ACCOMMODETON.
OUTLOOK =
|

2011

LAKE LOUISE
April 19, 2011

Prepared for Tourism Division,

Alberta Tourism, Parks and Recreation

. PKF“s2011 Industry Outlook -—;

B8 Alberta Economic & Tourism Outlooks =
‘upply & Demand Outlooks

e Financial Analysis

—_—_— -

PKF'S 2018

Industry OutlooR‘,“léi




Note: Room supply is year round supply greater than 29 rooms.
Source: PKF Consulting Inc.

Consuting lec

b;\

National-Accommodation De m\nd
‘_L~ \

2.2% (0.4%)

Koo Nights

2

B 8 a3 & &

2008 2008 2000 HOM MR

Source: PