989 is
accurate, Alaska’s economy will head into the 1990’s with 40,500 mre jobs than
at the beginning of the decade. This translates into 24 percent mre jobs and
an annual growth rate 2.2 percent.

The outlook for the inmediate  future of the Alaskan economy is one of guarded
optimism. Optimistic in  the  fac t  tha t  e~loyment  g r o w t h  i s  b e g i n n i n g  t o
over take  e~loyment losses  and Alaska  i s  current ly  on  a  course  for  fu ture
growth. However, this optimism is guarded because while e~loyment  gains in
some indust r ies  rTRy be realized, overall  e~loyment  growth is dependent upon
the stabilization of the oil  and gas industry, government and other secondary
indus t r ies  dependent  upon o i l . Therefore, o v e r a l l  e~loyment  g r o w t h  s t i l l
rests squarely on the shoulders of the wrld oil mrket.
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Anchoragets ~rrent ~lo~nt Scene

Growth in ~lo~nt in Anchorage from 1980 through October 1988 has basically
paralleled that of the state as a whole. In accordance with the sharp decline
in wrld oil  prices at  the end of 1 9 8 5 , the average annual un~loyment  rate
increased from a low of 6.7 percent in 1981 to a high of 8.6 percent in 1986.
The greatest loss in jobs was again realized in the construction industry.

The mst recent data published by the Alaska Department of Labor indicates an
une~loyment  rate,  in Anchorage, of 6.9 percent. Although the number of people
~loyed  in nonagricultural jobs is significantly less than experienced in 1984
through 1986, out-migration h a s  s u c c e e d e d  i n  s u b s t a n t i a l l y  r e d u c i n g  t h e
un~loyment  r a t e . A  sary of ~loyment  in ~chorage  f o r  t h e  p e r i o d  1 9 8 0
through October 1988 is presented in the addenda.

~lo~ t Forecast for Anchorage

An analysis done by the economists of the University of Alaska’s Institute of
Social and Economic Research (ISER) and published in the Decetier 1987 issue of
the Alaska Review of Social and Economic Conditions, paints a rather gloomy
p i c t u r e  o f  f u t u r e economic conditions in Anchorage. According  to  the  ISER
economists, when the.Alaska  economy is hot, Anchorage”heats up disproportionately.
When the economy is down, Anchorage slows down mre than the rest of Alaska.
ISER’S forecast indicated that Anchorage and the North Slope will be the slowest
regions in Alaska to return to previous highs, due to their dependence on the
petroleum industry and state revenues, and the excess capacity in the support
sec tor . Even though Anchorage is the support center for Alaska, it will take
time for development elsewhere to cause the mrket to absorb the excess in the
workforce and infrastructure.

With excess capacity i n  t h e  l a b o r  f o r c e  a n d  l i m i t e d  j o b  o p p o r t u n i t i e s ,
Anchorage area e~loyment, according  to  ISER, will  grow at an annual rate of
only 1.2 percent t o  t h e  mid-19901s. I n  c o n t r a s t , ISER projec ts  growth in
e~loyment  in the state as a whole to grow at an annual rate of 1.4 percent
d u r i n g  t h e  s a m e  p e r i o d .

A February 1988 report issued by Victor Fischer Associates (VFA) and prepared
for the ~icipality  of Anchorage, Tom Fink, Mayor, includes an evaluation of
the abovementioned economic forecast for Anchorage presented by ISER. Even
t h o u g h  ISER’S projected growth rate in ~loyment  of 1.2 percent is considered
barely above stagnation level, VFA views this forecast as optimistic.

The econometric mdel on which ISER’S projections are based is “driven” by the
price of oil  and by e~loyment  in  bas ic  indus t r ies . Established relationships
are  used  to  der ive  suppor t  sec tor  jobs ,  popula t ion ,  and o ther  fac tors .  VFA
considers i t  unlikely that relationships of the past will  apply today or in the
n e a r  f u t u r e , and  tha t  the  mdel d o e s  n o t  a l l o w  f o r  A n c h o r a g e ’ s  c u r r e n t l y
different underlying economy.
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. . ’ According. to WA, “ t h e .  qpirali:ng  .d~ward  .presstire e x e r t e d  ,on t h e  eponow.  by . ..”.. .

f o r e c l o s u r e s ,  b a n k r u p t c i e s ,  f a l l i n g  p r o p e r t y  v a l u e s . ,  ~d.other d e p r e s s a n t  Will  ““: “
counterac t  the  ‘ inf luence  of  growth  oc”c’urri”ng  e lsewhere  in the state. As a
resul t ,  ISER’S pro jec ted  e~loyment  gains in the basic sector will  be mre t h a n
nullified by the continuing deterioration of Anchorage’s underlying economic
s t ructure . It is VFA’S opinion that given the situation and ISER’S assumpt ions ,
it will not be until the year 2000 before Anchorage recovers a sound economy.

The Alaska Departmnt of Labor’s 1988/1989 ~loyment  forecast for Anchorage,
issued in April  1988, i s  a l so  caut ious  in  i t s  expecta t ions  of  growth . The
recession appears to have nearly run its course, however,  given the nature of
o i l  p r i c e s , t h e  i~ending  r e c o v e r y  i s cons idered .  to .  be  ten ta t ive  a t  bes t .
A s s u m p t i o n s  mde in the e~loyment  forecas t include continuation of the fish
processing and titier indus t r ies  current  v i ta l i ty ,  cont inuat ion  of  increased
mining activities around the state, and continuing increases in tourism.

The forecast shows a mixed industry performance in 1988. ~loyment  increases
were indicated in mining; manufacturing; t ranspor ta t ion , corrmunications  a n d
u t i l i t i e s ;  a n d  t r a d e . Losses  were  projec ted  in  cons t ruct ion;  f i re ,  insurance
and real estate; services; and government.

Reports issued by ISER and VPA both reflect expectations of a sluggish recovery
for Anchorage’s economy, a l though to  vary ing  degrees . I t  must  be  noted ,
however, t h a t  a c t u a l  e~loyment  f i g u r e s for October 1988 have surpassed the
Depar tment  of  Labor’s.  forecast of total  nonagricultural ~loyment  not only for
year-end 1988, but  a l so  for  year -end 1989. T h i s  g r o w t h  my indica te  tha t
Anchorage’s economic recovery will  be mre rapid than originally anticipated.

INDUSTRY HILES

Oil Production

i
The beginning  of  the  o i l  e ra in  Alaska  was  mrked by the discovery of the
Swanson River oil  and gas field on the Kenai Peninsula in 1957. With the
discovery  of  the  super  g iant  Prudhoe Bay f ie ld in  1968,  Alaska’s  fu ture
economic dependence on the oil industry became much mre evident. High oil
pr ices in 1980 and the decontrol of domestically produced oil  prices spurred
d e v e l o p m e n t  of  o ther  o i l  f ie lds  wi th in  the  s ta te .  Development  of  these  f ie lds .
fur ther  increased  the  s ta te’s”  cont r ibut ion  to  mrld o i l  p roduct ion  and  the
industry’s i~ortance  to the Alaskan economy.

Because  of  Alaska’s  dependence  on  the  o i l  indus t ry ,  the  sharp  drop in  o i l
prices experienced in late .1985 and early 1986 had severe repercussions on the
s t a t e  econo~. Une~loyment  r o s e  s h a r p l y . Government spending was cut
dramatically. Many people  le f t  the  s ta te , seeking a  be t ter  l i fe  e lsewhere .
Toward the end of 1987, oil prices began to recover. The table on the following
page presents a s~ry of the fluctuations in wrld oil prices from fiscal year
ending 6/30/80 through 6/30/88. Prices are stated as dollars per barrel.

—
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I Alaska North Slope Oil

. . -

Mstination  : ..
FYE 6!30’” ““” .UOS. W e s t  C o a s t U.S. @l’f  .@ast .’ : : ,. ‘

1980
1981
1982
1983
1984
1985
1986
1987
1988

$26.50
$31.43
$29.50
$26.75
$25.64
$24.95
$19.35
$13.38
$15.43

$27.68
$33.67
$31.07
$28.86
$27.91
$27.40
$21.28
$14.71
$16.67

The upswing in oil prices is being reflected in a stabilization of e~loyment  in
the  government  sec tor  as  wel l  as  an  i~rovement i n  t h e  o v e r a l l  une~loyment
r a t e . A concerted effort to diversify the state’s economy and continued growth
i n  o t h e r  i n d u s t r i e s , such as mining, tourism and the seafood industry, are
expected to result in a strengthening of the Alaskan economy.

Government

@anges in state government e~loyment  are reflections of the overall economic
and social situation in Alaska. Because of a slow Alaskan economy, yet high
state oil  revenue, the polit ical trend of the early 1980’s appeared to call  for
mssive doses of public construction plus capital  stimulation for business and
renewable industries. However, lack of real basic industry growth, during
th is  per iod , prevented the economy from sustaining this short-run burst which
began fading during 1984. Sharply  dec l in ing  wrld oil  prices experienced in
late 1985 resulted in a severe drop in state revenues and a weakening of the
Alaskan economy. State government was then forced to take drastic masures to
deal with its budget shortfall and e~loyment  in the government sector declined
s igni f icant ly .

Today, however, as a result  of improvement in certain private sector industries
a n d  a  s l i g h t i n c r e a s e  i n  wrld o i l  p r i c e s , state government e~loyment  has
begun to stabilize.

S e a f o o d  Industry

The seafood industry has been a major contributor to Alaska’s overall econow
since the late 1800’s. However, in recent years, oil has been such a dominant
fo r ce  i n  A la ska ’ s  econo~  t h a t  s t r o n g  g r o w t h  i n  A l a s k a ’ s  s e a f o o d  i n d u s t r y  h a s
gone unnoticed. Now , w i t h  l o w e r  o i l  p r i c e s and reduced state government
spending, Alaska’s seafood industry is reemerging as a leader in e~loyment  and
industry growth. T o d a y ,  qloyment  is mre than double the levels of the 1960’s
and early 1970’s.

T h e  m a n u f a c t u r i n g  i n d u s t r y ,  a s  a  w h o l e ,  i s  p r o j e c t e d  t o  b e  t h e  g r e a t e s t
contributor to new jobs during the next two years. Much of the e~loyment
g a i n s  w i l l  b e  i n the seafood processing sector. The burgeoning bottomfish
f i s h e r y  w i l l h e l p  d i v e r s i f y  t h e  i n d u s t r y  p r o v i d i n g  i n c o m e  and ewlownt
oppor tuni t ies  in  areas  of  Alaska  which  of ten  have  l imi ted  wage and sa lary
~loyment  opportunities during the winter mnths.

 —.
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Alaska has importfit reserves of base metal s,’

. .
such as copper, lead and zinc, as ~

w e l l  a s  s t r a t e g i c  a n d  c r i t i c a l  mtals, inc luding  t in , tungsten, platinum,
antimony, mercury, chromium and nickel. The rich mineral resource base coupled
w i t h  s h a r p l y  r i s i n g  m e t a l  p r i c e s h a s  s e t  t h e  s t a g e  f o r  d e v e l o p m e n t  o f  a
mutually rewarding relationship between Alaska and the international mining
industry. On a percentage basis, metal mining is expected to be the fastest
growing sector, in terms of e~loyment, in Alaska’s economy through the fiscal
year ending June 30, 1990. N o n m e t a l  m i n i n g  ~loyment  is not expected to
experience any significant change in e~loyment  during the next two years.

I Titier Industry

I
The Alaskan timber industry holds a weak position in the wrld market. mile
some products are unique and in high demand, most Alaskan timber can be easily
replaced by products from other areas. As the mrket  weakens or production
costs increase, Alaskan producers are the first  driven out.

I

~loyment  in  the
t i m b e r  i n d u s t r y ”  f e l l  s h a r p l y  f r o m  1 9 8 0  t o  1 9 8 5 ,  l o s i n g  o n e - t h i r d  o f  i t s
emplo~nt. During the good market years of 1986 and 1987, the timber industry
posted double digit  percentage e~loyment  gains. This is strong growth under

I any circumstances, but especially so considering the poor performance of the
Alaskan economy as a whole. The recent entry of larger co~anies,  which are
better able to mintain  operations when demnd declines,  are providing greater
s t a b i l i t y  t o  t h e  i n d u s t r y . It i s  a l s o  h o p e d  t h a t  a d d i t i o n a l  value  a d d e d
p r o c e s s i n g  c a n  i n c r e a s e  p r o f i t s  a n d  eqloyment,  and proIong t h e  i n d u s t r y ’ s
viabili ty in an uncertain mrket.

Anchorage International Airport is located nine miles from the central business
d i s t r i c t . The facili ty serves both domestic and international carriers,  and is
large enough to handle all corrmercial  aircraft presently in service.

International Travel

By virtue of i ts location, the city of Anchorage has long been a hub for interna-
t i o n a l  airt r a v e l . This status developed becaus.eof  the central location of the
city with respect to Europe, Japan, and the lower 48 states, the fuel limitations
of  exis t ing  a i rcraf t , and the flight restrictions i~osed  by the Soviet Union.

Anchorage is convenient to the mjor population centers of three continents.
The continuing economic growth of the Japanese economy, ”and its interaction with
the economies of Europe and the United States,  have led to an increase in
business travel among the three areas. Economic growth in the Far East has also
prompted mre leisure travel among the populations of Japan, Korea, Taiwan, and
other countries.

Until  recently, long distance carriers lacked the fuel capacity to connect Tokyo
with Europe without refueling. Anchorage provides a convenient and necessary stop-
over for such flights. Typically, an aircraft arrives at the international terminal,
fuel and supplies are loaded, a fresh crew installed, and the flight resumes.
Depending on the hour, passengers  my sleep through the refueling process or
disetiark  to the duty free area of the terminal.
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Over:  1.6. million-international  p a s s e n g e r s  .passed  t h r o u g h  the .~irport  d u r i n g  “  ~
f i s c a l  1988. M o s t  i n t e r n a t i o n a l  p a s s e n g e r s  a r e  in transit  from.one d e s t i n a t i o n  “ ~~
t o  a n o t h e r ,  a n d  s o  d o  n o t  l e a v e  t h e  confines of the airport”. However, there is
a g r o w i n g  co~onent (over  70 ,000 dur ing f i s c a l  1 9 8 8 )  o f  p a s s e n g e r s  o n
international flights whose origin and/or destination is Anchorage.

Domestic Travel

For the fiscal year ending June 1988, Anchorage Airport had a passenger count
of over 2.6 million, excluding transit  passengers. This figure includes both
arr iv ing  and depar t ing  passengers , indica t ing  approximate ly  of  1 .3  mi l l ion
visitors on U.S. airlines. An additional 158,000 seats were occupied by transit
passengers on these flights.

~st domestic arrivals are on national scheduled airlines, which link Anchorage
to the lower 48 states and Hawaii. There are also over 600,000 passengers
traveling between Anchorage and other Alaska cities. A third component of
domestic travel includes private airlines of the majoroil  co~anies.

Growth in Air Passenger Volume

Between the years 1973 and 1986, the annual volm of passengers in or out of
Anchorage increased in every year but one. Growth was particularly strong in
the mid-1970’s, during which time the oil industry in the state was undergoing
rapid expansion. A second per iod  of  growth  occurred  in  the  early 19801s,
despite a national recession.

The combined figures for arriving/departing and transit international passengers
followed a similar pattern. However, there was a distinct shift from Anchorage-
bound to transit passengers in the late 1970’s, as international carriers
recognized the advantage of selling seats for the full distance between Tokyo
and Europe. This  was  a lso  the  in i t ia l  per iod  of  deregula t ion  in  the  a i r l ine
indus t ry ,  which  my have pr~ted  the shift in strategy by these carriers.

T h e  mst recent peak in air passenger traffic occurred in 1986. Since then,
the volume of domestic arrivals/departures has declined. Domestic travel in
1988 was below that of 1986 by nearly 300,000 passengers. In  cont ras t ,  the
volume of  in terna t ional  ‘ t ravel  during  this period””increased  by” 25 percent,
par t icular ly  t ravel  to  and f rom the  Far  Eas t .  mile not a
arriving/departing passengers, the growth in international
positively on prospects for the Alaska tourism industry.

Seasonalitv

l a r g e  co~onent  of
t r a v e l  my r e f l ec t

I

~ng passengers with an origin or destination of Anchorage, both domestic and
international travel a re  h ighly  seasonal . Dur ing  the  mst recent fiscal year,
approximately 350,000 passengers traveled on national domestic airlines during
both  the  fa l l  and winter  quar ters . For the mnths from April  through June,
t h i s  f i g u r e i n c r e a s e d  t o  o v e r  4 5 0 , 0 0 0 ;  f o r  t h e  s-r quar ter ,  the  volume
exceeded 600,000. The vol- on intrastate flights followed a s imi lar  pa t tern ,
ranging from a low of 120,000 in the winter to a high of over 200,000 in the
sunmer.  Only oil co~any  usage remained nearly constant over the year,  with a
quarterly volume just under 50,000.
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Internat ional  a r r iva ls  are  a lso  .s”trongest  during the sumner quar ter ,  wi th  over  “
8,000 passengers f r o m  E u r o p e  a n d  n e a r l y  3 , 5 0 0  froni the  Far  Eas t . The
corresponding figures for the fall and winter quarters were approximately 3,300
and 3,350 for Europe and 1,850 and 2,550 for the Far East.

While origin/destination traffic declined slightly on an annual basis, a seasonal
analysis gives some i n d i c a t i o n  o f  p o t e n t i a l  i~rovement. Domestic arrivals
increased during the second quarter 1988 over 1987; since some tourist travel is
included toward the end of this quarter, this could indicate favorable prospects
for  the  tour is t  indus t ry . Arrivals from Europe were up nearly 12 percent for
the year,  with the strongest increases coming in the winter and spring and a
slight decline seen in the fall . Travel from the Far East was above prior year
levels during each quarter; winter quarter showed the greatest growth.

Projected Trends in Air Travel

Transi t

There are tw primary factors which suggest a downturn in the volume of transit
air passengers. These are the recent opening of Soviet airspace for civilian
overflights and the i~roved  fuel efficiency of the new generation of aircraft.

The decision to allow international flights to pass through Soviet airspace
remves a significant obstacle to international travel by reducing the distance
for many routes. Thus, aircraft which formerly stopped in Anchorage to refuel
may now avoid this interim stop and co~lete the trip in less time and at a
lower cost. Assuming that the decision is not reversed, the volume of transit
passengers through Anchorage can be expected to decline.

I I~roved  fuel efficiency in new generation aircraft is also expected to reduce
the  number  of  refue l ing  s tops  and t rans i t  passenger  volume.

I

Because mny
American and European airlines have ordered these aircraft, there is a backlog
of  severa l  years for manufacture and delivery. As the new planes become
avai lab le , severa l  of  the  European carr iers  expect to  reduce  or  e l iminate

\ service to Anchorage. ~ng them are AirFrance, Sabena, SAS, and British Air.
I In addition, Lufthansa has announced plans to terminate service in mid-1989.
(

Origin/Destination

The strong increases in travel from the Far East and Europe are projected to
continue in future years. However, international passenger volume is relatively
m i n o r  w h e n  cowared t o  d o m e s t i c  t r a v e l ,  cowrising  t h r e e  p e r c e n t  o f  total
passenger  t raf f ic . The volume of domestic passengers to Anchorage has declined
in each of the last two years. At best, slow growth is forecast in this component.

i An unknown co~onent  in domestic transportation trends is the future price of
I o i l . As discussed previously, lower  mrld oil prices have led to a decline in

production at the Alaska fields, and a consequent reduction in thestate’s economy.
1
}

I
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A l a s k a  i s  j u s t  beginn’in~ “ to  recover  f rom a  severe  e c o n o m i c  do~turh  ~ich b e g a n  ““ .’
in late 1985. This downturn was a direct result  of the sharp decline in the
Drice of Alaska’s crude oil, the state’s economic mainstav.  The outlook for the
;mdiate  future  of
e~lo~nt  growth is
will  continue to be
government and other

The condition of the

the Alaskan economy is one of guarded  optimism. Al t bough
o v e r t a k i n g  e~loyment  losses ,  overa l l  growth  in ~loyment

very dependent upon the stabilization of the oil  industry,
secondary industries dependent upon oil.

local econo~ has the greatest iwact on demand for lodging
f a c i l i t i e s  i n  t h e  comrciallgovernment  sefint. B e c a u s e  t h i s  .segment co~rises
a very  smll por t ion  of  overa l l  demnd for  resor ts ,  the  recover ing,  ye t  s t i l l
weakened, Alaskan economy will  not have a significant detrimental effect on
resor t  developnt.

i The availabili ty of scheduled air service will  be an essential  co~onent  in the
success  of  resor t  opera t ions in Alaska.

1

To the  ex tent  tha t  the  European
carr iers  reduce  service  to  Anchorage ,  the  abi l i ty  of  a  new resor t  to  a t t rac t
European demand will be hindered. However, if the property were  to  become
established and attract a significant volume of demand, the carriers could be
expected t o  r e s p o n d  w i t h increased service . A second way in which

J
t ranspor ta t ion  t rends  af fec t  resor t  development  l ies  in  the  VOl~ of  lodging
demand created by airline crews. As discussed later in this report, crew demand
is ,  approximate ly  one- th i rd  of  lodging  demand a t  the  upsca le  hote ls  in  the
Anchorage mrket= As improved fuel efficiency and more direct routing reduces
transit  travel through Anchorage, the number of crews overnighting in the city
could drop sharply. Fre ight  opera t ions are  expected  to  cont inue  near  the
p r e s e n t  l e v e l , b u t  w i t h  a  s m i l e r  c r e w  s i z e  t h a n  o n  p a s s e n g e r  f l i g h t s .
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This  sec t ion  of  the  “study d i s c u s s e s the nature of the tourism “industry “in’
Alaska. Attention is focused on the primary tourist  attractions of the state,
the  h is tor ica l  charac ter is t ics  of  v is i tors , and the seasonality  of the market.
We then discuss the historical and planned development of resort facili t ies in
Alaska.

Visitor Volume

Sta t i s t ics  on  the  volume of” tourism to Alaska we;e  &de avai lable  f rom the
Alaska Department of -rce and Economic Development. For the fiscal  y e a r
ending with Spring  1 9 8 8 , the  number  of  visitors t ravel ing  for  p leasure  was
423,900. Of this total,  369,800 or approximately 87 percent,  visited the state
during  the three-nth  peak sun’mer  season.

The depressed condition of the Alaska econmy apparently has not had an effect
on tourism. Although the number of visitors declined slightly from the 425,000
recorded in  f i sca l  1987, th is  dec l ine  was  s imply  a  re turn  to  norml g r o w t h
pat terns  af ter  a  record  h i g h ,  v i s i t o r volume achieved during the prior year.
The stimulation of the Alaska visitor mrket in 1986 may be attributed in part
to the~rld’s Fair held during that year in Vancouver, British @lumbia.

T h e  tijority  of tourists visiting Alaska travel by air or by cruise ship. The
peak tour is t season of f ic ia l ly  begins in mid-May with the appearance of the
first cruise ships, and continues well  into September. Tourism during the
winter mnths  is minimal.

The western United States, specifically Washington, Oregon and California,  is
t h e  d o m i n a n t  r e g i o n  o f  origin  for toUrists. Foreign v i s i t o r s co~rise
approximate ly  e ight  percent  of  the  Alaska  to ta l ,  wi th  the  mjority  of these
originating from Canada.

Major Attractions

Surveys of vis.itorsto  Alaska consistently have found natural attractions to.be.
t h e  mst i m p o r t a n t  mtivating  f a c t o r  f o r  t o u r i s t s . Features  such as  Mt .
McKinley, Portage Glacier, and numerous park lands form the popular imge of
Alaska, an image unique mng tourist destinations.

Dur ing  the  bui ld ing  boom of  the  mid-1980Ts,  severa l  la rge  publ ic  fac i l i t ies
were developed in Anchorage. These included a convention center, a large urban
shopping roll, and a  spor ts  fac i l i ty . Although well-designed and attractive in
appearance, these  fac i l i t ies  have  not  become mgnets  for tourist demnd. The
primary attraction in Anchorage, as in the state as a whole, continues to be
nature and the Alaskan wilderness.

The following table presents the ten mst popular attractions in Alaska during
the peak and off-peak seasons and the percentage of all total visitors that each
attraction draws.



Attrac t ion
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Ten Must .Visited”  ”Attractions”.  “.:

Portage Glacier
Inside Passage
Mendenhall  Glacier
Glacier Bay
Ketchikan Totems
Denali/McKinley
TransAlaska  Pipeline
Sitka’s Russian Dancers
University of Alaska Museum
Skagway’s Gold Rush Historic District
Anchorage Museumof  Fine Arts
~ugach  State Park
Lake Hood Air Harbor
Potter Point State Game Refuge
Resurrection Bay
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Percentage Visiting
Sunmer Off-Season

49%
48%
46%
36%
34%
33%
32%
30%
30%
29%

35%

12%

11%
12%
11%

20%
15%

9%
9%
8%

Source: Alaska Visitors Statistics Program 1985-86

Seasonality

At t rac t ion  v is i ta t ions  vary  s igni f icant ly  by  season.  Dur ing  the  swr ~nths,
cruise ships bring a large number of visitors to the Southeast region of the
s t a t e . Attractions near Anchorage draw the greatest number of visitors during
the  reminder  of  the  year . The  mst visited attraction year-round is Portage
Glacier .

The  peak tour is t season extends from mid-May to mid-September. From 1985
through 1987, the annual number of visitors in this period equaled or exceeded
the state population. In contrast,  visitors arriving during the winter mnths,
at most, number 25,000 per mnth.

Regional Wrketing

The State of Alaska and private industry have spent substantial sums promoting
tour ism in  the  s ta te  wi th  cons iderable  success . T h e  s t a t e ’ s  corfxnitment  t o
tour ism is  i l lus t ra ted  by  the  s igni f icant  increase  in  the  a l loca t ion  of  funds
t o  a t t r a c t  v i s i t o r s  t o  t h e  s t a t e . In 1989, Alaska will spend approximately
$ 1 0 , 8 0 0 , 0 0 0  t o  promte the state. Additional sums will  be expended by the
mjor hotels and lodging chains. The table on the following page presents a
sumnary  of growth in the tourism budget from 1984 to 1989.
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Alaska Tourism Budgets “. ,. . . .,. . . . . . . .
.$~,”~()~,~()~  ““, . .

.,
1 9 8 4
1985 $ 8,100,000
1986 $ 7,200,000
1987 $ 6,300,000
1988 $ 9,400,000
1989 $10,800,000

During the initial economic downturn of 1985-1986, the state tourism budget was
reduced, presumably in response to a decline in oil tax receipts. However, in

~ 1988 and 1989 this trend has been reversed. There appears to be an increased
recognition of the potential economic benefits to be gained from attracting out-
of-state capital  through tourism promotion. However, mst of the state budget
i s  t a r g e t e d  t o  p o t e n t i a l  sunmer t o u r i s m ; l i t t l e  e f f o r t  i s  mde t o  promte
tourism in the winter.I

Any new resort development in Alaska wuld benefit to some extent from this
publ ic i ty . However, to attain its share of demnd f rom wi th in  the  compet i t ive

I mrket, a resort would also need to engage in its own mrketing program. This
program would begin several years before the opening of the resort and continue

I at  a significant level once it  begins operation.
\

A s  g e n e r a l l y  d e f i n e d ,  a  d e s t i n a t i o n  r e s o r t  i s  a  s e l f - c o n t a i n e d  f a c i l i t y
p r o v i d i n g  g u e s t  accomdations, f o o d  a n d  b e v e r a g e  s e r v i c e ,  r e c r e a t i o n a l
a c t i v i t i e s , and  of ten  exposure  to  loca l  cu l ture . A  r e so r t  c a t e r s  t o  demnd
from a wider geographic area than a typical transient hotel,  and is frequently
located  in  a  rura l  or  i so la ted  area . A year-round resort offers a range of
activities for the surnner, winter ,  and shoulder  seasons . To support the cost

/

of these facili t ies and services,  prices charged tend to be relatively high.

At  present , the  s ta te  does  not  have  a  t rue  des t ina t ion  resor t  of fer ing  h igh
q u a l i t y  accmdations  in a rural setting. T o u r i s t  accomdations  fall for theI

! mst part into two general categories. Hotels and motels in the downtown areas
1 of the mjor cities are the njor p r o v i d e r  o f  g u e s t  l o d g i n g ;  t h e s e  f a c i l i t i e s

are not unlike the hotels operating, in @s.t  .@rican cities, and do not provide
gues ts  wi th  a rura l  Alaskan exper ience . There are also a number of s m a l l
lodges  avai lable  which  of fer  a  rura l  se t t ing , but  these  fac i l i t ies  a re  of ten
r u s t i c , l i m i t e d  t o  e s s e n t i a l  s e r v i c e s , and  ta rge ted  primrily  to  spor tsmen.

AIyeska  Resort

The only facili ty which approaches the definition above is the Alyeska Hesort.
This ski development is located in Girdwood, approximately 35 miles south of
Anchorage. Faci l i t ies  a t  Alyeska include ski l ifts and runs, g u e s t  r o o m s ,
res taurants ,  and smll retail  shops.

i Lodging, Dining, and Retail  Facilities

~
There are 28 guest rooms within the resort i tself,  all  of them located in the
Alyeska Nugget Inn,

i
an older tin-story structure a short walk from the base of

the ski slope. The rooms are si~ly furnished and are in fair to poor condition.
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T h e , ”  tiin re.staurmt .of the qeso?~ isl O@’at~ oq’ the ~in f l o o r  of the Inn-  I t  ‘ . ’  : . .
includes” ‘a lobby bar, a’ ,dining”  room, a n d .  an, entertai~nt  lounge . . . .The Day “ .
Lodge ,  loca ted  adjacent  to  the  Inn ,  provides  l ight  snatiks, rental e q u i p m e n t ,
and lockers. There is also the Skyride Restaurant,  located at an upper level
on the slopes, which provides food and beverage service with a panoramic view.

S e v e r a l  smll re ta i l  shops  are  loca ted  on  the  min f loor  of  the  Inn . Items
sold include clothing, ski equipment, gifts, and sundries.

Ski Opera t ions

The s lopes  a t  Alyeska  are .  re la t ive ly  s teep , s u i t e d  primrily  to accomdate
advanced and expert skiers. There are 3 chair l ifts.

In 1988, the resort added a quad (4-person) lift  with a bubble enclosure. The
new lift has a capacity of 2,400 skiers per hour, and connects the mid-mountain
area level with the upper slopes.

Proposed @ansion

Alyeska is owned by the Seibu ~rporation. Seibu  i s  the  la rges t  opera tor  of
ski resorts in Japan, with 27 such facili t ies.  The firm intends to expand the
Alyeska  fac i l i ty  and to  use  i t s  knowledge  of  the  winter  recrea t ion  mrket in
Japan to increase volume.

Seibu has announced plans to construct a 300-room hotel at Alyeska. The new
facility would be part of the Prince hotel chain, a Japanese lodging chain also
owned by Seibu. Prince hotels have a reputation for high quality service and
upscale amenities. Affil iation with this chain could be an asset in attracting
demand to the resort from Japan and elsewhere in the Far East.

Long-teim plans a l s o  call f o r  a d d i t i o n a l  s k i  r u n s  a n d  l i f t s . The current
comfortable carrying capacity at Alyeska is approximately 3,000 skiers. With
the proposed expansion, the resort could accomdate  4,500 skiers.

In the very long term, skiing opportunities at Alyeska could be extended into
the  nearby  Glacier/Wintercreek  area , either through further expansion of the
existing resort or through cooperative planningwith  an independent developer.

Proposed Resorts

In addition to the proposed Eagle Valley Resort and the planned expansion at
Alyeska, two possible resort developments- are currently in the early planning
stages. These include a vear-round  destination facili ty at Hatcher Pass and a
fac~lity at Denali  State P~rk near Mt. McKinley.

M.itsui/Hatcher  Pass

The Japanese firm Mitsui & Co. proposes to construct a full-service
resort at Hatcher Pass, approximately 90 miles east of Anchorage.
Eagle Valley project, Ha t che r  Pas s  muld e~hasize  sk i ing  dur ing
mnths and a variety of o u t d o o r r e c r e a t i o n a l  a c t i v i t i e s  d u r i n g

des t ina t ion
As with the
the winter

t h e  s~r.
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The resort is to be-developed in. phases. T h e .  fjrst p h a s e  w o u l d  i n c l u d e s  h o t e l  ., ..:
“ o f  a p p r o x i m a t e l y  3 0 0 .  r o o m s ” ,  restauratit  ”..”facilities,  swi~ing  and ~ennis;.  ski . .

runs and lifts,  and a ski lodge. Mter phases would expand the resort with a
golf course and up to 1,000 condominium units.

Presently, representatives of Mitsui describe the project as being in the very
e a r l y  s t a g e s . Because the project would occupy public land, a conceptual
development plan is to be submitted for public review in January 1989. The firm
would then have one year to co~lete  the  feas ib i l i ty  ana lys is  and  develop  a
master plan.

Mitsui stated an intent to..begin,  construction during the surrmer of 1990, and to.
open the hotel and ski lodge for the 1991-1992 winter season. No date has been
established for the second phase of the development.

i
Denali  State Park

Over the past decade, s ta te  of f ic ia ls  have  cons idered  a  var ie ty  of  proposals
for development of resort f a c i l i t i e s  a t  Denali  S t a t e  P a r k . The park, and
nearby Mt. McKinley, a r e  c o n s i s t e n t l y  mng the mst p o p u l a r  a t t r a c t i o n s  f o r
vis i tors  to  Alaska . However, with the exception of smll lodges and inns,  no
tourist  facili t ies are presently available within the park itself.

The general development concept for this area muld include hotel rooms, food
and beverage facilities, and recreational amenities. Because skiing is not
considered a likely use of this site, demnd would” likely be concentrated
during the peak sunmer season. For this reason, a development at Denali is
l ike ly t o  dee~hasize n e w  c o n s t r u c t i o n  o f  e l a b o r a t e resor t recreational
fac i l i t ies  in  favor  of  exis t ing  na tura l  a t t rac t ions .

_rative Advantages/Disadvantages of the Resort Projects

[ The proposed Eagle Valley Resort would have the advantage of being a co~letely
new major destination resort, presenting a theme relating to the turn of the
century, Alaskan gold rush history.

I
1 The location of the resort would be by far the closest to Anchorage and to the

Anchorage Airport, thereby providing convenient access to guests arriving by air,
and to day skiers and other visitors from Anchorage, by an avalanche free road.

While the closeness to Anchorage is an advantage in attending day use, it makes
it difficult to  a t t rac t  overnight  gues ts  f rom the  Anchorage  popula t ion  base .
Proposed projects at Denali, Hatcher Pass, and to a larger extent Alyeska, wuld
be in a better position to attract overnight demnd  from the Anchorage population
base. However the size of Anchorage limits potential demand from this source
for any mjor destination resort.

Development costs of a co~lete year-round destination resort are high, as all
fac i l i t ies  and  the  co~lete inf ras t ruc ture  need to  be  developed.  The  Aleyska
resort project has an advantage in that part of the infrastructure already exists.

Both the proposed projects at  Alyeska and Hatcher Pass are owned by Japanese
~anies. Japanese ownership may be an advantage in attracting demnd for
these resort projects from Japan and elsewhere in the Far East.
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A resort development at Denali State Park would have the advantage of being

. . located near Mt~’~inley, one””of thetist popular visitor attractions .in Alaska.”” .. . . . ., . .

As a ski resort the proposed Eagle Valley Resort would have the advantage of
providing ample intermediate slopes, complete snomking facilities, night-
lighting, and the variety of facilities and attractions outlined in Section V of
this report, at a location very close to Anchorage and the Anchorage Airport.

We have taken these factors, as  wel l  as  o thers  out l ined  in  th is  s tudy,  in to
account in projecting ~rket demand for the proposed resort.

I
\

I
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This  sec t ion  descr ibes  the  s i te  and proposed fac i l i t ies  of  the  Eagle  Val ley
Resor t . Also included is background information on the developer and descriptions
of several resort and hotel projects with which he has been involved.

SITE ANALYSIS

heat ion

The proposed resort muld be located on a site near t h e  cornnun.ity  o f
E a g l e  River in the northern portion of the Municipality  of’ A n c h o r a g e . It is
bounded on the west by a green belt area extending to Highway 1, on the north by
rura l  and sparse ly-developed res ident ia l  por t ions  of  Eagle  River, on the east
and south by the Cbugach  State Park, a large moded  area, and additional single
family residences extending toward downtown Anchorage.

Area and Topog raphy

The total area of the resort includes land to be devoted to structures, parking,
greenbelts,  and skiing. The vast majority of the land will be used for the ski
slopes themselves. Much of this land is publicly owned, and would be operated
under a concession agreemnt  to be negotiated.

The lodging and recreational facili t ies of the resort would occupy an area of
95 acres of privately owned land at the base of the slopes. This portion of the
site has an irregular topography, but generally slopes upward to the east from
the two forks of the Eagle River.

Exposure and Accessibility

The proposed resort facilities ~uld be approximately one mile from Highway 1,
and would have no direct highway exposure. However, because  i t  wi l l  be  a
destination resort and is not expected to cater to drive-by traffic,  this is not
considered a detriment. In fact, a degree of isolation from urban activity is a
positive feature for resort development.

Access to the site from the highway will be by way of a new road to be
constructed through the greenbelt  and devoted solely to providing access for
the new resort. S ignage  muld direct travelers to leave the highway at a new
interchange. The land adjoining the planned road is woded and slopes steeply
upward;  a r r iv ing  gues ts  wi l l  perce ive  the  area  to  be  in  a  na tura l  s ta te .

Gover-ntal  Res t r ic t ions

The site is presently designated for general recreational use. The new access
road would pass through a  green belt area which is to be kept free of
structural development. Limited residential development has been permitted in
the area east and south of the site. With the exception of the resort i tself,
no other comrcial  or industrial development wuld be permitted.
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U t i l i t i e s

.None of the u t i l i t i e s  n e c e s s a r y  “for t h e  o p e r a t i o n  of ““the r e s o r t  “ h o t e l  are”
present ly  in  p lace . W a t e r , sewer service, e lec t r ic i ty ,  and  nattiral  “gas  are
planned to be provided to the site through extensions from existing service
areas in or near Eagle River. The cost of uti l i ty installation and connections
to exist,ing  services will be part of the overall cost of the development.

~nvenience

The table below shows the distance from the subject site to Highway 1, downtown
Anchorage, the  a i rpor t , and primary regional tourist  attractions.

Si te  @nvenience

Points of Interest Approximate Distance from Site

~ugach State Park Adjacent
Highway 1 1 Mile
Downtown Anchorage 12 Miles
Mchorage  International Airport 20 Miles
Alyeska  Resort,  Girdmod 50 Miles
Portage Glacier 60 Miles

The proposed Eagle  VaIIey Resort wuld be the first large,
resort ever to be developed in Alaska. The resor t  i s
h i s t o r i c a l . turn-of-the-centurv  ~eriod  o f  t h e  A l a s k a n

year-round destination
planned to depict  the
gold rush days while

p r o v i d i n g  “mdern  c o n v e n i e n c e s- -a n d  a  h o s t  o f  r e c r e a t i o n a l  facilitie-s. The
re so r t  wuld a lso  of fer  d i rec t  access  to  thousands  of  acres  of  the  adjacent
~ugach  S t a t e  P a r k lands  for  downhi l l  sk i ing  and numerous  o ther  outdoor
a c t i v i t i e s .

The  development  muld be designed as a self-contained village, with lodging,
d in ing ,  re ta i l  shops , and recrea t ional  ac t iv i t ies . The unique village design,
t h e  v a r i e t y  a n d  q u a l i t y  o f  s e r v i c e s  o f f e r e d ,  t h e  y e a r - r o u n d  r e c r e a t i o n a l
a c t i v i t i e s , and  the  easily a c c e s s i b l e  l o c a t i o n  a r e  p l a n n e d  t o  e n h a n c e  t h e
resort’s ability. to attract demnd from elsewhere  in the United States and from
~ada,  Asia  and E u r o p e .

Guest Rooms

The vilIage  would include tw 250-room f i rs t -c lass  hote ls . The hotels would
offer restaurants,  lounges, meeting rooms and related guest facilit ies.  One of
t h e  h o t e l s  wuld f e a t u r e  a  theatre f o r  h i s t o r i c a l  o r  c u r r e n t in teres t
performances, cultural events,  concerts or presentations. The other hotel would
f e a t u r e  a saloon-style gambling hall to recreate the flavor of the
turn-of-the-century period. (The extent of actual gambling operations muld be
very limited in accordance with current state law).

Addi t iona l  acc-dations  for guests would be provided in approximately 890
condominiums. The apartmnts wuld be housed in nine buildings designed around
courtyards, a n d  wuld be a mix of studio, one-bedroom and tin-bedroom units.
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&nference .@ntei/Theatre  . . . . .,’ ‘. . .“ ., .,

A 17,000” square foot conference cent’er is planned to
rooms provided in the hotels. Located on Main Street,
~edestrian  traffic,  the conference center wuld p r o v i d e.
and seminars, plays , mvies, and
activities. The conference center
meeting and convention demand during

Retail  Shops

Retail  and cornnercial  space would be

. .

su”pplemnt  the meeting
which i s  res t r ic ted  to
a  f a c i l i t y  f o r  metings

folklore and other comnuniiv
is planned to enable the reso~t
the winter and shoulder seasons.

a n d  resort
t o  a t t r a c t

s“ituated  along Main Street for’international
res taurants , bars , teahouses, saloons, shops , n a t i v e  h a n d i c r a f t  d i s p l a y s ,
ga l ler ies  and tour is t  serv ices . The total retail area in the development plans
is 45,600 square feet.

Russian  ~urch

An authentic Russian Orthodox ~urch, co~lete with dome and spire, would recall
Alaska’s early origin and is planned to be used for church services.

Indoor Recreation

This  fac i l i ty  muld p r o v i d e the  gues t  wi th  a  var ie ty  of  water  and swiming
experiences. In addition to a traditional pool and sauna, the facili ty would
feature  e labora te  wave pools ,  waters l ides  and waterfa l ls . The  area  of  th is
facility is planned to be 50,720 square feet.

Four indoor tennis and four squash courts wuld be provided together with the
necessary support services, in a total area of 26,800 square feet.

Outdoor Recreation

An extensive array of outdoor activities wuld be offered at the resort.
Essent ia l  to  a t t rac t ing  out -of -s ta te  and fore ign  v is i tors  to  the  resor t  in  the
winter  wuld be provision of outstanding ski facili t ies. Development of the ski
area is planned in two phases. Initially, the area would be able to accomdat,e
7,660 skiers,  with an eventual increase in capacity to 11,450 Skiers.

The proposed resort muld include a ski area which provides a range of slopes
designed for a l l sk i e r s , f r o m  b e g i n n e r  t o  e x p e r t ,  and incorporating
Ol~ic-class  r u n s . To serve  the  skiers , the resort  would contain a 16,500
square foot ski center offering a min day lodge, ski school and ski rental.

The ski area wuld provide 614 acres of skiable terrain which would be serviced
by six high-speed quad lifts and one platter l ift .  The vertical drop wuld be
4,319 feet with a slope height of less than 500 feet rising to 4,645 feet. The
longest run is  es t imated  a t  2 .5  mi les . Thirty percent of the runs wuld be
class i f ied  as  exper t  and  advanced;  58  percent  in termedia te ;  and  12  percent
novice and beginner.

.
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I Artificial sn~king would be used on essentially all  runs to enhance skiing
conditions. and to extend” the skiing season: Climatic and snow conditions vary,
grea t ly  in the.Anchorage  area by. l o c a t i o n , depending on distance’ from tide water
and elevation above sea level. Use  o f  artificial s n o w  w o u l d  ‘mke  the  of ten  “
changeable snow conditions less of a factor.

In addition to alpine skiing, winter outdoor activities would include a major
track and wilderness cross-country ski progrm, dog sled rides, sledding slopes,
horse drawn sleigh rides and hunting excursions.

Sunrter activities,  within the imediate”  area of the resort, would include an 18-
hole golf course, swer c h a i r  l i f t  r i d e s ,  r i v e r  r a f t i n g ,  h o r s e b a c k  r i d i n g ,
hiking,.  nature s t u d i e s  w i t h  o n - s i t e  S t a t e  P a r k  R a n g e r s , back packing and
wildlife watching. Excursions and explorations to famous Iantirks  in other
parts of Alaska, as well as fishing and hunting expeditions, would be arranged
and originate from the resort.

Underground parking would be provided in the village, with day parking for
skiers and visitors provided in a large lot near the ski area. A shuttle bus
system is planned to provide service from the Anchorage Airport and Anchorage.
Vehicular traffic in the village would be restricted.

The Rogner Company has been very active in the development and operation of
resorts and other lodging facilities in Europe. As part of our fieldwork, we
visited several of these hotels and vacation resorts, including five vacation
villages in Carinthia, located in southern Austria, and two hotel projects in
Vienna. The purpose of our inspections of these properties was to obtain a
full understanding of the type of projects previously developed by the Rogner

/
-any, and specifically the type and quality proposed for Eagle Valley Resort.

i Vacation Villages

I T h e  f i v e  v a c a t i o n  v i l l a g e s  v i s i t e d ,  a l l  d e v e l o p e d  s i n c e  1 9 7 8 ,  d e p i c t  1 8 t h
century Austrian farmhouses. To achieve this, over 300 original farmhouses,
mostly no longer in use, were purchased and then disassembled.. The old beams,
planks and sidings were cut and then re-used  in the construction of the new
resorts, giving tha a strikingly genuine appearance.

The largest dand segment captured by these resorts is families with children,
which c~rise 80 to 90 percent of total demand. The minimum length of stay is
typically one week. Overall  demand, by origin, i s  es t imated  a t  60  percent
Germn, 15 percent Austrian, and 25 percent from various other European nations.
Winter demand, by origin, is estimated at 40 to 50 percent German, 30 percent
Austrian, and the remainder from other European nations.

I Seeleitn

I L o c a t e d  a t  F a a k e r  L a k e  i n  Carinthia  S e e l e i t n  w a s  t h e  f i r s t  o f  t h e  f i v e

I
vaca t ion  v i l lages  to  be  developed . The  v i l lage , which opened in 1978, is
c~rised  o f  2 1  b u i l d i n g s ,  e a c h  h o u s i n g  f o u r  a p a r t m e n t s . Each apartment
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features Austrian ‘furnishings designed to be comfortable, yet reflecting 18th
century styling. Kitchen facilities are provided in each unit. In addition to
guest rooms, the village offers a restaurant, a lounge, retail shops and outdoor
activities.  During the winter, cross-country skiing is popular while activities
in the s-r are primrily w a t e r - o r i e n t e d .

The resor t , which operates from April  15 through October 15 and during the
Christmas season, i s  very  appeal ing  to  fami l ies  wi th  smal l  ch i ldren . These
fami l ies  enjoy  the  informl  se t t ing ,  the  organized  ac t iv i t ies ,  and  the o p t i o n
of”preparing  reals in their apartmnt  or  d in ing  a t  a  res taurant .

U n i t s  t y p i c a l l y  a r e r e n t e d  o n  a  w e e k l y  basis= O c c u p a n c y  a t  Seeleitn  is
estimted at 90 percent on a per apartment basis for the period of operation.
The average daily room rate is approximately 1,200 shillings, or $100.00.

Schoenleitn

Schoenleitn,  also located in the Faaker Lake area, consists of 25 typical 18th
century farmhouses each containing approximately four apartmnts. Since  i t s
opening in 1979, the  resor t  v i l lage  has  been very  successfu l  a t  a t t rac t ing
famil ies . Occupancy rea l ized  dur ing  the  s-r mnths i s  approximate ly  90
percent,  while occupancy during the winter mnths  ranges between 65 and 70
percent. The average room rate is estimated at approximately $100.00.

Open basically from the end of Decefier  through October 15, the village features
a restaurant and lounge, pool, sauna, and a store. Many activities are offered
including cross country skiing, horseback riding and bowling.

Unterkirchleitn

Unterkirchleitn, which  opened in  1982,  i s  loca ted  a t  S t .  Oswald ,  the  ~st
popular ski area in Carinthia. The village is comprised of 16 buildings, each
containing four apartments, and is operated basically Decetier through October.

The occupancy rate
winter and between
r a t e  i s  e s t i m a t e d
vacation villages.

achieved at the village is approximately 85 percent in the
65 and 70 percent in the sumner mnths. The average room
at  $100.00 ,  a  ra te  equal  to  tha t  achieved ,  a t  the  o ther

Oberkirchleitn

Oberkirchleitn,  which opened in 1981, is comprisedof 28 buildings each containing
four  apartmnts. Amenities offered are similar to those of the other vacation
villages. Downhill  skiing is themjor winter activity but avariety of activit ies
are provided for both the winter and sumner  mnths. Occupancy and average room
r a t e  a c h i e v e d  a r e  co~arable  to  those  rea l ized  a t  the  Uterkirchleitn  r e s o r t .

Sonnleitn

Sonnleitn, loca ted  in  the  Cor in th ian  Alps , operates from January 1 through
April 15, and from July 1 through September 15. The resort, which opened in
1983j h a s  d i r e c t  a c c e s s  t o  t h e  Sonnenalpe-Nassfeld  s k i  a r e a  a n d  o f f e r s  a
var ie ty  of  sk i ing  oppor tuni t ies , b e i n g  t h e  l a r g e s t  s k i  a r e a  i n  Carinthia.  In
addi t ion  to  sk i  ac t iv i t ies , indoor tennis and squash is available at the resort.

—.
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T h e  v i l l a g e  i s  c o m p r i s e d  o f  2 8  b u i l d i n g s ,  e a c h  c o n t a i n i n g  f o u r  t o  s i x
apartments, as well as a min b u i l d i n g  h o u s i n g  a n  a d d i t i o n a l  1 8  u n i t s .  T h e
occupancy rate achieved at Sonnleitn is estimated at 92 percent in the winter
months, and 78 percent during the sumner  season. This is the only vacation
village currently operated by the developer.

Hotels

Hotel Ananas

The 539-room Hotel Ananas, located
The hotel is very attractively done
century style then popular in Vienna
by the developer, is primarily tour
bus se s .  Wre than 60 ~ercent of the

in Vienna, Austria, was co~leted  in 1987.
i n  “Jugenstil” (Art Noveau), a turn-of-the-
and throughout Europe. The hotel, operated
oriented and thus provides parking for tour
demand is c~rised of tourists from Italy,

France and other nea~by countries. The hotel- was reported to achieve ~
estimated 80 percent occupancy rate and a $60.00 average room rate.

Hotel Biedermier

Hote l  Biedermeier, which was restored by the developer in 1982, offers 204
rooms including some suites, restaurants, lounges, a conference center and a
shopping roll. Again, the hotel and related facilities  are very attractively
d o n e  with grea t  a t ten t ion  to  de ta i l . The occupancy rate at the property was
estimated at 65 percent. The average room rate was approximately $88.00.

-

The vacation villages all  are reported to achieve high occupancies. Much of
their appeal can be attributed to the developers’ innovative product design and
successful determination of a market niche. Since these vacation resorts cater
primarily to families with children who rent the apartments on a weekly basis,
they are not directly co~arable  to the proposed Eagle Valley resort.  However,
they do il lustrate the developers success in developing resort  projects and in
recrea t ing  and res tor ing  h is tor ica l  s t ruc tures . Because the proposed resort in
Alaska would depict the Alaskan gold rush days, the developers! expertise in
recreating a bygone era is an important factor in analyzing the Eagle Valley
fisort’s  potential for success.

The Eagle Valley Resort would be the first major year-round destination resort in
Alaska. The proposed concept of an integrated, gold rush style Village,
fea tur ing  a l l  the  resor t  aspects  out l ined  in  th is  sec t ion ,  was  genera l ly  wel l
received by the travel executives interviewed during our study.
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“In this “se~tion, we di’scuss” current” “lodging market ‘conditions in the ficiiorage
area. and our estimates of historical and future Rrowth  in the supply and d-rid
for hotel rooms. ~r analys is  inc luded defining  the  ex is t ing- fid p r o p o s e d
~etition, segmenting demand, and  e s t i m a t i n g  c h a n g e s  i n  demnd by mrket
segment.

The  pro~sed  Eagle Valley Resort wuld co~ete  directly with six hotels located
in the  downtown and a i rpor t  a reas  tha t  now acc~date  ,mst. of the lodging
demand in Anchorage. These  hotels are full service properties ranging’ in size
from approximately 200 to 600 guest rooms. F i v e  o f  t h e  p r o p e r t i e s  a r e
a f f i l i a t e d  w i t h  n a t i o n a l  o r  r e g i o n a l  h o t e l  c h a i n s . The single independent
property is a member of Preferred Hotels Worldwide, an exclusive association of
f i r s t - c l a s s  h o t e l s .

The proposed resort would also co~ete with any other first class resorts near
Anchorage. The limited lodging facili t ies available at Alyeska Resort are not
considered  to  of fer  co~etitive  qual i ty . There are currently no other resort
facilities in the Anchorage area.

Presented on the following page is
fac i l i t ies  and  the  publ i shed  room
p r o p e r t i e s .

Existing Properties

Anchorage Westward Hilton

a table indicating the size and extent of
r a t e s  a t  e a c h  o f  t h e  e x i s t i n g  co~etitive

The newly renovated Anchorage Westward Hilton is a 591-room hotel located at
Third Avenue at E Street. The hotel completed a renovation/expansion of its
facilities in 1986 which included the expansion of its restaurants and meeting
f a c i l i t i e s , and adding a health club with an indoor pool,  a rooftop terrace,
and  addi t ional  re ta i l  space . The Anchorage Hilton is owned by Bristol Bay
Native ~rporation  and operated by the Hilton Hotel Corporation.

The  “Hi l ton  has’  h is tor ica l ly  “concent ra ted  heavi ly  on  airline crew b u s i n e s s .
Despi te  i t s  new f i rs t -c lass  fac i l i t ies , this trend has continued. The decision
b y  mnagement t o  m a i n t a i n  y e a r  r o u n d  a i r l i n e  c r e w  demnd is  pr imar i ly  the
result of the current economic conditions in the state and Anchorage which has
reduced business travel to Alaska.

Captain-k  Hotel

The Captain Cook is a 567-room hotel which was constructed in phases, with the
latest tower addition of 240 rooms being opened in 1978. The Qptain Cook is a
mmber  of Preferred Hotels Worldwide, a wrldwide exclusive group of first-class
hote ls . The  Capta in  ~ok has captured less than its fair share of mrket demnd
in t h e  p a s t , through a high average room rate. Its primary mrket has been
executive travelers seeking its top-notch services and facili t ies.
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Prof i le  of ~etitiv

I

Direct ~metition

Anchorage Westward Hilton

Hotel Captain ~ok

Clarion Hotel

S h e r a t o n  A n c h o r a g e

Holiday Inn

Westmark Hotel

Total Direct ~~etiton

Available Rest
Guest Rooms Out le ts

591 2

567 4

248 2

383 2

249 1

195 3

2,233

* Rates are subject to seasonal changes
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i Clarion Hotel.
,.’. . . .

.T~e”:Cl~riOri.  is” fhe’:.ntiest’  of the .co~etiti:ve “properties, .havi’ng. ‘opened in ;: ~
1986. The hotel is located near the airport, offers high quality guest rooms,
and includes a popular lounge and restaurant. In 1988, both the occupancy rate
and the average room rate of this property exceeded the market.

Holiday  Inn Anchorage

The Holiday Inn of Anchorage is a 249-room property which opened in 1971. Due
primarily to the poor condition of the property and its proximity to Fourth
Avenue, it  captures less than its fair share of demand.
been government/education business and low budget groupsI

I of meeting space and low guest room rates.

i
Sheraton Anchorage Hotel

Its primary market has
needing a small amount

J
The Sheraton Anchorage Hotel opened in July, 1979. A f t e r  s t r u g g l i n g  i n  i t s

1

intial  years of operation, the hotel has now stabilized and generally captures
mre than its fair share of market demand. I t s  primry mrkets a r e  .conmercial
travelers and groups seeking first-class facilit ies.

\ Westrmrk  Hotel

The Westmrk,  formerly Sheffield House, opened in 1970. This 195-room hotel  has
“ g e n e r a l l y  ”  c a p t u r e d .  i t s  f a i r  s h a r e  o f  de~nd,  with it’s Pri~ry ~rk~t b e i n g

cmrcial t r a v e l e r s  s e e k i n g  f i r s t - c l a s s f a c i l i t i e s  a t  a  g o o d  locatlon,  b u t
unwi l l ing  to  pay  the  h igh  ra tes  of the  Qptain ~ok o r  S h e r a t o n . Since the
opening ‘of the convention center, the  hote l  has  increased  i t s
demand due to i ts  location. This growth should continue as
centerfs  occupancy grows.

i
Proposed Properties

share of group
the convention

I
In the mid-1980’s, the  s t rong growth  of the Anchorage economy encouraged

\ developers to plan for several new hotels”. However, due to the recent economic
downturn, mny of the previously proposed hotel projects have been abandoned.1) Two developments now being considered include a 300-room Prince Hotel proposed
f o r  Alyeska  ‘Resort  a n d  a 254-room ~rriott Hotel “proposed for a“site  near
downtown Anchorage.

T h e  ~rriott  hotel wuld be located at the intersection of C.Street and Inter-
national Airport Road. ~sedon  informtion  provided to us by Marriott @rporation,
we have concluded that “this hotel. will not be developed within the projection
period. This decision is reportedly based on economic conditions in Anchorage.

The addition of a Prince hotel at  Alyeska wuld have  a  s igni f icant  impact  on
the  resor t  mrket of  the  area . Hased on our analysis of present and potential
resort demand, we consider it unlikely that both the Prince hotel and the subject

I p r o p e r t y  wuld e n t e r t h e  mrket d u r i n g  t h e  f o r e c a s t  p e r i o d . This  repor t
specifically assumes that the Prince hotel will not be developed. In the event
that the project does go forward, demand for the subject resort could differ

I significantly from the projections presented in this report.

)

I

-.—. . ——.
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Presented below is. -a table. detailing the. his.t.orical and projected growh in the
.a~erage n u m b e r .  o f  available.  rooms  per.day for tlie.~irectly  co~eti.tiyeh  ot.e”ls. “. ‘:. ‘,

Growth in~rket  Room SupplY

Year

1984
1985
1986

1 9 8 7
1988
1989
1990
1991
1992
1993
1994
1995
1996

Average Rooms
Available Per Day

1,885
1,812
2,097
2,233
2,233
2,233
2,233
2,233
3,633
3,633
3,633
3,633
3,633

Available
Room Nights

688,000
661,400
765,400
815,000
815,000
815,000
815,000
815,000

1,326,000
1,326,000
1,326,000
1,326,000
1,326,000

Percentage
mange

(3:9%)
15.8%

6.5%

62.7%

mound  Average Annual Growth Rates
1984-1988:
1988-1996:

4.3%
6 . 3 %

We estimate 598,400 room nights
Anchorage during 1988, for an
Average room rates ranged from
f o r  t h e  g r o u p  o f  a p p r o x i m a t e l y  $77=00. -

were sold at the directly co~etitive  hotels in
average annual occupancy rate of 73.4 percent.
approximately $68.00 to $90.00 with an average

In 1984, the average annual occupancy rate a t the directly compet i t ive  h o t e l s
was thirteen points above the national average for all hotels and mtels. AS a
result of poor economic conditions and the addition of new rooms to the mrket,
the mrket occupancy  rate in Anchorage  in 1988 was estimted  at o n l y  s e v e n
points above the national market average.

Segmenta t ion

T h e  l a r g e s t  co~onent  of  lodging  demnd in the mrket is c o m m e r c i a l  demnd.
This category includes guests traveling on business and civilian and militarY
government e~loyees. Coinnercial travelers tend to travel during mid-week and
to use good quality hotels which are close to their place of business. In 1988,
comrcial demnd accounted for an estimated 35 percent of total mrket demand,
providing 213,900 occupied room nights.

Demand for overnight lodging for a i r l ine  crews accounted  for  31  percent  of
mrket demnd dur ing  1988. As discussed previously, the city of Anchorage i s
presently used as a refueling stop for a large volume of passenger and freight
t raf f ic  between the  Far  Eas t  E u r o p e ,  a n d  t h e  U n i t e d  S t a t e s . Many of the
flights have a change of crew in Anchorage, with as rmny as 30 rooms required
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for crew lodging. “. Gew. demand, is spread evenly thqough  the week ,“. and’ may be
g r e a t e r  in’the  sti,r”as ”then~er.  of”fliihts  “are. inc~.ease~ to”meet  lhe”de~~d  :

from sumner t o u r i s t s . C r e w  r o o m s  g e n e r a l l y  a r e  rented”on”  a  c o n t r a c t u a l  basis
for extended periods at greatly reduced rates.

T o u r i s t  o r  t r a n s i e n t  de&nd makes  up  24  percent  of  the  to ta l  pro jec ted  for
1988. These guests include those destined for the attractions of the Anchorage
area and those who stop on the way to another destination. Hoth t y p e s  o f
t o u r i s t  d-d a r e  h e a v i e s t  d u r i n g  t h e  t h r e e  mnth p e a k  sun’mer  s e a s o n .  I n
response, Anchorage hotels charge substantially higher room rates during this
period. Annual tourist demand for 1988 is estimated at 140,900 room nights.

G r o u p  d~nd accounts for the remaining 10 percent of the mrket total. l’vbst
of these rooms are accomdated  at properties which offer a significant ~unt
of meeting space, including the ~ptain @ok, the Hilton, the Sheraton, and the

i Clarion. Other nearby properties achieve some overflow demand from especially
large groups. Approximately 59,200 room nights of
for 1988.

Seasonality

An imortant  feature of the Anchorage lodging mrket

group demnd are estimated

is its seasonality. W h i l e
conme~cial  and a i r l ine  demand are-spread  ra ther  evenly  throughout  ~he year ,I
visits by tourists are heavily concentrated during the sumner mnths, and most
g r o u p  demnd o c c u r s  d u r i n g  “ t h e  .shoulder  s e a s o n s . .

I

T h e  sumner season is characterized by a high concentration of tourist  demnd.
Market occupancy is very high during this period, with some guests being turned
away to lower quality properties or kept out of the mrket a l together . Based
on interviews with the mnagers of the existing hotels and the comnents of tour
opera tors , we estimate that the volume of unsatisfied demand during this sumner
season is 10 to 15 percent of the tourist  demnd  c a p t u r e d . We have used an
e s t i m a t e  of 20,000 room nights for the current level of unsatisfied demnd in
our analysis.

) G r o u p  demnd  tends to  occur  dur ing  the  spr ing  and fa l l  shoulder  seasons .
/ ~nvention  planners are reluctant to schedule events during what is perceived

to be” harsh winter weatherr  and are unable to book large .blocksof  rooms. at
discounted rates during the peak sunTner season. Some tourist dmnd is
captured on the edges of the shoulder seasons, and comrcial  demand continues
at annual average levels.

During the winter season, Anchorage hotels attract few group events and a small
n u m b e r  o f  t o u r i s t s . Corrmercial  demnd i s  a g a i n  mintained  t h r o u g h  t h i s
season. Airline travel to Anchorage is reduced with the drop in tourism, but
the number of crews serving transit  flights’ remins at norml levels.

The table on the following page s~rizes the current  mix  of  demnd in the

I
co~etitive  market by segment and by season.

i
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Anchorage Lodging Market 

Market
S u p p l y  -rcial G r o u p  A i r l i n e  

Seasonality  (Days)
9 8  S m r 26.8% 20.0% 20.0% 30.0%

154 Winter 42.2% 50.0% 20.0% 40. o%
113 Shoulder 31.0% 30.0% 60.0% 30.0%

365 Total 100.0% 100.0% 100.0% 100.0%

Wm Nights
Sumner 218,800 42,800 11,800 55,300 1
Winter 343,900 107,000 11,800 73,800
Shoulder 252,300 64,200 35,500 55,300

Total 815,000 214,000 59,100 184,400 1

* N o t e : Estimates based on information available as of N
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.Historical &b i n  Mrket Dmd. . . . . . . . . . . . . . .. ..,. .
Si”nCe””  1984,

. . .  .
co~etitive”  miket de&d “has fluctuated’ “between 500,000 .and “:

600,000 occupied room nights. ~nges  in the volume of demnd resul ted  f rom
the addition and .rmval of rooms from the competitive mrket and shifts in the
local and regional economy.

&cause of the large volw of  unsat i s f ied  demd dur ing  the  sunmer mnths,  the
number of rooms available in the mrket  has a direct bearing on the volume of
demand captured. Dmnd decreased  in  1985 wi th  the  par t ia l  c los ing  of  the
Hilton for renovation, then increased with the opening of the Clarion and the
reopening of the Hilton in 1986. The year ,1987 was t h e  f i r s t  f u l l  y e a r  o f
operation for the new rooms; again, an increase was seen in mrket demand. “

The following table shows the historical pattern of growth in demand.

Historical Growth in Market Room Demand

Average tioms Occupied Percentage
Year Occupied Per Day Room Nights mange

1984 1,518 554,000
1985 1,399 510,800 (7:8%)
1986 1,461 533,400 4.4%
1987 1,596 582,400 9.2%
1988 1,640 598,400 2.8%

~~ound  Average Annual Growth Rate 2.0%

Wrket Average Hoom Rates

T h e  average  room ra te  in  the  co~etitive  mrket i n c r e a s e d

Market
Occupancy

80. 5%
77.2%
69. 7%
71.5%
73.4%

from $61 in 1984
to $77 ii 1988 . This amounts to a compound average annual growth rate of
approximately six percent. During this same period the general price level, as
measured by the U.S. Consur Price Index, increased at a compound rate of 3.4
percent, which wuld indicate real annual growth averaging nearly three percent.
Growth in the market average rate resulted from rate increases at the older
properties and t h e  eventual  .~sitioning,  of the C l a r i o n .  a t  a  r a t e  above the
mrket average.

Market room rates may also be analyzed by segment and season. mrcial rates
range from $95 to $120 during the s~r, approximately ten percent discount
f r o m  a d v e r t i s e d  r a t e s . M a d d i t i o n a l  $ 1 0 . 0 0  d i s c o u n t  iS o f f e r e d  in the
off-season, and even lower rates of $65 to $85 are available to g o v e r n m e n t
t r a v e l e r s . Large tour groups receive discounts based on the size and duration
o f  t h e  t o u r , w h i l e  i n d i v i d u a l  t o u r i s t s  g e n e r a l l y  p a y  t h e  p u b l i s h e d  r a t e s .
Hecause  both  the  adver t i sed  ra tes  and the  volume of  tour is t s  i s  less  in t h e
off-season, the  average  achieved in the mrket during this period is e s t i m a t e d
at 30 to 40 percent below the sunmer average.

I

—
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. . . - Hi,storicalMarket  Average Room Rates . .

. . . . . .,.”
Nominal “’ Real

~rket Market Average Percentage Percentage
Year Occupancy Room Rate . Change Inf lat ion ~ange

1984 80.5% $61.00
1985 77.2% $71.00 16.4% 2.4% 14.0%
1986 69. 7% $73.00 2.1% 0.7%
1987 71.5% .$72.00 (::x) 0.9% (2.3%)
1988 73.4% $77.00 6.9% N/A N/A

The ability of a hotel ‘to achieve real price increases is typically a function
of market conditions. When occupancies are high, properties can raise prices
or limit discounts without fear of carrying mny e~ty rooms. In contrast,
properties in a market where occupancy is relatively low mRY find that
substantial discounts mst be offered in order to retain business.

Rate  increases  mst often are established at the beginning of a year or season
based on the performance of the market in the prior period. The strong increase
seen in 1985 reflected the healthy economy and high occupancy rates of 1984. In
1986, as the economy slowed down and the opening of the Clarion added to the
mrket supply, occupancy declined. The following year saw a decline, both nominal
and rea l , in room prices. For 1988, a slight increase in occupancy and the
expiration of the Clarion’s introductory prices have supported an increase in
mrket room rates.

As discussed in Section VIII, the market over the past five years, has achieved
an average annual occupancy rate in the range of 70 to 80 percent. As a result
of the entry of the subject property, and an expected decline in airl ine crew
demnd, the rate of occupancy in the co~etitive  mrket  in 1992 is projected at
55 percent, the lowest level in the period studied. Despite gradual increases
i n  demnd, the  occupancy  of t h e  o v e r a l l  m a r k e t , including the proposed
1,400-room resort, is  expected to grow to only 65 percent by the end of the
forecast period.

Because  of  the  lower  pro jec ted  occupancy,  we do  not  expect  the  mrket to
cont inue  to  achieve  the  rea l .  pr ice  increases .  exper ienced .in the” past. W e
projec t  tha t  room pr ices a t  indiv idual  proper t ies  wi l l  increase  only  a t  the
general rate of inflation.

The preceding analysis should not be interpreted to mean that in future years
the market average rate will be affected only by inflation and mrket occupancy .
To the extent that a newly opened property prices its rooms above or below the
prevai l ing  mrket average , the  average  i t se l f  wi l l  be  a l te red . However, the
a n a l y s i s  i s appropriate i n  t h e  p r o j e c t i o n  o f  a v e r a g e  r o o m  r a t e s  f o r  ~
individual property.

——
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~ AT -ARABLE.: DES1’INATI~ m. ., ‘.. . . .,. . . ,.. . . . . .
T h i s  section”of  the  repor t  d iscusses  the  Nor th  -rican ski resort mrket ‘ a n d
existing destination resorts in North America which are considered comparable to
the proposed Eagle Valley Resort. We describe the facili t ies available at each
property and discuss historical and current operating performance. The section
concludes with a discussion of i~lications  for the proposed development.

To attract d~nd on a year-round basis, a mjor Alaska destination resort muld
be expected to feature winter sports facilities, the core of which wuld have to
b e  do~hill  s k i i n g . While, h i s t o r i c a l l y  t h e r e  h a s b e e n  s u b s t a n t i a l  s-r
t o u r i s t  detind  in  Alaska , t h e r e  h a s  b e e n  l i t t l e  tourist..demnd  in t h e  w i n t e r
mnths. -arable r e s o r t s ,  t h e r e f o r e ,  a r e  y e a r - r o u n d  r e s o r t s  f e a t u r i n g
substantial ski season facili t ies as well as smr seasons .

I

4

I

During the 1986/87 ski season, North ~rican ski areas were estimated to have
accornnodated  53.7 million skier visits. Based on a survey of 134 ski areas, the
National Ski Area Association estimtes  the ski industry had gross revenues of
$ 1 . 6  b i l l i o n  a n d  p r o v i d e d  p a y r o l l s  o f  $ 3 3 5  m i l l i o n . T h e  s~le, w h i c h
represented approximately 52 percent of the total mrket, indicated uti l ization
of ski area capacity was down to 32.9 percent from 34.4 percent realized during
the previous year, even though ski visits were up by 3.5 percent.

While the ski market experienced growth rates of 10 to 15 percent annually in the
sixties and seventies,  this is no longer true. Current  s ta t i s t ics  indica te  f la t
to mderate  growth of the ski market in North America for the 1988-1989 season.

A number of factors are contributing to the reduced growth, the mst significant
being demographic trends in the United States. The “baby boom” caused a rapid
r i se  in  downhi l l  sk i ing  in  the  sevent ies . As this group is aging, reduced
growth can be expected to continue. As a result, mny smal ler  sk i  areas  have
gone out of business, and larger operators have begun to discount ski tickets.
The number of ski areas in North America has declined by 35 percent since 1980.
Even though resort owners h a v e  i n v e s t e d  $ 1 . 5  b i l l i o n  i n t o  f a s t e r  l i f t s  a n d
better grooming mchines, total 1987-1988 skier visits were only 8 percent higher
thanin  1 9 7 8 - 1 9 7 9 .

To increase market share, ski resort operators have become very competitive by
offer ing  package  pr ices a n d  v a r i o u s  d i s c o u n t s  o n  l i f t  t i c k e t s ,  b y  f u r t h e r
improving ski a r e a  f a c i l i t i e s , and by searching for new sources of demnd,
‘including demnd from foreign source’s.

S=ION CRITERIA

In selecting co~arable  destination resorts for our review, we used five major
criteria. Each resort --

i 1. is a year-round destination facili ty,  offering both a winter ski season and
and a sumner tourist  season.

having been developed since the early 1960’s~ ~. ~~ :~7’;J~tive  recent origin, ,

,
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‘..3. offers a high ‘~ualjty product to’ guests, including a.variety o.f. overnight
fac,ilitiesi.  restaurants and” entertqjtint,.and $@rts activities. ., : ~~ ~~

4. is of a significant size and stature.

5. can be expected to attract demnd from mny of the same sources as the
proposed Alaska resort.

On the basis of the above criteria,  we have selected the following c-arable
reso r t s :

*
*
*
*

Whistleri”British  Columbia, Canada,
Jackson Hole, Wyoming
Vai l ,  @lorado
Keystone, Glorado

Developnt History

[

Whistler grew out of a plan to host the 1968 Winter Olympics. Although the
Ol~ic games never materialized, Whistler developed into a year-round destina-
t i o n  r e s o r t . Whi le  the  f i rs t  sk i  l ifts on W h i s t l e r  ~untain  opened  to  the

[
public in ,19”66., development began in. earnest only  in 1975, when Whistler was

\ designated a resor t  munic ipa l i ty  by  the  provinc ia l  government . The newly
created village saw the rapid development of acc-dation  facilities, food and
beverage outlets, retail  shops and meeting space. Over the next few years,
Blackcomb  Mountain was developed as a second ski facili ty,  enabling skiers to]

\ access two muntains  from the village, both with excellent ski conditions and
the longest vertical drops in North -rica.

.

I In  the  ear ly  1980’s , as the resort became a popular winter ski destination,
additional facilities were provided to mke the resort attractive on a year-round
bas is . This included a ch~ionship  golf course designed by Arnold Palmer, which

I
opened in 1983, and the Whistler ~nference  Center, which opened in July 1985.

,
The hotel accomdations  at the resort developed basically in three phases.

1. Prior to 1980, lodging facilities at whistler consisted Pri~rilY of
condominium type properties with less than fifty rooms..

2. Subsequent to the Whistler Village opening in the early 1980’s, more hotel-type
properties were built, even though condominium-style units remined  predominant.

3. Subsequent to 1985, mst of the hotel rooms developed were regular hotel
proper t ies ,  adding 5 3 2  h o t e l  r o o m s  t o  t h e  v i l l a g e ,  a s  c o m p a r e d  t o  51
condominium-type rooms over the same period.

i Location and Access

Whistler resort is accessible by several modes of transportation. The resort is
1 located two hours (approximately 90 miles) north of the Vancouver,  British

i Columbia  in terna t ional  a i rpor t , which is  served by major  a i r  carr iers  f rom
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““ around the world. ‘. @proximate  flying times md costs on scheduled ai~lines,  -to

Vficouver  are shown “in”” a table”  at the end of this section. “l~rovement”of  the
P@erton  a i rpor t , a few miles north of Whistler, will allow the landing of Dash”
7 aircraft and scheduled flight service for the 1988-89 ski season. B. C. Rail
operates daily trains on a year-round basis from Vancouver to and from Whistler.
T h e  t r a i n  t r i p takes  approximate ly  two hours ,  wi th  addi t ional  sk i  t ra ins
schedules on weekends during the winter mnths.

Vancouver constitutes the nearest population base to Whistler, with approximately
1.5 million people residing in the Vancouver ~tropolitan  area in 1987.

. . .
Seasonality

W h i s t l e r  R e s o r t  o r i g i n a l l y  w a s  s t a r t e d  a s  a  s k i  r e s o r t ,  b u t  a d d i t i o n a l
facilities were developed to enable the resort to operate on a year-round basis.

I Guests now have a variety of activities available during the sunmer, inc luding
g o l f ,  t e n n i s , r iver  raf t ing,  heli-skiing,  var ious  water  spor ts ,  b icycle  tours

\
and  var ious  specia l  events  and fes t iva ls . @rrently,  Blackcomb  M o u n t a i n  i s
North  America’s  larges t  s-r skiing facili ty, with lifts operating throughout
the sumner,  providing access to Horstmn Glacier.

Addi t ional  fac i l i t ies  a re  p lanned which  would  fur ther  increase  the  projec ts
, appeal as a year-round destination resort, including:

1. Ayear round tennis resort, with ten outdoor and six indoor tennis courts.
2. M new golf courses.
3. A school at Whistler offering courses in culture, business, the arts,  and

management.

I In 1988, there existed a total of 725 hotel rooms and 867 condominiums units at
Whistler, for a total of 1,592 room accomdations.  While some of these rooms
a r e  i n  s m a l l e r  p r o p e r t i e s ,  mst are  in  new, attractive hotels or condominium

/
developnts. Approximately 47 percent of the hotel rooms at Whistler have been
built since 1986. During the period 1982 through 1986, the supply of rooms mre
than doubled, and is expected to almost double again during the next five years,
as “an “additional 1,000 rooms are expected to be added. At the’ time of o u r
fieldwork, a full-service 400 room Canadian Pacific Hotel was being completed at
the foot of the Blackcomb  quad lift, which will be the largest hotel property”at
Whistler. The three existing largest properties are briefly described as follows:

The Delta  Muntain  Inn

This  i s  current ly  the  la rges t  s ingle  proper ty  in  Whis t le r . The Delta Inn has
160 units, 97 of which have kitchenettes. The rooms are large, modern and
tas tefu l ly  furnished. Many rooms have fireplaces and jacuzzi  tubs. Recreational
and other facili t ies include two tennis courts, an outdoor pool and whirlpool,
meeting rooms, dining room and lounge. The hotel is part of the very popular
Canadian Delta hotel chain. The hotel’s expansion plans call for the addition
of  be tween 135 and 180 s tandard  guestrooms  which muld enable the hotel  to
accomdate  l a r g e r convention-related groups. A p lanned expans ion  of the
hotel’s retail  space would further i~rove guest services as well as link up the
new portion of the building with the Village Square.
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This mst recent hotel addition to Whistler Village is located between the Delta
Mountain Inn and the Crystal ~dge. The lodge has 96 hotel rooms and tw V.I.P.
s u i t e s , three meeting/function rooms, a 125-seat restaurant,  a 70-seat piano
bar, 72 underground parking stalls and a variety of other amenities. The hotel
is tastefully decorated throughout and the hotel~s  guest-room size and proximity
t o  t h e  W h i s t l e r  ~nference  &nter a r e  f u r t h e r  a d v a n t a g e s  f o r  t h e  p r o p e r t y .

T h e  01~ ie lodge

This””90-room hotel, owned and operated by Nancy Greene Raine,  Canadian Ol~ic
~~ion,  was co~leted in 1985. The guest rooms, although tastefully decorated,
are re la t ive ly  smll and somwhat  limited as each has two twin beds. knities
include a restaurant, lounge and ski storage room. Although not as luxurious as
other  hote ls  in  the  Vi l lage , i t s  l o c a t i o n  c o n t r i b u t e s  t o  i t s  co~etitiveness.

Major Amenities

W h i s t l e r  a n d  Blackcomb  b’buntain  offer the tw g r e a t e s t  l i f t - s e r v i c e d  v e r t i c a l
rises in North America (5,280 feet at Blackcomb, and 5,006 feet at Whistler).  ~
The 95 ski runs at Blackcomb,  and 86 runs at Whistler, are served by a combined
total of over 20 chair or express chairlifts,  a gondola, and a variety of other
l i f t s . bngest  runs at both Blackcomb and Whistler are approximately five miles.

Skier capacity, combined, is 20,600 skiers per day. This capacity will  further
increase with the new Whistler Mountain gondola, which was recently co~leted.
The skier terrain at Blackcomb  is classified at 25% expert,  55% intermediate,
and 20% beginner; and at Whistler ~untain  20% expert, 55% intermediate, and 25%
beginner.

In.  addition to skiing, the resort features an 18-hole golf course designed by
Arnold Palmer, a number of outdoor tennis courts,  boat rentals,  and various
other  recrea t ional  and spor t  fac i l i t ies . The ~istler  ~nference  Center holds
1 ,000 de legates  for  d in ing , a n d  u p  t o  1 , 8 0 0  d e l e g a t e s  f o r  theatre-style
presentations; as  wel l  as  var ious  breakout  rooms. There  are  a lso  a  grea t
variety of restaurants, lounges, and shops available.

Sources of Dmd

Winter rooms demnd for the 1987-88 season and
. of origin, was as shown on the following page.

sunrner  demnd  for 1987, by area

—.



I VII -5

I 1987-88 Winter 1987 Sunmer
Area of origin  . S e a s o n  p e r c e n t a g e  S e a s o n  p e r c e n t a g e“., . .
British @lumbia  . 35% ~ . .’ “61%
Washington
Ontario
@lifornia
Japan
Quebec
Other U.S.
Other Canadian
Alberta
Austra l ia
Europe
Oregon
Other and Unknown

15%
13%

7%
7%
5%
5%
5%
1%
1%
1%
1%
4%

10%
8%
3%
o%
1%
1%
2%
2%
o%
1%
2%
9%

Source: Whistler Hotel Association (based on commercial accorrrnodation  rentals)

An increased diversification of markets has taken place in recent years. The
percentage of winter demnd from ontario  increased from 6 percent to 13 percent;
those from California increased from 3 percent to 7 percent, and Japanese winter
visitors increased from zero percent in 1984-85 to 7 percent in 1987-88.

The average stay of guests is estimated at three to four nights during the
winter season, b u t  o n l y  1 . 5  n i g h t s  d u r i n g  t h e  s~r. The average double
occupancy factor is estimted  at 2.4 people per occupied room.

The table below shows the ntier of skier visits by year since 1982:

Skier Visits

Blackcomb ~istler Total
1982/1983 278,000 432,517 710,517
1983/1984 234,000 432,005 666,005
1984/1985 274,000 501,427 775,427
1985/1986 277,912 429,007 706,919
1986/1987 327,380 484,437 811,817
1987/1988 575,000 500,025 1,075,025

Source: Whistler Resort Association

Percentage
Increase

(6:3%)
16.4%
(8.9%)
14.8%
32.4%

As shown above, the number of skiers during the 1987-88 winter season increased
by 32 percent over the previous year, ref lec t ing  the  increased  fac i l i t ies  and
at t rac t ions  a t  the  resor t . Over the five year period, skier visits increased at
an average annual growth rate of 8.6 percent.

O f  t h e  t o t a l  s k i e r s , 33  percent  a re  estimted  to  be  overn ight  hote l  gues ts ,
while 67 percent are estimted to be day-skiers,  primarily from the Vancouver
area, or private condominium owners and their guests. The day lift  t icket price

I
was $34 Canadian dollars in Decetier 1988.

I
The average te~erature  at Whistler is as follows:

t December, January, February Low z1OF; High 33°F
March, April, May bw 29‘F ; High 52°F
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“~apticies”an  d.Average  Rates : “’ . -’ . “ : . ,... ~~

During 1987, percentages of occupancy at Whistler Village hotels ranged from a
low of 49 percent to a high of 72 percent, with an average of 56 percent. The
occupancy percentages, for the last five years, are shown”below.

Annual Demand 1982 - 1987

I
I

Year

1982
1983
1984
1985
1986
1987

Nights
Available

253,980
317,125
347,115
347,115
387,995
443,110

Nights
Occupi cd

97,740
126,129
160,134
175,498
194,338
248,142

Occupancy
Percent

38. 5%
39. 8%
46. 1%
50.6%
50. 1%
56.0%

The three  larges t  proper t ies  in  Whis t ler  Vi l lage ,  descr ibed ear l ie r ,  had  an
occupancy rate of 63 percent in 1987, 85.2 percent during winter (1987/88) and
49.3 percent during sumner (1987).

As shown above, both the supply of rooms and resort demand increased annually at
substantial growth rates. During the ‘period 1982 through 1987, the number  of
available rooms increased at a compound annual growth rate of 11.8 percent and
demnd  at a 20.5 percent rate. Growth in demand is projected to continue over
the  next  f ive  years , with the greatest growth expected during the s-r and
shoulder seasons. Sumner growth is expected to be fueled by the addition of at
least one new golf course, establishment of Whistler as a conference center, the
avai lab i l i ty  of  new hote ls , and the mrketing  effor ts  of  the  Whis t ler  Resor t
Association. Winter demnd is expected to increase with the available new hotel
rooms and substantial  additions to l ift  facili t ies.

I

I
1

Seasonal occupancies are shown below:

W h i s t l e r  V i l l a g e  S e a s o n a l  &cupancy  R a t e s

Year Sunmer W i n t e r

1986/87 53,.5%* 77.0%
1987/88 48.9% 84.4%

* Higher due to the effect of the world’s fair held in Vancouver during this
time period.

Published room rates for the mjor properties at Whistler are set forth on the
I following page for both the sunmer and winter season.

—-—
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~jor Properties at Whistler,  British ~,l~ia . .. . . . . ,. . ,.. , . . ,
. . .. . Number” Published’  RomRa~es  -

Property Name and bcation of Rooms Sunmer Winter

Town Centre:

Delta ~untain Inn*
Lis te l*
Ol~ic Lodge*
Mountainside Lodge
Whistler Village Inn
Blackcomb  Lodge
Crystal hdge
Timberline
Fairways**
~ateau  whistler  Resort

(1990 estimated rack rates)

161
98
91
9 0
88
72
47
42

194
350

$99 - $ 1 4 9
$80
$69 - $99
$75 - $85
$65 - ,$95
$60 - $79
$65 - $ 1 5 0

$100 - $ 2 0 0
$ 6 5 -  $ 7 0

$145

$125 - $205
$80 - $110
$99 -$109

$125 -$140
$ 1 0 5 - $ 1 4 5

$ 8 5 - $ 1 3 0
$95 -$135

$110 - $ 2 0 0
$89 -$130

Gondola:
Highland bdge 55 $45 - $60 $ 6 5 -  $ 8 5
Whistler Creek Lodge 41 :;; - $ 1 1 0 $99 - $150
Whistler Wsort and Club 42 -  $ 9 0  $ 6 5 - $ 1 2 0

Three largest hotels - The Del ta  Muntain  Inn is a first  class property with
a mix of standard hotel and condo type rooms. It was the first hotel to open
at Whistler with a national chain affil iation. Both the Listel and Olympic
Lodge are high quality properties with standard hotel type rooms. All three
properties have both a restaurant and lounge on the premises.

Opened January, 1988.

Source: Whistler Resort Association

Average room rates during the 1987-88 winter season were $96, ranging from $56.50
to $119. The average performance of properties located in the Whistler Village
f o r  a  f i v e ,  y e a r  p e r i o d  i s  s h o w n  b e l o w :

Whistler Village Average Rates

Year Sumner Winter

1983/84 $45.70 $104.29
1984/85 $60.40 $103.41
1985/86 $65.71 $ 9 2 . 1 5
1986/87 $70.41 $ 87.71
1987/88 $64.99 $ 96.36

Winter rates were lower in 1985/86 due to the addition of two new properties
~~:u;~  standard hotel rooms.

5
Swr rates increased in 1986 with the wrld’s

In Vancouver during that year.
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Condominiums

As stated earlier,

VII -8

. .,.
prbpertiesin  whistler Village asa group had’’an.  average.,room
1987, $96.27 during winter season and $66.08 during the sunmer.

accomdations  developed at Whistler prior to 1980 consistedI
minly  of condominium t y p e  p r o p e r t i e s  w i t h  l e s s  t h a n  f i f t y  r o o m s . These
condominiums were operated under hotel managemnt  contracts. Subsequently,
accommodations developed were primarily regular hotel properties. Subsequent to
1985, 532 hotel rooms were added, as compared to only 51 condominium type rooms.

However, dur ing  the  las t  two years , over 1,000 condos for private use were
constructed in the Village (over 350 in 1987, and over 700 in 1988).  While the
original condos sold relatively slowly, with absorption periods of five to ten
years ,  the  condos  developed recent ly  so ld  very  wel l . Most of the condos
constructed during the last tw years sold before be ing  f in ished .

Sale prices currently range from $80,000 to $300,000 -adian, with a typical,
luxury one bedroom condo with 700 square feet  seIling a t  a b o u t  $ 1 3 0 , 0 0 0
Canadian. About 80 percent of these condominiums are sold to Vancouver area
residents; the other 20 percent,  in order of i~ortance,  to Ontario, ~nada; the
Eastern Canada provinces; and California residents.

Tiw-Share S a l e s

A continuing timeshare sales effort has been mintained  by ‘~iski Jack Resorts”
at Whistler since 1980. Over this period, time periods at 50 condominium units
were being sold, w i t h  s i g n i f i c a n t t i m e  a t  t h o s e  u n i t s  s t i l l  a v a i l a b l e .
Potential t ime-share buyers are invited to Whistler for a subsidized 2 night
s tay ,  for  which  they  a t tend a  Ij-hour s a l e s  p r e s e n t a t i o n . Closing rate was
estimated at about twenty percent, higher than the mre usual 10 to 15 percent.

Prices for the high-end quality condos vary substantially by week, size,  and
location. For ex~le, a one-bedroom, luxury condominium with 1,300 to 1,400 SF
is priced from $7,900 for a least desirable week to $35,900 for the last week in
December, or an average of $18,000 Canadian.

.
Amjor sales effort is mde in the State of Washington, and 65 percent of sales
are made to Washington residents; 25 percent to Canadian Residents;  and 10
percent to residents of other U.S. States. The typical buyer is mrried with 2
children, i n  h i s  e a r l y  f o r t i e s , and a house owner with medium to high income.
M o s t  d e m a n d  i s  f o r  h i g h - e n d  q u a l i t y ,  2 - b e d r o o m  units with a minimm  of  1 ,200
square feet.

Buyers of condominiums at the resort are enrolled in an exchange club, Resort
~ndominiums  In terna t ional . Typical marketing costs are above forty percent of
gross sales.
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Develo pment His tory
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Jackson Hole started operations as a destination ski and s-r resort in the
mid-1960’s. Teton Village was started on about 165 acres of private land at
that time, with subsequent additions as the resort developed. Teton Village now
c o n s t i t u t e s  t h e  b a s e  f o r  t h e  J a c k s o n  H o l e  s k i  a r e a ,  p r o v i d i n g  h o t e l s ,
condomini-, restaurants,  parking and various support facili t ies.

Location and Access

Teton Village is located at the base of Jackson Hole ski area in Teton @unty,
~omi ng. Teton Village is approximately 12 miles from the town of Jackson and
22 miles from the Jackson Hole airport.

Jackson and Teton Village are adjacent to Grand Teton National park, and a part
of Yellowstone  National Park is also located in Teton ~unty. Jackson Hole is a
high muntain valley, approximately 60 miles long and 20 miles wide, ringed by
the Teton Mountain Range to the west and the Gros Ventre nuntains  to the east.

Air access to the area has been i~roving in  recent  years . The Jackson Hole
a i r p o r t  accomdates  je ts  and i s  served wi th  da i ly  f l ights  by  Del ta  Air l ines ,
American Airlines, Continental/Cbntinental Express, United Express and SkyWest
A i r l i n e s . Approximate flying times tid costsof scheduled airlines to Jackson
Hole are shown in a table at the end of this section.

The nearest mjor metropolitan areas are Denver, ~lorado, approximately 400 air
miles away and a population of 1,676,000, and Salt Lake City, 200 air miles away
and a population of 1,056,000.

Seasonality

Jackson Hole’s economy is based primarily on tourism. Most of this tourism
has historically occurred during the s~r mnths, due to the proximity of the
area to Grand Teton and Yellowstone National Parks, and the surrounding scenery
and recreational amenities. Since the development of the Jackson Hole ski area,
winter tourism has increased strongly.

In 1988, there  ex is ted  a  to ta l  of  3 ,800 lodging  rooms in  Teton  C o u n t y ,
cons is t ing  of  a  grea t  var ie ty  of  hote ls ,  mtels, c o n d o s ,  c a b i n s ,  and bed Md
b r e a k f a s t  f a c i l i t i e s . Of those, approximately 1,000 rooms were available during
the s-r only.

For the purpose of our analysis, we considered seven properties co~arable,  with
a total of 654 rooms. Three of these properties are located at Teton Village,
and four at Jackson, as shown on the following page.

——..  —
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J a c k s o n  Hole-arable  Supply. ‘“..

Nher
Property of Rooms

Inn at Jackson Hole 80
Sojourner Inn 98
Best Western Alpenhof 40
Wort Hotel 44
Spring Creek Ranch 73
Jackson Hole Racquet Club 115
Snow King Resort 204

Total 654

In addition to the above, the 385 unit Jackson Lake Lodge located in Grand Teton
National Park provides accommodations from June until the end of Septetier.

Several new hotels are proposed in the Jackson Hole area, including a smll
upscale hotel with 100 units as part of a 560 acre development of single family
homes , townhouses, condominiums, gol f  course , t e n n i s  a n d  o t h e r  f a c i l i t i e s ,
a n o t h e r  2 0 0  t o  2 5 0  r o o m  h o t e l  a n d  s h o p p i n g  c e n t e r ,  a n d  a  r e s o r t  hotel
development proposed at Teton Village.

Jackson, an old western town, has preserved its attraction as such with board
s i d e w a l k s ,  g a l l e r i e s , saloons, shops and res taurants ; whi le  Teton  Vi l lage
provides the appeal of a newer, bavarian  style village.

In addition to Grand Teton and Yellowstone National Parks, s-r attractions

I include the availabili ty of excellent accomdations,  two 18-hole golf courses,
tennis , b o a t i n g ,  swimning,  and a variety of other facili t ies.

i

In winter, Jackson Hole is one of the best known ski resort areas in the U.S.,
with spectacular views and abundant ski slopes. There  i s  an  aer ia l  t ram to
Rendezvous Peak, the highest point of the resort at 10,000 ,feet above sea level;
a  quad chai r  l i f t ; a triple c h a i r  l i f t ; and five double chairs. The ski area
has a vertical drop of 4,139 feet, 3,000 acres of skiing terrain, with a longest
run of seven miles. Lift  capacity is 6,700 skiers per hour. The skier terrain
is classified as 50 percent advanced, 40 percent intermediate, and 10 percent
beginner.

A n  a d d i t i o n a l  a t t r a c t i o n is  the  Nat ional  Elk  Refuge ,  winter  home of  the
country’s  la rges t  e lk  herd . Six to ten thousand elk gather here for winter
feeding, and can be observed at close range.

Currently,

1

t h e  J a c k s o n  H o l e  a r e a  i s  n o t  an e s t a b l i s h e d  grouP meeting
des t ina t ion . Only one property, the Snow King resort, has significant meeting
facili t ies in Jackson Hole. Jackson hke Lodge, while having extensive meeting
f a c i l i t i e s , is limited by the National Park Service in the size and number of

I groups it  can take. However, several of the proposed hotel additions plan to
\ add convention and meeting facilities.
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S o u r c e s  of D~-d . . .. . .

Winter demand for the 1987-1988 season and sumner dmnd
origin, was estimated as follows:

Area of Origin

Rocky ~untains
Idaho, Colorado, ~ntana,

.Pacific @ast

1987-1988 Winter
Season Percentage

Utah 7%

California, Washington, Oregon 15%
East ~ast

New York, New Jersey, Connecticut,
Pennsylvania 27%

Midwest
Illinois, Minnesota, Ohio, Wisconsin 16%

South 18%
Southwest

Texas 9%
Wyoming 3%

Foreign and other 6%

Source: Jackson Hole Area ~amber of _rce
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f o r  1 9 8 7 ,  b y  a r e a  o f

1987 Sumner
Season Percentage

26%

16%

15%

15%
10%

10%
4%
4%

AS a result of improved air access in recent years, demand from the east coast,
Midwest and south has shown strong increases, especially in the winter season.

Average length of stay of guests in the J a c k s o n  Hole area is estimated at 5.8
days  dur ing  the  winter , and  3 .2  days  dur ing  the  surnner  s e a s o n . A double
occupancy factor of 2.2 people per room is estimted.

The table below shows the number of skier visits by year since 1982:

Skier Visits Percentage Growth

1982/1983 170,500
1983/1984 181,000  ‘ 6.2%
1984/1985 187,200 3.4%
1985/1986 176,900 (5.5%)
1986/1987 194,700 10.1%

1987/1988 245,400 26.0%

(1) A skier day is defined as the purchase of a full  day lift  t icket.
(2) Ski seasons usually extend from late Novetier  to early April.

Source: Individual ski areas and the Jackson Hole Chamber of bmrce.

As shown above, s k i e r  v i s i t s  h a v e  f l u c t u a t e d  o v e r  t h e  y e a r s ,  b u t  increased
s u b s t a n t i a l l y  dur ing  the  las t  two seasons . This growth is attributed to three
main factors: i~roved ai r  service , i~rov.ements  to the ski area, and increased
marketing dollars due to a new lodgers tax. These factors are expected to
continue to have a posit ive i~act on tourism in the future. For the f i v e - y e a r
period, skier days increased at an average annual rate of 7.6 percent.
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., A t y p i c a l  d a y  l i f t  .~ick.et price, is. .
..’.

The average te~erature at Jackson

Decetier
January
February
March
Apri l
May

$30.’” ~~~ .

Hole i’s as follow:

H i g h

26° F
280 F

33° F
380 F
480 F

59° F

. . .
. .

Low

6“F
2 OF

7‘F
13‘F
zZOF

31OF

Occupan ties and Average Rates

As stated earlier, we believe the seven DroDerties  listed earlier are comparable
for purposes of our analysis. Intervi~ws-  and a review of 1987 operations of
these properties indicated that they obtained an annual occupancy, as a group,
of 48 percent in 1987.

Winter season demnd  is primarily from skiers, ski groups, and from professional
groups conducting meetings. S-r demnd consis ts  of  tour is t s  and conference
attendees. During the shoulder season, .demnd  generally is low, although there
is some demand from tourists and hunters. Group/conference demand is limited
during the shoulder season due to uncertain weather conditions. Wsed on interviews>
we have estimated the following mrket mix for the co~arable  properties.

Estimated Mrket Mix
Jackson Hole Qarable Properties

Demand Segment

Skier
Group/Gnference
Tourist

Total

Room Percent
= of Total

42,800 37%
28,500 25%
44,100 38%

115,400 100%

Jackson Hole area demnd varies by season with strong demand during the winter
ski season (early December to early April) and during the sumner tourist season
(June through September). During the shoulder season (early April through May
and October through early December), demand is weak. ~sed on interviews with
these properties, we have estimated seasonal occupancies as shown in the table
on the following page.
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. . Hstirmt~ Seasonal  &cu*cies  : ~~ “ ‘“ ,“ :
Jackson Hole ~arable Properties

Estimated Average
Season Occupancy Range

Winter 75% - 80%
Spring 5% - 15%
S-r 70% - 80%
Fal 1 5% - 15%

For 1987, average room rates for the co~arable hotels ranged from$60 to $115,
with an average for the group of $76. As discussed earlier, i~roved air
service with direct flights from Chicago, Denver, Dallas and Salt Lake City has
increased dmnd, especially from s k i e r s  a n d groups. However, a i r
transportation is mre expensive to Jackson Hole, and to compensate for this
disadvantage, exis t ing  Jackson Hole  proper t ies have  offered  less  expens ive
lodging so that the total  tr ip to Jackson Hole is mre co~etitive  wi th  o ther
Rocky ~untain Resor ts .

Developme nt History

Vail was started in 1962 with the intent to create a complete village resort.
Since then, Vail has taken its place as one of the major ski resorts in North
America. Major construction of ski facilities, rooms accommodations, and, mre
recent ly ,  excel len t  sunmer  recreational facili t ies has continued to take place.
V a i l  i s  k n o w n  f o r  s o m e  o f  t h e  b e s t  s k i i n g  i n  t h e  c o u n t r y ,  accomdating
1,300,000 skier days during the 1987/1988 season. Vail is also known as the
only real pedestrian ski town in America. With the good, free shuttle system,
cars are generally not needed.

Location and Access

Vail is a resort cotiunity  about 100 miles from the Denver  Stapleton airport,  on
Inters ta te  70 . Vail is located at an elevation of 8,160 feet in the White River
National Forest, in the heart of the Colorado Rocky ~untains.

The Stapleton International Airport provides access from virtually anywhere in
the  count ry  and  in te rna t iona l ly . In  addi t ion , t h e r e  i s  t h e  A v o n  Stolport
located ten miles west of Vail, and the Eagle ~unty  general aviation airport,
30 miles to the west. Approximate flying times and costs of scheduled airlines
to Denver are shown in a table at the end of this section.

Seasonality

V a i l  w a s  o r i g i n a l l y  s t a r t e d  a s  a  w i n t e r  s k i  r e s o r t ,  b u t  s u b s t a n t i a l  s-r
recrea t ional  fac i l i t ies  have  been  developed. mile w i n t e r  i s  s t i l l  t h e  min
season, Vail is operating as a year-round resort. However, s~r occupancies
have been relatively low. Heginning  in the early 1980’s, Vail has mde s t rong
efforts to i~rove  surnner  b u s i n e s s . As part of this effort, Vail properties have
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1 . .. ,, . ..: ~ d i s c o u n t e d  r o o m  pates  by over  50  percent ;  in  qome: cases,,  in eo~arison  to-winter .  “ .. .
r a t e s . In addi t ion , the Vail Resort Association is” aggressively marketing the
a r e a  f o r  t h e  s-r mnths, sponsor ing  a  var ie ty  of  concer ts ,  fes t iva ls ,  and
s-r events , and printing for groups and conferences during the s-r and
shoulder seasons.

Rooms Accommodations

R o o m s  acco~dations  are  provided  in  mre than 60 lodges and condominium
co~lexes. A to ta l  of  3 ,150 roonts, o f  w h i c h  1 , 5 2 5  a r e  h o t e l  r o o m s ,  a n d  1 , 6 2 5
condominium rooms, a r e  c o n s i d e r e d  co~arable  for  the  purposes  of our study. .  .

Of these, we have selected, for further analysis, six properties in Vail with a
total of 1,120 rooms, as shown below:

) Vail ~jor -arable Properties

f
I

Property Number of Rooms

Lodge at Vail 155
\ Marriott - Vail 350
i Westin 180*

Doubletree 135
Holid@y  Inn
Manor Vail

120
180**

1,120

* In November 1 9 8 8  t h e  Westin-Vail  co~Ieted a n  e x p a n s i o n  d o u b l i n g
the properties convention space and increasing the number of rooms to 300.

** ~ndomini~  hotel
Ii
1 In addition to the Westin - Vail expansion, a mjor Hyatt hotel is proposed for

Beaver Creek within ten miles of Vail.

Major ~nities

Vail provides a wide choice of excellent “hotel and condominium ”accomdations;
a s  w e l l  a s  a  b r o a d  r a n g e  o f  g a l l e r i e s ,  s h o p s ,  a n d  b o u t i q u e s . Over 70
restaurants and bars are available to guests.

S-r f a c i l i t i e s  i n c l u d e  f i v e  g o l f  c o u r s e s ,  v a r i o u s  t e n n i s  f a c i l i t i e s  and
conference  and meet ing  fac i l i t ies  a t  mst of the mjor hote ls . Total  meeting
room space in Vail is in excess of 120,000 square feet, with the largest ballroom
at 9,000 square feet. In addition, a great variety of other activities is available
including hot air ballooning, white water rafting, horseback riding and watersports.

Skiing is provided froma base level of 8,150 feet to the surnnit at 11,250 feet,

/ a vertical drop of 3,100 feet,  on 1,880 developed acres. There are 92 named
trails,  with a longest run of three miles. Ski lifts include one six passenger
gondola,  four high speed quadruple chairlifts,  and one quadruple, three triPleI
and nine double chairlifts.

—
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I
Tota3  uphill  capaci-ty  i s  30 ,600 .persons  per  hour ,  The skier  te r ra in .  i s  c lass i f ied .

, as .32 ~.rcent  advanc@,  ’36 p e r c e n t  i n t e r m e d i a t e , .  a:d 32 percent beginner. . . . . .“

Sources of D-d

Oversees  v is i tors  were  es t imated  a t  less  than f ive  percent  of  to ta l  demand.
Winter rooms demnd for the 1987/1988 season, and sunmer demand for 1987, by
area of origin, was estimated as follows:

Area of Origin Winter Season Percentage Sunmer Season Percentage

California 1 0 % - 1 5 % 5%-lo%
Texas 10%-15% 5%-lo%
Florida 5%-lo% o%- 5%
New York 5%-lo% o%- 5%
I l l i n o i s 5%-lo% o%- 5%
~lorado 5%-lo% 30%-35%

Average  length  of  s tay  in  the  Vai l  a rea  i s  estimted  a t  f ive  to  seven days
during the winter and three days during the s-r season. A double occupancy
factor of 2.1 people per room for hotel rooms is estimated. The average size of
a party in Vail, if all condominium units are considered, is 3.2 people.

The table below shows the number of skier days by year since 1982:

Percentage
Skier Days Growth

1982/1983 1,256,000
1983/1984 1,265,000 0.7%
1984/1985 1,223,000 (3.3%)

I
1985/1986 1,228;000 0.4%
1986/1987 1,285,000 4.6%
1987/1988 1,300,000 1.2%

/ As is  typical  for  ski  resor ts , the number of skier visits fluctuated over the
) above period. For the five year period, skier days increased at an average annual

ra te  of  0 .7  percent . While Vail grew rapidly during  it!s.first twenty years,
skier growth since 1982 has been relatively flat.

A typical day lift  t icket price is $35 for 1988 at Vail .  Te~eratures  a v e r a g e
73° F at Vail during the surnner, and 43° F during winter. Vail reports a total
of 300 sunshine days per year.

Occupancies and Average Rates

) A s  s t a t e d  e a r l i e r ,  w e c o n s i d e r  a  t o t a l  o f  1 , 5 2 5  h o t e l  r o o m s  a n d  1 , 6 2 5
c o n d o m i n i u m  r o o m s  t o  b e  co~arable  for  the  purposes  of  our  analys is .  A

I

de ta i led  analys is  of  occupancies  for  these  proper t ies ,  based  on  1986 ac tua l
r e s u l t s , shows that these properties, as a group, achieved occupancies of 51.0
per cent f o r  t h e  h o t e l s , and 34.4 percent for condominium properties, for a
combined average of 42.4 percent.

/

I

.
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I
.Winter” s e a s o n  dmrrd i s  pri~.rily  fr.v. skiers.Due. to Vail’.  s~excellent  sk i ing

.:. f a c i l i t i e s .  a n d  t h e  resorts.  o t h e r  entert.aiw?? alternatives>  Vail a t t r a c t s  ‘“ ~.
substantial  group/conference business in addition to individual tourists during ~
the  winter . Due to the proximity of Vai l  to  the  Denver  metropol i tan  area ,
weekends are generally the highest occupancy nights.

I
,
I

Surrmer and shoulder season demand is derived from group/conferences and s-r
d e s t i n a t i o n  t o u r i s t s . Due to  i t s  mny r e c r e a t i o n a l  a m e n i t i e s  a n d  Vail’s
proximity to Denver, the resort has become a popular group/conference meeting
loca t ion  as  wel l  as  a  des t ina t ion  tour is t  loca t ion . However, occupancies are
substantially lower than during the winter mnths.

We have estimted  the following m’rket mix for the comparable properties.

EstimatedWrket  Mix
Vail ~arable Properties

D~nd Segment Percent of Total

Ski er 38%
Group/@nference 49%
Tourist 13%

Total 100%

An analysis of seasonal occupancy broken down between hotels and condominium
hotel properties shows occupancies as follows:

Seasonal Occupancies - -arable  Hotels, Vail

Season

Winter
Spring

Fal 1
Total

Season

Winter
Spring
Surrmer
F a l l
Total

Rooms Available Rooms  Occupied Occupancy Percentage

218,981 151,633 69.2%
58,751 7,780 13.2%

186,172 93,419 50.2%
93,086

556,990
30,993
283,825. ~~ .

33.3%
51.0%

Seasonal Occupancies - ~arable Gndominiums,  Vail

Rooms Available Rooms Occupied Occupancy Percentage

232,901 130,833 56.2%
62,486 4,343 7.0%

198,006 55,468 28.0%
99,003 13,163 13.3%

592,396 203,807 34.4%

We have  reviewed 1987 operating results for six major hotels in Vail with a
total of 1,120 rooms. These hotels, as a group, achieved a 1987 occupancy of 51
percent, ranging from 44 to 57 percent, and an average room rate of $109.



VII-17

.~ .~, b . ’ ”  .  .

Develop nt History

Keystone is a year-round resort located in Smit ~unty. Swit @unty  consists
of a series of valleys surrounded by high muntains,  with the Dillon  reservoir
near its center.

Keystone started as a ski and s~r resort in the early 1970’s, and has
undergone significant expansion over. the years. In 1984, Keystone added the
North Peak expansion providing an additional 160 “acres of skiing served by a
gondola  and  t r ip le  cha i r . Nightskiing was mde available for the 1985/1986
season, fur ther  increas ing i t s  p o t e n t i a l  f o r  s k i e r  v i s i t s . A new gondola
(replacing another one) was added for the 1986/1987 season.

T h e r e  a r e  t h r e e  o t h e r  r e s o r t s  i n  Surrmit ~unty:  Breckenridge,  apper ~untain
and Arapahoe Basin. Together, these four resorts accounted for 2,927,000 skier
visits during the 1987/1988 season, representing 31 percent of Coloradols  total.

Keystone  now provides  a  grea t  var ie ty  of  both  winter  and s-r act iv i t ies ,
hotel, condominium, conference, res taurant  and spor ts  fac i l i t ies .

Location and Access

Keystone is located 75 miles west of Denver’s Stapleton International Airport,
v i a  I n t e r s t a t e  7 0 . From tilorado Springs, Keystone is 125 miles northwest.
The Stapleton International Airport provided access from virtually anywhere in
the country. Keystone is the closest mountain resort to Denver.

Seasonality

While Keystone has been bes t  known as  a  sk i  resor t , substantial year-round
fac i l i t ies  have  been developed,  and Keystone  i s  opera t ing  as  a  year - round
re so r t . The development and promotion of excellent conference facilities, golf
course, tennis  and  o ther  ameni t ies  have  enabled  the  resor t  to  subs tant ia l ly
increase smr and shoulder occupancies in recent years.

Ho- Ace_ations

Rooms accomdations  are provided in hotel or condominium type rooms. We have
considered two properties, the Keystone Lodge and the Holiday Inn Dillon,
comparable for the purpose of our analysis. These properties provide a total of
352 hotel rooms, plus over 800 rental condominiums mnaged  by Keystone resort.

Major knities

Keystone’s  s-r facilities include an 18-hole golf course, indoor and outdoor
tennis , horseback riding, swiming  a n d  v a r i o u s  w a t e r s p o r t s . The Keystone
Conference Center, scheduled to be completed in sumner 1989, will add 32,500
square feet of meting space. Five restaurants are located within the Keystone
hotel and the pedestrian roll .
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S k i i n g  f a c i l i t i e s  - ’ i n c l u d e  a  muntain  gondola ,  a  t r ip le  chai r  l i f t ,  and  eight
d o u b l e  ”chair lifts at  Keystone muntain. The slopes have a mximum  ver t ica l
drop of 2,340 feet and a longest run of three miles. In addition, the newly
opened North Peak is served by two triple chairs,  providing advanced terrain
with a vertical drop of 1,600 feet and a longest run of 1 3/4 miles.

Snowmaking equipment covers 75 percent of Keystone and Northpeak ski areas.
Over 200 acres are lit for nightskiing. The skier terrain is estimated as 30
percent advanced, 45 percent intermediate and 25 percent beginner.

Sources of Deamnd

Winter demand for the 1987/1988 season, ~d s-r demand for 1987, by area o“f
origin, was estimted  as follows:

Area of Origin Winter Season Percentage Sumner Season Percentage

~lorado 20%-25% 55%-60%
Texas 10%-15% 5%-1 o%
I l l i n o i s 5%-lo% o%- 5%
Cal i fornia 5%-lo% 5%-lo%
Flor ida 5%-lo% o%- 5%

Overseas visitors are estimted

The average length of stay in
winter and two days during the
people per room is estimated.

at less than three percent of the total.

Keystone  i s  estimted  at three days during the
smr season. A double occupancy factor of 2.4

The table below shows the number of skier days at Keystone by year since 1982:

Percentage
Year Skier Days Growth

1982/1983 732,000
1983/1984 700,000 (4:4%)
1984/1985 919,000 31.3%
1985/1986 887,000 (3.5%)
1986/1987 1,023,000 15.3%
1987/1988 958,000 (6.4%)

While the number of skiers fluctuated over the above period, the total number of
skiers in 1987/1988 had increased over 1982/1983 at an average annual rate of
5.5 percent. A fu l l  day  l i f t  t icket  pr ice  i s  $26=” C l i m a t i c  c o n d i t i o n s  a r e
similar to that of Vail.

Occupan ties md Average htes

A total of 352 hotel rooms and 800 rental condominiums are considered comarable
for our analysis. A review of 1987 operations showed that the hotel facilities,
other than condominiums, achieved, as a group, annual occupancies of 62 percent.
Rental condominiums, during 1987, achieved an estimated annual occupancy rate of
30 to 40 percent.
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W i n t e r  s e a s o n  detind is ,  of  course ,  primrily f r o m  s k i e r s . Weekends are
generally the highest occupancy nights because of the proximity to Denver.
S-r and shoulder season demand is obtained primarily from group/conferences
and swr destination tourists.

We have estinted  the following mrket mix:

EstirmtedMarket  Mix
Keystone Qarable Properties

D~nd Segment Percent of Total

Skier 36%
Group/~nference 40%
Tourist 24%

Total 100%

Seasonal occupancies are estimated as follows:

Estimated Seasonal Occupancies
Keystone ~arable Hotels

Rooms Available Rooms Gccupied

Winter 42,583 31,512
Spring 20,798 10,675
S-r 42,944 27,666
Fal 1 21,272 9,783
Total 127,597 79,636

I During 1987, the hotels achieved an average room
rental condominiums achieved an average room rate of

A major destination resort in Alaska would need to

Gccupancy Percentage

74.0%
51. 3%
64.4%
46. O%
62.4%

ra te  of  $71.50,  whi le  the
$110 to $130.

generate or create substan-
tial-demnd from outside Alaska on a year-round basis. We have included a brief
a n a l y s i s  o f  tw remte resort areas who have been extremely successful in
crea t ing “i~uted”  demnd b y  s i m u l t a n e o u s l y  d e v e l o p i n g  elaborafe  r e s o r t
f a c i l i t i e s  a n d  e f f e c t i v e l y  promting  tha. T h e s e  r e s o r t s ,  l o c a t e d  In ~ncun,
Mexico and Hawaii, are not considered c~arable  to the proposed resort due to
their beach locations and year-round climate. They have been included primarily
to demonstrate the concept of successfully imputing demand.

~cun,  Mexico

A s u c c e s s f u l  e-le of  a  la rge  sca le  resor t  development  in  advance  of  an
established tourism market in an area is Cancun, Mexico.
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T h e  d e v e l o p m e n t  of--cun  as a rmjor destination area was the result of a two-
year study performed by Mexico’s  Tourism Development Fund (~TUR) in the early
1970’s. The  objec t ive  of  the  s tudy was  to  ident i fy  potent ia l  s i tes  for  new
tourist development and included most of Mexico’s approximate 6,000 miles of
shoreline. Cancun, which at the time of the study was a sparcely  p o p u l a t e d
jungle area, was selected as a new tourist development and has now become the
mst popular resort in ~xico  and the Caribbean with worldwide recognition.

Proximity to the United States rmrkets, an extensive variety of amenities and
services, white sand beaches, the clear waters of the Caribbean and a well-
planned master development have all  contributed to Cancunls  success since its
conception in 1974. As a result of the devaluation of the Mexican peso and the
resulting greater price/value relationship, Cancun  has mintained  steady growth.
The following t a b l e  r e f l e c t s  t h e  g r o w t h  i n  h o t e l  r o o m  s u p p l y  a n d  demnd
experienced in Cancun, indicative of the growing demnd for acc~dations.

Hoom Hotel Supply and Occupancy
~cun, Quintana Hoo, Mexico

Year

1980
1981
1982
1983
1984
1985
1986
1987

Number of
Available Rooms

3,930
5,225
5,258
5,414
6,106
6,591
7,028
8,910

Market
Occupancy

65.7%
64.4%
63.8%
80.8%
72.1%
72.4%
81.0%
83.4%

Source: ~A~

During 1987, the six highest quality properties in Cancun,  represent ing  2 , 4 0 0
rooms, achieved a co~osite  average occupancy of 94 percent at an average daily
room rate of $89.

Cancun and its surroundings additionally offer a wide variety of sporting,
cultural and tourist attractions. These include an 18-hole Robert Trent Jones
golf course located within Phase One of the Cancun  development; easy access to
scuba diving, snorkeling, parasailing,  and other water sports; deep sea fishing
char ters  and day t r ips  to  the  nearby i s lands  of  Isla Mujeres, El Garrafon a n d
mzume 1 ; the  Bal le t  Folklorico, a colorful show of Mexican dances, music and
songs; and excursions to the Mayan archaeological zones of Tulum,  Chichen-Itza,
Uxmal and @ha.

Travelers from the United States accounted for the majority of tourist arrivals

I
in Cancun. According to FONATUR, U.S. residents accounted for 63.3 percent of
t o t a l  t o u r i s t  a r r i v a l s , and 79 .9  percent  of  a l l  in terna t ional  tour is t  a r r iva ls
to @ncun  in 1987. Mexican nationals accounted for another 20.8 percent of all

I
tour is t  a r r iva ls  in  Cancun, followed by Canada which accounted for 11.0 percent
of  a l l  tour is t  a r r iva ls .
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I
T h e  f o l l o w i n g  t a b l e  shows a  d i s t r i b u t i o n  o f  t o u r i s t. . . nationality. ,’ . ,. ..,. ,,. .. .

In te rna t ional

U.S.A.
Canada
C.A. & S.A.
Europe
Others
Subtotal
Mexico

‘IwrAL

Tourist  Arrivals by Nationality
~cun, Mexico

1984

416,234
46,520
12,481
17,783

3; 550
496,568
213,725
710.923

1985

414,239
60,004

9,094
17,213
2j305

502,855
226,601
729,456-

arrivals in Qncun b~. ..,, . . . ,.,:

1986 1987

566,777 607,936
42,650 105,571
13,718 12,968
16;852 “ 29 ,564

1~853 4,465
641,850 760,504
227,418 200,052
869,268 960,556

Hawaii

A second e-le of dramatic increases in tourist demnd through a planned large
scale expansion of tourist facilities is provided by the Hawaiian Islands.

Prior to”World  War II, Waikiki was a sparsely developed ”luxury spot. It served
as a playground for the co~aratively  few people  who could  af ford  le isure ly
cruises to the islands at relatively high costs.

The development of tourism in Hawaii has coincided and accelerated with the
availabili ty of affordable and faster air transportation. As quickly as airline
routes were opened and fares and facilities came within the reach of masses of
people in such markets as the U.S. minland  and Japan, demnd  rose to meet the
avai lab le  capaci t ies . Costs of and time for travel decreased with the advent of
jets, then wide-bodied aircraft, stimulating demand further.

Visitor arrivals to the state have increased drmtically  from 300,000 in 1960
to 5,800,000 in 1987. Anticipating the market’s potential ,  developers actively
pursued hotel and resort condominium projects: Heavy activity,began  and was
c o n c e n t r a t e d  primrily in Waikiki on the island of Oahu, Hawai i ’s  o ldes t  and
mst well-known destination area. Over  34 ,000 t rans ient  uni t s  a re  current ly
situated in this densely populated area. However, with Waikiki now designated
as a Special Design District, future building activities are expected to continue
t o  s h i f t  t o  o t h e r  r e s o r t  a r e a s i n  t h e  f o r m  o f  c a r e f u l l y  p l a n n e d  r e s o r t
destination areas.

Hawaii features numerous resort areas situated throughout the major islands.
These areas are primarily beachfront developments,  yet each is a distinct and
dif ferent  v is i tor  product . Waikiki remains Hawaii’s mst popular visitor area;
however, i ts dominance has been partially lost to the new resort areas on the
Neighbor Islands which are gradually gaining prominence in the world travel
mrkets. Today, the concentration of lodging, eating, drinking, shopping, and
enter ta inment  fac i l i t ies  in  Waikik i  serves  the  needs  of  those  v is i tors  who
prefer  an  ac t ive , city-like environment. However, Hawaii’s visitors are now
being lured to a growing number of travel alternatives found on other islands.
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I
In .,contrast  to the. mre urban-or iented  Waikik i  envi ronment ,  ”  the  newer  and

:. growing resor t  a reas  on  ‘ the  Neighbor  Islands are”offering  low-keY.>.  qualit~vis~to~
destination products. Many of ‘these areas are master-planned develo~nts,
o f f e r i n g  a  c o n t r o l l e d  r e s o r t e n v i r o n m e n t  w i t h  f i r s t - c l a s s  t e n n i s  a n d  g o l f
f a c i l i t i e s .

Hawai i  i s  a  na tura l  resor t  des t ina t ion  area  b e c a u s e  of  i t s  t ropica l  climte,
serene  and scenic  beauty ,  bount i fu l  beaches ,  and  cul tura l  h is tory .  ‘- - “
h a v e  s y n e r g i s t i c a l l y  c o n t r i b u t e d  o t  t h e  s t a t e ’ s  a p p e a l  i n  t h e
international travel markets.

‘I>rtese Iactors
domestic and

Visitors by area of originare  stirized”below.

Estimtes  of Overnight and Longer Visitors to Hawaii
Hy National Origin for 1985 and 1986 -

I
I

1

United States

Asia
Japan
Canada
Oceania and South Pacific
A u s t r a l i a
New Zealand
Europe
United Kingdom
West Germny
Other Foreign
Total Foreign

Grand Total

1986

3,739,000

1,083,000
944,000
282,000
360,000
219,000
98,000
99,000
49,000
30,000
44,000

1,868,000

5.607.000

Sources: 1)
2)

3)

HBE Westbound Basic Data
Carrier Reports provided
C a r r i e r s
US~A Report as Selected

%Dist 1985

66. 7%

19.3
14.8

5.0
6.4
‘3.9
1.7
1.8
0.9
0.5
0.8

33. 3%

3,200,000

986,000
855,000
279,000
323,000

; 204’,000
78,000
59,000
31,000
19,000
37.000

1,684:000

100.0% 4;884,000

%Dist

65.5%

20.2
17.3
5.7
6.6
4.2
1 . 6 ’
1.2
0.6
0.4
0.8

34.5%

100.0%

Survey
to ~ by Westbound and Eastbound

Foreign Visitor Arrival Statistics

M a r k e t  o c c u p a n c y  f o r  H a w a i i  p r o p e r t i e s  v a r i e s  g r e a t l y  b e c a u s e  o f  t h e  g r e a t
variety of properties available. A s~ling  of the top luxury properties showed
a 1987 average market occupancy of 75 percent.

The co~arable destination resorts discussed in this section have been developed
since the early 1960’s and 1970’s and have grown into well known destination
resorts, operating on a year-round basis.
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~i le the e~le~- of. ~npun”  and Hawai i.show how market demnd can be attracted
to anarea on a large scale by the’establis’hment “of”suitable hotel “and;~esort .
facilities and strong sales, ~rketing, and publicity c~aigfis, both e~les
are located in mst desirable locations with year-round beach resort appeal.

T h e  c r e a t i o n  o f  demnd  for  an  Alaskan des t ina t ion  resor t  i s  mde much mre
difficult by the strong seasonality  imposed by climatic conditions and tourist
preferences, thereby crea t ing  the  need  to  a t t rac t  dmnd dur ing  a t  leas t  two
seasons.

The proposed Alaska destination resort would have the advantage of being a new,
integrated; full  service theme resort, located within 20 miles of the Anchorage
Internat ional  Airpor t . It is planned to become the focal point of year-round
tourism to Alaska, a n d  muld represent  the  lure  and adventure  of  th is  grea t

, s tate to tourists and visitors.

I The co~arable  resorts,  however, have the advantage of being located closer to

I

major population bases; of having developed a great variety of facili t ies and
a t t r a c t i o n s ; and of offering generally mre sunshine, winter daylight hours, ~d
often better snow conditions than those expected to be available in Alaska.

1 Seasonality continues to depress annual occupancy rates in all of the comparable1 des t ina t ion  resor ts . Whistler, Vail and Keystone all have substantially higher
occupancies in winter (62 to 84 percent) than in s~r, when occupancies range

f r o m  4 0  t o  6 4  p e r c e n t . J a c k s o n  H o l e  i s  a b l e  to obta in  almst t h e  s a m e
occupancies during the sumner  and winter season (70 to 80 percent).

Demand during spring and fall  is s low a t  a l l  resor ts  o ther  than  Keystone ,
ranging from 10 to 22 percent. Keystone, because of an e~hasis on group
meetings and convention business, has been able to keep occupancy during the
spring and fall seasons at 46 to 51 percent.

I The percentage of total demand estimted  to be generated from source mrkets
within the resorts’ state or province and directly adjacent states or provinces
varies

I

g rea t ly . I n  t h e  c a s e  o f  W h i s t l e r ,  t h e  a b o v e  g e o g r a p h i c  s o u r c e s
represented 51 percent of total overnight demnd in winter, and 73 percent in
sumner. Vail and, Jackson Hole obtain 8 to 10 percent of their winter demnd
from such close-by sources;but  30 to 35 percent of swr detind, and Keystone
obtains 21 to 25 percent of winter and 55 to 60 percent of surrmer demnd from
residents of ~lorado  and directly adjacent states.

Due to the limited population base in Alaska, w e  a n t i c i p a t e  r e l a t i v e l y  l i t t l e
overnight demnd muld come from Alaska residents.

In the following table we have listed quoted airfares and flight t imes from
certain origination points to Anchorage and to the co~arable  resorts:
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~r”~SOn  of ‘Air fa.re”s  and FI ight Times’: , .“ ““

Anchorage, AK Vancouver B.C. Denver, ~
Flight F1 i~ht F1 i~ht

A i r f a r e  Ti~e A i r f a r e  Ti~e A i r f a r e  Ti~e

m:
Los Angeles $475 6* Hr. $249 3 Hr. $238  24 Hr.

I .Chicago. $573, 8~.Hr. $477 44 Hr. $203  2* Hr.
I, New York $595 10+ Hr. $586  7+ Hr. $238 5 Hr.

,.J
Frankfurt, Germany

>14 Days $1,349 $905 $911
<14 Days $ 2 , 8 3 1  11 Hr .  $2 ,495 12 Hr .  $3 ,043 14Hr.

~
I Tokyo, Japan

4 Days-2 Months $1,402 $1,715 $2,460
Regular Fare

I

$ 1 , 9 8 3  6~Hr. $ 2 , 3 5 6  8+Hr. $ 3 , 0 8 3  ll+Hr.

. . . .,;

Jackson Hole
Wyoming

F1 ight
Airfare Time

$ 2 3 8  31Hr.

.$323  2 Hr.

$ 3 3 8  7+Hr.

$961
$3,095 17 Hr.

$2,372
$2,990 13+Hr.

F a r e s  s t a t e d  f o r  a l l  f l i g h t s  o r i g i n a t i n g  w i t h i n  t h e  U n i t e d  States are lowest
“] f a r e s  o f f e r e d .

R e s t r i c t i o n s  i n c l u d e :  1 . 14-day advance ticket purchase.
2. Mid-week departure.

~ 3. Stay over Saturday night.

I

As shown above, currently quoted airfares are higher to Anchorage than to the
comparable resorts from all origins with the exception of T o k y o . However, air
fares change constantly and current quotations may not be representative of
future air fares or special discount arrangements.

I The approximate distance and time required from the comparable resorts to the
nearest airport is as follows:

Whistler from Vancouver:
Jackson Hole from Jackson
Vail From Denver:
Keystone from Denver:

90 miles, 2.0 hours
Airpor t : 22 miles, .5 hours

100 miles, 2.0 hours
75 miles, 1.3 hours

Eagle Valley from Anchorage Intn’1  Airport: 20 miles, .5 hours

The key factors i n  t h e  o p e r a t i o n  of  a  d e s t i n a t i o n  r e s o r t  a r e  t h e  r e s o r t ’ s
I average daily room rates realized and its percentages of a n n u a l  o c c u p a n c y .

In  reviewing overa l l  opera t ions  of  resor t  hote ls  in  the  Uni ted  Sta tes ,  our

I

annual publication Trends in the Hotel Industry, 1988 reviewed the operating
r e s u l t s  o f  1 2 5  r e s o r t  h o t e l s for  1987. These  resor ts  averaged annual
occupancies and average room rates as shown in the table on the following page.
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I \. . . . H e s o r t  H o t e l s. . . .

Occupancy

Geographic Classifications
New England and Middle Atlantic 56.9%
North Central 59.8%
South Atlantic 68.2%
South Central 75.7%
Wuntain and Pacific 76.2%

.
“Average  :“”.. .,

Room Rate

$114.03
$74.09
$81.71
$79.63
$98.01

Size Class i f ica t ions :
250 rooms and under 64.0% $73.06
Over 250 rooms 73.8% $94.40

I Total Resort Market 71.9% $90.65

\
In reviewing the operations of the comparable resorts discussed in this section,
we have co~uted  average  occupancies and room ra tes  for  cowarable r o o m s
accomdations  as detailed in the discussion of each resort. Hesults  for 1987
are smrized below:

Resorts
Whistler Jackson Hole Vai 1 Keystone

-
No.  of S e l e c t e d  ~~arable  P r o p e r t i e s  3 7 6 2
No. of ~OmS 453 654 1120 352
1987 Annual Occupancy 63% 48% 62%
1987 Average Room Rates $64 $76 $l:F $72

I As shown above, average annual occupancies o f  t h e  cowarable r e s o r t s  a r e
significantly lower than those for the total U.S. resor t  mrket,  primarily as a
resul t  of  the  h igh  seasonality  of  these  resor ts . With the exception of Vail,
average  room ra tes  a lso  are  lower  than averages  for  the  to ta l  U.S.  market ,}

! primarily as a result of off-season discounting to i~rove occupancies .
I

—- ———
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D e s t i n a t i o n  resor ts  are”  “c~nl’y ‘ l o c a t e d ’ .  in s&ciuded” ,areas. proxi~te
to. . “:.:.

relatively large population bases. Support from the nearby populations provides
a yearround base level of demand for the resort facili ty which is particularly
important during the shoulder and non-peak seasons. However, due to Alaska’s
limited population, the proposed resort will be heavily dependent upon demand
that can be attracted from potential source or feeder markets located outside of
Alaska.

T h i s  s e c t i o n  o f  t h e  r e p o r t  i d e n t i f i e s  t h e  p o t e n t i a l  s o u r c e  m a r k e t s  f o r  a
destination-resort in the Anchorage area, discusses how the source markets were
se lec ted , s-r izes d~nd i n f o r m a t i o n  c o l l e c t e d  f r o m  d e m a n d  i n t e r v i e w s
conducted in the source markets, estimates the amount of new d~nd that could
be generated by the proposed resort and concludes with the projected market
occupancy rate for the Anchorage lodging market with the additions to supply

i

J

and demand.

The selection of primary source markets for a
was  determined on the  bases  of  Anchorage’s
in ternat ional  a i r  t ra f f ic ,  the  exis t ing  sources

destination resort in Anchorage
c u r r e n t  s t a t u s  a s  a  h u b  f o r

of Alaskan dmnd, the proximity
of source markets to Anchorage and the economic capability of source markets to
generate sufficient resort demand. Based on these factors, we have identified
North America, Europe, Japan and intrastate travelers in Alaska as being the
primary source rnsrkets  for a destination resort in Anchorage.

NOK1’H =ICA

North America geographically consists of the United States and Canada. For the
purpose of our assignment we have excluded the State of Alaska since only that

I
portion of the state’s population outsideof  Anchorage is expected to generate
rooms dmnd for the proposed destination resort. We have considered this demand
under  in t ras ta te  t ravel , shown la ter  in  th is  sec t ion . In 1987, North America
had a total population of 262,323,000. The projected population for this area
by 1992 is expected to exceed 270,000,000.

Over the next” decade, a trend toward more affluent North American households
due to the aging baby-boom generation is expected to have a positive effect on
travel,  especially for resort properties. Contributing factors to their affluence
include marriage postpontient, dual-income families ”and fewer children.

Another growing market segment to consider will be the increase in the nunber
of  senior  c i t izens . Retirees are now living longer,  staying healthier,leading
more active lives and participating in leisure activities such as tennis,  golf,
jogging and swirrming. What is more important, they are not poor. Much of their
income is indexed and not as affected by inflation and unemployment. As a
result ,  many senior citizens travel.
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I
Accordjn.g to a 1985/1986 study conducted. by the Aadland  Gro:p,. approximately 97

,.. . . . percent of the existing denand to Alaska C~ froni North.Ameri.ca.  “@proximately.”’  “
69 percent of the” visitors ”ariived  during the” sunnef” months and the remaining 31
percent during the fall, winter spring seasons.

In order to assess the potential for tour VOIW to Alaska f rom North  America ,
interviews were conducted with major tour operators and wholesalers, including
ski associations, major  a i r  car r iers  and other  t ravel  exper ts . Because of the
strong existing sunner tour volm from the United States to Alaska, our  in ter -
views focused on the potential for tour/ski d~nd to Alaska during the winter
and shoulder seasons. Secondary importance was then given to travel to Alaska
during the smer m o n t h s . Those interviewed were also asked their opinion
regarding the potential for  a  yearround des t ina t ion  resor t  in  Alaska  and a t
Eagle River. An overview of responses from these interviews is presented be low.

!
I The idea of a destination report in Alaska was generally not well received. Most
) o f  t h o s e  i n t e r v i e w e d  f e l t  t h a t  a l t h o u g h  t h e  E a g l e  V a l l e y  p r o j e c t  s o u n d e d

intriguing, any resort developed in Alaska would probably not have enough to

~
offer to overcome the distance and expense involved in getting there. They felt
i t  was  h ighly  unl ike ly  tha t  a  resor t in  Alaska  could  es tabl i sh  i t se l f  as  a
year round des t ina t ion  due  to  i t s  remote  loca t ion  and c l imate . ~ny o f  t h e

\ people traveling to Alaska during the smer months are traveling by cruiseships.
These ships are totally self-contained facili t ies and are in actuality Alaska~s
r e s o r t  f a c i l i t i e s . Based on input offered, a resort facility could do reasonably
wel l  dur ing  the  smer months ;  however ,  dur ing  the  winter ,  spr ing  and fa l l
months, there would be very limited demand.

Alaska is perceived by many people , par t icu lar ly  those  res id ing  on  the  eas t
coas t , as  the  “land  of ice and snow”. Its image is one of arctic temperatures
and isolation. This poor image creates a major marketing hurdle, making it very
di f f icul t  to  a t t rac t  eas t  coas t  dand.

I Because  of their proximity to and familiarity with the true climate and beauty
o f  A l a s k a  a n d  t h e  l o w e r  a i r f a r e s , t h e r e  d o e s  s e e m  t o  b e  p o t e n t i a l  f o r
attracting d~nd from the western coast of North America.

/
Travelers to Alaska are going there to see the country. Accordingly, d-rid
that would stay at the resort would be for short periods. The resort could
possibly be added to existing sumner packages for twoor three nights.

It is likely that the winter ski demand for Anchorage would be miniml due to
the proximity and quality of U.S. and Canadian ski destinations. Access to and
cos t  of  these  fac i l i t ies  make Alaska  a  d i f f icul t  sk i  des t ina t ion  to  promote .
Accordingly, the dmnd that could be attracted to the resort would come from
individuals rather than group tours.
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I
B a s e d  o n  t h e ”  in~ormation  p r o v i d e d  i n  o u r  d e m a n d  i n t e r v i e w s  a n d .  t h e  c u r r e n t  ~
‘~nd nqw attracted  to”tlie ex,is”t.ing” downtm.  A n c h o r a g e- h o t e l s ,  w e  estimte  .“. ” .“,.
t h a t  n e w  dmnd t h a t  “ c o u l d  b e  e x p e c t e d  ” ”  t o .  b e  a t t r a c t e d  by the pro@sed
destination resort in Anchorage would be approximately 35,000 room nights. This
is equivalent to 28,000 people staying an average of 2.5 nights at an average of
two people per room. The following table shows the seasonality  of the demand
expected to be captured.

Season mnd

Sunner 22,000
Winter 9,000

Shoulder 4,000

Total 35,000

1

I
I

The members of the European -unity are currently undergoing a change that
will have a significant effect on the overall European and world economies. By
1992,  the  European -unity  will form a single unified trade area that will
consist  of more than 320 million consmers. The program will eliminate the
barriers to trade thereby permitting people, goods, services and capital to move
free ly  across  na t ional  borders , much as .  they  do  in  the  Uni ted  Sta tes .  The
European _ission estimates this program will increase the gross domestic product
in these cmunities  by approximately five percent, add two million new jobs in
the midterm and will maintain consmer prices at a level approximately six percent
below that of the existing divided market.

This  development  i s  expected  to  pos i t ive ly  af fec t  tour ism by increas ing  the

I

average disposable incme  levels making more money available for travel. However,
reduced consuner  prices within the unified area could result  in more European
travel within Europe, rather than to the United States.

\ The volme of European travel to Alaska has historically been low. According to
\ a study by the Alaska Division of T o u r i s m , 15,200 Europeans visited Alaska on

vacation, business and/or pleasure between. 1985 and 1986.. Approximately 10,300
of the vi:itors arrived during the s-er of 1986, and 4,900 visitors arrived
in the fall, winter or spring.

To test the potential for European demand, we conducted interviews with major
tour wholesalers and travel agents located in Germany, Austria, the Netherlands,
and Great Britain. The companies were selected on the basis of input from our
international offices, tourist offices from selected countries, and other sources.

We also had informal discussions with tour operators and travel representatives
of most other European countries at the international ski show held in London in
November, 1988.

The companies interviewed were provided with a detailed description of the pro-
ject,  either by mail prior to the interviews, or at the outset of the  in terv iew.
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A.surrnary.  of. the~responses  to major. que.stions is outlined below.,. .  . . . ’  .  ..”. .,.. . . . . . .

W h e n  asked  t~eir opinion”’of’  potentia’l  market ’  demand “for  group and tour .
.

bus iness  for  e i ther  the  proposed Eagle  Val ley  projec t  or  another
destination resort in Alaska, the tour wholesalers interviewed did not
foresee a big enough market in Europe to justify their promotion of
such a resort.

They see a very limited market for group travel from Europe to Alaska,
and essentially no market for larger groups or charter operations.

All of the major tour wholesalers stated they would not be interested
in arranging tours to  a  des t ina t ion  resor t  in  Alaska . Significant
e f f o r t  i s  r e q u i r e d in packaging and promoting a new destination,
including the design and printing of large volumes of catalogs and

I -
brochures. This would be cost justified only if  a sufficient demand
or the potential for significant d-rid exists.  From their perspective,
the  potent ia l  market  a t t h i s  t i m e  i s  t o o  l i m i t e d  t o  j u s t i f y  t h e

\ expenditure.

Four major reasons which recurred in many of the interviews were given
for  th is  d is in teres t .

I
i

1. The current impression of Alaska as held by the general public in
Europe is that Alaska is a.rmte, cold, icy, sparsely populated
far away country. It would take a major, expensive, long term
campaign to overcome this general impression.

2. The tour market is very price sensitive, and it would be unlikely
that an Alaskan resort could be priced competitively. Alaska is
perceived as very expensive in comparison with other destinations.
There  are  somany  other attractive options for sumner and  winter
vacations.

3. Tourists that are interested in visit ing generally would want to
travel in Alaska and explore various regions, rather than staying
in one destination resort for an extended period.

4. T o u r  o p e r a t o r s  w“ith pr ior  exper ience  in  “Aiaska  indica ted  the
difficulty getting reserved seats on flights to Alaska. Transpor-
ta t ion  to  and f rom Alaska  i s  expected  to  become increas ingly
difficult as airlines replace older aircraft with more fuel efficient
models and because flights will also be able to take more direct
flights through Russian airspace. The fuel efficient aircraft and
more  d i rec t  route  wi l l  reduce  the  need for  a i r l ines  to  s top  in
Anchorage for refueling. T h e  t o u r  volune i s  n o t  s u f f i c i e n t  t o
consider charter flights from Europe to Anchorage.

—.—
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W h e n  asked  .faboyt t h e  p o t e n t i a l  o f  the .pro.ject  .as.  a d e s t i n a t i o n  ski.
area, “the res@nses”.  were  even more negative..  The .sk.i” resort market” in. ““ : . :
Europe is very competitive.’ These  a r e  v e r y  a t t r a c t i v e  s k i  r e s o r t s ,
of fer ing  reasonable  ra tes  and easy  access ,  especia l ly  in  Aust r ia ,
Switzerland, France, Germany, Italy, Bulgaria,  Yugoslavia, and other
countries. For example, a one week ski vacation from London to the
famous ski resort of St. Anton in Austria, during the main season
(12/24 through 1/7, and 2/4 through 4/1/1989) would cost from $565 to
$1,235, depending on the quality of hotel used. This price includes
transportation via scheduled Swiss Air flights, transfers, seven
nights hotel accommodations, and breakfast and dinner daily.

~ A similar vacation to the famous ski resort area ofVal Thorens, France,
would cost from $1,000 to $1,550, including all the items above.

Significantly lower cost ski vacations are available at other resorts,
t or locations. For example, a one week ski vacation from bndon  to the

ski resort of BLED in Yugoslavia would cost from $370 to $450,
including flight via scheduled airline, seven nights hotel accommodations,

I and breakfast and dinner daily.

! From the central European countries costs would be still lower because
[ of the proximity of major population centers to major resorts.

Some of the executives interviewed saw a limitedmarket of smiler,.
explorer type ski groups, who might want to try an Alaskan ski desti-
nation. However, the general opinion was that European skiers prefer
well established resorts, with a great variety of attractions and

I

resort facilities,
pricing.

In addition to the tour
ducted interviews with
Germany, and England.

including good ~now and sin-shine and reasonable

wholesalers and travel agents interviewed, we also con-
a number of professionals and executives in Austria,
The results of those interviews further supported the

opinions s-rized above.

A major prmise of demand generation for the proposed Eagle Valley resort is the
c a p a b i l i t y .  .to attract out-of-state,  visitors on a large, scale .  appropriate for
package tour generators. The results of our fieldwork in Europe point strongly
to the difficulty in attaining that market, and the present lack of interest by
tour wholesalers to package and promote the proposed project. Accordingly,
potential demand from European sources would therefore have to relyon individuals
and smaller groups that could be attracted to the proposed resort. D u r i n g  t h e
winter months, this would include smiler ski groups or individuals wishing to
explore the Alaska resort because of a desire to experience the adventure of
Alaska during the winter. National Ski Teams could be promoted to use the
resort for practice especially early or late in the ski season; winter ski
facilities may not be available elsewhere at such relatively low elevations.
Special ski events or competitions would also attract limited demand.

Ii
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How!ever,  whi,le such  ~rkets  exis t ,  the  potent  ial, for  Alaska ..is. r e l a t i v e l y  .small. .

.,.,. . ~~ .~sed on our fieldwor.ic,  we estitite.,  that - a p p r o x i m a t e l y  2jO00.’ro&.  nights  c o u l d , ”
b e  o b t a i n e d  f r o m  t h e s e  s o u r c e s  d u r i n g  t h e  w i n t e r  s e a s o n :  ““

During the sunner, smaller groups and individuals wanting to experience Alaska
and study wildlife at the proposed resort setting could be promoted. We esti-
mate that approximately 3,000 room nights could be obtained from these sources.

In section VII of this report, we have analyzed four comparable resorts. These
resorts obtain approximately one to  two percent  of  the i r  occupancies  f rom
European sources. The comparable resorts have an advantage because they are
well established developments, have  gained recogni t ion  as  sk i  resor ts ,  of fer
a wide mix of entertainment and lodging facilities, and in the wintertime,
generally have better weather and ski conditions. However, the Alaska resort
would have the advantage of presenting a new, cohesive tha resort, and an
Alaska location appealing to a spirit of adventure and exploration.

We conclude the proposed Eagle Valley resort would be able to achieve approxi-
mately the same, but not more, d~nd from European sources than the properties

) d i s c u s s e d  i n  S e c t i o n  V I I  o f  t h i s  r e p o r t . These  proper t ies  obta ined  to ta l
average occupancies of from 48 to 63 percent in 1987 from all d~nd  sources.

I If a 60,, European
shoulder
r e so r t .
would be

percent total occupancy rate were achieved, estimated new d~nd frcin
sources of 2,000 room nights in winter and 3,000 during the sumner and
season, would  cons t i tu te  1 .6  percent  of  the  to ta l  a t  the  proposed
We believe that generating 5,000 room nights from European sources

reasonably achievable.

At a double occupancy estimate of 2.0 people per room, and an average stay of
five nights during the winter, and 2.5 nights during the rest of the year,  the)
estimated 5,000 room nights would represent 800 guests during winter and 2,400

I

guests during the smer and shoulder seasons.

The following t a b l e  s h o w s  t h e  seasonality  o f  t h e  d e m a n d  e x p e c t e d  t o  b e
captured.

)
I
J Season D-rid

Sunner 2,000
Winter 2,000

Shoulder 1,000

Total 5.000

JAPAN

Approximately 6,830,000 Japanese travelers visited foreign countries in 1987, a

I

24 percent increase over the outbound travel that occurred in 1986. Approximately
83 percent of these travelers were pleasure or holiday travelers,  14 percent
business and 3percent miscellaneous other. Of the 6.83 million outbound travelers,
74.4 percent were 49 years of age or younger and 25.6 percent were over 50 years

I
,
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.of age. @proxititel.y  62 percent of. the travelers were male ah. 38 percent were
““ f~le. “Growth in overseks  t r a v e l  h a s  i n c r e a s e d ”  ata cqynd  a v e r a g e  annual

rate of 12.7 percent between:1984  and”1987’~  with little “change in the percentage “
of people traveling for pleasure, business or other miscellaneous reasons. Based
on an August 1988 report issued by Tourism Canada entitled W Market Assessment:
Japanese Pleasure Travellersl’, the Japanese govenment project that outbound travel
will reach 10,000,000 people by 1990.

!

The average length of stay for Japanese traveling abroad in 1987 was 8.5 days,
down .3  f rom the  previous  year’s  8 .8  days . The shor ter  dura t ion  of  s tay
is presumed to be due to shorter tour packages being offered and promoted by
nearby countries. Most of the packages ,designed  for outbound Japanese travel
allow travel t ime and reduce the nmber of nights actually” spent in an area”.
Accordingly, the actual number of nights spent at  a destination would be less
than the average length of stay. However, these figures represent the overall
average length of stay for 6.83 million travelers which is subject to variation
according to destination, time of the year and the purpose of the trip. Based
on a 1985-1986 study conducted by Data Decisions Group for the State of Alaska,
the year-round average length of stay for Japanese was 11.6 nights; 8.6 nights
i n  t h e  f a l l ,  w i n t e r , spring and 12.6 nights in the s-r. However, because
Japanese people prefer to tour foreign destinations rather than be located in
any one destination, we estimate the average length of stay in the Anchorage
area to be two to three nights. The following list ranks in order the top ten
of thirty six activities chosen by Japanese people. . , , .  ,,,dg i,l~

@TEN ~IVITIES
dtiSw$~9 ,

1. Sightseeing 6.
2. Shopping 7.
3. Dining out in restaurants 8.
4. Guided excursions or tours 9.
5. Visiting scenic landmarks 10.

Taking picture~/filming
Sunbathing or beach activities
Visiting amusement parks
Swinming
Visiting galleries or musems

Source: Highlights Report, Pleasure Travel Markets To North America: Japan,
United Kingdom, West Germany, France, Tourism Canada, 1988

T h e  seasonality  o f  a i r  t r a f f i c  t o  A n c h o r a g e  f r o m  J a p a n ,  K o r e a  a n d  ~ina
indicates.  that approximately 66 percent of the Japanese visit  Alaska during the
surrmer season, w i t h  t h e  b a l a n c e  o’f t h e  v i s i t o r s  a r r i v i n g  d u r i n g  t h e  f a l l ,
winter and spring.

In order to assess the potential for tour volme to Alaska from Japan, interviews
were conducted with six of the major tour operators and wholesalers and other
Japanese travel experts located in Tokyo. Because of the strong existing smer
tour volm from the United States to Alaska, our interviews focused on the
potential for tour/ski d~nd to Alaska during the winter, and shoulder seasons.
Secondary importance was then given t o  t r a v e l  t o  A l a s k a  d u r i n g  t h e  smer
months. Those interviewed were also asked their opinion regarding the potential
for a yearround destination resort in Alaska and at Eagle River.  A s-ry of
comnents is presented on the following page.

—-.—.
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, Alaska i s  g e n e r a l l y  not c o n s i d e r e d  t o  bean a t t r a c t i v e  t o u r i s t  d e s t i n a t i o n  f o r

1. the Japanese. M o s t .  J a p a n e s e  p e o p l e  i m a g i n e  Alaska” to” be a iso la ted  land  with .
freezing te~eratures,  snow and ice. Promoting Alaska for winter tourists would
attract minimal demnd. A year round resort in an area like Alaska wuld not
a t t rac t  many Japanese  tour is t s . However, a theme village concept could be
popular with the Japanese.

Foreign airlines with air traffic rights to Alaska primarily sell Anchorage as a
destination when they cannot sell  seats through to Europe. This  l imi ts  tour
operators and wholesalers in selling packages to Alaska because they cannot be
assured of reserved seating for their c u s t o m e r s . Packages entering the United
Sta tes  and  cont inuing  on to Alaska are  mre e x p e n s i v e  a n d  t h e r e f o r e  mre
dif f icu l t  to  promte.

Canada has done an excellent job of pr-ting and encouraging Japanese tour
business. Canadian Airlines offer available seating to Japanese tour operators
at very c~etitive  rates tmking  it  much easier to sell  package business. Tours
of  the  Canadian  Rockies , L a k e  Louise/Banff  are  very  popular .  Vancouver’s
Whis t ler  ~untain/Blackcomb  Resort area is rapidly growing in popularity with
the  Japanese  because  a i r  t ravel  i s  avai lable , quality shopping is nearby in
Vancouver, the value of the Japanese Yen to the Qnadian  dol la r  i s  exce l len t
and the skiing is very good. Anchorage or any Alaska destination would have to
o f f e r  c~etitive q u a l i t y  a n d a c c e s s i b i l i t y to be able to attract any
significant amount of skiers. Even then the cold te~eratures,  limited winter
daylight hours and the perception of Alaska wuld present obsticles that may
not be easily overcome.

S o m e  J a p a n e s e  t o u r i s t s  wuld t r a v e l  t o  A l a s k a  d u r i n g  t h e  surnner i f  hote l
accomdations  were  avai lable  and i f  a i r  t ravel  was  avai lable  a t  compet i t ive
r a t e s . However, the Canadian Rockies tours will  continue to attract travelers
before Alaska. In  addi t ion , many Japanese that travel abroad would rather

I

travel to well-known attractions in the United States like Disney Land. To get
people to visit Alaska wuld require substantial  promotion.

Alaska’s Northern lights are very interesting to the Japanese. More people would ‘)
come to see this phenomenon if packaged properly. The proposed resort might be /1
used as a stopover for people going to see the lights.

Because of Japan’s proximity to Alaska, it might be possible to promte winter
weekend ski packages to  the  mre a f f l u e n t  J a p a n e s e . T h i s  muld r e q u i r e
co~etitive  a i r l i n e  r a t e s , available seating and discounted room rates.

Tour packages varied in price according to the destination, duration of stay,
quality of facili t ies offered and the time of the year.  Of the tour operators
and wholesalers interviewed, prices averaged from $1,250 to $3,500. Tours to
the Whistler/Blackcomb  area averaged from four to six nights at a package price
of $1,300 to $2,000. Tours to Hawaii averaged about $2,000 for a four to six
night  s tay .  Tours  to  Europe  s tar ted  a t  approximate ly  $3,000.  Tours to Alaska
were not promted because airline seats could not be guaranteed. However, according
to those interviewed, the cost of a trip to Alaska often times is mre than Europe
because they must route  people  through Seat t le  or  another  wes t  coas t  c i ty .



Based on the inf-ormation  provided from our interviews in
that significant promotion would be required to attract
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Japan, we have concluded
the Japanese to Alaska.

The best opportunity for attracting the Japanese to Alaska will  be during the
sunner  months. Ski demand during the winter months is expected to be light and
will likely be primarily individuals rather than groups. The potential for week-
end ski packages promoting Alaska as a convenient two to three day getaway might
be possible. It  is crit ical that air travel to and from Japan must be readily
available before substantial promotion is initiated for any season.

According to  Anchorage  a i r t r a f f i c  f i g u r e s approximately 9,300 Japanese
travelers visited Anchorage during the fiscal year ending June 30, 1988. This
represents approximately .1 percent of the outbound Japanese travelers during
th is  per iod . Assning the availabili ty of air  transportation is improved and
that substantial promotion is initiated, we have projected 30,000 room nights of
Japanese demand for the proposed resort. This was projected at a rate of 24,000
people staying an average of 2.5 nights with two people per guest room. The
fol lowing table  shows the  seasonality  of the dmnd expected  to  be  captured .

Season Demand

Smer 21,000
Winter 6,000

Shoulder 3,000

Total 30,000

IHTATE ~ TRAVEL

&sed on the 1985/1986 Anchorage Visitors Study, approximately 40 percent of
the Anchorage visitors came from within the State of Alaska. Assuming that
visitors traveling to a resort property would be in upper income categories, we
estimted that approximately 15 to 20 percent of the people living in Alaska in

I households with incomes of $35,000 or more would visit  the resort for a two
night  s tay . Excluding the upper income households in the Anchorage area, this
would generate approximately 15,000 room nights of demand for the proposed

1

r e so r t . We further estimated that 66 percent of the new d~nd would come from
skiers  and  those  a t tending  meet ings  and  convent ions  dur ing  the  winter  and
shoulder seasons, with the balance being attracted during the smer months.

~IND_AND ~~mm
*

Future  d~nd for lodging in the Anchorage area will  increase in three ways:

Real growth in demand which occurs due to increased economic activity,
changing habits of the traveling public,  etc.;

Unsatisfied demand - demand for lodging that presently exists in the
market and will be satisfied when the proposed resort is added to the
existing room supply and;

Induced or latent demand- new demand that can be attracted to the market
by the development of the proposed resort.

——.
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The following’ paragraphs discuss the projected real gr~h by’ market segnient.“
. . “that is e~cted to o c c u r  i n  f u t u r e ,  y e a r s . .“. .

-rcial d~nd is projected to grow at an annual rate of four percent.  This
projection reflects the historical growth in this se~nt  between 1986 and 1988
and is consistent with projections of long term economic growth in the Anchorage
economy. Qowth  in this segment can be expected to vary from year to year with
changing economic conditions, particularly the price of Alaskan crude oil.

Tourist d~nd grew at an annual rate of 12.5 percent between 1986 and 1988.
Much of this increase is attributable to the increase in market rooms supply,
which allowed additional smr tourist demand td be accomdated in the mrket.
We consider an annual rate of seven percent, declining to six percent in later
years, to be a mre reasonable long term expectation in this segment.

i
@oup and convention d-rid IMY be created by either business meetings or social
functions. We  estimte the growth rate in this se~nt to be between those of

J
the commercial and tourist segments. Since the larger shake of group demand is
generated by businesses, a five percent annual rate is applied here.

mnd for lodging by airline crews is a function of the number of fl ights to
Anchorage. Increases in comrcial  and tourist travel should generate a greater
number of fl ights to and from the city, and so result  in an increase in crew
demand. However, the volume of transit  travel through the airport is projected
to decline as fl ights are rerouted through Soviet airspace and the new fuel=
efficient aircraft come into service. Overall, we project a decline in lodging
demand from this segment at a rate of tm percent per year.

G i v e n  our projection of seven percent annual growth in tourist  demand, the
volume of  unsa t i s f ied  s-r demand as previously discussed is projected to
increase from 20,000 room nights in 1988 to 49,000 room nights in 1991.

I

The
anticipated opening of the proposed resort in 1992 would greatly expand the
capacity of the mrket, and allow all of this demnd to be absorbed. We project
that by 1993 the additional room supply provided by the opening of the subject

I p r o p e r t y  w i l l  b e  a b s o r b e d  d u r i n g  t h e  sunmer thus  c rea t ing  the  bui ldup  of
unsatisfied tourist  demnd during the s-r season.

1

Inducedd-nd  for lodging from thesourcemrkets  is summarized bymrketsegment
and season as Presented in the following tables. Demand induced in the sumner and
winter seasons-was added to the tourist-se~nt;  demnd added durin~ the shoulder
season
D~nd

Total

would be the result of induced convention and group meet-ing business.
is expressed in occupied room nights.

1~ ~NI~ D- ~ SEASON

Year Sumner Winter Shoulder

1992 20,000 10,000 2,000
1993 20,000 10,000 4,000
1994 10,000 5,000 2,000
1995 2,000

50,000 25,000 10,000

32,000
34,000
17,000
2.000

85;000

—
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~untry Shr.: W i n t e r  ‘ Shou Ide~ Total

North America 22,000 9,000 4,000 35,000
Japan 21,000 6,000 3,000 30,000
Europe 2,000 2,000 1,000 5,000
I n t r a s t a t e 5,000 8,000 2,000 15,000

50,000 25,000 10,000 85,000

T h e  f o l l o w i n g  t a b l e  i n c o r p o r a t e s  t h e ”  p r o j e c t e d  f u t u r e  s u p p l y  a n d  demnd to
I1 arrive at the projected market occupancy rates between 1989 and 1996.

I

I
i

I
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SuEr  Season
1989
1990
1991
1932
1993
1994
1995
19%

Uinter  Season
1989
1990
1991
1992
1993
1934
1995
19%

Shoulder %a~n
1989
1990
1991

19’32
1993
1994
lW.
1996

\
~nual

‘1989
1990
1991
‘1992
1993
1994
1995
1996

i

015,000

218,800
218,800
218,800
356,000
%, Ooo
356,000
356,000
w, Ooo

343,900
343, m
343,900
553,500
559,500
559,500
559,500

559,500

s, 300
252,300
252,300
410,500
410,500
410,500
410, W
410,500

815,000
815,000
815,000

1,326, W
1,326,000
1,326,000
1,326,000
1,326,000

214,000

44,500
46,300
48,200
x, 100
52,100
54,200
56,400
58,700

111,300
115,800
120,400
125,200
1M,200
135,400
140,000
146,400

a, 800
69, ~
72,300
75,200
78,200
81,300
84, m
88,000

m, 600
231,600
240,900
250, 5oiJ
260,500
270,900
281,800
293,100

59,100

12,400
13,000
13,600
14,300
15,000
15,700
16,500
17,300

12,400
13,000
13,600
14,300
15,000
15,700
16,500
17,300

37,300
39,200
41,200
45,300
51,600
56,200
61, ~
64,000

62,100
65,200
68,400
73,900
81,600
87, 64)
%, Ooo
98,600

184,400

54,200
53,100
52,000
51,000
50,”000
49,000
48,000
47,000

72,300
70,900
69,500
68,100
66,700
65,400
64,100
62,800

54,200
53,100
%, Ooo
51,000
50,000
49,000
48,000
47,000

180,700
177,100
173,500
170,100
166,700
163,400
160,100
156,800

160,900

120,500
12a, w
137,900
167,600
197,700
219,600
232,800
246, m

17,200
18,400
19,700
31,100
43,000
50, w
53,600
56,800

34,500
36,900
39, m
42,300
44,800
47, ‘a
50,300
53,300

172,200
184,200
197,100
241,000
285,500
317,700
336, 7W
B, 900

618,400

231,600
241,30iI
251,7W
283,000
314,800
338,500
353,700
369,800

213,200
218,100
223,200
238,700
254,900
267, lW
275,000
283,300

192,800
198,700

205,000
213, W
224,600
234,000
243, W
252,300

637,600
658,100
679,900
735, 50Q
794,300
839,600
872, 60iI
905,400

20,000

29,000
3,000
49,000

0
0

9,000
24,000
40,000

0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0

3,000
39,000
49,000

0
0

9,000
24,000
40,000

598, 4W

202, m
202,300
202,700
283,000
314,800
329,500
329,700
329,800

213,200
218,100
223,200
238,700
254,900
267,100
275,000
283,300

192,800
198,700
205,000
213,800
224,600
234,000
243,900
252,300

608,600
619,100
630,900
735,500
794,300
830,600
848,600
865,400

73. 4X

92. 6X
92. 5S
92. 6%
79. 5%
88.4$” ~
92. 6X
92. 6N
92.6$

62. 0%
63. 4%
64. %
42.7$
45. 6X
47. 7X
49.3
50. 6%

76.4$
78. 8%
81.3%
52. lx
54.7$
57. 0%
59. 4%
61.5$

74. 7%
76. W
77.4$
55. 5%
59. 9%
~. 6X
64, o%
65.3$

—.
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REVENUE .~xas”. . ..“ . ..-

.,’

I n  t h i s  s e c t i o n ,  w e  p r e s e n t our projection’s of
proposed resort for a representative year (stated
first  ten years of operation.

. . ..
. . . “. . .. . . . .

o p e r a t i n g  r e v e n u e s  f o r  t h e
in 1989 dollars) and for the

Estimates of future operating results for the proposed resort have been derived
through our eva lua t ion  of i t s income p o t e n t i a l  u n d e r projected market
conditions. Our method is to estimate the operating results of the property
f o r  a  r e p r e s e n t a t i v e  f u t u r e  y e a r ,  s t a t e d  in 1989  dol”lars,  a n d  t h e n  t o  a d j u s t
these results to account for projected levels of occupancy, average room rates,
and inflation.

~ Fundamenta l  to  the  es t imates o f  o p e r a t i n g r e s u l t s  i s the  assumpt ion  of
competent and ef f ic ient  management  a t the  proper ty . Among the primry

\
responsibilities of management a r e  t h e  m a i n t e n a n c e  o f  t h e  q u a l i t y  o f  t h e
facility and the execution of an adequate mrketing effort.

The Uniform System of Accounts for Hotels, recomnded  by the ~rican H o t e l
and Motel Association and in general use throughout the industry, has been used
in the classification of revenues in this report.

Our projec t ions  a lso incorpora te  an  es t imate  of  genera l  pr ice  inf la t ion .  To
portray price level changes, we have assumed a 4.5 percent annual inflation
rate over the projection period. Based on the forecasts of leading banks in
m9jor U.S. c i t i e s , this assumption is intended to portray an expected long term
trend in  pr ice  mvements, which is for the continuation of moderate rates of
increase experienced over the past five years.

mmmm

The annual occupancy rate for guest rooms at the resort has been projected by
evaluating the ability of the hotel to attract a share of demand in each market
segment. T h e  u n i t  o f  m e a s u r e  i n  e v a l u a t i n g  mrket share  i s  the  ra te  of
penetration. This. is defined as a hotel’s percentage of d e m a n d  i n  a  g i v e n

segment divided by its proportionate, or ’’’far”,”, share  of total “room suPPIY”

I f  a l l  p r o p e r t i e s  w i t h i n  a  mrket w e r e  e q u a l  i n  q u a l i t y ,  l o c a t i o n ,  a n d  r a t e
s t ructure , each could be expected to attract de~nd  i n  prO@rtiOn to itS SiZe,

thereby achieving a penetration rate of 100 percent. A property which has a
competitive advantage in attracting demand from a given segment of the market
can be expected to penetrate that segment at greater than 100 percent; the S-
property my achieve relatively low penetration in a segment in which it is at
a competitive disadvantage.

T h e  f a c i l i t i e s  o f  t h e  p r o p o s e d  r e s o r t  w o u l d  g i v e  i t  a  s t r o n g  co~etitive
advantage in capturing tourist demand. Given the choice of a downtown hotel or1

1 t h e  s u b j e c t  p r o p e r t y , t h e  m a j o r i t y  o f  v i s i t o r s  a r e  l i k e l y  t o  p r e f e r  t h e
s u b j e c t . During the smer season, t h e  v o l u m e  o f  t o u r i s t s  i n  t h e  mrket is
such  tha t  a l l  the  hote ls  wi l l  rece ive  a  share ; the resort’s pentetration. rate
d u r i n g  t h e  sunmer i s  pro jec ted  a t  150 percent  of  fa i r  share . In the winter,
o n l y  t h e  s u b j e c t  w i l l  o f f e r  s k i  f a c i l i t i e s  o n  s i t e ;  200 P e r c e n t  o f  winter
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t o u r i s t s  a r e  expec~~ to stay at the r e s o r t . . ,  F o r .  t h e  s h o u l d e r  seasons,  rainy  ,
w e a t h e r  c o n d i t i o n s  a r e  l i k e l y  “to.”.of.fset  th?. facility  “adv~ntage)  “l~ving  t h e  “ :
r e s o r t  w i t h  o n l y  i t s  p r o p o r t i o n a t e  share of d~ndi  O n  a n  a n n u a l  b a s i s ,  w e
projec t  tha t  the  resor t  wi l l  capture fully one-half of the tourist  demand in
the competitive mrket, achieving an average penetration rate of over 150 percent.

The resort will  be located relatively far from the central business district of
Anchorage. The mre convenient downtown properties are expected to attract the
v a s t  m a j o r i t y  o f comrcial  dmnd, l e a v i n g  t h e  s u b j e c t  w i t h  a  r e s i d u a l
penetration of only ten percent of i ts fair share for the winter and shoulder
seasons. A five percent penetration rate is projected during the surrmer, w h e n
the subject is expected to emphasize higher-rate tourist demand.

Penetration in the group segment is  pro jec ted  to  s tab i l ize  a t  90  percent  of
fair share during the shoulder season, the period when the majority of group
functions occur. This is because the convenience of the downtown properties
with respect to the Egan ~nvention  Center  puts the subject at  a competit ive
disadvantage. The location of the resort will be even more of a factor in the
winter , when the  threa t  of  poor  weather  condi t ions  my d i s c o u r a g e  g r o u p
dmnd. As with commercial demnd, penetration in the group segment during the
s~r should be quite low as the property concentrates on tourists.

The resort will have difficulty in attracting airline crew dmnd, because of
the distance of the property from the airport and the relatively high rates
which the proposed resort would. require. We expect the resort to achieve .
penetration at 15 percent of i ts fair share; in effect,  to provide lodging for
one full crew. In the early years of operation, a slightly higher penetration
rate has been applied to help support the initial occupancy of the property.

The table on the following page shows how our  es t imates  of  fu ture  mrket
penetration in each season and segment are applied to forecasts of mrket demnd
to  der ive  the  pro jec ted  annual r o o m  o c c u p a n c y  f o r  t h e  s u b j e c t  r e s o r t .  we
anticipate that an occupancy rate of 45 percent,  which we consider to be the
long term stabilized level for the hotel, will be achieved in 1995 and 1996.
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TOuriBt
Harket Demand
Fair Share Ratio
Penetration Ratio

Occupied Room Night8

Commercial
Market Demand
Fair Share Ratio
Penetration Ratio

O c c u p i e d  Room NightB

Group
Harket Demand
Fair Share Ratio
Penetration Ratio

Occupied Room Night8

Airline
?larket Demand
Fair Share Ratio
Penetration Ratio

Occupied Room NightB

Total
Occupied Room NightB
Available Room NIght8

Room Occupancy

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

.“Projected RoomOccupancy . . . , . .
“:Representative”  Y e a r

..’

Sumner Minter Shoulder Annual
------ ----- ------ ----- ------ ----- -----------

206,800 56,800 53,300
38. 5X 38. 5X 38. 5X

150. o% 200. o% 100. o%
-------- ----- ------ ----- ------ --- ------ -----

119,500 43,800 20,500 183,800
-------- --- -------- --- ------- ---- ------- ----

58,700 146,400 88,000
38. 5X 38. 5X 38. 5%
5. o% 10. o% 10. o%

---- - - - - - - - - - - - - - - - -- - - -- - -- - - - -- - - - - - ------
1, 100 5,600 3,400 10,100

------- ---- - -- ----- --- -- - ---- ---- ---------- -

17,300 17,300 64,000
38. 5X 38. 5X 38. 5X
25. O% 80. O% 90. o%

----------- ------ ----- ----- ------ ---------- -
1,700. 5 , 3 0 0 22,200 29,200

-- --- - ----- - ------ - --- ------ - ---- - ------ - - - -

4 7 , 0 0 0 62,800 47,000
3a. 5X 38. 5X 38. 5%
15. o% 15. 0% 15. 0%

-------- - -- ------- - --- -------- - -- -- - ------ - -
2,700 3,600 2,700 9,000

----- ----- - --- - - ---- - - - ---------- ----- ------

125,000 58,300 48,800 232, 100
137,200 215,600 158,200 511,000

-------- - -- - -- ------ - - -- - - - ------ -----------
“ 9 1 X “27% 31% ““ “45X

----------- ---- - - ----- --- - - ------ ---- ----- - -

Projected Room Occupancy
Forecast Period

Summer Uinter S h o u l d e r Annual
- - - - - - - - - - -  - - - - - - - - - - -  - - - - - -  - - - -  - - - - - - -  - - - - -

7 1 , 9 0 0 3 2 , 2 0 0 3 3 , 0 0 0 1 3 7 , 1 0 0
9 7 , 7 0 0 4 3 , 9 0 0 40, 100 181,700

118, 900 52,800 43,700 215,400
126,200 55,500 46,700 228,400
125,000 58,300 48,800 232, 100
124,000 58,000 48,000 230,000
124,000 58,000 48,000 230,000
124,000 5a, 000 48,000 230,000
124,000 58,000 48,000 230,000
124,000 58,000 48,000 230,000

Occupancy
- - -  - - - - - - -  -

26. 8X
35. 6X
42. 2X
44. 7%
45. 4%
45. 0%
45. o%
45. o%
4 5 .  0%
45. o%
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Average “’daily room rates are projected on the basis “of the average “rates . “
currently being achieved in the competit ive mrket, the characteristics of the
proposed “resort, and the anticipated effects of inflation and changing mrket
occupancy. B e c a u s e  r e s o r t s  t y p i c a l l y  promte double occupancy and do not
assess a charge for a second person in a room, the analysis which “follows
applies to both single and double occupancy.

The resort will achieve its highest average daily room rate during the s-r
season. The rate charged to tourists is projected at $135. The small number
of comrcial  guests and participants in group functions. are expected to receive
a  d iscounted  ra te  of  $110,  or  approximate ly  20  percent  off the tourist  rate.

.

A s  i s  t h e  c a s e  a t  t h e  e x i s t i n g  p r o p e r t i e s , winter  ra tes  wi l l  be  lower  than
those charged during the peak sumner season. However, because the proposed
resort will  offer skiing while the existing properties do not,  the differential
b e t w e e n  sumner and winter rates should be less at  the subject. We project a
t o u r i s t  r a t e  o f  $ 1 0 0  i n  t h e  w i n t e r . Group rooms will  again receive a 20
percent discount. The commercial discount is projected at only 15 percent,
similar to the discount available in the market.

Rates charged to commercial and group guests during the shoulder seasons will
b e  t h e  s a m e  a s  d u r i n g  t h e  w i n t e r . T o u r i s t s  w i l l  r e c e i v e  t h e  comrcial
discount during the shoulder seasons, since neither skiing nor sumner w e a t h e r
will justify a premium.

Airline rates are projected at $55 on a year round basis. This is at  the top
e n d  o f  t h e  r a t e s  p r e s e n t l y  c h a r g e d t o  c r e w s  b y  t h e  e x i s t i n g  co~etitive
hote ls . Because the airlines which negotiate these contracts are highly rate-
sens i t ive , it  is considered unlikely that the superior facilit ies of the resort
w o u l d  r e s u l t  i n  a  s i g n i f i c a n t l y  h i g h e r  r a t e  t h a n  that a c h i e v e d  p r e s e n t l y  i n  t h e
~rket.

Our method in projecting annual average room rates for the resort in future
years has been to adjust the constant dollar segment room rates to reflect the
effects of introductory discounts and inflation. (Discounts of ten percent in
1992and  f ive  percent  in  1993 are  cons idered  reasonable  i.n helping to establish .
the subject property in the resort mrket). The inflated segment room rates are
then applied to the projected volume of dermnd in each segment to derive total
rooms revenue and the overall average rate.

kng term growth in room rates is projected to approximate the general rate. of
inf la t ion;  for  the  forecas t  per iod , this growth is estimated at 4.5 percent.
The phasing out of introductory rates should provide additional real increases
in rates of five percent per year in 1993 and 1994.

The tables on page IX-5 show the derivation of the average room rate at the
r e s o r t  f o r  a  r e p r e s e n t a t i v e future  year , s t a t e d  i n  1 9 8 9  d o l l a r s ,  a n d  o u r

I projections of average room rate by season for the forecast period. (The figure
shown for rooms department revenue in the representative year differs slightly
from that used in the subsequent statement of estimated operating results,  dueI

1 to rounding.)
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Pro~sed  Room Rates

Sunme r
Winter
Shoulder

Projected Dmnd

I
Sumner
Winter
Shoulder

Total

I Projected Revenue

I Suxsrner
Winter
Shoulder

Total

[ Average Room Rate

Rounded to:

I 1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Ix-5

~oiected  Average  Room Rate
‘Representative Year

,1989 Dol lars .. . . .

tircial  @nventions

$110 $110
$85 $80
$85 $80

1,100 1,700
5,600 5,300
3,400 22,200

10,100 29,200

. .
!..

T o u r i s t  A i r l i n e Overal 1

$135 $55 $132.71
$100 $55 93.96

$85 $55 81.07

119,500 2,700 125,000
43,800 3,600 58,300
20,500 2,700 48,800

183,800 9,000 232,100

$121,000 $187,000 $16,132,500 $148,500 $16,589,000
$476,000 $424,000 $4,380,000 $198,000 $5,478,000
$289,000 $1,776,000 $1,742,500 $148,500 $3,956,000
~ $2,387,000 $22,255,000~ $26,023,000

$87.72 $81.75 $121.08 $55.00 $112.12

$112.00

Projected Average RomRate
Forecast Period

S-r Winter  Shoulder

$134 $90 $82
$149 $104 $91
$165 $117 $101
$173 $123 $106
$181 $129 $111
$188 $134 $115
$196 $140 $120
$206 $147 $126
$215 $153 $132
$225 $160 $138

Annua 1

$111
$126
$140
$147
$153
$159
$166
$174
$182
$190

—.—.—
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tid for Ski Lifts and Ski Area  Faci l i t ies

Dmnd for the ski area facilit ies would arise from tw m a i n  s o u r c e s ;  g u e s t s
staying at the resort, and day skiers, primarily from the nearby Anchorage area.

Previously, we mde projections of the number of room nights expected to be
generated during the winter season for the projection period. At an estimted
double occupancy of 2, each occupied room night will represent two guest nights.
Based on our interviews and review of co~arable resorts, we estimte that 75
percent of the winter guests will be ski’ers, and that the average stay will be
f ive  n ights . S ince  these  gues ts  a re  not  l ike ly  to  sk i  on  the i r  a r r iva l  or
departure days, we estimte that each guest night will relate to .6 skiing d a y s
(1x.75x.8). We estimate, therefore, that the 105,600 estimted  winter  gues t
nights at the resort in 1994 would provide 63,400 skiing visits in 1994.

:

1
* wuld be expected, a number of prior studies have found that Alaska residents
are active participants in winter sports. Based on a detailed public survey, a
report by Roger Clark and Darryll R. Johnson, August 1981, found that 17 percent
of Anchorage respondents participated in Alpine skiing. A study prepared by
Arnold  Albrecht for the Forest Service in October 1982 concluded, mng other\ things,  that “making a coqarison  of survey results with actual use figures myI
indicate a latent demand for skiing by Anchorage residents”.

In  estimting  p o t e n t i a l sk i  d-rid f r o m  A n c h o r a g e  a r e a  r e s i d e n t s  f o r  t h e
p r o p o s e d  E a g l e  V a l l e y  f a c i l i t i e s ,  w e  h a v e  c o n s i d e r e d  f o u r  ~in f a c t o r s :
par t ic ipa t ion a s  a  p e r c e n t a g e of  pro jec ted  popula t ion; frequency factors;
indications of latent demnd;  and competitiveness of the planned facili t ies with
existing ski areas.

Previous projections of Anchorage population trends are considered to be too
optimistic in light of recent economic setbacks and out-migration. The 1987
Anchorage population was estimated at 230,000. A recent analysis by the
University of Alaska’s Institute of Social and Economic Research (ISW)
estimated an annual growth rate of Anchorage population during the 1988 to 1995
period,as.  follows,:

ISER Population Forecasts
Average Annual Growth Rate 1988-1995

Alaska Anchorage

bw Case -0.3% -O .6%
Base Case 0.8% 0.6%
High Case 1.5% 1.7%

Source: ISER, Alaska’s Economy and Housing Market.

/ We have used a growth rate of one percent starting in 1989, and a skier par-
ticipation rate of 17 percent in our estimates.

--
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I
,  Frequency of  par t ic ipa t ion  i s .  the  mean number  of  t imes  a .  year  a par t ic ipant  .

‘:., ““ sk ies . “StudieS  .in”:.clifferent  “ N o r t h ,  A m e r i c a  @rket areas’.have  shoti:fr~uency  . . ‘:,
ratios of from 9 to 15 times, with some of the””h’ighest ra tes  repor ted  in  western
Canada and the Pacific Northwest.

We have applied a frequency of 10 in our  pro jec t ions . This is the estimated
n u m b e r  o f  t i m e s  A n c h o r a g e  s k i e r s  wuld ski, i f  s u i t a b l e  f a c i l i t i e s  w e r e
conveniently available, and consistent snow conditions could be provided.

The existing Anchorage ski areas have reported estimated skier visits for the
1987/88 year as follows:

Skier Visits

Alyeska Art ic  Val ley Hi l l top Total

1987/88 Ski Season 150,000 20,000 55,000 225,000

Essent ia l ly  a l l  the  above  demnd is from Anchorage residents. Based on an
Anchorage population of 230,000 in 1987, and a participation factor of .17, the
computed participation rate was only 5.8 times. This would indicate a sizeable
latent or unsatisfied day skier demnd exists in the Anchorage area.

The proposed ski facilities at the resort would be by far the mst c o n v e n i e n t
and a t t rac t ive  Alpine ski  fac i l i t ies  avai lable  to  Anchorage  area  res idents .
The only existing major Alpine ski-area in the Anchorage area is Alyeska  resort,
described earlier. While there are a number of smiler ski facilities available
(primarily the Hilltop and Artic Valley ski areas) these are beginner or beginner/
intermediate areas, and therefore are not co~arable to the planned Eagle Valley

I
development. Alyeska  ski terrain provides alpine skiing primrily  for advanced
and exper t  sk i l l  l eve ls , wi th  l i t t le  te r ra in  avai lable  for  the  mre p r e v a l e n t
low in termedia te  sk i l l  leve ls . A  co~arison  of  exis t ing  te r ra in  a t  Alyeska,)
planned Eagle Valley terrain, and  the  d is t r ibut ion  cons idered  mre ideal by
industry  e~perience  is shown below.I

Level of Ability

B e g i n n e r
Novice
bw Intermediate
Intermediate
Advanced Intermediate
Expert

Existing Phase I
at Alyeska  Eagle  Val ley Ideal

o% 3% 2%
7% 9% 13%
o% 9% 20%

46% 49% 35%
22% 18% 20%
25% 13% 1 o%

100% 100% 100%

.

—. —.
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Whi le .  i~rovements  -a t  Alyesk,a. are planned,, n a t u r a l ”  t e r r a i n  c o n s t r a i n t s  d o  not -

. . . p r o v i d e  t h e ,  ~tential  t o  “ s i g n i f i c a n t l y  change  t h e  r a t i o s .  The p r o p o s e d  s k i  .
} facili t ies at Eagle Valley’ would, therefore, p r o v i d e  A n c h o r a g e  a r e a  r e s i d e n t s

with the advantages of:

1. A full service
2. The provision

especially the
3. Snow inking on

ski resort easily accessible over good roads.
o f  a  g o o d  b a l a n c e  o f  t e r r a i n  f o r  a l l  s k i l l  l e v e l s ,
low intermediate skiers.
all slopes, providing reliable snow conditions.

4. Night lighting on part of the ski acreage.
5 . The availabili ty of attractive restaurants,  lounges, shops and

a  var ie ty  of  o ther  fac i l i t ies .

@ests of other Anchorage hotels and other than Anchorage residents coming to

I

the  area  for  day  sk i ing  are  cons idered  to  be  an  addi t ional  source  of  sk ier
demand. Based on the experience of existing resorts, and the attractiveness of
the  proposed fac i l i t ies , we have estimted  this demand at five percent of the
demand expected to be generated from Anchorage residents.

I In estimating the potential market share available to Eagle Valley resort,  we
have made the following assumptions.

1 1. The Art ic  Val ley  and Hi l l top  sk i  a reas  appeal  to  speci f ic  sk ier
markets and are not expected to be significantly i~acted by the new
“resort. These. resorts provide wstly beginner and low intermediate
skiing opportunities to families and young people at a relatively low
cost .

j 2. After deducting the estimated, stabilized demand of the above two
smi l e r  sk i  a r ea s , if the proposed resort and Alyeska were of the
same a t t rac t ion  to  the  Anchorage  sk ier  mrket, one would expect a

I
“fair share” of ‘demand of 50 percent for the proposed resort.

J
However, since the proposed resort  would have the advantages of location and

\.,

a c c e s s ,  b e t t e r  s u i t e d  s k i l l  l e v e l  s k i i n g , mre cons is ten t  snow condi t ions
b e c a u s e  o f  s n o w  i n k i n g  c a p a b i l i t i e s  o n  a l l  s l o p e s ,  a n d  t h e  a d v a n t a g e  o f
presenting an integrated theme resort,  we expect the project to achieve 130

p e r c e n t  o f  i t s  “ f a i r ’  s h a r e , or 65 percent of the demand. @r projectionsof  .
skier v i s i t s f o r  t h e  p r o p o s e d  E a g l e  V a l l e y  Wsort are s~rized o n  t h e
following page.
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Projected Day Skier Visits at Eagle Valley Resort

Estimted Less
Demand Total Estimated

Estimated Skier Estimated From Other Estimated Skier Visits Net Est. Estimted Market
Anchorage Percent Frequency Sources Skier Visits To Hilltop Skier Visits Share Attainable by EVR

Year Population (17%) ( l o ) (5%) Market and A. Valley Market Skier Visits Percent

1992 239,300 40,700 407,000 20,300 427,300 78,000 349,300 175,000 50%

1993 241,700 41,100 411?,000 20,500 431,500 78,800 352,700 194,000 55%

1994 244,100 41,500 415,000 20,700 435,700 79,600 356,100 214,000 60%

1995 246,600 41,900 419,000 20,900 439,900 80,400 359,500 234,000 6 5 %

1996 249,100 42,300 423,000 21,100 444,100. 81,200 362,900 236,000 65%

1997 251,500 42,800 428,000 21,400 449,400 82,000 367,400 239,000 ~~ 65%

1998 254,100 43,200 432,000 21,600 453,600 82,800 370,800 241,000 “’ 65%

1999 256,600 43,600 436,000 21,800 457,800 83,700 374,100 243,000 65%

2000 259,200 44,100 441,000 22,000 463,000 84,500 378,500 246,000 “, 65%

2001 261,800 44,500 445,000 22,200 467,200 85,400 381,800 248,000 . 65%

—
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SkiLift ~venue  Estimates ~~ ., .,.” . . ~ . .

estimate day use skier visits in 1992 at 175,000 and skier visits from guests
t h e  r e s o r t  a t  3 8 , 6 0 0 . Based  on  l i f t  t icke t  pr ices  charged by  exis t ing

resorts, we estimte an attainable base ticket p;ice (one day, full skiing
ticket for one adult) of $27, stated in 1989 dollars.

Based  on  an  analys is  of  ac tua l  t icke t  pr ices  charged by  Nor th  -rican ski
resorts, we recomnd a price structure as follows:

Ski Lift Ticket Price 1989 Dollars

J
Day Weekend $27
Day Weekday $25
Night Weekend $17

I Night Weekday $15
Season Pass $600

[,
@stomrily, ski  resor ts  provide  a  number  of  d iscounts  for  chi ldren ,  senior
c i t i z e n s , promtions  and packages, depending on promotional activities.

An analys is  of  sk i  l i f t  t icket  pr ices- a n d  a v e r a g e  l i f t  t i c k e t  r e v e n u e  p e r  s k i e r
visit of 134 ski areas in North America is prepared annually for the National
Ski Area Association. The 134 ski areas reported an average ratio of actual
l i f t  t icke t  revenue  per  sk ier  v is i t  to  the  day  weekend t icket  pr ice ,  for  the
1986/87 season, of 73.9 percent. Taking the above mix of lift ticket prices and
customary discounts into account, we believe the resort will be able to achieve
an average ski lift  t icket revenue of $20 per skier visit ,  expressed in 1989

I

d o l l a r s . This represents a ratio of 74 percent, in line with industry experience.

Based on statistics co~iled  by the Alaska Division of Tourism, Anchorage is the
mst p o p u l a r  corrmunity f o r  v i s i t o r s  t o  A l a s k a . Dur ing  the  sunmer of 1985,

] 280,000 visited Anchorage, of which 81,000 or 29 percent visited Chugach  State
1 Park.

Sumner  opera t ion  of  the  quad l i f t s  a t  Eagle  Val ley  are  expected  to  be  an
impor tant  v is i tor  a t t rac t ion , permitting convenient access to the muntain and
providing scenic views. Based on  the  exper ience  of  o ther  resor ts  and the
a t t r a c t i v e n e s s  o f  t h e  p r o p o s e d  f a c i l i t i e s , we estimate that approximately 20
percent  of  sutrrner visitors to the Anchorage area would ride the chairlifts  at
Eagle Valley. Based on an estimated 300,000 visitors, less an estimated 57,600
vis i tors  s taying  a t  the  resor t  and projec ted  separa te ly ,  th is  wuld r e p r e s e n t
approximately 242 000 visitors of whom 20 percent or 48 000 visitors are
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I
Weesti~te  tha t  “approximate ly  one-hal f  of  ’gues ts  s taying  a t ,  the  resorti  or a “ “
total of 28.,800 resort” guest’s, a n d  “ 4 8 , 0 0 0  visitor”s not staying at “the resort, ‘“
wuld use the lifts during the 1992 swrrner  season. We have used that number of
visitors in our projection of s-r ski lift revenues for 1992, increased at an
annual growth rate of seven percent for the period through 1996.

We project an average lift ticket price of $10.00 with a net rate, after
discounts, of $9.00, expressed in 1989 dollars. Our estimates of lift revenues
are summarized as follows.

WI- LIFT REVENUE S- LIfi REVENUE ANNUAL
Estimated Skier Visits Total Estimated Visits Average Total Total

Resort Average Winter Resort Revenue  Surrmer Lift
Guests Other Total Reven~e Revenue Ouests Other Total Per Revenue Revenue

Year (000) (000) (000) Per S/V (000) (000) (000) (000) Visi t (000) (000).  — — .

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

38.6
52.7
63.4
66.6
70.0
70.0
70.0
70.0
70.0
70.0

175 213.6
194 246.7
214 277.4
234 300.6
236 306.0
239 309.0
241 311.0
243 313.0
246 316.0
248 318.0

$22.80
$23.80
$24.90
$26.00
$27.20
$28.40
$29.70
$31.00
$32.40
$33.90

$4,870
$5,871
$6,907
$7,816
$8,323
$8,776
$9,237
$9,703

$10,238
$10,780

28.8
39.1
47.6
50.5
50.0
50.0
50.0
50.0
50.0
50.0

48.0
51.4
55.0
58.8
62.9
63.0
63.0
63.0
63.0
63.0

76.8
90.5

102.6
109.3
112.9
113.0
113.0
113.0
113.0
113.0

$10.30
$10.70
$11.20
$11.70
$12.20
$12.80
$13.40
$14.00
$14.60
$15.30

$791 $5,661
$968 $6,839

$1,149 $8,056
$1,279 $9,095
$1,377 $9,700
$1,446 $10,222
$1,514$10,751
$1,582 $11,285
$1,650 $11,888
$1,729 $12,509

B a s e d  on the estimated skier visits projected for the resort,  i t  is possible to
co~ute a  u t i l i z a t i o n f a c t o r  a n d  co~are  t h e  r e s o r t ’ s  e s t i m a t e d  u t i l i z a t i o n
w i t h  i n d u s t r y  s t a t i s t i c s . Ut i l iza t ion is measured i n  t e r m s  o f  c a p a c i t y .

I
~pacity  is the product of an area comfortable carrying capacity (~) times its
days of operation. Ut i l iza t ion  co~ares actual or estimated skier visits to the
resorts capacity.

i
During the third year of operation, the resort is estimated to attract 277,000
skier ,  v is i t s , during a 154 day season. The estimated comfortable carrying
c a p a c i t y  o f  t h e  r e s o r t , Phase I development is given as 7,660 “~ per the
developer’s plans. The u t i l iza t ion  fac tor ,  therefore ,  i s  cowuted  by  d iv id ing
the projected 1994 skier visits, 277,000 by the product of the 7,660 ~ times
154 days, resulting in a ratio of 23.5 percent.

The annual analysis of 134 ski resorts in North ~rica, prepared for the National
Ski Areas Association, 1987, shows an average utilization  factor of 32.9 percent
indicating a significant over-capacity at the proposed resort. This, of course-,
is to be expected given the low projected winter occupancies at the resort.

Other Ski Area Revenues

O t h e r  d a y  s k i e r  r e l a t e d  r e v e n u e s  w e r e  estimted  o n  t h e  b a s i s  o f  t h e
a t t r a c t i v e n e s s  o f  t h e  f a c i l i t i e s  p r o v i d e d ,  t h e  c l o s e n e s s  o f  t h e  r e s o r t  t o
Anchorage, and industry experience.
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. ,  S k i  .schoO1 revenue~was”  esti~ted a!” $2=~0..Pe.r.”s!ier  visit>  ‘n:1g8g  ‘O1lars  J ‘ r  .  ~
$ 6 9 0 , 0 0 0  f o r  1994 the third yearof o p e r a t i o n . Thi.s:represents 1 0 ”  p e r c e n t  of
l i f t  revenues ,  which  i s  in  l ine  wi th  indus t ry  exper ience .

Ski rental income was estimated based on industry experience adjusted for the
likelihood that mre winter guests to Alaska would rent equipment than is the
case at a less long-distance destination. However, th is  i s  par t ia l ly  of fse t  by
the relatively large patronage from Anchorage area residents, who are expected
to bring their own equipment. We have  es t imated  an ~unt of $105O Per skier
visit expressed in 1989 dollars, or $518,000 in 1994.

mutation of estimated other ski revenues are scheduled below:

i

I

Year

1992
1993
1994

.“1995
1996
1997
1998
1999
2000
2001

Total
Skier Visits

213,600
246,700
277,400
300,600
306,000
309,000
311,000
313,000
316,000
318,000

Projected Ski Area Revenues (000)

Sumner Winter
L i f t Ski Lift

Wvenues  Revenues

$791
$968

$1,149
$1,279
$1,377
$1,446
$1,514
$1,582
$1,650
$1,729

$4,870
$5,871
$6,907
$7,816
$8,323
$8,776
$9,237
$9,703

$10,238
$10,780

Ski School
Revenue

$487
$587
$691
$782
$832
$878
$924
$970

$1,024
$1,078

Ski Rental
Revenue

$365
$440
$518
$586
$624
$658
$693
$728
$768
$809

Total Ski
Area

Revenues

$6,512
$7,868
$9,266

;;; ,.4;;

$11;758
$12,367
$12,982
$13,680
$14,394

I
(Note: ROWS may not sum due to rounding.)

1

Revenues for a representative year are derived by restating the projected 1996
r e s u l t s  t o  1 9 8 9  d o l l a r s . This  ca lcula t ion  y ie lds  es t imates  of  $7 ,130,000 for

ski lift revenue and $1,070,000 for other ski-related revenue.

This category includes the revenues projected for the restaurant and lounge
fac i l i t ies  of  the  proposed hote ls . Sales achieved by small restaurant tenants
in the retail spaces muld be  ne t ted  agains t  opera t ing  expenses ,  as  d iscussed
below under the heading Lease Income.

Food sales to hotel guests are calculated on the basis of revenues per guest

I
day. We are projecting that the resort muld achieve a stabilized  oCCUPanCY
rate of 45 percent. As the largest portion of this demnd would come from
tourists, the resort could anticipate a multiple occupancy factor of

/ approximately 2.0; that is, an average of two guests per occupied room.
I
i
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., The. Trends s’urvey}eport”s  average  “food expendi tures  per  gues t  day  dur ing  1987 .. ’ .  ” of  $22.70 for .  r“eSor.ts “ in  “ the  “western  region  of. the Unit@ States ”i::$22.55.  for .:

/ r e so r t s w i t h  o v e r 250 gues t rooms, a n d  $ 2 2 . 3 1  f o r  r e s o r t  p r o p e r t i e s
nationwide. Whi le  res taurant  pr ices  genera l ly  are  h igher  in  Alaska  than  in
many of the resort loca t ions  represented  in  the  survey,  th is  effec~ ~s offset
to some extent by the likelihood that guests staying in the condominium units
would buy and prepare their own meals. After adjusting to 1989 dollars,  the
indicated expenditure per guest day is approximately $25.00.

A second co~onent of food sales includes out-of-town visitors staying at
upscale hotels other than the subject. ~~etitive market demand is projected
to reach 865,400 occupied room nights by 1996, of”tiich 633,300 would be
captured by these properties. Because the proposed resort wuld be a unique
attraction in the area, we expect that a large number of their guests in the
tourist and group dmnd segments would visit the resort during their stay; fox’

\ purposes of this analysis, we have assumed a visitation  rate of 50 percent, aI
multiple occupancy factor of 2.0, and an average length of stay of four days in

/

these segments. For comrcial guests, we project visitation at 25 percent, an
occupancy factor of 1.0, and an average length of stay of two days. Beeause
airline crews are generally in Anchorage for only one night and have limited
means of transportation, a visitation rate of only 10 percent is assumed in

1
this category.

Visitors from hotels other than the proposed resort would likely take fewer
meals” at the property than wuld resort guests. We would expect revenues per
visit  to be approximately one-third to one-half the average revenue per guest
day, and have used a current dollar estimate of $10.00 in our projections.

The third component of food sales is provided by Anchorage residents, including
day skiers . T h e i r  p r o p e n s i t y  t o d i n e  a t  t h e  r e s o r t  w i l l  d e p e n d  o n  t h e
percept ion  of quality,  the prices charged, the income level of the population
base, .and the availabili ty of alternate dining options elsewhere in the city.
On a long term basis, we do not expect the resort to receive mre than four to
five percent of i ts food revenue from local residents; in current dollars,  this
wuld munt t o  a p p r o x i m a t e l y  $500,000,  or less t h a n  o n e  P e r c e n t  o f  ‘ h e
estimated revenues received by eating and drinking establishments in Anchorage.
However, in the short term, we do expect the novelty of the resort to attract a
l a r g e r  n u m b e r  o f  ldcal r e s i d e n t s .

Beverage sales are calculated as ratios to food sales.  For resorts included in
the Trends survey for 1987, the beverage to food ratio averaged. 32. percent.
This ratio was one point below the 33 percent figure achieved in 1986, and my
reflect the trend toward reduced alcohol consumption. Resorts in ,the western
r e g i o n  r e p o r t e d  a n  a v e r a g e  r a t i o  o f  31 P e r c e n t , the  ra te  adopted  for  our
projec t ions .

I

.
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.“”project~ “Food tid Beverage “Revenues

Year

Rep Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Food Sales

$13,107,000

$10,105,000
$13,097,000
$15,355,000
$16,973,000
$17,834,00D
$18,634,000
$19,467,000
$20,348,000
$21,264,000
$22,217,000

Beverage
Sales

$4,063,000

$3,133,000
$4,060,000
$4,760,000
$5,262,000
$5,529,000
$5,777,000
$6,035,000
$6,308,000
$6,592,000
$6,887,000

Total FM
Sales

$17,170,000

$13,238,000
$17,157,000
$20,115,000
$22,235,000
$23,363,000
$24,411,000
$25,502,000
$26,656,000
$27,856,000
$29,104,000

.,.
. . . . . . . .

Addi t iona l  oDeratin~  revenues will accrue to the resort from a varietv  of minor
departments.- The;e  i n c l u d e  t e l e p h o n e  c h a r g e s ,  l a u n d r y  a n d  vale{ service ,
operation of the swinming and tennis centers, and vending machine sales.

~st of the sales in  these  ca tegor ies  willbe  made to guests of the resort.  It
is therefore appropriate to project these revenues on a per guest day basis.
The Trends survey reports an average expenditure per guest day of $6.78 in 1986
and - in 1987. Telephone revenues increased only slightly during this
period, while revenues from other sources grew by approximately ten percent.

The proposed resort would have a wide variety of facili t ies and services with
which to generate miscellaneous revenue from resort guests. In addition, such
a c t i v i t i e s  a s swimning a n d  t e n n i s  c o u l d  b e  m a d e  a v a i l a b l e  f o r  a  f e e  t o
Anchorage residents. Our projection averages in the effect of local sales by
assuming miscellaneous revenue of $10.00 per guest day in 1989 dollars.

Projected Miscellaneous Revenues

Revenue Per Projected
Year Guest Day Revenue

R e p  Y e a r $10.00 $4,599,000

1992
1 9 9 3
1994
1995
1996
1997
1998
1999
2000
2001

$11.40
$11.90
$12.40
$13.00
$13.60
$14.20
$14.80
$15.50
$16.20
$16.90

$3,148,000
$4,387,000
$5,348,000
$5,988,000
$6,258,000
$6,539,000
$6,834,000
$7,141,000
$7,462,000
$7,798,000
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The design of the resort includes 45,600 square feet of leasable shop and
restaurant spaces. The spaces would be aligned along both sides of the min
concourse  be tween the  convent ion/ recrea t ion  center  and  the  base of the ski
slopes. The shop buildings would incorporate the gold rush design of the resort.

L i k e l y  r e t a i l t e n a n t s  c o u l d  i n c l u d e  c l o t h i e r s , g i f t  s h o p s ,  g a l l e r i e s ,  a n d
jewelers. There would probably be one or ~re shops supplying food and
sundries to guests staying for relatively long periods in the condomini~
units. Specialty and fast food restaurants would OCCUPY some of the spaces,
supplenient-ing the food and beverage  fac i l i t ies
maintain the integrity of the gold rush concept,
national chains would be discouraged.

Given the relatively high vacancy rates reported
downtown Anchorage, i t  d o e s  n o t  a p p e a r  t h a t  a

“of th~- hotels; h o w e v e r ,  “ t o
occupancy by the mre visible

by exis t ing  re ta i l  centers  in
s igni f icant  vol- of demand

presently exists for the new space. ~sorption  o f  t h i s  r e t a i l  co~onent  muld
therefore  occur  gradual ly  as  the  resor t itself became known and established.
We project a three-year lease-up period, with a stabilized vacancy rate of five
percent being achieved in 1994.

~nthly  r e n t a l  r a t e s  a r e  p r o j e c t e d  a t s l i g h t l y  a b o v e  t h e  $1.10  to $1.35  P e r
square foot net rates presently achieved at many of the mre tour is t -or iented
downtown locations. However, we do not expect the property to achieve rents in
the $2.00 to $4.00 range currently being asked at the’new (and largely vacant)
Fifth Avenue Mall.

In  our  opin ion , d e s p i t e  t h e  d i s t a n c e  o f  t h e  p r o p e r t y  f r o m  t h e  connIerc:
center, the  unique  v i l lage  concept  and  the  fac t  tha t  a  la rge  share  of  sa
would be provided by “captive” resort guests would support a net rate of $1
per  square  foot , s t a t e d  i n  1 9 8 9  d o l l a r s . Our projections assume that
adjustmnt  for inflation wuld be built  into each lease agreement.

Year—

Rep Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Projected Lease Income

Area Leased Rent/SF/Mo

43,320 $1.50

14,440
28,880
43,320
43,320
43,320
43,320
43,320
43,320
43,320
43,320

$1.71
$1.79
$1.87
$1.95
$2.04
$2.13
$2.23
$2.33
$2.43
$2.54

Annual Rent

$780,000

$ 2 9 7 , 0 0 0
$620,000
$972,000

$1,016,000
$1,061,000 “
$1,109,000
$1,159,000
$1,211,000
$1,266,000
$1,323,000

al
es
50
an

. ..:
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The eondtiin”i~ units of the proposed ;esort are designed”’to  be” Spacious, ”
provide full kitchen facilities, and be somwhat r~ved from heaviest areas of
pedestrian traffic. As such, they  appear  phys ica l ly  su i ted  for  indiv idual
s a l e , either outright or through a timeshare arrangement. However, the mrket
for these units does not appear likely to support a sales program.

Direct Sales

In evaluating the potential for direct sales of condominium units, we have
considered the i~aet of resort location, market. supp}y and demand, and ,the
range of alternatives available to prospective buyers.

Location

J ~ndominium u n i t s i n  r e s o r t  l o c a t i o n s  t y p i c a l l y  a r e  soId a s  s e c o n d  h o m e s ,

!
providing the new owner with a retreat some distance from a primary
T h i s  mtivation  r e q u i r e s tha t  the  resor t  be  loca ted  near  enough
convenient access between the two locations, but far enough away
overnight lodging.

Fo r  ex~le, condominiums at ~istler are approximately two hours

residence.
to provide
to  requi re

drive from
Vancouver, British Columbia. Vancouver is one of the mst heavily-populated
urban areas on the Pacific Coast and has .a relatively large number of upper
income residents. This base provides a good volume of potential  buyers ”for
these units.

The site of the proposed resort is less than 20 minutes drive from the center
of Anchorage; many res ident ia l  cornnuni t ies  a re  even nearer . T h i s  c l o s e
proximi ty  would  d iscourage  local residents from purchasing these units,  since
they could enjoy the amenities of the resort  without the cost of acquiring or
maintaining an on-site residence.

Ordinarily, a  resor t  wuld mrket u n i t s  t o  p e r s o n s  l i v i n g  a  f u r t h e r  d i s t a n c e
from the property. However, nearly half the population of Alaska resides in
Anchorage. T h e  r e m i n d e r  of the state is sparsely populated In addition, the
median  income of non-Anchorage. residents is. below the average for .th.e State,
further reducing their potential as buyers of second homes.

Market tinditions

Because of their proximity to established residential  neighborhoods elsewhere
in Anchorage, the units at the proposed resort would co~ete to some degree in
the existing condominium market. There are approximately 7,000 units in the
Anchorage”area. Much of this supply was completed during the building boom of
the early 1980’s.

The recent downturn in the economy has had a negative effect on the mrket for
these  uni t s , greatly reducing demnd. Approximately 2,000 of these units are
c u r r e n t l y  e i t h e r  b e i n g  o f f e r e d  f o r  s a l e  o r  a r e  f a c i n g  imninent  f o r e c l o s u r e
proceedings. “The total number of units sold was 218 in 1986 and 237 in 1987.



I “.
I

IX-17

I
,,. . ~ ~ .Thr’ough  Septkmber’~ 988, 372’~dorninim  units had sold ,  a  s t rong.  iwrovement,. over .  the  pr ior  year .  However , e v e n ”  “ a t  this. .iwr’oved  Iev.el o f  “ac.tivity,”””  the .

excess” supply ”now in the “mafket and the normai resale of occupied  uni’~s l ikely
wi l l  ensure  tha t  supply  exceeds  demand wel l  in to  the  1990’s .

i

Due to the excess of supply over demand, condominium prices have been severely
reduced. For  the  p e r i o d  e n d i n g  Septetier 1988,  the  average  sale price of a
unit was $48,409. By co~a~ison,  prices averaged $69,745 for the year 1987 and
$99,384  for the year 1986.  In many cases, this drmtic  reduction has d r i v e n
values below both the original purchase price and the cost of construction. As
a result, there are virtually no new units under development in the mrket.

The proposed resort muld  offer amenities not available to the owners of a non-
resort condominium, a n d  c o u l d  r e a s o n a b l y  j u s t i f y  u n i t  p r i c e s  a b o v e  t h o s e
achieved by physically co~arable units elsewhere in the mrket. However, the
proximity of the resort to these existing units would limit the premium which
buyers would be willing to pay. Since  mrket prices are presently below the
cost of construction, and given the higher sell ing costs generally associated
with the marketing of resort condominiw, it appears unlikely that the local
market would absorb the planned units at  a price which would support their
development.

Available Alternatives

. . . . “ Prospective buyers in search of.a resort condominium can choo:e from among a
wide variety of locations and ameni t ies . As d iscussed  in Section VII ,  there
are several year-round major destination resorts in North America which offer
fac i l i t ies  and services  co~arable or  super ior to those planned for the subject
r e so r t , and which are mre accessible from major population centers. C)n a world-
wide basis, a wide variety of destination resorts offer the option of condominium
purchase. Given these alternatives, the  l ike l ihood tha t  un i t s  a t  the  subjec t

I
resort could co~ete effectively for this demand is considered minimal.

>
Timeshare Sales

I To date, there have been no s u c c e s s f u l  atte~ts  a t
) condominium units in Anchorage. However, neither has there

the  extens ive  fac i l i t ies  of  the  s u b j e c t . We h a v e  t h e r e f o r e

selling timeshare
been a resort with
c o n s i d e r e d  w h e t h e r

a mrket m i g h t  e x i s t for  sa le  of  the  condominium uni ts  of  the  resor t  on  a
timeshare basis.

i’vbst  of the disadvantages of outright condominium ownership also apply to those
owned on a timeshare basis. These include the proximity of the resort to the
existing residential  communities in Anchorage, the large volume of un i t s  now
being offered i n  t h e  mrket a t  b a r g a i n  p r i c e s ,  a n d  t h e  mny a l t e r n a t i v e
locations available to those seeking a resort  sett ing.

M additional considerations affect sales on a timeshare basis.  These are the
high market ingandadministrat ivecosts  associated with sales to multiple ownership
and the difficulty in securing buyers for the less desirable weeks of the year.

Selling costs are a very significant eo~onent  of timeshare transactions, often
running as high as 30 to 40 percent of the eventual selling price. The costs
of mrketing the subject would be particularly high: prospective buyers would

——



have, ”to””be. provided- “airfare and lodging ”to” visit “thepr’operty,.  and.only a small .
““ minority of “these prospects &uld actua’lly purdhase “a share’. There: would also - ~~
be costs associated with ongoing maintenance .md administration” of the
timeshare units. When coupled with the costs of construction,’ the mrgin
available to the developer would likely be insignificant  or negative.

The full subscription of a unit on a timeshare basis requires that there be a
willingness on the part of potential buyers to purchase shares during the less
desirable weeks of the year, for example, the spring ~d fall- shoulder
seasons. For many resort timeshare offerings, a reduction in price during
these weeks is sufficient to attract off-season buyers. For a resort in
Anchorage, these “less desirable’’ weeks would in fact be highly undesirable,
due to  what  a re  perce ived  to  be  poor  weather condi t ions  and  the  l imi ted
recrea t ional  ac t iv i t ies  ava i lab le .

Through participation in an exchange network, such as Resorts International,  an
owner’s weeks in a unit my be contributed to a travel pool in exchange for a
stay at another participating resort. This could encourage sales of timeshares
to owners who do not intend to stay at the Anchorage property, but only to use
the ownership in order to enter the pool. However, if  the subject resort was
not sufficiently attractive to achieve reciprocity from other resorts,  there is
a strong probability that it would be excluded from the network.

~nclusion

B a s e d  o n  o u r  analvsis of the d“mnd for resort” condomini~s  a n d  t h e  c u r r e n t
condi t ion  of  the  fichorage mrket,  it  is our opinion that
exists for the purchase of the proposed units,  either on
through timesharing. Consequently, our  pro jec t ions  do
from this source.

no s igni f icant  demnd
an outright basis or
not include revenues

i

—
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Esti~tes of future operating results for Eagle Valley Resort have been derived
through our e v a l u a t i o n  o f i t s i n come poten t ia l under  projec ted  market
conditions. O u r  mthod is  to  es t imate  the  opera t ing  resul t s  of  the  proper ty
for a representative future year,  stated in 1989 dollars, and then to adjust
these results to account for projected levels of occupancy, average room rates,
and inflation.

J

Our projections of operating expenses are based on the actual results achieved
a t  p r o p e r t i e s cons idered  comparable  to  the  subjec t , including f u l l - s e r v i c e
hotels located in Anchorage and resorts participating in the annual Pannell  Kerr
Forster survey, Trends in the Hotel Industry. Although the properties selected
have s imi lar  character is t ics , the design and location of the proposed Eagle
Valley Resort are so unique as to render an exact match i~ossible. We do,
however, consider the comparable properties to be valid indicators and therefore
useful as one basis for our projections.

F u n d a m e n t a l  t o  t h e  estimtes o f  o p e r a t i n g  r e s u l t s  i s  t h e  a s s u m p t i o n  o f
competent a n d  e f f i c i e n t  mnagement  a t the  proper ty . ~ng t h e  primry
respons ib i l i t ies o f  mnagement a r e  t h e  m a i n t e n a n c e  o f  t h e  q u a l i t y  o f  t h e
facility and the execution of an adequate ”mrketing  effort.

The Uniform System of Accounts for Hotels, recommended by the American Hotel
and Motel Association and in general use throughout the industry, has been used
in the classification of revenues and expenses in this report. In conformity
with this system of account classification, only direct operating expenses are
charged to  the  opera t ing  depar tments  of  the  hote l . General overhead items
which are applicable to the overall  operation of the facili ty are classified as
undistributed operating expenses. Those items which are generally considered
to be beyond the control of the property mnager  are classified as fixed costs.

O u r  p r o j e c t i o n s  a l s o  i n c o r p o r a t e  a n  estiwte  of  genera l  pr ice  inf la t ion .  To
por t ray  price leve l  changes , we have assumed a 4.5 percent annual inflation

‘r”ate ’over the projection period. ~sed on the forecasts of ‘leading banks “in”
mjor U.S.  c i t ies , this assumption is intended to portray an expected long term
t r e n d  i n  p r i c e  mvements, w h i c h  i s  t h e  c o n t i n u a t i o n  o f  wderate r a t e s  o f
increase experienced over the past five years.
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Expenses charged to the rooms department include those of the front office,
housekeeping, and guest services. The rooms department expense ratios of the
c-arable properties range from 18 to 36 percent. On a per occupied room
basis, this expense category ranges from $17.00 to $42.00. Expenses incurred
are  genera l ly  h igher  a t  resor t  proper t ies  than  fu l l -serv ice  hote ls . Although
the inclusion of condominiums within the proposed Eagle Valley Resort will
crea te  some ineff ic iencies , the resort will  have a large number of rooms to
spread the cost over.

A portion of the expenses o f  t h e  r o o m s  departmnt  are  f ixed  in  re la t ion  to
proper ty  s ize ; th is  co~nent  is  pro jec ted  a t  $1 ,300 per  gues t  room for  the
representative year. Variable rooms department costs are estimated at $20.00
per occupied room night, or approximately 18 percent of departmental revenue.

Food and Beverage

The food and beverage expense ratios of the comparable properties range from 71
to 107 percent, with higher volume resorts achieving an expense ratio at  the
lower end of the range. Although projected food and beverage revenues for the
subject property are significantly greater than those realized at the comparable
r e so r t s , labor and transportation costs in the Anchorage mrket are also likely
to be high.

T h e  mjor por t ion  of  cos ts  in  th is  depar tment ,  inc luding raw food> suPPlies~
and most s taf f ing , v a r y  i n  r e l a t i o n  t o  s a l e s  v o l u m e . Variable food and
beverage expenses are projected at 80 percent of departmental revenue. The
f i x e d  co~onent  of  cos ts in this department is estimated at $850,000. Taken
together, the expense ratio used in our projections is 85 percent.

Ski Departunt

Estimates of expenses related to the ski department are based on information
co~iled  by the  Nat ional Ski Areas Association and from our in-house data
b a s e . Expenses associated with the operation of the ski l ifts are calculated
at  27  percent of s k i  l i f t  r e v e n u e . An” addi t ional  15  percent  of  sk i  l i f t
revenue accounts for the expense related to snowmaking and “removal. Expenses
associated with the operation of the ski school are estimated at 64 percent of
ski school revenue. Expenses of,the ski rental operations including replacement
and repai r  of renta”l equipment is estimted  at 37 percent of ski rental inco~.

The mjority  of the costs for this department are incurred independent of the
volume of sales. For the departmnt as a whole, fixed costs are estimated at
$1,850,000 and variable costs at 20 percent of departmental revenue.

Other @erated Departments

This expense category consists of expenses related to the operation of a
variety of minor departments, including telephone, laundry and valet serv~ce>
vending machines, recrea t ional  ac t iv i t ies  such as  gol f ,  tennis  and swlrnnlng.
These expenses have been estimated at 80 percent of revenue based on the
results of resort hotels participating in the Trends survey.
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Abinistrative  and general expenses include the salaries of the general manager
and office staff,  accounting, purchasing, and stores departments,  credit  card
e m i s s i o n s , b a d  d e b t s , d a t a  p r o c e s s i n g  c o s t s ,  s u b s c r i p t i o n s ,  ~d o t h e r
miscellaneous expenses. Profess ional  mnagement  fees are also considered to be
incorporated within this expense category.

Atiinistrative and general expenses, including management fees, incurred at the
c~arable  resorts range from $6,100  to $7,700  Per available  room> ~ile e x p e n s e s
incurred in this category at the full-service hotels ranged from $4,000 to $5,200.

Several co~onents  of administrative costs vary with the total revenue achieved
by the resort. These include credit card commissions, bad debts, and the fees
associated with a professional management firm. Taken together, these costs
are projected at seven percent of total revenue. The remaining costs in this
line item are considered relatively fixed in relation to performance, and are
projected at $1,000,000 plus $200 per guest unit.

Overall, administrative costs are estimted  a t a p p r o x i m a t e l y  $3,700  per
available guest room, stated in 1989 dollars. This equates to 9.3 percent of
total  revenue, an munt in line with that of the comparable properties. For
the  f i r s t  opera t ing  year , these costs are adjusted upward by ten percent to
account for initial  inefficiencies in the operation of the property.

To achieve the occupancy projected, an aggressive mrketing campaign will  be
e s s e n t i a l . @ality mrketing w i l l  p l a y  a  p a r t i c u l a r l y  i m p o r t a n t  r o l e  i n
a t t rac t ing  in terna t ional  demnd. Marketing costs at the comparable properties
ranged f rom 4.0  .to 11.7 percent of total  revenue, or $1,400 to $5,800 per
available

Marketing
projected
promtion
projected

room.

costs  a r e  d e p e n d e n t on both the size of the property and the
level of occupancy. Based on the costs of advertising and direct
at the co~arable  proper t ies  and the  subjec t ’s  la rger  s ize ,  we have
marketing costs at $2,000,000 plus $200 per guest room plus $1.00 per

occupied room night.

An addi t iona l  $400,000 i s  inc luded for  mrketing  of the ski area. This .is
approximately five percent of ski department revenue, which is typical of the
ratios reported in sk i  indus t ry  surveys . This  y ie lds  an  overa l l  cos t  in  the
representative year of $2,910,000, or 5.2 percent of total revenue.

T O account for the h igh  adver t i s ing  and  promot ional  expenses required during
t h e  f i r s t  y e a r  o f  o p e r a t i o n , a n  a d d i t i o n a l  t e n  p e r c e n t is added to the
projec ted  market ing  cos ts  in  1992. The expenses in this category do not

include the cost of mrketing carried out prior to the opening of the resort.

Property Qerations and Maintenance

This expense is comprised of salaries and wages, employee benefits, and normal
repairs associated with the maintenance of the property buildings and grounds.
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,. “We ,e~”t imate” :~ efiense o f  $3 ,060,000, or  approximate ly .  $2,200  Per. avai labl~ “..,.

room. This i s  greate’r t h a n  t h e  cost re~ofted at the f~~l-servi”c~ ‘hotels  but
i l e s s  t h a n  t h a t  o f  t h e  co~arable  r e s o r t s ,  d u e  t o  the””subject’s  l a r g e  s i z e .

This estimte  includes fixed co~onents  of $500,000 and $1,500 per guest room,
and a variable co~nent  at $2.00 per occupied room night.

~intenance  expenses  should  be  subs tant ia l ly  lower i n  t h e  e a r l y  y e a r s  o f
operation since the physical plant will be new and equipment warranties will be
in  ef fec t . Accordingly, adjustments were mde of 20 percent, 10 percent and 5
percent,  respectively, for the first  three years of operation.

I Energy a n d  U t i l i t i e s
1

The cost of electrical power, water service, and other utilities on a per room

I

basis was higher at t h e  co~arable  r e s o r t s  t h a n  a t  t h e  f u l l - s e r v i c e  h o t e l s .
~ergy costs incurred at the r e s o r t s  r a n g e d  from $2,300  to $4,000  Per available
room, and $12.00 to $18.00 per occupied room night. The fu l l -serv ice  hote ls
incurred energy costs of $1,1OO to $1,500  per available  room} and $4”00  to $5=0°

i
per occupied room night.

Due to the subjectts large size and the relatively inexpensive energy costs in

1 Alaska, we have estimated this expense at $500,000 PIUS $1,000 Per available
room plus $3.00 per occupied room night, for an overall cost of $2,590,000  in
the representative year.

Property Taxes

J Property taxes are calculated by applying the current levy rate of 1.6 percent
to  our  es t imate  of  the  assessed  va lue  of  the  proposed resor t  over  the  long

1
term. We p r o j e c t  p r o p e r t y  t a x e s  o f  $l,AOO p e r  guest room, Or $l,g603000>
stated in 1989 dollars.

)
Insurance

I Expenses included in this category consist  of property insurance and liabili ty
insurance. Property insurance is calculated as a percentage of the.value’  of
gross fixed assets, assumed to average $100,000,000 (in 1989 dollars)  over the
l i f e  o f  t h e  p r o j e c t . T h i s  y i e l d s a n  estimte  o f  $700 p e r  g u e s t  room”
Liabi l i ty  insurance , primrily  re la ted  to  the  sk i  a rea ,  is c a l c u l a t e d  a t  f i v e
percent o f  t o t a l  s k i  r e v e n u e . Consol ida t ion  of  these  insurance  estimtes
indicates a total expense of $1,390,000 for a representative year.

Ski Slope Land Lease)

i Ski slope land lease payments are estimted  at 3.0 percent of ski l i f t  revenue
(2.6 percent of total ski department revenue),

1

based on the anticipated terms
of an agreement between the State of Alaska and the developer.

Reserve for Replacement
I

Provis ion  has  been  made
J furnishings ,  f ix tures ,  and

I

for a reserve for the periodic r e p l a c e m e n t  o f
equipment. The annual contribution to this reserve

—
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i’s calculated at  “thr~e  percent of.  total r!evenue”s, a  ra t io .  consi-deqed r~asonable
for the type  and,  s ize  of  fac i l i t ies  proposed= During t h e  first ‘tw”years  o f
operation, a  s m i l e r reserve
furnishings will be new.

Net Operating Income

Net operating income is income
mrtization, and income taxes.

has b e e n  p r o j e c t e d since all  “equipment and

before  deduct ing  deprec ia t ion ,  rent ,  in teres t ,

ST’~OP ~~~OPERATING~ULTS

Our projections of the estimted  annual operating results of the subject hotel
for a representative future year, stated in 1989 dollars, and for the years 1992
through 2001 are presented on the following pages.

1,



. Projected Operating” tiesult8
1400 .Guest.Units “ : ‘ ;

. . . .

Total
------ ----

45X
$112.00

Per Room”
-- - --- - - . -

Per ORN(I)
------- ---

Ratios
- - - - - - -  - - -

Room Occupancy
Average Room Rate

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

918,396
9,362
2,902
5,857
3,285

557
------- ---

40, 359

9 1 1 2 . 0 0
57.00
17.67
35.66
20.00
3.39

25,754,000
13,107,000
4,063,000
8,200,000
4,599,000

780,000
-------- --
56,503,000
---- - --- - -

45. 6%
23. 2X
7.2X

14. 5x
8.1%
1.4%

------ ----
100. 0%

------ ----

--------  --

245.72
------- ---

Total

DEPARTMENTAL EXPENSES
RoomIs
Food & Beverage
Ski Department
Other Operated Departments

27.91
63.43
15.18
16.00

6,419,000
14,586,000
3,490,000
3,679,000

------ ----
28,174,000
----- -- -- -
28,329,000

4,585
10,419
2,493
2,628

------ ----
20,124

24. 9%
85. O%
42. 6X
80. OX

----- -- ---
49. 9X

----- -- ---
50. lx

----------

-------  ---

122.52
- - - - - - - -  - -

123.20

Total

DEPARTMENTAL INCOIIIE
---- - -- ---

20,235
--- - --- --- -------  ---- - - ------ -

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Maintenance
Energy  and  Ut i l i t i e s

22.77
12.65
13.31
11.26

-- -- - -----

3,739
2,079
2, 186
1,850

- -- --- ----
9,854

5,235,000
2,910,000
3,060,000
2,590,000

. - - -------
13,795,000
------ - ---
14,534,000
----------

9.3x
5. 2X
5. 4X
4.6X

------- ---
24. 4%

----- -- ---
59.99

----------
63.21

Total
----------

10,381
------- ---

INCOHE BEFORE FIXED CHARGES 25. 7X
------- - -- --------  --

FIXED CHARGES
Real Estate Taxes & Licenses
Building & Contents Insurance
Ski Slope Land Lease

8.52
6.04
0.93

3 . 5 X
2 .  5X
o. 4X

- - -  - - - - - - -

6 . 3 X
- - - - - - - - - -

1,400
993
152

- - -- - -----
2,545

1,960,000
1,390,000

213,000
--- ----- - -
3,563,000
----------
10,971,000
----------
1,695,000

----------
9,276,000

- ---------

---------  -

15.49
------ ----

47.71

Total
---------  -

7,836
---- ---- - -

INCO?lE  BEFORE RESERVE 19. 4%
----------

3. o%
----------

---- - --- - -

7.37
----- - ----

1,211
- - - ----- --

96,626

Reserve for Replacement

160 4X
- - - - - - - -  - -

9 4 0 . 3 4
- - - - - - - - - -

NET OPERATING INCOHE
------  ----

NOTE: Thie statement should be read subject to the comments in the attached report.

I (1) Occupied Room Night
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P r o j e c t e d  O p e r a t i n g  R e s u l t s Total Dollar Amounts
1400 Gue8t  Unite

1992 1993 1994 1995 1996
. ---- - - --- - - - - - - - -- - - -- - -- - - - - - --- - - - - -- -- - - - - - - - -

Room Occupancy 27X 36% 42X 45% 45x
Average Room Rate 9111.00 9126.00 9140.00 $147.00 9153.00

REVENUES
Rooms 15,315,000 23,179,000 30,047,000 33,803,000 35,182,000
Food 10,105,000 13,097,000 15,355,000 16,973,000 17,834,000
Beverage 3,133,000 4,060,000 4,760,000 5,262,000 5,529,000
Ski Department 6,512,000 7,868,000 9,266,000 10,464,000 11,158,000
Other Operated Departments 3,148,000 4,387,000 5,348,000 5,988,000 6,258,000
Retail Lease Income 297,000 620,000 972,000 1,016,000 1,061,000

- - - ---- - - - -- - - - - - - -- - - --- - - - -- ---------- - - -- - - -- - -
Total 38,510,000 53,211,000 65,748,000 73,506,000 77,022,000

---------- ---------- -------- -- ---------- ----------
DEPARTMENTAL EXPENSES

Rooms 5,225,000 6,557,000 7,616,000 8,358,000 8,734,000
Food & Beverage 11,560,000 14,739,000 17,151,000 18,895,000 19,847,000
Ski Department 3,413,000 3,779,000 4,158,000 4,502,000 4,749,000
Other Operated Departments 2,519,000 3,510,000 4,279,000 4,791,000 5,006,000

----- - ---- --- ------ - --- ---- - -- ---- - - - --- ---- -- ----
Total 22,717,000 28,585,000 33,204,000 36,546,000 38,336,000

------ ------ -------- ------ ---- ------ ----- ------- --
DEPARTMENTAL INCO?lE 15,793,000 24,626,000 32,544,000 36,960,000 38,686,000

---------- - ------ --- - - -------- ------ - - -- --- - - -----
UNDISTRIBUTED OPERATING EXPENSES

Adtninistrative and General 4,458,000 5,251,000 6,197,000 6,812,000 7,133,000
Harketing 3 , 2 6 3 , 0 0 0  3 , 4 1 5 , 0 0 0  3 , 6 0 7 , 0 0 0  3 , 7 8 9 , 0 0 0  3 , 9 5 9 , 0 0 0
Property Maintenance 2 , 7 3 9 , 0 0 0  3 , 0 9 7 , 0 0 0  3 , 4 5 9 , 0 0 0  3 , 9 8 4 , 0 0 0  4 , 1 6 3 , 0 0 0
Energy and Utilities 2,640,000 2,923,000 3,170,000 3,372,000 3,524,000

---- --- - -- - ---- - ---- ------ ----- ---------  ------  ----

T o t a l

INCOHE BEFORE

FIXED CHARGES
Real Estate

13,100,000 14,686,000 16,433,000 17,957,000 18,779,000
---- - - ---- - - ------- - ----------  --------  - - ---- - -----

FIXED CHARGES 2,693,000 9,940,000 16,111,000 19,003,000 19,907,000
------  ---- --- - - - - --- - -------  -- --- - ------ ---------  -

Taxes & Licenses 2 , 2 3 6 , 0 0 0  2,337,00Q  2 , 4 4 2 , 0 0 0  2 , 5 5 2 , 0 0 0  2 , 6 6 7 , . 0 0 0
Building & Content8  Insurance 1,444,000 1,562,000 1,684,000 1,799,000 1,891,000
Ski Slope Land Lease 169,000 205,000. 241,000 272,000 290,000

---------- ----------  ----------  --------  -- ----------

Total 3,849,000 4,104,000 4,367,000 4,623,000 4,848,000
---------  - --- - - -----  --------  -- ----------  - - - -- - -- - -

INCOME BEFORE RESERVE (1,156,000) 5,836,000 11,744,000 14,380,000 15,059,000
------  ---- ------  ---- ------- -- - ----------  ----------

Reserve for Replacement 385,000 1,064,000 1,972,000 2,205,000 2,311,000
-- -------- - - --------  --------  - - ---------- --------  - -

NET OPERATING INCOllE (1,541,000) 4,772,000 9,772,000 12,175,000 12,748,000
- --------- ------  - --- --- --- - --- ---------- ----------

NOTE: This statement 6hould be read Bubject to the comments in the attached report.
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P r o j e c t e d  O p e r a t i n g  Re8ults Total Dollar Amounts
1400 Guest units ‘

.. “., .,.
1997 1 9 98” 1999 2 0 0 0

2001” “:”

. - - - -- - - - - - - - - - - - - - - - - - - - - -- -- - - - - - - ---- ------ ----
Room Occupancy 45% 45x 45% 45% 45x
Average Room Rate 9159.00 9166.00 9174.00 9182.00 9190.00

REVENUES
ROOUIS
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

I Total
J

DEPARTMENTAL EXPENSES

I
Rooms

I Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCO?lE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Maintenance
Energy and Utilitie8/i

i Total

1 INCOME BEFORE FIXED CHARGES

FIXED CHARGES
Real Estate Taxes & Licenses
Building L Contents Insurance
Ski Slope Land Lease

Total

INCOHE BEFORE RESERVE

Reeerve for Replacement

NET OPERATING INCOHE

36,562,000 38,172,000 40,011,000 41,851,000 43,690,000
18,634,000 19,467,000 20,348,000 21,264,000 22,217,000
5,777,000 6,035,000 6,308,000 6,592,000 6,887,000
11,758,000 12,,367,000 12,982,000.13,680,000  14,394)000
6,539,000 6,834,000 7,141,000 7,462,000 7,798,000
1,109,000 1,159,000 1,211,000 1,266,000 1,323,000

--------- - ----- - ---- ---------- --------- - - -- -------

80,379,000 84,034,000 88,001,000 92,115,000 96,309,000
------- - -- - -- ------ - - - -------- - ----- ---- ------- - --

9 , 1 2 7 , 0 0 0  9 , 5 3 8 , 0 0 0  9 , 9 6 7 , 0 0 0  1 0 , 4 1 6 , 0 0 0  1 0 , 8 8 4 , 0 0 0
2 0 , 7 3 7 , 0 0 0  2 1 , 6 6 5 , 0 0 0  2 2 , 6 4 5 , 0 0 0  2 3 , 6 6 4 , 0 0 0  2 4 , 7 2 4 , 0 0 0

4 , 9 8 2 , 0 0 0  5,222,000  5 , 4 6 9 , 0 0 0  5 , 7 3 8 , 0 0 0  6 , 0 1 6 , 0 0 0
5 , 2 3 1 , 0 0 0  5 , 4 6 7 , 0 0 0  5 , 7 1 3 , 0 0 0  5,970,000 6,239,000

- - - - - -  - - - -  - - -  - - - -  - - - - -  - - - - - - - -  - - - - - -  -  -  - -  -  -  - - - -  - - - -

4 0 , 0 7 7 , 0 0 0  4 1 , 8 9 2 , 0 0 0  4 3 , 7 9 4 , 0 0 0  4 5 , 7 8 8 , 0 0 0  4 7 , 8 6 3 , 0 0 0
- - - -  - - - - -  - - ---  - - - - - -  -  - -  -  - - - - - -  - - - - - - - - -  -  -  - - - -  - - -  - - -

4 0 , 3 0 2 , 0 0 0  4 2 , 1 4 2 , 0 0 0  4 4 , 2 0 7 , 0 0 0  4 6 , 3 2 7 , 0 0 0  4 8 , 4 4 6 , 0 0 0
- - - - - - - - - -  - - -  - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  - - -  - -  - - - -  -

7,447,oOO 7,784,000 8,148,000 8,525,000  8,912,000
4,138,000 4,324,000 4,518,000 4,722,000 4,934,000
4,351,000 4,547,000 4,751,000 4,965,000 5,188,000
3,682,000 3,848,000 4,021,000 “4,202,000 4,391,000

--------- - ---------- ---------- ------ - -- - - --- -- ----
19,618,000 20,503,000 21,438,000 22,414,000 23,425,000
---------- ----- ----- --------- - ---------- ------- -- -
20,684,000 21,639,000 22,769,000 23,913,000 25,021,000
--- -,------ ---------- ---------- ---------- ------ -- --

2,787,000 2,9i2,000 3,043,000 3,180,000 3i3~3iOOO”
1,981,000 2,075,000 2,171,000 2,274,000 2,381,000

306,000 322,000 338,000 356,000 374,000
--------- - -------- -- ---------”- - - - ------- ---- -- ----
5,074,000 5,309;000 5,552,000 5,81O,OOO 6,078,000
---------- -------- - - --’-------- ---------- - - --------
1 5 , 6 1 0 , 0 0 0  1 6 , 3 3 0 , 0 0 0  1 7 , 2 1 7 , 0 0 0  1 8 , 1 0 3 , 0 0 0  1 8 , 9 4 3 , 0 0 0
- - - - - - - - - - - - - - - - - - - -  - - - -  - - - - - -  - - - -  - - - - - -  - - -  - -  -  - - - -

2 , 4 1 1 , 0 0 0  2 , 5 2 1 , 0 0 0  2 , 6 4 0 , 0 0 0  2 , 7 6 3 , 0 0 0  2,889,000
- - - - - - - - - - - - - - - - - - - -  - - - - - - - - - -  - - - - -  - - - - -  - - - - - - - - - -

1 3 , 1 9 9 , 0 0 0  1 3 , 8 0 9 , 0 0 0  1 4 , 5 7 7 , 0 0 0  1 5 , 3 4 0 , 0 0 0  1 6 , 0 5 4 , 0 0 0
- - - - - - - -  - - - - - - - - - - - -  - - - - - - - - - -  - - -  - - - - - - - - - - - - - - - - -

NOTE: This statement should be read subject to the comments in the attached report.

—
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PFojected  Operating R-esults
14.00 Gueit UnifB “

Room Occupancy
Average Room Rate

REVENUES
RoomB
Food
Beverage
Ski Department
Other Operated Departments
Retai l  Lease Income

Total

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCOHE

x-9

Ra,tios to Revenue
. .. . . .“,... . . . . -.

i992 “ 1993 1994 1995 1 9 9 6
_- - - - - -- - - - -- - - -- --- - -- - - - - - -- - -- - - - - - - - -- - - --- -- -

27X 36X 42% 45x 45%
9111.00 9126.00 9140.00 9147.00 9153.00

39. 8% 43. 6X 45.72 46. O% 45. 7%
26. 2% 24. 6X 23. 4% 23. 1X 23. 2%
a. lx 7.6X 7.2% 7.2% 7.2%

16. 9X 1.4. 6% 14.1% 14. 2x 14. 5%
8.2X 8/2% 8. 1% 8. 1% 8. 1X
O. 8X 1.2% 1.5X 1. 4X 1.4X

-------- -- ---------- ---------- ---------- ----------
100. 0% 100. o% 100. 0% 100. 0% 100. 0%

________ ------- ------ ------- ---------- ------ ------

34. 1% 28. 3X 25. 3X 24. 7% 24. 8%
87. 3% 85. 9X 85. 3% 85. 0% 85. 0%
52. 4% 48. 0% 44. 9x 43. o% 42. 6X
80. O% 80. 0% 80. 0% 80. OX 80. 0%

-- - ---- - -- ---- - ----- ---- ---- -- - - - ------- --- - --- - - -
59. o% 53. 7% 50. 5% 49. 7X 49. 8X

------- --- ------ - - -- -- - -- - --- - ----- --- -- ---- - -- -- -
41. ox 46. 3% 49. 5X 50. 3% so. 2X

-- --------  ------- - -- --- ---- --- ----------  ----------

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General 11.6X 9.9X 9. 4% 9.3% 9. 3X
Harketing 8. 5% 6.4% 5. 5% 5. 2X 5. lx
Property Maintenance 7. 1% 5.8% 5.3X 5. 4% 5.4X
Energy and Utilities 6.9X 5.5X 4.8% 4.6X 4. 6%

Total

INCOME BEFORE

FIXED CHARGES
Real Estate

- -----  --- - ---- - - --- - - - --- -----  - - ------  - - ----------

34. 0% 27. 6X 25. OX 24. 4% 24. 4X
---------- ---------- ---------- ---------- ----------

FIXED CHARGES 7. o% 18. 7X 24. 5X 25. 9X 25. 8X
-- ------- - ----- ----- -- - --- ---- - - ------- - ----------

Taxes & Licenses 5.8% 4.4% 3*7X 3’.i% 3.5X
Building & Contents Insurance 3.7X 2. 9% 2.6X 2.4X 2. 5X
Ski Slope Land Lease 0. 4x o. 4% o. 4X o. 4x” o. 4%

--- ------- -------- - - ---------- ---------- ----------
Total 10. o% 7.7x 6.6% 6.3X 6. 3X

---------- -------- - - --- ------- ---------- ----------
INCOME BEFORE RESERVE -3. o% 11.0% 17. 9X 19. 6X 19. 6X

---------- ---- - ----- ---------- - --------- ----------
Reserve for Replacement 1.0% 2. o% 3. o% 3. 0% 3.0%

---------- ---------- --------- - - ------- -- ----------
NET OPERATING INCOHE -4. 0% 9. o% 14. 9x 16. 6% 16. 6%

---------- ------ - --- ------ ---- -- - ---- --- ----------

NOTE: This statement should be read subject to the comments in the attached report.
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Projected Operating Res.qlts . . Ratioa  t o  R e v e n u e
.1400 Guest. .Uni~s ..’. . .

1997 i998  “i999” 2000 .2001” ‘“
:------ ------ -------  ------- ------ ------- ------- ---

Room O c c u p a n c y 45X 45% 45% 45% 45x
Average Room Rate 9159.00 9166.00 9174.00 9182.00 9190.00

REVENUES
Rooms
Food
Beverage

S k i  D e p a r t m e n t
Other Operated Departments
Retai l  Lease Income

1 Total

DEPARTMENTAL EXPENSES
I Rooms

Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCOHE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Maintenance
Energy and Utilities

I
[ Total

I INCOIIE BEFORE FIXED CHARGES
I

FIXED CHARGES
Real Estate Taxes & License
Building k Contents Insuran
Ski Slope Land Lease

Total

INCOME BEFORE RESERVE

Reserve for Replacement

NET OPERATING INCOHE

45. 5% 45. 4% 45. 5x 45. 4X 45. 4X
23. 2X 23. 2X 23. 1% 23. 1% 23. 1X
7.2X 7. 2X 7.2% 7.2X 7.2x

14. 6% 14. 7% 14.8% 14.9% 14. 9X
8. 1X 8. 1% 8. 1% 8. 1% 8. 1X
1.4% 1.4X 1. 4% 1.4X 1.4X

---------- ------- -- - ------- -- - ---------- ------ ----
100. 0% 100. 0% 100. o% 100. 0% 100. 0%

-- - - - - - --- --- - - - - --- -- - - - ----- ------ - - -- ----------

25. 0% 25. 0% 24. 9X 24. 9X 24. 9X
84. 9X 85. 0% 85. O% 85. 0% 85. 0%
42. 4% 42. 2X 42. 1% 41. 9X 41. 8%
80. O% 80. 0% 80. 0% 80. O% 80. 0%

-------- - - .--------- ---------- - - -- - ----- ----- - --- -
49. 9X 49. 9% 49. 8% 49. 7X 49. 7X

- - - - - - - --- ---- - -----  --- - - - - - -- -----  - -- -- --- -- - - - --

50. 1% 50.1% ““ 50.2% 50.3X” 50. 3%
- --------- ---------- ---------- -- - ------- -- - - ------

9. 3x 9.3X 9.3X 9. 3X 9.3%
5. lx 5. lx 5. 1% 5. lx 5. lx
5. 4% 5. 4% 5.4X 5. 4X 5.4X
4.6% 4.6X 4,6X 4.6X 4.6X

- -- --- ---- -- - ------- ---------- --------- - ----------
24. 4% 24. 4X 24. 4% 24. 3% 24. 3%

---------- - --------- --------- - ------- --- ----------

25. 7X 25. 8X 25. 9X 26. OX 26. O%
--------- - ------- --- ---------- - -- ---- - - - -------- - -

3.5x”
2. 5%
o. 4%

----------  ------

6.3X
---------- ------

3.5X””
2. 5X
o. 4x

---- ------

6. 3X
- - - - - - - - - -

3. 5% 3.5X 3. 5%
2. 5% 2. 5% 2.5X
o. 4X o. 4% o. 4%

---- - - ---- - --- ------ . ---
6. 3X 6.3% 6.32

---- -- ------  - - --------  --

19. 4x 19. 4x 19. 6X 19. 7% 19. 7X
---------- ---------- ---------- --------- - ----- -----

3.0% 3. 0% 3. o% 3. ox 3.0%
---------- ----------  ----------  ---- - ----- ----------

16. 4% 16. 4X 16. 6X 16. 7% 16. 7%
--------- - ---------- ------ ---- --- - ------ ----------

NOTE: This statement should be read subject to the commente in the attached report.
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Projected,Operating  Results
1400 GuestUnlts,”:

Room Occupancy
Average Room Rate

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

Total

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

T o t a l

DEPARTMENTAL INCOME

A n n u a l  Amount8  P e r  Available R o o m,.... . ... . . .,..
1992 1993 ‘1994 ““ 1995 1996 “ “

- - - -- - - - - . - - - - -- - - -- - - - - -- - - - - - --- - -- - - - - - - - - - - - - -
27X 36% 42X 45X 45%

9111.00 $126.00 9140.00 9147.00 9153.00

!310, 939 916, 556 921,462 924, 145 S25, 130
7,218 9,355 10,968 12, 124 12,739
2,238 2,900 3,400 3,759 3,949
4,651 5,620 6,619 7,474 7,970
2,249 3; 134 3,820 4,277 4,470

212 443 694 726 758
---- ----- - - - --- -- -- - ------ ---- - --- - ----- --- ------ -

27,507 38,008 46,963 52,504 55,016
--------- - ---------- ---------- --------- - --------- -

3,732 4,684 5,440 5,970 6,239
8,257 10,528 12,251 13,496 14, 176
2,438 2P 699 2,970 3,216 3,392
1,799 2,507 3,056 3,422 3,576

-- - ------ - --- -- ---- - - ------ --- - -- --- ---- - -- ----- --
16,226 20,418 23,717 26, 104 27,383

----- --- - - - - ------ -- ------ ---- --------- - ----------
il;281 “17, 590 23,246 26,400 27,633

-----  - ---- ---------- ----------  ------- --- ----- -----

UNDISTRIBUTED OPERATING EXPENSES
Admlni6trative  and General 3, 184 3,751 4,426 4,866 5,095
Harketing 2,331 2,439 2,576 2,706 2,826
Property Maintenance 1 ,956 2,212 2,471 2,846 2,974
Energy and Utilities 1,886 2,088 2,264 2,409 2,517

------ - -- - ----- - ---- ---------- --------- - ------ ----

Total 9,357 10,490 11,738 12,826 13,414
---------- -- - ------ - ---------- ---------- ------- ---

INCOHE BEFORE FIXED CHARGES 1,924 7, 100 11,508 13,574 14,219
----- ----- ---------- ----- - ---- - - -------- -- - -------

FIXED CHARGES,
Real Estate Taxes & Licenees 1,597 1,669 “1, 744 1,823 1,905
Building 6 Contents Insurance 1,031 1, 116 1,203 1,285 1,351
Ski Slope. Land Lease 121 146 172 194 207

- - - - - -- - -- ---------- ----------- ---------- - ---------

Total 2,749 2,931 3,119 3,302 3,463
---- ------ ---------- ---------- ---------- ----------

INCOME BEFORE RESERVE ( 826) 4, 169 8,389 10,271 10,756
--------- - ---------- ------- --- ------ - -- - ---- - -----

Reserve for Replacement 275 760 1,409 1,575 1,651
-- - ---- - -- ---- --- - -- ---------- ---------- -------- --

NET OPERATING INCOHE (91,101) $3,409 96,980 98,696 S9, 106
----- - ---- ---------- ---------- --- - - - ---- ----------

NOTE: This etatement should be read subject to the comments in the attached report.
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P r o j e c t e d  O p e r a t i n g  .Re6ult6_ “ ~~ .Annual. Amounts  P e r  A v a i l a b l e  Room. .;. ‘, ,,

. . . . .
lAOO Guest I.inits” “U

. . . . . .

1997 ‘1998 1999 2000 ‘“ 2 0 0 1
.- - -- - - - - - - -- - - - - - -- ------- --- -------- -- -------- --

Room Occupancy 45x 45x 45% 45% 45%
Average Room Rate 9159.00 9166.00 9174.00 $182.00 9190.00

REVENUES
Room=
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

I Total

DEPART?lENTAL EXPENSES

I
Rooms
Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCO?lE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Maintenance
Energy and Utilities

~
Total

INCOHE BEFORE FIXED CHARGES

FIXED.CHARGES
Real Estate Taxe6  & LICenBeS

Building 6 Contents Insurance
Ski Slope Land Lease

Total

INCOME BEFORE RESERVE

Reserve for Replacement

NET OPERATING INCOIIIE

926, 116
13,310
4, 126
6,399
4,671

792
----------

57,414
------- ---

927,266 $28,579 929,894 S31, 207
13,905 14,534 15,189 15,869
4,311 4,506 4,709 4,919
8,834. 9,273 9,771 10,281
4,881 5,101 5,330 5,570

828 865 904 945
__________ - - - - - ----- - - ------- - - - --- - -- --

60,024 62,858 65,796 68,792
------- ------ ------- -------- ------ ------

6,519 6,813 7, 119 7,440 7,774
14,812 15,475 16, 175 16,903 17,660
3,559 3,730 3,906 4,099 4,297
3,736 3,905 4,081 4,264 4,456

------ ---- --- -- --- - - - - -------- ------ ---- ---- ---- --
28,626 29,923 31,281 32,706 34, 188

---------- --------- - ------- --- -------- -- --------- -
28,787 30, 101 31,576 33; 091 34,604

---------- --------- - ------ -- -- - ----- ---- ------ ----

5, 319 5,560 5,820 6,089 6,366
2 ,956 3,089 3,227 3,373 3,524
3, 108 3,248 3,394 3,546 3,706
2,630 2,749 2,872 3,001 3,136

-- -- ------ -- - -- ----- ---------- ---------- --------- -

14,013 14,645 15,313 16,010 16,732
-- -------- - - --- - --- - -- - ----- -- ---------- ----- - ----

14,774 15,456 16,264 17,081 17,872
---------- - - --- - - --- - -------- - ------- --- -- ------- -

1 , 9 9 1 2;080“ 2, 174 2,271 2,374
1,415 1,482 1, 551 1,624 1,701
2 1 9 230 241 254 267

---------- ----- ----- ------- - -- ---------- -------- - -
3,624 3,792 3,966 4, 150 4,341

-------- - - -- - ---- - - - ---------- -- - ------- ----------
11, 150 11,664 12,298 12,931 13,531

--------- - -- - --- - --- ---- --- - -- - --------- ----- - ----
1,722 1,801 1,886 1,974 2,064

--------- - -- - ----- -- ----- -- --- ------ - - -- --- --- ----
$9,428 99,864 $10,412 910,957 911,467

-- - ------- ---- ---- -- ------ ---- - --------- ------ ----

NOTE: This Btatement should be read subject to the comments in the attached report.
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P r o j e c t e d  0peratlng”RbBult6
1.+00 Guest  Unit6..

Room Occupancy
Average Room Rate

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

Total

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Department

Total

DEPARTMENTAL INCOME

.Aw,unt8.Per Occupied Room N~ght, ,
. . ...

‘1992 ‘1993’ .19j4 1995’ ~g96:,. “
--------- - --------- - -------- -- -------- -- ------ ----

27X 36% 42% 45X 45X
$111.00 S126. 00 $140.00 $147.00 $153.00

$ 1 1 1 . 0 0 S126. 00
7 3 . 2 4 7 1 . 1 9
2 2 . 7 1 2 2 . 0 7
4 7 . 2 0 4 2 . 7 7
22.82 2 3 . 8 5

2 . 1 5 3 . 3 7
- - ----- -- - - - - - -  - -  - - -

2 7 9 . 1 2 2 8 9 . 2 5
- - - - - - - - -  - - - - - - - - -  - -

S140. 00 9147.00 9153.00
71.55 73.81 77.56
22.18 22.88 24.04
43.17 45.51 48.52
24.92 26.04 27.21
4.53 4.42 4.61

- ----- - -- - - -- - --- --- ----------
306.35 319.66 334.95

-------- -- -------- -- ----------

37.87 35.64 35.49 36.35 37.98
83.79 80.12 79.91 82.17 86.31
24.74 20.54 19.37 19.58 20.65
18.26 19.08 19.94 20.83 21.77

-- - - ---- - - - ---- - - --- --- - ----- - -- - ----- -- - ------ --- ,

164.65 155.39 154.71 158.93 166.71
----- - ---- ---- --- --- - - -------- --- - ----- - -- - - --- ---

114.47 133.87 “ “15i.64’ 160.73 168.’24
---------- -- -----  - -- ---------  - ----------  ----------

UNDISTRIBUTED OPERATING EXPENSES
Admin18trative  and General 32.31 28.54 28.87 29.62 31.02
Marketing 23.65 18.56 16.81 16.48 17.22
Property Maintenance 19.85 16.84 16.12 17.33 18.10
Energy and Utilities 19.13 15.89 14.77 14.66 15.33

---------- --- - - ---- - -----  -- --- -- - ------- ----------

Total

INCOME BEFORE

FIXEDCHARGES
Real Estate

94.95 79.83 76.57 78.09 81.67
---------- ---------- ----------  ----------  ----------

FIXED CHARGES 19.52 54.03 75.07 82.64 86.57
-- - ------- -----  - ---- ------- - -- --- - --- - -- - - - -------

Taxes & Licenses 16.21 ‘“ 12.70 11.38 11.10 .il.60 ““
Building & Contents Insurance 10.47 8 .49
Ski Slope Land Lease 1 . 2 2 1 . 1 1

-- - ---- - -- ----------

Total 27.90 22.31
---------- ----------

INCOIiE BEFORE RESERVE (8.38) 31.72
---------- -,- --------

Reserve for Replacement 2.79 5.78
---------- ----------

NET OPERATING INCOHE (911.17) $25.94
------- - -- ----------

7.85
1.12

---, --------
20.35

----------

54.72
----- --- - -

9.19
-------- --

$45.53
-------  - - -

7.82
1.18

---------  -

20.10
-- --------

62.54
----------

9.59
---- - - -- - -

S52. 95
------- ---

8.22
1.,26

----” ----- -
21.08

-------- - -
65.49

-------- - -
10.05

-------  - --

$55.44
----------

NOTE: This statement should be read subject to the comments in the attached report.
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‘Projected OpekatJng ‘ReBultB ‘. . “Amou”nts’ Per Occupied Room Night . .
‘1400 Guest Units . . .,.,. ,..

i997 : 1998 1999 “2000 2001
------- ------ ------- ------- ------ ------- ------- ---

Room Occupancy 45x 45X 45x 45% 45x
Average Room Rate $ 1 5 9 . 0 0 9 1 6 6 . 0 0 9 1 7 4 . 0 0 9 1 8 2 . 0 0 9 1 9 0 . 0 0

REVENUES
Roons
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

DEPARTMENTAL EXPENSES

1
Room8
Food & Beverage
Ski Department
Other Operated Departments,

)
Total

DEPARTMENTAL ”INCOHE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Maintenance

I
Energy and Utilities

T o t a l

I
INCOME BEFORE FIXED CHARGES

FIXED CtiARGES
Real Estate Taxes & Licensee
Building & Contents Insurance

Skl Slope Land Lease

Total

INCOME BEFORE RESERVE

Reserve for Replacement

$ NET OPERATING INCOME

NOTE: This statement
I

9159.00 9166.00 9174.00 9182.00 9190.00
81.04 84.66 88.49 92.47 96.62
25.12 26.24 27.43 28.67 29.95

51.13 53.78- 56.46 59.49 62.60
28.44 29.72 31.05 32.45 33.91
4.62 5.04 5.27 5.51 5.75

------ - --- ----- ----- - ------- -- - - --- - - --- -- - - - - - ---
349.55 365.44 382.70 400.59 418.83

------- ------ ------- -------- -- -------- -- ----------

3 9 . 6 9 4 1 . 4 8 4 3 . 3 4 4 5 . 3 0 4 7 . 3 3
9 0 . 1 8 9 4 . 2 2 9 8 . 4 8 1 0 2 . 9 1 1 0 7 . 5 2
2 1 . 6 7 2 2 . 7 1 2 3 . 7 8 2 4 . 9 5 2 6 . 1 6
2 2 . 7 5 2 3 . 7 7 2 4 . 8 4 2 5 . 9 6 2 7 . 1 3

- - - - - -  - - -  - - -  - - - - - -  - .  - - - -  - - - - - -  -  - - - - -  -  - - -  - - -  -  - - - - - -

1 7 4 . 2 9 1 8 2 . 1 8 1 9 0 . 4 5 1 9 9 . 1 2 2 0 8 . 1 5
- - - -  - _ _ _ _ _  - - -  - - - - - - -  - ---  -----  -  ---  -  -  ---  -  -  -------  ---

1 7 5 . 2 6 1 8 3 . 2 7 1 9 2 . 2 5 ‘201. 47 2 1 0 . 6 8
- - - -  - - - - - -  - - -  - - - - - -  -  - - -  -  - - - - - -  - -  - - - - - -  - - - - - - - - - - - -

3 2 . 3 9 3 3 . 8 5 3 5 . 4 3 3 7 . 0 7 3 8 . 7 6
1 8 . 0 0 1 8 . 8 0 1 9 . 6 5 2 0 . 5 3 2 1 . 4 6
1 8 . 9 2 1 9 . 7 7 2 0 . 6 6 2 1 . 5 9 2 2 . 5 6
1 6 . 0 1 1 6 . 7 3 1 7 . 4 9 1 8 . 2 7 19.10

- - - - -  - - -  - -  - - -  - - - - - - - - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -

8 5 . 3 1 8 9 . 1 6 9 3 . 2 3 9 7 . 4 7 1 0 1 . 8 7
. - - - - - - - - -  -  - - ----  ---  --  ------  -  -  ------  -  -  -- - - - - - - - - - -

8 9 . 9 5 9 4 . 1 0 9 9 . 0 2 1 0 3 . 9 9 108.81
- - -  - -  - - -  - -  - -  - - - - - - - -  - - -  -  - - - - - -  - - - - - - -  -  - - -  -  - -  - - - - - - -

1 2 . 1 2 1 2 . 6 6 13.23 1 3 . 8 3 1 4 . 4 5
8 . 6 1 9 . 0 2 9 . 4 4 9 . 8 9 1 0 . 3 5
1 . 3 3 1 . 4 0 1 . 4 7 1 . 5 5 ’ 1 . 6 3

- - - - - - - - -  - - - - - - - - - - -  - -  - - - -  - - - -  - - - - - - - - -  - - - - - -  - - - - -

2 2 . 0 7 2 3 . 0 9 2 4 . 1 4 2 5 . 2 7 2 6 . 4 3
- - - - - -  - - - -  - - - - - - - -  -  -  - - -  -  - - - - - -  - - - - - - - - -  - - - - - - - - - - -

6 7 . 8 8 7 1 . 0 2 7 4 . 8 7 7 8 . 7 3 8 2 . 3 8
- - - - - -  - - - - - - -  - - - - - - -  - - - - - - -  - - -  - - - - - - - -  - -  - - - - - - - - - -

1 0 . 4 8 1 0 . 9 6 1 1 . 4 8 1 2 . 0 2 1 2 . 5 6
- - ------ -- ---------  - - -----  ---- --- -- -- - - - ----------

9 5 7 . 4 0 9 6 0 . 0 5 9 6 3 . 3 9 $ 6 6 . 7 1 S69. 82
---------- ----------  --- - - ---- - ------  ---- -------- - -

Bhould be read subject to the comments in the attached report.

—
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D’,~ _,,FI=Iw, .AND ~ mH_ ., .  ., . . .. . .

The cost to develop the proposed resort is’ discussed ‘in this sec t ion .  Cost
estimates are based on information provided by the developer, current industry
standards as reported by an independent valuation service, and the experience
of other hotel and resort developments.

We then apply a financing scenario to our projections of operating performance
and project cost, assuning conventional financing terms as reported in an
industry survey. The results include projections of annual net cash flow and
return to the equity investment.

ESTIM4TED ~ m

Developerfs Estimate
I

} Presented on the table below are the estimates of
provided by the developer.

I ESTMTED  ~~
(Developer’s Estimte)

~
! S i t e

Land Acquisition (Resort) 1,600,

the

000

I

Land Acquisition (Golf Course)
U t i l i t i e s  a n d  R o a d s

Construction &Equipment
Hotels and Apartments
Ski Area Development
Resort Infrastructure

Preliminary Expenses
Planning and Consultancy
Preopening Expenses
Working Capital

2,800,000
12,204,000

cost of the project as

16,604,000

178,893,000
112,998,000

41,007,000
24,888,000

34,493,000
23,493,000

6,000,000
5,000,000

tinstruction  Period In t e r e s t

Total Development Cost

22,853,000

$252,842,000

Pannell  Kerr Forster/Valuation Service Estimate

To test the reasonableness of the estimte provided by the developer,  we have
prepared independent projections of various components of project cost.

We have estimated structural costs using the Marshall and Swift Valuation Service.
This service is a nationally recognized cost service used by appraisers and real
es ta te  analys ts for estimates of cost new on virtually all building types.

The calculator method, which develops costs on a square foot basis, accounts
f o r  a l l  d i r e c t  b u i l d i n g  c o s t s , norml s i te  improvements ,  a rchi tec tura l  and
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I
. . . . engineering fees, cont:ractorls overhead and profit,, sales tax, construction ~

1..1 “. Ioan. feeSj aid construction period inierest. “In the estim:te p~.ovidd by the ~.,,) developer, construction interest and “architectural and engineering fees were
shown separately.

The costs of furnishings, equipment, startup period expenses, legal or accounting
costs, and entrepreneurial profit are not included in the Marshall and Swift
estimate of structure cost. These costs have been estimted on a line-item basis
using estimates provided by the cost service and the results of industry surveys.

Land Acquisition and Site Develounent

I

I
I

I
i

The actual purchase price of the resort site and the anticipated cost of the
site of the proposed golf course were reported by the developer.

The developer has also provided estitnates  of the cost of road construction and
o f  i n s t a l l a t i o n  a n d  l i n k a g e  f o r  u t i l i t i e s . These estimates were reportedly
prepared in cooperation with the relevant departments of the Municipality of
Anchorage, and are considered reliable for purposes of this report.

Structure @sts

Estimates of structure cost are dependent upon the size,  type, and quality of
the  var ious  bui ld ings  a t  the  resor t . We have been provided with preliminary
plans for the develo~nt  and with with updated information on the proposed
gross  bui ld ing  area  of  se lec ted  uni t s . Our  es t imates  of  s t ructure  cos t  are
subject to change as the nature and scope of the project is refined.

This estimate assumes that the mjority of the buildings are good to excellent
quality Class D construction. The supporting structures would be high-quality
wood framing, with effective temperature insulation. Wood siding would overlay
the framing to provide an Old West appearance.

The hotels would rise three floors above grade; the sloping topography would
allow for exposed basement levels as well. The retail  structures would have
shops  on  the  s t ree t  leve l  and two f loors  of  apar tments  above;  the  ra in ing
apartments would be stacked in two-story buildings. The convention/recreation
building and the remaining structures would have one to three levels.

The valuation service provides cost estimates per squa,re foot. Planned gross
building areas ”for most buildings were provided by the developer. Develo~nt
costs of the ski center and mountain lodges have been inc luded in  a  gross
estiniate  of ski development costs, presented b e l o w .

~sts per square foot have been adjusted from the national averages to account
for the higher prevailing wages and materials costs in Anchorage. According to
Marshall and Swift, Anchorage costs are 49 percent greater than the U.S. average.

Furniture, Fixtures, and Equipment

Furnishings for the guest rooms of the hotels are estimated to cost $8,000 per
u n i t , a figure which averages in  the  cos t  of  con’rnon a r e a  f u r n i s h i n g s  a n d
equipment. Apartment furnishings are estimated to cost $7,500 per unit ,  with
an additional $3,500 for built-in appliances.
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A  l u m p  sum es t imate-  of  $300,,000  is i n c l u d e d  f o r  t h e ’  c o n v e n t i o n  a n d .  b a n q u e t  ~~
f ac i l i t ies- , “ inc luding  chai rs ,  tablesi.”and  kitchen ,equipnt. An additional ~
$ 5 0 0 , 0 0 0  i s  p r o v i d e d  t o  e q u i p  t h e  f r o n t  o f f i c e  a n d  t h e .  r e c r e a t i o n ’  c e n t e r .

Ski Area

The cost of the ski area is projected at a rounded figure of $46,000,000. This
est imte includes i n i t i a l g r a d i n g  a n d  s h a p i n g  o f  t h e  s l o p e s  a n d  r u n s ;
c o n s t r u c t i o n  o f  t h e  s k i  c e n t e r , warm-up lodge ,  and mounta in  res taurant ;
equipment and furnishings for these facilit ies; construction of service roads;
and related costs.

The cost estimate for ski development is consistent with a preliminary estimate
provided by Snow Engineering, a firm which specializes in the development of
winter r e c r e a t i o n a l  f a c i l i t i e s . W h i l e  t h e  f i g u r e  c a n n o t  b e  c o n s i d e r e d
c~letely  re l iab le  in  advance  of  a  thorough cos t  ana lys is ,  i t  i s  cons idered
adequate for the purposes of this report.

Golf tiurse

According to the ~rshall  and Swift service, the cost to deveIop and  equip  a
golf course ranges from $30,000 to over $100,000 per hole. Even higher costs
have been incurred where the terrain is particularly difficult .

The site of the proposed course would border a wuntainous  area ,  and could
eas i ly  fa l l  a t  the  upper  end of  the  range  repor ted  by  the  cos t  serv ice .  In
addition, the  49  percent  cos t  d i f ferent ia l  repor ted  for  genera l  cons t ruc t ion
costs in Anchorage as compared to the nation as a whole my also apply to
course construction.

The developer has provided a preliminary estimate of $3,000,000 for development
of the 18-hole course, or $167,000 per hole./

Based on the terrain of the site
and the regional differential , this estimate is considered reasonable.

Swirrraing  Pool and Spa

A tota l  of  $273,000 i s  pro jec ted  as  the  cons t ruc t ion  cos t  for  the  swimning
pools,  b a s e d  o n  the~rshall  and.swift  d a t a .

Preopening Costs and working  ~pital

bsts i n c u r r e d  p r i o r t o  t h e  o p e n i n g  o f  t h e  r e s o r t  w i l l  i n c l u d e  l e g a l  a n d
accounting costs , s t a f f  t r a i n i n g , and preopening marketing. Hospi ta l i ty
Valuat ion  Services  (HVS),  a firm specializing in hotel appraisal,  publishes an
annua I repor t  on various co~onents  o f  h o t e l  d e v e l o p m e n t  c o s t , including
preopening expenses. According to this report, costs for luxury hotels ranged
from $3,300 to $5,500 per guest room in 1988. Because of the remte location
and high quality of the proposed resort, we have selected a figure near the top
of this range for our analysis. With a cost of $5,000 per room and 1,400 guest
units, preopening expenses are estimated at $7,000,000.

From an accounting perspective, t h e  p r o v i s i o n  o f  wrking capi ta l  i s  not  an
expense, since i t  remains i n  t h e  p r o p e r t y  i n the  form of  current  asse ts .
However, the cash and inventory requirements do represent a necessary initial

. .
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outlay and shciuld be co~S”ider@ “im ~ an~lYSiS ~f.n~!”cash  flow= Again “relyifii . .“
on the HVS survey, Md conside’rin~” t h e  a d d i t i o n a l  requiremefits  O f  the ski””
operation, working capital is estimated at approximately $3,500 per guest room,
or $5,000,000.

Entrepreneurial Profit

The true cost of any development includes the amount of anticipated profit
which is necessary to induce the developer to undertake the project. This
figure mst often is calculated as a ratio to other project costs. A range of
10 to 25 percent is considered typical for hotel and resort development. We
have used a ratio of 20 percent in our analysis.

I n  t h e  c o s t  e s t i m a t e  p r o v i d e d  b y  t h e  d e v e l o p e r ,  e n t r e p r e n e u r i a l  p r o f i t  i s

i
included in the form of construction management fees, and contingencies.

J
Inflation Adjustmnt

! Development of the resort is projected to take place over a period of several
years . Because our cost estimates are derived in 1989 dollars, it is necessary
to apply adjustments to the projected construction period. We have assumed that

I road  and u t i l i ty  cos ts  and one-hal f  the  s t ruc ture  and recrea t ion  area  cos ts
would be incurred during 1990, and tha t  the  reminder  of  the  cos ts ,  together
with FF&E and preopening expenses, muld  be incurred in 1991. These assumptions
result  in a total  adjustment of $20,872,000.

The table on the following page shows our revised estimtes  of developnt  cost.
I

I
1,
I

I
I

—
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S i t e
Land Acquisition (Wsort)
Land Acquisition (@if ~urse and Other)
Utilities and Roads

Structures
Hotels
Apartments
Infras t ructure

Furniture, Fixtures, and Equipment

Recreation
1 Ski Area Develo~nt

@lf tiurse
Swimning Pool & Spa

1
! Preopening Expenses

Working @pita]

Tota l  Hefore  Profit

Entrepreneurial Profit (20%)

Total Development ~st, 1989 Dollars

Inflation Adjustment (Prorated)

Projected Development Gst, 1992 Dollars

16,604,000
1,600,000
2,800,000

12,204,000

29,216,000
50,856,000
13,760,000

93,832,000

14,700,000

49,273,000
46,000,000
3,000,000

273,000

7,000,000

5,000,000

$186,409,000

37,282,000

$223,691,000

20,872,000

$244,563,000

The difference in cost as estimated by the developer and by Pannell Kerr Forster
is less than five percent. We have used a rounded estimte of $250,000,000 for
projected development cost in our analysis.

T h e  b a s i s  f o r  o u r  a s s u m p t i o n s  r e g a r d i n g  c u r r e n t  f i n a n c i n g  t e r m s  i s  t h e
Hospitality Investment Survey, a  publ ica t ion  of Pannell  Kerr  Fors ter . Issued
twice yearly, the Survey reports terms of debt financing and required rates of
re turn  for  hote l ,  mote l ,  and resor t  inves tments . Participants in the survey
inc lude  con’mercial banks, thrifts,  insurance co~anies,  and investors.

According to the first  half 1988 edition of the survey (the mst recent  da ta
avai lable) , the average annual i n t e r e s t  r a t e  f o r  f i x e d - r a t e  l o a n s  w a s 10.8
percent. The mrtization period reported averaged 28.1 years, with a typical
holding period of 7.5 years. The munt loaned was reflected in a debt service
coverage ratio of 1.27.

T o  e s t i m a t e  t h e  munt o f  d e b t  f i n a n c i n g  w h i c h  muld  b e  a v a i l a b l e  t o  t h e
project under conventional terms, we divided the industry debt service coverage
ra t io  in to  the  ne t  opera t ing  income projec ted  for  the  proper ty  in  1996,  the
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‘first Stabilized year of operation. :nis calculation yields a“mx}mumann~l ~~. .
debt serv”ice”of “$10,038,000, .which’ underthe stated terms: would supportaloan”
of approximately $87,000,000. T h e  r e q u i r e d  equity  f i n a n c i n g  wuld be  the
d i f f e r e n c e  b e t w e e n  t h e  l o a n  a m o u n t  a n d  t h e  t o t a l  d e v e l o p m e n t  c o s t ,  o r
$163,000,000.

The  tab le  a t  the  end of  th is  sec t ion  of  the  repor t  shows the  der iva t ion  of
annual net cash flow under this scenario. The resort is projected to have no
i n c o m e  t a x  l i a b i l i t y  d u r i n g  t h e  f o r e c a s t  p e r i o d  a s  a  r e s u l t  o f  t h e  c a r r y
forward of losses incurred during the early years of operation.

With conventional” debt financing, the annual return to equity tiuld  reach only
I 3.7 percent by the end of the forecast period. Excluding any interest payments

made to finance the initial  operating deficit , the cumulative return to equity
would remain negative until the year 2000, the ninth year of operation.

I The following table presents our projections of net cash flow and return to
equity.

Proiected Net Cash Flow (000)

Year
Projected
~1 (1 )

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

$(1;541)
$ 4,772
$ 9,772
$12,175
$12,748
$13,199
$13,809
$14,577
$15,340
$16,054

Debt
Service

10,038
10,038
10,038
10,038
10,038
10,038
10,038
10,038
10,038
10,038

Income
Tax

-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o-
-o -

Net
Cash Flow

$(11,579)
$ (5,266)
$ (266)
$  2 ,137
$ 2 ,710
$ 3 ,161
$ 3 ,771
$ 4 ,539
$ 5 ,302
$ 6 ,016

Return
to Equity

-7 .1%
-3.2%
-0.2%

1.3%
1.7%
1.9%
2.3%
2.8%
3.3%
3.7%

~ulative
~turn

$(11,579)
$(16,845)
$(17,111)
$(14,974)
$(12,264)
$ (9,103)
$ (5,332)
$ (793)
$ 4 , 5 0 9
$ 10,525

(1) Net Operating Income is defined as income before deducting depreciation,
rent , i n t e r e s t , amortization, and income taxes,
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.~IC IMP~ANALYSIS  . . . . - ,. .. . . . .. , . ,

Development projects such as the proposed Eagle ”Valley Resoit  have a significant
impact on the economies of the city, region and state in which they are located.
These benefits .include increases in employment and tax revenues, stimulation of
anci l la ry  development  and  the  overa l l  bus iness  ac t iv i ty  impact ing  the  loca l
economy. Moreover, through the multiplier effect of resending and reinvesting,
indirect and induced economic benefits are added to the direct benefits brought
about by initial  construction and resort  guest expenditures. In  to ta l ,  these
benefits are referred to as “economic impacts” and can be categorized as direct
and indirect.

Direct  I~acts

\
!

Any new expenditures and benefits incurred in terms of new jobs and increased
tax revenues that can be traced directly to the development or operation of the
destination resort are considered

Indirec t  I~acts

Indirect impact is generated by
impact dollars within the local
i m p a c t  o f  i n i t i a l  o u t - o f - s t a t e

to be-direct economic impacts.

the resending and re inves t ing  of  the  d i rec t
regional economy. For example, the economic
guest expenditures does  not  end  wi th  these

expenditures but continues to generate benefits throughout the local economy.
Income to firms furnishing materials and services is subsequently converted jnto
employee salaries, mater ia ls  purchases , inves tment  in  p lan t  and  equi~nt,
s a v i n g s ,  p r o f i t s , purchase  of  serv ice  and a  var ie ty  of  o ther  expendi tures .
Income to labor is  subsequent ly  respent for  purchases  of  food,  housing,
t ranspor ta t ion , entertainment, education, medical and dental services, clothing,
personal services and a wide variety of other goods and services. Income to
governmental units is respent as salaries, purchases and support of programs,

.: including education, transportation and social service. In turn, indiv iduals , .
f i rms and governments  furnishing these  services  again  respend  the i r  income for
more purchases, salaries,  investments and savings. In this manner, indirect
benef i t s  resul t  each  t ime the  in i t ia l  sum is  respent ,  and  the  addi t ional  sum
available in the local economy induces further job creation, sales and income
taxation, business develo~ent,  and savings.

Quant i f ica t ion  of  these”  indi rec t  and”  induced benef i t s  has  been  the  objec t  o f
considerable economic study. Because econcnnic  relationships are so complex, no
single city or area is a complete self-contained economic unit. Purchases from
other” areas are often necessary, and goods and services are exported in return.
As purchases  are  mde from other  areas ,  some
resending are lost from the local economy.

The total benefits resulting from several rounds
the  d i rec t  e f fec ts  and are  genera l ly  cons idered
spending cycle.

I

of the  benef i t s  of  economic

of resending can be added to
as  mul t ip l ier  e f fec ts  of  the

—..
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The Americ~ Hotel -.and Motel Xsociation recent!y ~UbliShed..a  guidebook entitled
Economic I~act .of Ho$els.and ~tels. ;.. The - .res,earch,,’’ ~nductm b$ ~he,
C e n t e r  f o r  H o s p i t a l i t y  R e s e a r c h ”  a t  V i r g i n i a  P o l y t e c h n i c  I n s t i t u t e  a n d  S t a t e
U n i v e r s i t y ,  d e v e l o p e d  a  1 . 9 2  r e v e n u e  m u l t i p l i e r  f o r  t h e  Anchorage,  Alaska
Standard Metropolitan Statistical Area (WA). men applied to guest spending,
this mans that every direct dollar of guest spending creates $.92 in indirect
spending. In determining wage and e~loyment  multipliers, the _ averaged
multipliers from a cross section of ~A’s resulting in a 1.77 wage multiplier
and a 1.62 e~loyment  m u l t i p l i e r . In essence, this means that every direct
dollar of wages creates $.77 in indirect wages and every ten direct jobs creates
approximately six indirect jobs.

~nstruction ~sts

The construction cost of the proposed 1,400 unit Eagle Valley Resort is estimated
to be $150,000,000 (this total  excludes such non-construction costs as land
acquisition, purchase of ~&E and pre-opening expenses). The impact of these
construction expenditures w i l l  b e  s h o r t - t e r m ,  o c c u r r i n g  o n l y  d u r i n g  t h e
construction period. The construction period for the resort is expected to be
approximately 24 months. Because the timing of this development is uncertain,
s h o r t - t e r m  r e v e n u e  i~acts have  been  pro jec ted  us ing  current  1989 dol la rs .

Short-Term Job Creation

The experience of other construction projects indicates that construction costs
are divided almst evenly between labor and mterials.

At an estimated average annual salary of $50,000 for an ~chorage cons t ruc t ion

worker, the $75,000,000 in total labor expenses would mean approximately 1,500
man-years  of  labor . Using a  1 .62  e~loyment  m u l t i p l i e r  a n d  a  1 . 7 7  w a g e
multiplier yields 930 indirect man-years of labor, and $57,750,000 indirect wages.

The following t a b l e  smrizes t h e  s h o r t - t e r m  e c o n o m i c  b e n e f i t s  t h a t  a r e
expected to result during the construction period of the proposed resort.

Short-Term Economic I~act

Total @instruction  Costs $150,000,000

Direct Wage Co~onent $ 75,000,000
Indirect Wage Component 57,750,000
Total Wage ~~onent $132,750,000

New Direct Jobs
New Indirect Jobs
Total New Jobs (1)

750
465

1,215

(1) Equivalent  fu l l - t ime annua l  jobs  d u r i n g  2 - y e a r  c o n s t r u c t i o n  p e r i o d .
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Direct Visitor Expenditures

. . . . .. .
“ Skr .Winter “. Shoulder .Total

New Room Nights 127,000 25,000 10,000 162,000
Double Occupancy Factor 2.0 2.0 1.5

New Guest Nights 254,000 50,000 15,000 319,000
$ Spent per Day (Anchorage) $135 $135 $135 $135

Dollars Spent in Anchorage $ 34,000,000 $ 7,000,000 2,000,000 $43,000,000

New Guest Nights 254,000 15,000 269,000
Average Stay 2.5 2.5

New Induced Guests 102,000 6,000 108,000
Days Visiting Other Areas 4 4 4

~est Days in Other Areas 408,000 24,000 432,000
$ Spent Per Day (Other Areas) $125 $125 $125

) Dollars Spent in Other Areas $ 51,000,000 $ 3,000,000 $54,000,000

I
Total Visitors Dollars
Spent in Alaska $ 85,000,000 $ 7,000,000 $ 5,000,000 $97,000,000

Total New Visitor fipenditures

D i r e c t Indi rec t

Anchorage Area $43,000,000 $40,000,000
Other Alaska Areas 54,000,000 50,000,000

Total $97,000,000 $90,000,000

Long-Term Job Creation

The proposed Eagle Valley resort muld  provide e~loyment  for a wide variety of
1 workers. As indicated by resort properties participating in our  annual  survey

Trends  in  the  Hote l  Indus t ry , 3 3  p e r c e n t  o f  t o t a l  r e v e n u e s  a r e  t y p i c a l l y
expended as payroll and related expenses. Total revenues for the subject pro-
per ty  for  a  representa t ive  fu ture  year ,  as  s ta ted  in  1989 dol lars ,  has  been
calculated at  $56,503,000. Assuming an average payroll cost of $20,000 per
~loyee,  this would indicate that the proposed Eagle Valley Resort wuld prov-
ide direct e~loyment  to approximately 1,000 people.

Other  jobs  are  expected  to  be  crea ted  indi rec t ly  in  a l l  sec tors  of  the  loca l
economy and have been projected by using a 1.62 job multiplied. New visitor
expenditures wuld result in additional jobs for other areas of Alaska to the
degree that the capacity of tourist facilities  can accorrnrnodate increased levels
of demand.

Direct-Tax Revenues

i
Park  concess ion  income has  been estimted  based on three percent of ski lift
revenues. Real estate and personal property taxes have been estimated based on
industry experience. A hotel occupancy tax has been estimated based on eight

, percent of rooms revenues.

A smry of the direct and indirect economic impacts is as follows:
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The activity and “operation
di rec t  economic  i~acts in
sec t ion  i s  to  quant i fy  the

. ’
. . . . ...,

of the destination resort will create si:’gnificant  ““’
the area economy. The primary function of this
direct and indirect economic benefits oriEinatin~

from guest expenditures. All revenue and expenditure projections are based on
projected new guest demand accmdatedat  the proposed resort for a representative
(stabilized) future year, and are expressed in current (1989) dolIars.

Projected New Guest ~enditures

The proposed” Eagle Valley resort is estimated to attract 85,000 room nights of
new induced d~nd to the Anchorage area, including 75,000 tourist room nights
and 10,000 group room nights. In  addi t ion , t h e  r e s o r t  muld b e  a b l e  t o
accornnodate what otherwise would have been unsatisfied surrmer demand; for a

) representative year (1996) we have estimated the resort would, be able to accom-
modate 7 7 , 0 0 0  r o o m  n i g h t s  o f  u n s a t i s f i e d  t o u r i s t  demnd  dur ing  the  surrmer.

I

Assuming an average multiple occupancy factor of 2.0, for tourists room nights
and 1.5 for group room nights, the total increase of 162,000 room nights implies
an increase of 319,000 guest nights.

Based on our estimates of guest revenues at the resort,  we estimate that each
guest will spend an average of $135 per day, as follows:

moms ~~~ $ 6 0
Food - Beverage 35
Recreation 20
Other

s

Based on our study, we estimate that new sunmer and shoulder season visitors to

I
the resort will  spend an average of four days visiting other parts of Alaska,
incurring daily expenditures estimated at $125.

The  tab les  on  the  fo l lowing page  sumnarize the estimted  di rec t  and  indi rec t
expendi tures  tha t  wi l l  resul t  f rom new vis i tors  genera ted  by the  resor t .  To
es t imate  the  indi rec t  expendi tures , we used  the  previous ly  d iscussed  1 .92
spending multiplier. “ Visitor expenditures are stated in current. 1989 dollars.
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Sunnary  of Est imfed .Economi  c Itiac~s

@instruction  Phase
New direct jobs
New indirect jobs

Operating Phase
New direct jobs
New indirect jobs

DI~TAXREVENUE  FORA REPRES~ATIVE  YEAR

Park Concession Fees
Real Estate and Personal Property Tax
Hotel Occupancy Tax

~D EXPENDITURES

.~nstruction  Phase
Direct ~nstruction Expenditures

Operating Phase
Direct New Guest Expenditures

- Anchorage Area
- Other Alaska

t Total

1 Indirect (at  1.92 spending multiplier)

1
- Anchorage Area
- Other Alaska

i Total

..’
.,.

750
465

1,000
620

$213,000
$1,960,000
$2,060,000

$150,000,000

$ 43,000,000
54.000.000

$ 97;000;000

$ 40,000,000
50.000.000

$ 90;000;000

i

—. .— .——
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~IS OF 800-~ ALTERNATIVE

!

. . .$

We have also analyz~. the .performnce” and impact of the ProPo~ed resort. ““under. “
the assumption that only 800 “guest units are developed, and’ that cmnsurate
reductions are made in  re ta i l  s h o p  s p a c e , meeting space, and recrea t ion
f a c i l i t i e s . This discussion makes frequent reference to our analysis of the
resort as originally designed, and is intended to be read in conjunction with
the min body of this report.

F a c i l i t i e s  Ass-t ions

The number of guest units is reduced to 800, consisting of 500 hotel units and
300 apartments. The average size of the apartments and the total area of the
hotels are held constant. The swim center is reduced in size to 40,000 square
f e e t . Retail  area is reduced to 30,000 square feet. The convention space is
decreased to 10,000 square feet and incorporated into one of the hotels. Some
reduction is assumed in the extent of developed ski facilities.

Mrket Supply and D-d

The reduction in the size of the resort is to be mde w i t h o u t  d i s t u r b i n g  t h e
appeal  of  the  pro jec t  as  an  in tegra ted  theme resor t ,  and  i s  not  expected  to
s~-~ificantly  affect the volume of new demand induced into the market.
property is assumed to offer the same high quality and variety of activi’
and is expected to undertake a thorough mrketing  effort. Induced room n
are again estimated at 50,000 during the surrn?er, 25,000 during the winter
10,000 during the sunn’)er.

The
ies ,
ghts
and

The reduct ion  in  the  number  of  gues t  rooms avai lable  a t  the  subjec t  resor t
would reduce total mrket supply. During the peak sumner  season, the capacity
of the market would be reduced from 330,000 to 275,000 room nights. As a
r e s u l t ,  a much grea ter  volume of  Sumner t o u r i s t demnd  wuld remain
unsat i s f ied . The volume of unsatisfied demand in 1996 would increase from
40,000 to 95,000 room nights.

The Anchorage mrket occupancy rate is projected at its practical capacity of 92
to 93 percent during the sunmer season. By 1996, market occupancy would reach
61 percent during the winter and 74 percent for the shoulder seasons.

Room Occupan cy and Average Roocn Rate

Sumner occupancy at the proposed resort muld  again be in excess of 90 percent.
However, with the reduced number of guest units, the volume of’ occupied room
n i g h t s  muld b e  r e d u c e d  f r o m  1 2 5 , 0 0 0  t o  7 1 , 0 0 0  d u r i n g  t h e  p e a k  p e r i o d .

Winter and shoulder season occupancy rates wuld improve significantly with the
reduction in available rooms. The number of visitors to the resort is expected
to be close to the results shown in the original analysis;  a slight reduction
is projected to account for the possibili ty that some or all  of the 600 extra
rooms would have been occupied during selected peak weekends.

Room rates are projected at the same levels by season and by segment as in the
or ig ina l  ana lys is . However, as  a  resu l t  in  the  reduct ion  in  the  volume of
rooms rented during the high-rate s~r period, the overall average room rate
in a representative year is reduced from $112 to $106.

—..—
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. . @ejected  ~?ating P e r f o r m a n c e  .  : , . .

. . .,’

“Room revenues projected for ~he 800-room resort are derived frti oui”est’imates
of. occupancy and average room rate. In-house revenues from food and beverage
s a l e s , telephone, and miscellaneous sources are reduced in proportion to the
decrease in occupied room nights. Ski department revenue from hotel guests is
a l s o  r e d u c e d ,  due for the most part  to the reduction in smer l i f t  revenue .
The projection of retail  lease income is reduced in proportion to the decrease
in shop area.

Operating expenses are recalculated using the criteria discussed in the body of
the report. ~st. expense  line items include a variable component which changes
in proportion to the number of occupied room nights, a semi-variable component
which changes in proportion to the nmber  of guest units, and a fixed c~onent
which is held constant.

The  reduct ion  in  the  s ize  of  the  proper ty  resul t s  in  a  decrease  in  the  ne t
o p e r a t i n g  i n c o m e  o f  t h e  r e s o r t  i n  a  r e p r e s e n t a t i v e  y e a r . T h i s  f i g u r e  i s
$9,276,000 for the l,400-room resort and $7,192,000 if the property is developed
with 800 rooms.

Developnt Costs

Savings in the development cost of the resort are made to reflect the reduction
in  fac i l i ty  s ize . The cost per square foot for the meeting space is changed to
match the unit  cost of the hotels, since this’’space would now be part of the
hote l . Ski area costs are reduced by approximately 25 percent; this estimate
was provided by the developer,  and, although it  has not been independently
evaluated, is considered adequate for purposes of this analysis.

Land acquisition and site development costs are unchanged from the original

“ 1

analysis,. Apartment furniture and equipment costs are reduced in proportion to
the  reduct ion  in  uni t s . Preopening  expenses are reduced to $6,000,000 and
working capital requirements are reduced to $4,000,000. Entrepreneurial profit
and the inflation adjustment are recalculated based on the other cost revisions.

1 The estirnateof  total project cost under, the 800-room alternative is $168,000,000
approximately. 33 percent below thecost esti~te for the property as originally
designed.”

Financing and Net Cash Flow

Our p r o j e c t i o n  o f  f i n a n c i n g  c o s t s  a n d  net cash f low for  the  resor t  assmes
average conventional f inancing te rms as  de ta i led  in  the  repor t ,  wi th  a  debt
service coverage ratio of 1.27, interest at  10.8 percent,  and a term of 28.1
years . Total amount financed under this assumption is $66,000,000, and capital
is $102,000,000.,

I
Under these assumptions, the projected return to equity is minimal or negative
throughout the forecast period.

I
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-~ LOD61N6 MRK2T MYSIS
800 R- at Subject

P~cTED mm m.
. . . .’

. . .
‘%tential And tis Effective ““” “

Market Unsatisfied Total Market
supply Cmrcial Group 9irline Tourist Total T o u r i s t  DeMnd occupancy

-“ .— —- ——
1988 hnual

Smr Season
1989
1990
1991
1~,
1993
1994
19’35
1936

Hinter Sea=n
1989
1990
1991
1~,

1933
1W4
1995
1996

Shoulder Season

1989

1 9 9 0

1991

1992

1993

lW

1995

1996

Wnual

1989

1990

1591

1992

1%3

1994

1995

1 9 %

815,000

218,800
218,800
218,800
297,200
297,200
297,200
297,200
297,200

343,900
343,900
343,900
467,100
467,100
467, lW
467,100
467,100

255,300
255,300
255,300
342; 700
342,700
342,700
342,700
~,, 700

813,000
815,000
815,000

1,107,000
1,107,000
1,107, OOO
1,107, OOO
1,107, OOO

214,000

44,500
46,300
48,200
50,100
52,100
54, m
56,400
58,700

111,300
115,800
120,400
125,200
lW, 200
135,400
140,800

146,400

66,800
69, ~
72,300
75,200
78,200
81,300
84,600
88,000

222,600
231,600
240,900
250,500
260, “500
270,900
281,800
293,100

59,100

12,400
13,000
13,600
14,300
15,000
15,700
16,500
17,300

12,400
13,000
13,600
14,300
15,000
15,700
16,,500
17,300

37,300
3,200
41,200
45,300
51,600
56,200
61,000
64,000

62,100
65,200
68,400
73,900
81,600
87,600
94,000
98,600

184,400

54,200
53,100
52,000.
51,000
50,000
49,000
48,000
47,000

72,300
70,900
69,500
68,100
66,700
65,400
64,100
K, 800

54,200
53,100
52,000
51,000
m, Ooo
49,000
48,000
47,000

lEIO,  700
177,100
173,500
170,100
166,700
163,400
160,100
156,800

160, 9Ci)

120,500
128,900
137,900
167,600
197,700
219,600
232,800
246,800

17,200
18,400
19,700
31,100
43,000
50,600
53,600
56,800

34,500
36,900
39,500
42,300
44,800
47,500
50,300
53,300

172,200
1B4,200
197,100
241,000
285, ‘~
317,700
336,700
356,900

618,400

231, W)
241,300
251,700
283,000
314,800
338,500
353,700
369,800

213,200
218,100
223,200
238,700
254,900
267,100
275,000
283,300

192, m
198, 7W
205,000
213, f100
224,600
234,000
243, W
252,300

637,600
658,100
679, %Kl
735,500
794,300
839,600
872,600
905,400

20,000

29,000
39,000
49,000
8,000

w, Ooo
63,000
73,000
95,000

0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0

29,000
3,000
49,000
a, 000

40,000
63,000
79,000
95,000

598,400

202, 60u
202,300
202,700
275,000
274,800
275,500
274,700
274,800

213,200
218,100
223,200
238,700
254,900
267,100
275,000
283,300

192,800
198,700
205,000
213,800
224,600
234,000
243,900
252,300

6(W, 600
619,100
630,900
727, W
754,300
776,600
793,600
810,400

73.4$

92. 6%
92. 5%
%.6$
92. 5X
92. 5%
92. 7%
92.4$
’32. s%

62. o%
63, 4%
64. 9%
51. 1%
54. 6%
57. 2%
58..9%
60.7$

76.4$
78. 8%
81.3%
62> 4%
65.5$
68. 3%
71. a
73. 6%

74.7$
76. M
77.4$
65.7$
68, 1%
70. a
71.7%
73. a
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EAGLE VALLEY RESORT
A-4

Projected Occupancy

.Commercial Group Airline. Touri8t Overall
.- . - -- . ~ . - - --- - - -- - --- - -- - - ---- - - - -- : - - - - - + - - - - _---_-”---.,

SUXMER SEASON

Pene t ra t ion  Ra te
1992
1993
1994
1995
1996

Occupied Room Nighte
1992
1993
1994
1995
1996

Occupancy Rate
1992
1993
1994
1995
1996

HINTER SEASON

Penetration Rate
1992
1993
1994
1995
1996

Occupied Room Nights
1992
1993

1 9 9 4
1995
1996

Occupancy Rate
1992
1993
1994
1995
1996

7%
72
7%
7 x
7%

900
1,000
1,000
1,000
1, 100

1. lx
1. 3%
1 . 3 X
1 . 3 2
1.4X

14X
14X
14%
14X
14X

4 , 6 0 0
4 , 8 0 0
5 , 0 0 0
5 , 2 0 0
5,400

3.7%
3. 9X
4. 1%
4 . 2 X
4 . 4 X

37x
37x
37%
37X
37x

1,400
1,500
1,500
1,600
1,700

1.8X
1.9X
1.9X
2.0%
2. 2X

75%
100%
115%
115X
115X

2,800
4,000
4,800
5,000
5,200

2.3X
3.2%
3.9X
4. lx
4.2x

36%
29%
20%
20%
20%

4,800
3,800
2,600
2,500
2,500

6. 1X
4.8%
3.3X
3.2%
3.2%

36%
29X
20%
20X
20%

6,500
5, 100
3,500
3, 400
3,300

5. 3X
4. lx
2. 8%
2.8%
2.7%

140%
150%
160%
162X
164X

5 8 , 9 0 0
6 2 , 4 0 0
66, 100
6 5 , 7 0 0
6 5 , 7 0 0

75. lx
79. 6X
84. 3%
83. 8X
83. 8%

220%
260%
290%
290%
290%

18,000
29,500
3a, 700
41,000
43, 400

14. 6X
23. 9X
31. 4%
33. 3X
35. 2X

91X
95X
98X
98%
98%

6 6 , 0 0 0
68,700
71,200
70,800
71,000

84. 2X
87. 6X
90. 8X
90. 3%
90. 6X

Slx
65X
74Z
75X
77X

31,900
43,400
52,000
5 4 , 6 0 0
57,300

25. 9X
35. 2X
42. 2X
44. 3X
46. 5X

.
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EAGLE VALLEY RESORT
A - 5

~ Projected Occupancy

\
,Commercial Group Airline Touri8t Overall

. . - - ---- - - _,_ - -- & - - - --- - ------------ -’--------- -- --------- --

SHOULDER SEASON
,,.

57%
67%
70%
71%
72%

32,300
39,500
43, 100
45,700
48,000

35. 7%
43. 7X
47. 7X
50. 6%
53. lx

6a%
76X
81X
82X
82%

130,200
151,600
166, 300
171, 100
176,300

44. 6X
51* 9x
57. 0%
58. 6%
60. 4%

. .

130%
145X
145%
145%
145X

14,500
17, 100
10,200
19,200
20,400

16. 0%
18. 9X
20. lx
21. 2X
22. 6%

149%
168X
183%
185%
187X

91,400
109,000
123,000”
125; 900
129,500

31. 3%
37. 3X
42. 1%
43. lx
44. 3%

., . .

Penetration Rate
1992
1993
1994
1995
1996

asx
115X
130X
130%
130%

36%
29X
20%
20%
20%

14%
14X
14X
14%
14%

Occupied Room Nights
1992
1993
1994
1995

J 1996

4,800
3,800
2,600
2,500
2,500

2,800
2,900
3,000
3,100
3,200

10,200
1 5 , 7 0 0
1 9 , 3 0 0
2 0 , 9 0 0
2 1 , 9 0 0

I
Occupancy Rate

1992
1993
1994
1995
1996

5. 3%
4.2X
2. 9X
2.8%
2. 8X

3. lx
3 .2x
3.3%
3.4X
3. 5%

11. 3%
17. 4%
21. 3%
23. 1X
24. 2X

ANNUAL

Pene t ra t ion  Ra te
1992
1993
1994
1995

;

I
1996

74%
981
111X
111X
111%

36X
29X
20X
20%
20%

13X
13%
13X
13X
13%

Occupied Room Nights
1992
1993
. 1 9 9 4. .
1995”
1996

14,400
21,200
25,600
27,500’
28,800

16, 100
12,700

8 ,700
8 ,400
8,300

8,300
8,700
9,000.
9,300
9,700

O c c u p a n c y  R a t e
1992
1993
1994
1995

2. 8X 4. 9X 5. 5X
4.3%
3.0%
2. 9X
2.8%

3.0%
3. lx
3.2%

7.3X
8.8X
9. 4X

1996 3. 3% 9.9X



EAGLE VALLEY RESORT
A–()

P r o j e c t e d  Room Ra te

Commercial. Group A,irline TouriBt T o t a l,..--- - - - - - - - - - - - A- - * -- - -- - - - - - -- - - - - - - --,_ - -- - - : ----- -- -- A -. . . .
SUHilER SEASON

Room Rate
1992
1993
1994
1995
1996

Occupied Room Nights
1992
1993
1994
1995
1996

Room Revenue
1992
1993
1994
1995
1996

UINTER SEASON

Room Rate
1992
1993
1994
1995
1996

Occupied Room Nights
1992
1993
1994
1995
1996

Room Revenue
1992
1993
1994
1995
1996

$114
9125
9137
9143
$149

900
1,000
1p 000
1,000
1, 100

9 1 0 3 , 0 0 0
9 1 2 5 , 0 0 0
9 1 3 7 , 0 0 0
9 1 4 3 , 0 0 0
.9164,000

$89
$97

9106
sill
S116

4 , 6 0 0
4 , 8 0 0
5 , 0 0 0

“5, 200
5, 400

9 4 0 9 , 0 0 0
9466,000
9 5 3 0 , 0 0 0
9 5 7 7 , 0 0 0
$ 6 2 6 , 0 0 0

$114
9125
$137
$143
9149

1 , 4 0 0
1 , 5 0 0
1,500
1 , 6 0 0
1 , 7 0 0

9 1 6 0 , 0 0 0
9 1 8 7 , 0 0 0
$ 2 0 5 , 0 0 0
9 2 2 9 , 0 0 0
9 2 5 3 , 0 0 0

$83
$91

9100
9105
9110

2 , 8 0 0
4 , 0 0 0
4 , 8 0 0
5,”000
5 , 2 0 0

9 2 3 2 , 0 0 0
9364,000
9480,000
9525,000
9572,000

“ 958 9140 9133
9 6 3 9153 9147
9 6 9 9168 S163
972 $176 $171
$ 7 5 9184 9179

4,800 58,900 66,000
3 ,800 62,400 68,700
2,600 66, 100 71,200
2,500 65,700 70,800
2,500 65,700 71,000

9278 ,000  98 ,246 ,000  98 ,787 ,000
9239,000 99,547,000 910,098,000
9179,000 911,105,000 $11,626,000
9180,000 911,563,000 912,115,000
$187,000 $12,089,000 912,693,000

958 9104 991
963 $114 9104
$ 6 9 S125 9117
$ 7 2 9131 9123
9 7 5 $137 S129

6,500 18,000 31,900
5, 100 29,500 43,400
3,500 38,700 52,000
3,400 41,000 54; 600
3,300 43,400 57,300

S377,000 S1,872,000 92,890,000
9 3 2 1 , 0 0 0  9 3 , 3 6 3 , 0 0 0  S 4 , 5 1 4 , 0 0 0
S 2 4 1 , 0 0 0  9 4 , 8 3 7 , 0 0 0  9 6 , 0 8 8 , 0 0 0
9 2 4 5 , 0 0 0  9 5 , 3 7 1 , 0 0 0  9 6 , 7 1 8 , 0 0 0
9 2 4 7 , 0 0 0  9 5 , 9 4 6 , 0 0 0  $ 7 , 3 9 1 , 0 0 0
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EAGLE VALLEY RESORT
A-7

!
Projected Room Rate

Commercial Group .Airline Tourist,.. T o t a l
--------  .  --  -----------  --  - - - - - - - - - - -- _:+ - - ---- . - - - - - - - - -.> -

‘SHOULDER SEASON

Room Rate
1992
1993
1994
1995
1996

Occupied Room Nights
1992
1993
1994
1995
1996

I

Room Revenue
1992
1993
1994
1995
1996

ANNUAL

Room Rate
1992
1993
1994
1995

I
1996

Occupied Room NightB
1992
1993
1994
1995
1996

Room Revenue
1992
1993
1994
1995
1996

.

989 S83
$97 991

9106 9100
9111 9105
S116 9110

2,800 1 0 , 2 0 0
2 , 9 0 0 1 5 , 7 0 0
3 , 0 0 0 1 9 , 3 0 0
3,100 2 0 , 9 0 0
3,200 2 1 , 9 0 0

$ 2 4 9 , 0 0 0 9 8 4 7 , 0 0 0
9 2 8 1 , 0 0 0  9 1 , 4 2 9 , 0 0 0
9 3 1 8 , 0 0 0  9 1 , 9 3 0 , 0 0 0
9 3 4 4 , 0 0 0  9 2 , 1 9 4 , 0 0 0
9 3 7 1 , 0 0 0  9 2 , 4 0 9 , 0 0 0

992 $66
9100 $93
$109 9102
9114 9107
s120 9112

8 , 3 0 0 1 4 , 4 0 0
8 , 7 0 0 2 1 , 2 0 0
9 , 0 0 0 2 5 , 6 0 0
9, 300 2 7 , 5 0 0
9 , 7 0 0 2 8 , 8 0 0

9 7 6 1 , 0 0 0  9 1 , 2 3 9 , 0 0 0
9 8 7 2 , 0 0 0  9 1 , 9 8 0 , 0 0 0
9 9 8 5 , 0 0 0  9 2 , 6 1 5 , 0 0 0

9 1 , 0 6 4 , 0 0 0  9 2 , 9 4 8 , 0 0 0
9 1 , 1 6 1 , 0 0 0  9 3 , 2 3 4 , 0 0 0

,,’

9 5 8 989 982
$63 $97 991
$69 9106 9101
$72 9111 S106
975 9116 $111

4,800 14,500 32, 300
3,800 17, 100 39,500
2 , 6 0 0 1 8 , 2 0 0 43, 100
2 , 5 0 0 1 9 , 2 0 0 4 5 , 7 0 0
2 , 5 0 0 2 0 , 4 0 0 4 8 , 0 0 0

9 2 7 8 , 0 0 0  $ 1 , 2 9 0 , 0 0 0  9 2 , 6 6 4 , 0 0 0
9 2 3 9 , 0 0 0  9 1 , 6 5 9 , 0 0 0  9 3 , 6 0 8 , 0 0 0
9 1 7 9 , 0 0 0  9 1 , 9 2 9 , 0 0 0  9 4 , 3 5 6 , 0 0 0
9 1 8 0 , 0 0 0  9 2 , 1 3 1 , 0 0 0  9 4 , 8 4 9 , 0 0 0
9 1 8 7 , 0 0 0  9 2 , 3 6 6 , 0 0 0  9 5 , 3 3 3 , 0 0 0

$58 9125 9110
$63 9134 9120
$69 9145 $133
$72 $151 $138
975 $158 9144

16, 100 9 1 , 4 0 0 1 3 0 , 2 0 0
1 2 , 7 0 0 1 0 9 , 0 0 0 1 5 1 , 6 0 0

8 , 7 0 0 1 2 3 , 0 0 0 1 6 6 , 3 0 0
8, 400 1 2 5 , 9 0 0 171, 100
8, 300 129, 500 176, 300

9933,000 911,408,000 914,341,000
$799,000 914,569,000 918,220,000
9599,000 917,871,000 922,070,000
S605,000 919,065,000 923,682,000
9621,000 920,401,000 925,417,000

—
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Projected Operating ‘Results
8 0 0  “ G u e s t  Units

Room Occupancy
Average Room Rate

REVENUES
Rooms
Food
Beverage
Ski Department . .
Other Operated Departments
Retail Lease Income

Total
)

DEPART?lENTAL EXPENSES

I

Rooms
Food & Beverage
Ski Department

I
Other Operated Departments

Total

DEPARTMENTAL INCOHE

..:
“. . .

~~ totai
.------ ---

60%
9106.00

18,571,000
10,370,000
3,215,000
8,006,000
3,504,000

520,000
------ ----
44,186,000
-------- --

4,544,000
11,718,000
3,451,000
2,803,000

------ ----
22,516,000
------- ---
21,670,000
--- -- -----

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General 4 ,253 ,000

1
1 Harketing 2 ,735 ,000

Proper ty  tlaintenance 2 ,050 ,000
. Energy and Utllltles 1,826,000

I Total

I
INCOIYE BEFORE

FIXED CHARGES
Real Estate

- - --- - ----

10,864,000
-- -- ------

FIXED CHARGES 10,806,000
------ - - . -

Taxes & Licenses 1,120,000
Building & “Contents Insurance 960,000
Ski Slope Land Lease 208,000

------ ----
Total 2,288,000

-------- --
INCOHE BEFORE RESERVE 8,518,000

-- - -------

I Reserve for Replacement 1,326,000
--------- -

I
NET OPERATING INCOHE 7,192,000

- - - - ----- -

A-8

,Representative  Year”-.  tl9B9 s)
.

Ratio8
-------  ---

42. O%
23. 5%
7.3x

18. 1%
7.9%
1.2x

------ ----
100. o%

------ ----

24. 5%
86. 3x
43. lx
80. O%

------ ----
51. o%

------ ----
49. o%

----------

9 . 6 X
6 . 2 X
4 . 6 X
4. lx

- - - -  - - - - - -

24. 6X
---- - -----

24. 5X
- --- ---- - -

2’. 5x
2.2x
0.5%

-- - ---- -- -
5.2x

--- - - -----

19. 3%
----------

3. o%
--- - ------

16. 3%
--- - ------

Per Rooi
- --- -- - - --

$23,214
12,963
4,019
10,008
4,380

650
------- ---

55,233
----------

5,680
14,648
4,314
3,504

------ ----
28, 145

------- ---
27,088

------ ----

5,316
3,419
2,563
2,283

--- -- -----
13,580

------ ----
13,508

----------

1,400
1,200

260
--- - --- & --

2,860
- ----- - ---

10,648
------ ----

1,658
------ ----

S8, 990
------ ----

. .
Per ORN

-------  ---

9106.00
59.19
“la. 35
45.70
20.00
2.97

- - - -- - ----
252.20

-- - -- - -- - -

2s. 94
66.88
19.70
16.00

--------- -
128.52

-- - - ------
123.69

- ---------

24.28
15.61
11.70
10.42

--------  - -

62.01
-- - -------

61.68
---------  -

6.39
5.48
1.19

---- - -- - --

13.06
----------

48.62
- -------- -

7.57
----- - - - --

941.05
----------

NOTE: This statement should be read subject to the comments in the attached report.
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Projected Operating Results
800 Gue6t  Units

Tota l  Do l l a r  Amounts

1992 1993 1994 1995 1996
- . - - - - - -- - - - - - -- - - - - - - - - ------ - - - - - - - -- - -- - - - --- - -

45x 52% 57x 59% 60%
9 1 1 0 . 0 0 -  si20.oo 9 1 3 3 . 0 0 9 1 3 8 . 0 0 9 1 4 4 . 0 0

Room Occupancy
A v e r a g e  ROOUI Rate

REVENUES
Roons
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

14,454,000 18,221,000 22,137,000 23,775,000 25,229,000
9,730,000 11,182,000 12,353,000 13,218,000 14,109,000
3,016,000 3,466,000 3,829,000 4,098,000 4,374,000
6,487,000 7,743,000 9,052;000 10,206,000 10,895,000
2,999,000 3,621,000 4,148,000 4,486,000 4,768,000

198,000 413,000 648,000 677,000 708,000
- ----- - -- - - -- - - - - --- - - - -- - -- -- - - ------ - - ----------
36,884,000 44,646,000 52,167,000 56,460,000 60,083,000
- - - -- --- - - - - - - - - - - - - - - - - - - - -- - - - - ------ - - - - - - - - -- -

T o t a l

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

4,185,000 4,861,000 5,444,000 5,841,000 6,183,000
11,167,000 12,732,000 14,005,000 14,960,000 15,943,000
3,408,000 3,754,000 4,116,000 4,450,000 4,696,000
2,399,000 2,897,000 3,318,000 3,589,000 3,814,000

-- -- ------ ----- --- -- - - - ----- - - - - ------- - ------- - --
21,159,000 24,244,000 26,883,000 28,840,000 30,636,000
--- ------- ---------- ---------- ---------- ------ --- -
15,725,000 20,402,000 25,284,000 27,620,000 29,447,000

Total

DEPARTMENTAL INCOHE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Marketing
Property Maintenance

I
Energy and Utilities

-------  -- - -- - ---- - -- --------  - - ----------

4,182,000
3,104,000
1,906,000
1,933,000

----------
11,125,000
- -- -------
4,600,000
----------

4,508,000
3,233,000
2,120,000
2,093,000

------ ----
11,954,000
------- ---

5,097,000
3,397,000
2,342,000
2,242,000
----------
13,078,000
---- ------

5,463,000
3,558,000
2,662,000
2,366,000

--------- -
14,049,000
----------

5 , 7 8 4 , 0 0 0
3 , 7 2 2 , 0 0 0
2 , 7 9 0 , 0 0 0
2 , 4 8 4 , 0 0 0

- - - - - -  - - - -

1 4 , 7 8 0 , 0 0 0
- - - - - - - - - -

I Total

] INCOtlE BEFORE FIXED CHARGES 8 , 4 4 8 , 0 0 0
- - - - - - -  _ _ _

12,206,000
----------

13,571,000
----------

14,667,000
----------

FIXED CHARGES
Real Estate Taxes & Licenses
Building & Contents Insurance
Ski Slope Land Lease

1,278,000
963,000
169,000

- - - - - - - - - -
2,410,000

- - - - - - - - - -
2,190,000

---- - - - - -_
369,000

- - - - - - - - - -
1,821,000

- - - - - - - - - -

1,335,000
1,055,000

201,000
- --- - -----
2,591,000

- ---------

1,396,000
1,150,000

235,000
----------
2,781,000

- - ---- - ---

1 , 4 5 8 , 0 0 0
1 , 2 3 9 , 0 0 0

2 6 5 , 0 0 0
- - - - - - - -  - -

2 , 9 6 2 , 0 0 0
- - - - - - - - - -

1 , 5 2 4 , 0 0 0
1 , 3 0 7 , 0 0 0

2 8 3 , 0 0 0
- - - - - - - -  - -

3 , 1 1 4 , 0 0 0
- - - - - - - - - -

T o t a l

INCOllE BEFORE RESERVE 5 , 8 5 7 , 0 0 0
- - - - - - -  - - -

8 9 3 , 0 0 0

10,609,000
----------
1,694,000

11,553,000
----------
1,802,000

9,425,000
----------
1,565,000Reserve for Replacement

-- - ------- --------  -- ------ - - --

8,915,000
----- -----

----------

9,751,000
----------I

NET OPERATING INCOME 4 , 9 6 4 , 0 0 0
- - - - - - - - - -

7 , 8 6 0 , 0 0 0
- - - - - - - - - -

NOTE: This Btatement should be read subject to the comments in the attached report.
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I
Projected Operating Results Total Dollar Awounts

. . .
800”Guest Units . , ‘“ “. ,, .

1997 1998 “ i999 “ “’ 2000. ‘ 2001
i - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - -  -  - - - - - - - - - -  - - - - - - - - - -

Room Occupancy 60% 60% 60% 60% 60%
Average Room Rate S150. 00 9 1 5 7 . 0 0 S164. 00 9 1 7 2 . 0 0 $ 1 7 9 . 0 0

REVENUES
Rooms 26,280,000 27,506,000 28,733,000 30,134,000 31,361,000
Food 14,742,000 15,399,000 16,097,000 16,822,000 17,575,000
Beverage 4,570,000 4,774,ooo 4,990,000 5,215,000 5,448,000
Ski Department 11,483,000 12,079,000 12,681,000 13,366,000 14,066,000
Other Operated Departments 4,982,000 5,207,000 5,441,000 5,686,000 5,942,000
Retail Lease Income 739,000 773,000 807,000 844,000 882,000

-------- -- ---------- -------- -- ---------- --------- -

I
Total 62,796,000 65,738,000 68,749,000 72,067,000 75,274,000

--------  --  ---------  -  ----------  --------  --  ---------  -
DEPARTMENTAL EXPENSES

\
Rooms 6,461,000  6 ,752,000 7 ,056,000 7 ,373,000 7 ,705,000
Food & Beverage 16,658,000 17,401,000 18,189,000 19,009,000 19,860,000
Ski Department 4,927,000 5,165,000 5,409,000 5,675,000 5,950,000
Other Operated Department 3,986,000 4,165,000 4,353,000 4,549,000 4,753,000

-------- -- --------- - -------- -- -------- -- ----------
Total 32,032,000 33,483,000 35,007,000 36,606,000 38,268,000

-- - -- - - - -- --- - -- - -- - - - -- --- --- - - - - --- - - - - - -- - ---- -
DEPARTMENTAL INCOHE 30,764,000 32,255,000 33,742,000 35,461;000 37,006,000

------ --- - -- ---- --- - - --- ------ ------ - - -- -- ----- ---
UNDISTRIBUTED OPERATING EXPENSES

Administrative and General 6,045,000 6,325,000 6,614,000 6,927,000 7,236,000

Harketlng 3 , 8 8 9 , 0 0 0  4 , 0 6 4 , 0 0 0  4 , 2 4 7 , 0 0 0  4 , 4 3 8 , 0 0 0  4 , 6 3 8 , 0 0 0
I

Property Maintenance 2,915,000 3,047,000 3,184,000 3,327,000 3,477,000
Energy and Utilities

‘ 1

2,596,000 2,713,000 2,835,000 2,962,000 3,096,000
---- --- -- - --- -- -- - -- - ---- ---- - --------- - - ---- --- - -

Total 15,445,000 16,149,000 16,880,000 17,654,000 18,447,000
--- -- -- - - - - ----- - - -- - ------- - - ----- - ---- --------- -

1

INCOtlE BEFORE FIXED CHARGES 15,319,000 16,106,000 16,862,000 17,807,000 18,559,000
---------- --------- - -------- -- -------- -- --------- -

FIXED CHARGES
Real Estate Taxes & Licenies 1,’593,000 1,664,000 1,739,000 1,S17,000 1,899,000
Building & Contents Insurance 1,370,000 1,436,000 1,504,000 1,577,000 1,653,000
Ski Slope Land Lease 299,000 .314,000 :330,000 348,000 366,000

-- --- ---- - -- =-- - --- - - --,-- - ---- ---------- -- --------
Total 3,262,000 3,414,000 3,573,000 3,742,000 3,918,000

-------- -- --------- - --------- - -------- -- - - --------

INCOllE BEFORE RESERVE 12,057,000 12,692,000 13,289,000 14,065,000 14,641,000
------- ------ ------ ------- ------- ------ - -------- --

Reserve for Replacement 1,884,000 1,972,000 2,062,000 2,162,000 2,258,000
--------- ----- ------ --------- ----- ------ ------ ----

NET OPERATING INCOME 10,173,000 10,720,000 11,227,000 11,903,000 12,383,000
---------- --------- - -------- -- ---------- --------- -

NOTE: This statement should be read subject to the comments in the attached report.
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Projected Operating Results . Ratioe.to  Revenue
800” Guest Units . . . ..’ .

1992 ‘ 1993 1994 .:”” 1995 “1996 ~
-------- -- -------- -- ---------- ---------- ----------

Room Occupancy 45x 52X 57% 59x 60%
Average Room Rate $110.00 $120.00 9133.00 9138.”00 9144.00

REVENUES
RooaIs
Food
Beverage
Ski Department
Other Operated Departments
Retail Leaee Income

Total

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCOME

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
Harketing
Property Ilaintenance
Energy and Utilities

Total

INCOME BEFORE

FIXED CHARGES
Real Est’ate

39. 2x 40. 8X 42. 4% 42. 1% 42. O%
26. 4X 25. O% 23. 7X 23. 4% 23. 5%
8.2X 7.8X 7.3% 7.3X 7.3X

17. 6X 17. 3x 17. 4X 18. 1% 18. 1%
8. lx a. lx 8. OX 7 . 9 x 7.9x
o. 5x o. 9x 1.2X 1.2X 1.2%

- -- -- - - --- ------- --- ---- - - ---- - ---- - ---- -- ------ - -
100. o% 100. ox 100. o% 100. 0% 100. ox

--------- - --------- - ------- --- -------- -- -------- --

29. OX 26. 7X 24. 6X 24. 6X 24. 5X
87. 6% 86. 9x 86. 5X 86. 4x 86. 3X
52. 5X 48. 5X 45. 5x 43. 6X 43. 1%
80. OX 80. OX 80. OX 80. ox 80. OX

------- -- - ---------- -------- -- ------- - -- -- -- - ---- -
57. 4X 54. 3X 51. 5x 51. lx 51. 0%

------ - - -- ---------- - ----- - - -- ---- -- - --- - - - ------ -
42.6% “45:7X 48. 5X 48;9%” 49. ox

------- - -- -- - ---- - -- --- ------ - - - -------- -- - - ----- -

11. 3% 10. lx 9.8X 9.7x 9.6X
8.4% 7.2X 6.5% 6. 3X 6. 2X
5.2x 4.7x 4. 5% 4.7% 4.6X
5.2% 4.7x 4.3x 4.2X 4. lx

-- --------  - --- - ----- ---------- ---------  - -- - ------  -

30. 2x 26. 8X 25. 1% 24. 9X 24. 6X
--- - ------  ------  - --- ---------- ---------- ----------

FIXED CHARGES 12. 5x 18. 9X 23. 4X 24. OX 24. 4X
------  - --- ----------  ----------  ----- - ---- -------  ---

Taxes k Licenses 3.5X ‘3.iX “ 2.7% 2.6X 2.5X
Building & Contents InBUranCe 2.6X 2. 4% 2.2x 2.2% 2.2x
Ski Slope Land. LeaBe o. 5x o. 5x .0. 5x o. 5x o. 5X

-- ----- - - - ---------- ---------- ---------- ----------

Total 6. 5X 5. 8X 5.3x 5. 2x 5.2x
---------- -- - ------- ---------- ---------- ----------

INCOME BEFORE RESERVE 5.9x 13. lx 18. 1% 18. 8X 19. 2x
------- - -- ------ - --- --------- - ----- - ---- ------ - ---

Reserve for Replacement 1.0% 2. ox 3. ox 3. ox 3. ox
---------- ----- - ---- ------ ---- - - -------- --------- -

NET OPERATING INCOME 4.9x 11. lx 15. lx 15. 8% 16. 2X
------ - --- ---------- ---------- - -- - - --- - - ------- - --

NOTE: This statement should be read subject to the comnents in the attached report.
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i
projected Operating Results ,,. ,, Ratios to.Revenue
800 Gue6t.Un+ts ““... .’ ~. . .

1 9 9 7 ” ’ 1998’ ““’ 1999 “ 2000 :2 0 0 1
---------- ----------  ---------- ----------  ----------

Room Occupancy 60% 60% 60% 60% 60%
Average Room Rate 9150.00 $157.00 S164. 00 9172.00 9179.00

\

REVENUES
Room6
Food
Beverage
Ski Department
Other Operated Departments
Retail LeaBe Income

Total

41. 0% 41. 8X 41. 8% 41. ax 41.7%
23. 5x 23. 4% 23. 4Z 23. 3X 23. 3%

7.3x 7.3% 7 . 3 x 7 . 2 X 7 . 2 x
18. 3X la. 4%, 18. 4% 18. 5X 18. 7X

7 . 9 x 7 . 9 x 7 . 9 % 7:9% 7 . 9 x
1.2% 1 . 2 x 1 . 2 x 1.2% 1.2%

- - - - - - - -  - -  - - - - - - - -  - -  - - - - - - - -  - -  - - - - - - - -  - - --------. -

100. o% 100. o% 100. o% 100. o% 100. o%
- - - - - - - - - -  - - - - - - - - -  - - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -

DEPARTMENTAL EXPENSES

I

Rooms 24. 6% 24. 5x 24. 6% 24. 5X 24. 6X
Food 6 Beverage 86. 3x 86. 3% 86. 3X 86. 3% 86. 3X
Ski  Department 42. 9X 42. 8% 42. 7% 42. 5% 42. 3%
Other Operated Departments 80. O% 80. O% 80. O% 80. 0% 80. 0%

I
- - - - - - - - -  - -- - - - -  - - - -  - -  -  - - - -  -  - -  - -  -  - - - - - - -  -  -  - - - -  - - - -

T o t a l 51. 0% 50. 9X 50. 9% 50. 8X 50. 8%
- - - - - - - - -- -- - - --- - - - -- -- - ----- --- - -- - - -- - - --- - --- -

1, D E P A R T M E N T A L ”  INCO?lE 49;0% 49. 1% 49. 1% 49. 2x 49. 2x
---------- ------- - -- -- - ------ - -- - --- - - -- ----- - --- -1

UNDISTRIBUTED OPERATING EXPENSES
I AdminlBtratlve  and General 9.6% 9.6% 9.6X 9.6% 9.6%

I Harketing 6. 2X 6.2X 6.2X 6. 2X 6.2%
Property ?faintenance 4.6X 4.6% 4.6X 4.6% 4.6X
Energy and UtilitieB 4. lx 4. 1% 4. 1%

I

4. 1% 4. lx
--- ---- - - - ------ -_---- ------ ----- ------ -----------

Total 24. 6% 24. 6X 24. 6X 24. 5X 24. 5X
---------- ---------- ---------- ---------- ----------

I INCOIIIE BEFORE FIXED CHARGES
I

FIXED CHARGES
Real Estate Tax”es & LicenBe6
Building & Contents Insurance
Ski Slope Land Lease

Total

INCOHE BEFORE RESERVE

Reserve for Replacement

NET OPERATING INCOME

24. 4% 24. 5% 24. 5X 24. 7% 24. 7%
--- - ------ --- - ------ - - ----- - -- ---------- - - -- - - --- -

2.5x 2.5% 2.5% 2.’5%
2.2x 2.2x 2.2% 2.2% 2. 2%
o. 5X 0. 5% o. 5% o. 5% o. 5x

- - -----  - - - ------- - -- --- - -- ---- ----------  ---------  -

5.2x 5.2x 5.2X 5.2X 5.2x
-------  - - - - ---- - --- - --------  -- - - --- --- - - - - --- - -- --

19. 2x 19. 3% 19. 3% 19. 5% 19. 5X
---------- --------  - - ------ ---- ------- --- ---- - -----

3. o% 3. o% 3. o% 3.0% 3. o%
--- - - ----- --- - ------  -----  -----  - ------  --- ----------

16. 2X 16. 3X 16. 3% 16. 5% 16. 5X
-- --------  --- ---- --- --- -- - - --- - -----  - --- ----------

NOTE: This statement should be read subject to the comments  in the attached report.

——— —
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\

Projected”Oper.sting Re8UltB
800. Ghest IJnits

Room Occupancy
A v e r a g e  Room Rate

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail  Lease Income

Total
I

DEPARTMENTAL EXPENSES

I
Rooms
Food L Beverage
Ski Department
Other Operated Departments

1

I
Total

DEPARTMENTAL’INCOHE

Annual Apounts Per Available Room

1992” “1993 ““ X994 “’ .1995”
1996. ~~ .“

---------- -------- -- -------- -- --------- - --------- -
45x 52X 57x 59x 60%

9110.00 9120.00 9133.00 9138.00 9144.00

918,068 922,776 927,671 S29, 719 931,536
12, 163 13,978 15,441 16,523 17,636
3,770 4,333 4,786 5, 123 5,468
8,109 9 , 6 7 9 11,315 12,758 13,.619
3,749 4,526 5, 185 5,608 5,960

248 516 810 846 885
-- --- - - -- - --- - - -- --- ----- - - - - - --- - - - ---- ----------

46, 105 55,808 65,209 70,575 75,104
-------- -- --------- - ---------- --------- - --------- -

5,231 6,076 6,805 7,301 7 , 7 2 9
1 3 , 9 5 9 1 5 , 9 1 5 1 7 , 5 0 6 1 8 , 7 0 0 1 9 , 9 2 9

4 , 2 6 0 4 , 6 9 3 5, 145 5 , 5 6 3 5 , 8 7 0
2 , 9 9 9 3 , 6 2 1 4, 148 4 , 4 8 6 4 , 7 6 8

- ---  - -  - -  - - - - - - - - - - - - - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -

2 6 , 4 4 9 3 0 , 3 0 5 3 3 , 6 0 4 3 6 , 0 5 0 3 8 , 2 9 5
- - - - - - - - - -  - - - - - -  - - - - -- - - - ----- - - - ---- - - - - --’---- - - -

1 9 , 6 5 6 2 5 , 5 0 3 3 1 , 6 0 5 3 4 , 5 2 5 3 6 , 8 0 9
---------- ---------- -- - - ------  ------- - -- ---- - -- ---

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General 5,228 5,635 6,371 6,829 7,230
Herketing 3,880 4,041 4,246 4,448 4,653
Property Maintenance 2,383 2,650 2,928 3,328 3,488
Energy and Utilities 2,416 2,616 2,803 2,958 3, 105

I
- - ------ -- -- -- ------ --------- -- -------- -- ------ ----

Total 13,906 14,943 16,348 17,561 18,475
--- ------ - --- ------- ---------- ---------- --------- -

INCOHE BEFORE FIXED CHARGES 5,750 10, 560 15,258 16,964 18,334
---------- -------- -- -------- -- ---------- --------- -

FIXED CHARGES
Real Estate Taxes L Li”censes 1,598”” “ 1 , 6 6 9 ‘1,745 1,823 1 , 9 0 5
Building L Contents Insurance 1,204 1,319 1,438 1, 549 1,634
Ski Slope Land Lease 211 251 294 3 3 1 3 5 4

----------  --  -------  - -------- - - ---- ------ ------”-- - -
Total 3,013 3,239 3,476 3,703 3,893

----------  ----------  --  - ------- ---------- - - - - - -----
INCOHE BEFORE RESERVE 2,738 7,321 11,781 13,261 14,441

---------- ---------- ------- - -- - ----- - --- - -- ------ -
Reserve for Replacement 461 1, 116 1,956 2,118 2,253

--- - - ----- ---------- ---------- ----- ----- --- ------ -
NET OPERATING INCOHE 92,276 96,205 $9,825 911, 144 $12, 189

I - - -------- ----------  ----------  --  -------  -  ----  --  ----
1

NOTE: This statement should be read subject to the comments in the attached report.
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Projected .Operating Results ,, . . . Annual,Amounte Per Available Room
800 Guest Units - ~ , . . .

1997 “ 1998 i.999 .- 2000 2 o o i
-------- -- -------- -- -------- -- -------- -- -------- --

Room Occupancy 60% 60% 60% 60% 60%
Average Room Rate 9150.00 9157.00 9164.00 9172.00 9179.00

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

Total

DEPARTMENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

Total

DiPART1’lENTAL INCO?lE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
?larketing
Property llaintenance
Energy and Utilities

Total

INCOHE BEFORE

FIXED CHARGES
Real Estate

$32,850 934,383
la, 42a 19,249
5,713 5,968

14,354 15,099
6,228 6,509

924 966
--------- - --------- -

78,495 82, 173
-------- ------ ------

935,916 937,668 939,201
20,121 21,028 21,969
6,238 6,519 6,810
15,851 16,708 17,583
6,801 7, 108 7,428
1,009 1,055 1,103

---------- --------- - ----------
85,936 90,084 94,093

---------- ---------- ----------

8,076 8,440 8,820 9,216 9,631
20,823 21,751 22,736 23,761 24,825
6,159 6,456 6,761 7,094 7,438
4,983 5,206 5,441 5,686 5,941

--- ------- - --------- ---- - - - --- ----- - ---- - -- - - ---- -
40,040 41,854 43,759 45,758 47,835

- -------- -- ------- - -- --- - ----- - --- ----- - - --- ---- ---
38,455 40,319 42, 178 44, 326 46,258

-------- -- ---------- --- ------- ---------- - - --------

7,556 7P 906 8,268 8,659 9,045
4,861 5,080 5,309 5,548 5,798
3P 644 3,809 3,980 4, 159 4,346
3,245 3,391 3,544 3,703 3,870

--- -- ----  - -- - ---- - -- -----  - --- - --- - ------  ------  ----

1 9 , 3 0 6 2 0 , 1 8 6 21, 100 2 2 , 0 6 8 2 3 , 0 5 9
-----  ----- --- -----  - - - - ------ -- ----------  -------  - --

FIXED CHARGES 19, 149 20, 133 21,078 22,259 23, 199
--------  - - - - - ---- --- ---- - -----  ---- ------ ----- -----

Taxes & Licenses 1,991 2;’080 2,174 “ 2;271 2 , 3 74
Building 6 Contents Insurance 1,713 1; 795 1; 880 1,971 2,066
Ski Slope Land Lease 3.74 393 413 435 458

--- ----- - - - - ---- -- -- ---------- ---------- ----------
Total 4,078 4,268 ,4,466 4,678 4,898

---------- -------- - - ---------- ------- --- ----------
INCOME BEFORE RESERVE 15,071 15,865 16,611 17,581 18,301

--,---- - --- -------- - - ------ -- -- -------- -- ----------
Reserve for Replacement 2,355 2,465 2,578 2,703 2,823

--- -- - ---- ------- -- - - - - --- - --- - - - --- - --- --- ------ -

NET OPERATING INCOHE 912,716 913,400 $14,034 914,879 915,479
------- - -- --- - ----- - -- ------ - - - --------- --------- -

NOTE: This statement should be read subject to the comments in the attached report.
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!
Projected operating Re6ultB Amounts  P e r  O c c u p i e d . R o o n  N i g h t
800 GueStlJnlts ..’ .’ ,“, “,. ., ““. .’ ‘,’ . ,1996 “,

1 9 9 2 1993 1 9 9 4 , 1995
- - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -

Room Occupancy 45x 52X 57% 59% 60%
Average Room Rate 9 1 1 0 . 0 0 9 1 2 0 . 0 0 9 1 3 3 . 0 0 S138. 00 9 1 4 4 . 0 0

REVENUES
Rooms
Food
Beverage
Ski Department
Other Operated Departments
Retail Lease Income

T o t a l
1

DEPARTMENTAL EXPENSES

i Rooms
Food & Beverage
Ski Department
Other Operated Departments

I

9110.00 9120.00 9133.00
74.05 73.64 74.22
22.95 22.83 23.01
49.37 50.99 54.39
22.82 23.85 24.92
1.51 2.72 3.89

------ ---------- ----- ------ ---

280.70 294.03 313.43
---------- ---------- ----------

9138.00 9144.00
76.72 80.53
23.79 24.97
59.24 62.19
26.04 27.21
3.93 4.04

- - - - - - - -  - -  - - - - - - - -  - -

3 2 7 . 7 2 3 4 2 . 9 4
- - - - -- - - - - - - - -- ---- -

31.85 32.01 32.71 33.90 3 5 . 2 9
8 4 . 9 8 8 3 . 8 5 8 4 . 1 4 8 6 . 8 4 9 1 . 0 0
2 5 . 9 4 2 4 . 7 2 2 4 . 7 3 2 5 . 8 3 2 6 . 8 0
1 8 . 2 6 1 9 . 0 8 1 9 . 9 4 2 0 . 8 3 2 1 . 7 7

- - - - - -  - - - - - - - ------  - - - - - - - - - -  - - - - - - - - - - -  - - - - - - - - -  -

Total 161.03 159.67 161.52 167.40 174.86
------ - - -- - ------ - - - - -- ------ - ------ ----- ------ ---

DEPARTMENTAL INCOHE” 119.67 134.37 151.91 160.32 ‘ 168.08
------ - --- - - -------- --------- - -------- - - --------- -

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General 31 .83 29.69 30.62 31.71 33.01
Harketing 23 .62 21.29 20.41 20.65 21.24
Proper ty  Ilaintenance 14.51 13.96 14.07 15.45 15.92
Energy  and  Ut i l i t i e s 14.71 13.78 13.47 13.73 14.18

-- - - - - - -  - - --- -- ----- .- ---- -- --- -- ------- - - ---- - ----
T o t a l 84 .67 78.73 78.57 81.55 84.36

- - - - - - - -  - - - - ---- - --- - - - ------ - ---- -- ---- ---- ----- -
INCOHE BEFORE FIXED CHARGES

FIXED CHARGES
R e a l  EEtate  Taxes & L i c e n s e s
Bu i ld ing  L Contents  Insurance
Ski Slope Land Lease

Tota l

INCOHE BEFORE RESERVE

Reserve for Replacement

35.01 55.64 73.34 78.77 83.72
- --------- ------ - --- -- ------ - - ------- --- - ------ ---

9.73
7.33
1.29

-- ------- -
18.34

----------
16.67

----------

2.81

8.79 8 . 3 9 ’ a.46 ‘“ 8:70
6.95 6.91 7.19 7.46
1.32 1.41 1.54 1.62

--- - - ---- - --- - ----- - - -------- - ------- ---
17.06 16.71 17.19 17.77

----- ----- ---------- - --------- ----------
38.57 56.63 61.58 65.94

----- - - - -- - - ------ -- ------ -- -- - -- ---- ---
5.88 9.40 9.83 10.29

NET OPERATING INCOHE
i

NOTE: This statement

------  - - - - --- - -----  - -----  - - - -- - -- --- - --- ----- - -- - -

913.86 $32.69 947.22 951.75 955.66
---------- ---------- ---------- --------- - --------- -

should be read subject to the comments in the attached report.

I

-— ——
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P r o j e c t e d  O p e r a t i n g  Resul~s. Amunts Per-O ccypied Room Night
800 Guest Units ; “ .“

..“,. ,
1997 “.’’i998” ““ 1999 2&Q “2M1 ‘

------- --- -_ -- - -- - - - - - - -- - - -- - - - - -- -- -- - - - - - - - -- - -

Room Occupancy 60% 60% 60% 60% 60%
Average Room Rate 9150.00 9157.00 9164.00 $172.00 9179.00

REVENUES
Rooms
Food
Beverage
Skl Department
Other Operated Departrnent8
Retail Lease Intone

Total

DEPARTIYENTAL EXPENSES
Rooms
Food & Beverage
Ski Department
Other Operated Departments

Total

DEPARTMENTAL INCOHE

UNDISTRIBUTED OPERATING EXPENSES
Administrative and General
llarketing
Property Maintenance
Energy and Utilitie8

Total

INCOME BEFORE FIXED CHARGES

FIXED  CHARGES
R e a l  Estate Taxes & Licenses
Buildlng & Contents I n s u r a n c e
Ski Slope Land LeaBe

T o t a l

INCOHE BEFORE RESERVE

Reserve for Replacement

NET OPERATING INCOME

9150.00 9157.00 9164.00 9172.00
84.14 87.89 91.88 96.02
26.08 27.25 28.48 29.77
65.54 68.94 72.38 76.29
28.44 29.72 31.06 32.45
4.22 4.41 4.61 4.82

---------- ---------- ---------- ----------
358.42 375.22 392.40 411.34

- - -- - - - - - - - - - - - - - - - - - - -- - - --- - --- - - --- - -

9179.00
100.31
31.10
80.29
33.92
5.03

------ ----
429.65

------- ---

36.88 38.54 40.27 42.08 43.98
95.08 99.32 103.82 108.50 113.36
28.12 29.48 30.87 32.39 33.96
22.75 23.77 24.85 25.96 27.13

- -- --- ---- --- - - -- - - - --- -- - ---- ------ ------- -------

182.83 191.11 199.81 208.94 218.42
-- -- -- ---- ----- - - -- - ---------- ------- - -- -- ---- -- - -

175.59 I84.1O 192.59’ 202.40 211.22
- - -------- --- - ------ ------- - -- ----- - ---- ----------

34.50 36.10 37.75 39.54 41.30
22.20 23.20 24.24 25.33 26.47
16.64 17.39 18.17 18.99 19.85
14.82 15.49 16.18 16.91 17.67

--------- - -- --- - - -- - -------- - - --- ------- ---- ---- --
88.16 92.17 96.35 100.76 105.29

--------- - - - ---- - --- ------ - --- ------- --- ----- ---- -
87.44 91.93 96.24 101.64 105.93

---------- ---------- ------ --- - -- - - -- - -- - ---- ---- --

9.09” 9.50 “’9.93 10.37 10.84
7 . 8 2 8 . 2 0 8 . 5 8 9 . 0 0 9 . 4 3
1 . 7 1 1 . 7 9 1 . 8 8 1 . 9 9 2 . 0 9

- - - - - - - - - -  -  - - - -  -  - - -  -  - -  -  - - - - - - -  - - - - - - -  -  - -  - - - - - - - - - -

.18.62 19.49 2 0 . 3 9 21;36 2 2 . 3 6
- - - - - - - - - - - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  -  - - - - - - -  -  -

6 8 . 8 2 7 2 . 4 4 7 5 . 8 5 8 0 . 2 8 8 3 . 5 7
- - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  - - - - - - - - - -  -  - - - - - - - -  -

1 0 . 7 5 11.26 11.77 12.34 12.89
--- ---- --- - - -------- ------ - -- - --- ------- ----------

$58.07 961.19 964.08 967.94 970.68
---------- ---------- ---------- - - ----- - -- ----------

NOTE: This statement should be read subject to the comments in the attached report.

—.
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. “ EAGLE VALLEY” RESORT . . . . ~~ . ..-
Development Co8t8 ., . . . .

Number Coet Per
of Units Unit Estimated Cost (000)

Site
Land Cost  (Re80rt)
L a n d  Cost (Go l f )
E n g i n e e r i n g
Roads
u t i l i t i e s
Contingency

I
Structures

Hotel Golden Eagle
Hotel Black Eagle
Apartments
Retail Space
Ileeting Space
Swimming Hall
Tennis Hall
Church
Garage

FF&E
Hote18
Apartment FFE

I Conv Ctr
Other

----- . .- ---- - - - -- - -- - --- - - - - - - - - - - - - -- - - ------- - -

916,604
1,600
2,800

400
6,000
5,013 :

791

177,700
1 7 8 , 6 0 0
2 1 1 , 9 0 0

3 0 , 0 0 0
1 0 , 0 0 0
4 0 , 0 0 0
2 6 , 8 0 0

6 , 0 0 0
7 5 , 0 0 0

500
300

1 Recreation
Ski Area
Golf Course

I Swimming Pool & Spa
\

Preliminary. Cost8

Total Before Profit
Developer’s Profit

Total Development Co=t, 1989 Dollars
Inflation Adjuaitntent

Projected Development CoBt

Rounded Estimate

982
S82
$80
$65
982
$89
989
999
923

957,203
14,571
14,645
16,952
1,950
820

3,560
2,385

594
1,725

98, 100
98,000 4,000

911,000 3,300
300
500

537,772
34,572
3,000

200

.s10,000
------------

$ 1 2 9 , 6 7 9
2 5 , 9 3 6

- - - - - - - - - - - -

$ 1 5 5 , 6 1 5
1 2 , 0 0 0

----------  --

$ 1 6 7 , 6 1 5
- - - - - - - - - -  - -

9 1 6 8 , 0 0 0
- - - - - - - - - - - -

-. —
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year

1992
1993
1994
1995
1996
1997
1998
1999
2000

) 2001

,.

Projected
NOI (1)

$1,821
$4,964
$7,860
$8,915
$9,751

$10,173
$10,720
$11,227
$11,903
$12,383

Debt Income Net Return
Service Tax ash Flow t o  ~ui ty

$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678
$7,678

-o - $(5,857)
-o - $(2,714)
-o - $ 182
-o - $ 1,237
-o - $ 2,073
-o - $ 2,495
-o - $ 3,042
-o - $ 3,549
-o - $ 4,225
- o - $ 4,705

-5.7%
-2.7%

0.2%
1.2%
2.0%
2.4%
3.0%
3.5%
4.1%
4.6%

I
A-18

. .. . . .

Cumulative
Return

$(5,857)
$(8,571)
$(8,389)
$(7,152)
$(5,079)
$(2,584)
$ 458
$ 4,007
$ 8 , 2 3 2
$12,937

I (1) Net Operating Income is defined as income before deducting depreciation,
rent , i n t e r e s t , mrtization, and income taxes.

i

[
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Direct Vis i tor Expenditures

A-19

.,. .

Sutnne r Winter Shoulder Total

New Room Nights 72,000 25,000 10,000 107,000
Double Occupancy Factor 2.0 2.0 1.5

New@est Nights 144,000 50,000 15,000 209,000
$ Spent Per Day (Anchorage Area) $135 $135 $135 $135

Dollars Spent in Anchorage 19,000,000 7,000,000 $ 2,000,000 $28,000,000

i

New @est Nights 144,000
Average Stay 2.5

New Induced ~ests 58,000
Days Visiting Other Areas 4

@est  Days in Other Areas 232,000
$ Spent Per Day (Other Areas) $125

Dollars Spent in Other Areas $ 29,000,000

Total Visitors Dollars
Spent in Alaska

15,000 159,000
2.5

6,000 64,000
4 4

24,000 256,000
$125 $125

$ 3,000,000 $32,000,000

$ 48,000,000 $ 7,000,000 $ 5,000,000 $60,000,000

Total New Visitor Expendit’u”res

Direct Indi rec t

Anchorage Area $28,000,000 $26,000,000
Other A~aska  Areas 32,000,000 30,000,000

Total $60,000,000 $56,000,000

I



A-20

.“. , .
. .

S*;Y of. Estibted  Eoonomic-  I@acts “. “ ~ ~ , ,~. :“., .

~nstruet ion Phase
New direct jobs
NW indirect jobs

I Operating Phase
New direct jobs
New indirect jobs

i
~ DI~ TAX REVENUE ~ A REPRESENTATIVE YEAR

““”\ Park ~ncess ion Fees
Real Estate and Personal Property Tax
Hotel Occupancy Tax

I ~~ED EXPENDITURES

Construction Phase
Direct Construction Expenditures

Operating Phase
Direct New ~est Expenditures

- Anchorage Area
- Other Alaska

Total

Indirect (at  1.92 spending multiplier)
- Anchorage Area
- Other Alaska

Total

800 Unit Resort

550
340

800
500

$208,000
$1,120,000
$1,486,000

$110,000,000

$ 28,000,000
32,000,000

t 60,000,000

$ 26,000,000
30,000,000
56,000,000
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DO- rwhlc Prorlle

Compound Averag&
Annual Growth Rate

1980-1987 19137-199~
Projected

1982 1984 1985 1986 1987 1992
Population

1980

239,500 231,100 252,900
551,700 545,700 611,800

4. E
4.2%

4.5%
4.5%

10. X
9.5%

5.5%
4. n

11.5%
901%

6.Z
4.4%

1.8%
2.3%

2.1% ,
2.6%

8.8% ““
lo. o~ .

,,

6 . 6 %
7.2%

,’
,’

7. 6%,
8.3%

5.4% :
5.6% .“,

..”

196,300 229,800 237,100
454,000 523,700 537,800

Anchorage 175,500
State of Alaaka 410,200

Population, Houeeholde

7 2 , 1 0 0 83,800 87,400
156,300 178,700 185,300

88,500 85,100 94,600
190,300 186,500 212,100

Anchorage 62,700
State of Alaaka 136,600

Effective Buyim Incoa (000)

$3,865,706 $3,649,024 $5,575,160
$8,144,445 $7,876,698 $12,669,246

$2,536,781 $3,500,946 $3,792,676
$5,417,770 $7,288,594 $7,841,910

Anchorage $1,849,807
State of Alaska $4,178,047

Imom Per Houeehold

$35,184 $41,777 $43,394
$34,663 $40,787 $42,320

$44:6;: $42,879 $58,934
$42,234 $59,732

Anchorage $29,503
State of Alaska $30,586

Reteil Selee  (000~

Anchoraga $1,156,435
State of Alaaka $2,295,107

$1,500,866 $2,440,434 $2,596,640
$2,956,878 $4,173,888 $4,355,797

$2,675,045 $2,475,699 $3,576,763
$4,507,806 $4,227,151 $6,299,887

%lee Per Houeehold

$30,227 $29,092 $37,809
$23,688 $22,666 $29,702

“$20,816 $29,122 $29,710
$18,918 $23,357 $23,507

Anchorage $18,444
State of Alaaka $16,802

Source: Salaa  and Marketlnq Management, II and ltData sErViCe”.!Isurvey Of Buyirt9 power

.,.
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Private Em~loyment

Mining

Construction

Manufacturing

Transportation/Communication/Utilities

Trade

Wholesale Trade

Retail Trade

Financ8/lnaurance/Real  Eetete

Services & Miecellaneoue
Government

Federal
State
Local

Total Nonagricultural

Unemployment Rate*

.—— — ——-. —. — ‘+-

Non-agricultural Maga and Salary ~loyrnnt
Anchorme

1980 1981 1982 1983 1984 1985 1986

2,700
5,400
2,700
8,000

17,000
4,100

12,900
5,300

17,000
22,000
9,500
5,000
7,400

3,400
6,000
3,100
8,400

19,700
4,800

14,900
5,700

19,300
23,000
9,600
5,500
7,900

3,700
8,400
2,900
8,400

22,900
5,500

17,400
6,400

21,400
23,900
9,800
6,100
7,900

3,500
9,700
2,700
8,900

25,500
6,000

19,400
7,300

22,900
24,700
9,900
6,500
8,300

3,800
10,100
2,700
9,400

26,900
6,600

20,400
8,300

25,200
25,400
10,200
6,600
8,700

3,900
9,300
2,800
9,600

27,300
6,600

20,700
8,600

26,300
26,400
9,900
7,300
9,200

3,700
7,200
2,500
9,800

25,800
6,200

19,700
8,200

24,900
26,400
10,000
7,200
9,100

80,000 88,600 98,000 105,200 111,800 114,300 108,500

7.0% 6.7% 7.3% 7.3% 7.5% 7.2% 8.6%

October
1987 1988—  —

3,200 3,650
5,600 4,900
2,300 2,250
9,400 9,600

23,400 24,150
5,400 5,500

18,000 18,650
7,400 7,150

23,700 23,800
26,000 26,100
10,400 10,350
6,700 7,200
8,900 8,550

101,100 101,600

8.5% 6.%

— .

Source: State of Alaska, Department of Labor

* Unemployment ratea for 1980-1987 are annual averagee
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Mn-agricultural UqeJ end %lsry E=ployeent
State of Alaeka

1980 1981 1982 1983 1984 1985

Private Employment

Mining

Conetruct.ion

Manufac tur ing

T r a n s p o r t a t i o n / C o m m u n i c a t i o n / U t i l i t l e a

T r a d e

Wkleeale T r a d e

R e t a i l  T r a d e

F i n a n c e / I n s u r a n c e / R e a l  Estate

Servicee & Miscellaneous
Government

Federal

State

Local

6,700
10,600
14,000
17,200
29,400

5.,500
23,800
8,100

30,200
54,800
17,700
15,400
21,600

8,900”
13,000
14,100
18,300
33,200
6,500

26,800
8,800

33,500
57,200
17,500
16,600
23,100

8,900
16,900
12,900
18,600
37,700
7,200

30,500
9,900

37,000
60,000
17,700
18,000
24,400

8 , 2 0 0
20,700.
12,100
18,800
41,400

8,000
33,400
10,700
39,700
62,800
17,700
18,900
26,200

8 , 7 0 0
20,400
11,300
19,200
44,500

8,700
35,800
12,200
43,000
66,500
18,100
19,300
29,100

9,500
18,600
12,100
18,700
45,800

8,700
37,100
12,800
44,800
68,300
17,600
20,500
30,300

Total Nonagricultural 170,900 187,100 201,900 214,400 225,700 230,700

Unemployment Rate* 9.6% 9.2% 10.W 10. 3% 10. 2% 9.6%

1986

9,100
13,400
12,600
17,900
43,700

8,100
35,500
12,400
43,700
68,000
17,600
20,200
30,200

220,700

10. 9%

1987

8,500
10,600
13,500
17,700
41,400

7,400
34,000
11,200
41,700
65,700
18,000
18,700
29,000

210,300

10. 8%

October . . .
1988

8,800
10,000
13,300
17,800
42,000

7,300
34,700
10,600
41,500
67,800
18,000
20,700
29,100

211,800

8.4%

.

Source: State of Alaska, Department of Labor

* Unemployment rates for 1980-1987 are annual averagea
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Year
- - - - -
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Year
- - - - -

1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

B-4

ANCHORAGE AIR:PASSENGER TRAFFIC
.,..

‘Domestic
. - --- - - - - - - - _- - - - - - - - - _ - _ - -- - - - - - - ----- ---- - - - - _ - - - --

In/Out
------ ___

923,949
1,026,962
1,329,694
1,627,122
1,795,905
1,838,566
1,960,063
1,946,600
2,076,930
2,282,508
2,524,624
2,615,587
2,882,364
2,942,951
2,668,672
2,650,892

x-----

11%.
29X
22X
10%
2X
7X
-~~
7%
10%
11%
42

10%
2X

-g%
_~~

--------  - _- ---- - -

Transit %
- --- - --,-- - ----

49,883 -
89,980 80%
131,061 46X
161,694 23X
119,423 -26%
98,737 -17X
89,474 -9%
100,503 12%
107,781 7X
74,578 -31%
85,788 15X
87,662 2%
113,311 29X
122, 550 8%
152,050 24%
157,977 4%

International
-------------------- -

T o t a l %
- - - -  - - - - -  - - - - -

973,832 -
1 , 1 1 6 , 9 4 2 15X
1 , 4 6 0 , 7 5 5 31X
1 , 7 8 8 , 8 1 6 22x
1 , 9 1 5 , 3 2 8 7%
1 , 9 3 7 , 3 0 3 l x
2 , 0 4 9 , 5 3 7 6X
2 , 0 4 7 , 1 0 3 -o%
2 , 1 8 4 , 7 1 1 7X
2 , 3 5 7 , 0 8 6 8X
2 , 6 1 0 , 4 1 2 11%
2 , 7 0 3 , 2 4 9 4%
2 , 9 9 5 , 6 7 5 11%
3 , 0 6 5 , 5 0 1 2X
2 , 8 2 0 , 7 2 2 -8%
2 , 8 0 8 , 8 6 9 -ox

- --------------

In/Out i Transit X’. “Total Z
--------- --- -_ --------- ----- --------- -----

43,570
65, 862
82, 900

100, 064
111, 535
96,698
54,285
51,452
55,981
60, 454
54,529

48,852
56,961
56,065
60,248
70,252

583,228
51X 706,065
26X 749,411
21% 723,068
11X 816,609

-13% 877,322
-442 1,076,926
-5x 1,166,971
9% 1,349,113
8X 1,428,628

-lo% 1,339,294
-lo% 1,285,017
17X 1,447,861
-2x 1,512,279
7x 1,475,504
17X 1,548,854

21%
6X
-4%
13%
7%

23X
ax
16%
6 %
-6%
-4X
13%
4%

-2%
5X

626,798 -
771,927 23X
832,311 8X
823, 132 -1%
928, 144 13X
974,020 5%

1,131,211 16X
1,218,423 8X
1,405,094 15X
1,489,082 6X
1,393,823 -6X
1,333,869 -4%
1, 504, 822 132
1, 568, 344 4 %
1,535,752 -2X
1,619, 106 5X
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Year
-----

1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

. ’ .ANCHORAGEAIR  PASSENGER’”  TRAFFIC  ~~
. .

. ..”. . . . . . .,, . . . . :.. .

C o m b i n e d
- - - - - - -  - - - - - - -  - - - - - - -  - - - - - - -  - - - - - - -  - - - - - - -  - - - - - -  - - - - -

In/Out Z
- - - - - - - - -  - - - - -

967,519
1,092,824
1,412,594
1,727,186
1,907,440
1;935,264
2,014,348
1,998,052
2,132,911
2,342,962
2,579,153
2,664,439
2,939,325
2,999,016
2,728,920
2,721,144

13X
29X
22%
10%

1%
4x

-1%
7 x

10%
10%

3x
10%

2%
- 9 x
-o%

Transit %
--- - - --- - - -- --

633, 111
796,045
880,472
884,762
936,032
976,059

1,166,400
1,267,474
1,456,894
1,503,206
1,425,082
1,372,679
1,561,172
1,634,829
1,627,554
1,706,831

26X
11%
o%
6X
4x

20%
9x
15%
3x

-5%
-4%
14%
5X
-o%
5%

Compound Average Annual  Growth” Rates
Domestic I n t e r n a t i o n a l

In/Out 7. 3X In/Out 3.2%
Transit 8.0% Traneit 6.7%
Tot al 7. 3X Tot al 6.5X

T o t a l x
- - - - - - - -  - - - - - -

1,600,630
1,888,869
2,293,066
2,611,948
2,843,472
2, 911; 323
3,180”,748
3,265,526
3,589,805
3,846, 168
4,004,235
4,037, 118
4,500,497
4,633,845
4,356,474
4,427,975

Combined
In/Out
Transit
Tot al

18X
21X
14X

9%
2x
9x
32

10%
7x
4X
1%

11X
3 x

-6X
2X

7. lx
6 . 8 X
7. ox

i
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I-TIW
Rir France
&iti* Rirways
lberia
K. L. H.
Lufthansa
Sabena
s. L s.
Swiss Rir

Europe

i

I

I

China Rir
Japan flir Lines
Korean flir Lines

Far East

Flying Tiger
Other

Subtotal

-STIC
Rir Cal/krican
Rlaska
DeltalUestern
Hawaiian Dir
Korthmt
T. H.fl.

United

National

Em
Friendship Dir
Harbor Rir
Harkair
Penin5ula  Rir
Reeve
Ryan
South Central
Ui lburls

State

Oil tipanie5
Other

Subtotal

TOTA

In/Out

ti87”” ti88 % “Change

3,361 .3,331 -0.9%
13,074 11,547 -11.7%

o 631 -
4,914 5,717 16. 3%
6,300 6,755 7.2%
1,917 2,66’0 38. 0%
6,726 6,516 26. 6%
2,374 4, w 71.%

38,666 43,239 11.8%

2,634 3,325 26*B
12,318 15,568 26. 4%
1,294 3,001 131. %

— — -
16,246 21,894 34. 8%

o 0 0. 0%
5,336 5,119 -4. 1%

60,248 70,252 16. 6%

68,415 28,341 -58. 6%
844,534 905,457 7.2%
366,426 348,292 -4. %
28,330 64,028 126. 0%
173,732 139, m -19.4%
27,540 a, 931 -5. 8S
291,038 274,649 -5. 6%

1,800,0151,786,648 -0.7$
—-—
131,199 124,591 -5. w

1,445 5 -99. 7%
1,?23 1,984 15. 1%

299,343 320,381 7.(i%
8,737 25,379 190. 5%
42,317 39,508 -6. 6%
41,791 q 704 -38. 5%
115,832 99,242 -14.3%
9,083 10,893 19. 9%
——
651,470 647,687 -O. 6%

184,455 191,782 4.W
32,732 24,775 -24. B

2,668,6722,650,892 -o. 7%

2,728, W 2,721,144 -0.3
—-

Trarnit

.FY87 FY& % Change

123,998 119,875 -3. 3%
177,685 118,443 -33. 3%

o 33,931 -
90,536 90,946 0. 5%
101,722 133,199 30.9%
28,933 34,519 19. 3%
49,931 55,376 10. %
30,358 39, = 29. 6%

603,163 625,618 3.7%

58,908 65,279 10. 8%
400,498 402,930 0. 6%
266,416 307,373 15. 4%

725,822 775,582 6. S

112,812 122,067 8.~
33,707 25,587 -24. 1%

——— ——

1,475,504 1,548, #4 5.0%

o 0 0. 0%
74,068 78,42 5.9%

6,762 18,952 180. 3%
1,059 10,165 859. 9%
4,280 1,564 -63. 5%

o 0 O.w’
61,280 48,139 -21.4%

147,449 157,252 6.6%
— — —  —-

0’0 0. o%
o 0 0. 0%
o 0 0. 0%

476 O -100.0%
o 0 0. 0%
o 0 0. 0%
o 0 0. o%
o 0 0. 0%
5 0 -1oo. 0%
— —  —

481 0 -1oo. o%
— .

o 0 0.0%
4,120 725 -82.4$
—- —

152,050 157,977 3.9%
— —  —-

i,u7,554 1,706,831 4.%
. —  ——— —

Total

R87 .“ FY& % tiange

127,359 123,206 -3.3
190,759 129,990 -31.9%

o 34,562 -
95,4% %,663 1.3%
lq 022 139,954 29. 6%
30,850 37,179 20. 5%
56,657 @892 12. 8%
32,732 44411 32. 6%

641, = m,857 4.3

61,542 68,604 11.5%
412,816 418,498 1.4%
267,710 310,374 15.9%

742,068 797,476 7.5$

112,812 122,067 8.2%
39,043 30,706 -21.4%

1,535,7551,619,106 5.4$
-— —

68,415 28,341 -58.6$
918,602 983,889 7.1%
373,188 367,244 -1.6%
29,389 74,193 152. 5%
178,012 141,514 -20. 5%
27,540 25,931 -5. 8%
=, 318 322,788 -8.4$
——
1,%7,464 1,943,900 -0.2%

——
131,199 124,591 -5.0%

1,445 5 -99.7$
1,723 1,984 15. 1%

299,819 ~,381 6.9%
8,737 25,379 190.5$
42,317 39,508 -6. 6%
41,791 25,704 -38.5$
115,832 99,242 -14.3%
9,088 10,893 19.9%

——
651,951 647,687 -o. 7%

———
184,455 1’31,782 4.W
36,852 25,500 -30. 8%

—--—-
2,820,7222, m, 869 -o. 4%
—-— —— —-—
4,356,4744,427,975 1.6%
——— —— ——

—— .—
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B-7

I
I
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. . . .. . . . . . . .

l_TI~
Qir Fram
British Birways
Iberia
LLH.
Lufthansa
Sabena
s. fl.s.
%iss Flir

Europe

~ina  Rir
Japan Rir Lines
Korean Qir Lines

Far East

Flying Tiger
Other

Subtotal

00MESTIC
Rir Cal/Wrican
Qlaska
Delta/Uestern
Hanaiian Bir
Northwest
T.U. R.
United

National

Em
Friend~ip Rir
Harbor Rir
Markair
Peninsula Pir
Reeve
R y a n
South Central
Uilburls

State

Di 1 bpanies
Other

Subtotal

TOTk

1,637  1,685 B,
5,415 4,546 -16%

o 0 o%
1,830 2,712 48%
2, B63 2,362 -IB%

895 1,033 15%
2,174 2,575 18X

865 1,608 86%

15,685 16,521 5%

518 833 61%
4,024 4,539 13%

420 1,296

4,* 6,668 34%
——

0 0 0%
276 877 218%

——

20,922 24,066 15%

16,023 25,502 62%
284,816 279,638 -2%
i22, 468 103, 2a7 -16%

o 10,553 ERR
86,603 7& 449 -12%
12,022 14,055 17%

122,478 115,616 -6%
———

644,419 625,497 -3%

45,845 37,369 -18%
o 0 o%

530 7m 34%
103,226 %, 137 -7%

2,375 6,617 17%
14,389 15,302 “ 6%
14,908 15,691 5%
35,414 32,037 -lW
3,029 2,971 -2%

219,7i6 206,833 -6%
—— ——

50,012 49,153 -2%
21,919 16,919 -23

—-—— — -

936, m 8’38,402 -4$
___ —-

956,989 922,468 -4$
—  — —  —-

In/out

lo-12~&” iO-i2~7 % mange  “ . . .. . .

460 369
2,058 1,642 -20%

o 182 ERR
1,082 670 -37$
1,125 882 -22%

228 544 139%
1,532 1,780 16%

222 558 98%

6,767 6,635 -2%

705 861 22%
2,203 2,359 7$

310 435 40%
— ——

3,218 3,655 14%

o 0 o%
1,018 678 -33$

.-—

11,003, 10,968 +.

14,032 2,439 -833
168,577 192,367 14%
88,184 68,859 -2a

o 16,690 ERR

22,750 21,118 -7$

4, M4 10,726 122%
53,172 47,212 -11%

——
351,539 359,411 2%

—— -—

27,015 26,376 . -~
137 5 -%%
362 219 -40%

65, w 67,643 3%
1,748 5,742 228%
8,172 8,348 2%

10, n6 8,228 -24%
28,897 24, B79 -14%

i,675 1,953 4$
——

144,950 143,393 -1%
—— -.—

46,495 45,959 -1%
1,007 592 -41%

———

543,991 549,355 1%
— -

5s4,994 m, 323 lx

—



I
I
i

I

flir France
British Rirways
lberia
LLH.
Lufthansa
Sabna
s. R. s.
%isi Rir

Euro%

~ina  Qir
Japan Pir Lines
Korean Dir Lines

Far East

Flying Tiger
Other

Subtotal

~STIC
Qir Cal/krican
Glaska
Oelta/Uestern
Nawiian  Gir
Mrthwt

1
T.H. Q.
United

I Nat ional

EM
FriendAip Rir
Narbor  Rir
Markair
Peninsula ilir
Reeve
Ryan
South Central
Hi lbur~s

State

Oi 1 bpanies
Other

Subtotal

TOTW

In/Out

1-3/67 1-3188  X C h a n g e

452 441 -a
2,198 1,923 -13%

o 215 ERR
628 761 21%
936 889 -5%
176 256 45%

1,192 1,583 33%
295 “w 124%

——
5,877 6,730 15%

——
714 913 28%

2,068 3,Eb4 77%
311 533 71%

——

3,033 5,110 65%
— -

0 0 07.
1,711 1,339 -22%

-— ———
10,681 13,179 23

——

19,076 0 -lm
164,962 191,941 16%
67,527 73,252 -16%
16,604 21,476 m
21,292 14,607 -31X
3,477 1,153 -67%

43,593 41,413 -5%
——
s, 531 343,842 -4$

—— — .  — — -
24,857 “a,&o 3%

7% o -lW
226 25s 13%

55,137 64,720 17%
1,668 4,682 181%
7,859 5,523 -30%
7,329 1,785 -76%

25,080 17,713 -29%
1,531 2, F& 47%

——--- —— _ _ _
124,479 122,562 -2%

. —  -——— -—
42,884 47,186 10%

1,013 m -3s%
—. .— —_

524,907 514,246 -2%
—— .—— ——

535,588 527,425 -2%
-——--—  -—

In/Out

4-6107 4-6188 % C h a n g e

8 1 2 83b 3%
3,403 3,436 1%

o m ERR
1,374 1,566 14%
1,370 2,622 91%
618 827 34%

1,828 2,578 41%
932 1,254 35%

10,337 13,353 29%

697 718 3%
4,023 qoo6 24%
m 737 191%

4,973 6,461 m

o 0 o%
2,331 2,225 -5%
——

“17,641 22, on a%
—— ——

19,284 0 -loo%
226,179 241,511 7%
68,247 102, 8% 51%
11,726 15,309 31%
4s, 081 27,776 -36%

7,214 0 -loo%
71,795 70,408 -a

-—
447, B 457,898 2%

—— — — —  — — -
33,482 35,226 5%

516 0 -loo%
605 801 32%

75,012 91,873 22%
2,946 8,338 183%

11,897 10,335 -13%
8,770 0 -loo%

26,441 24,613 -7%
2,648 3,713 40%

——
162,325 174,899 B%

— —  -——
45,064 49,484 10%
8,793 6,608 -25%

663,708 688,889 4%
——

681,349 710,’328 4$
—— -——


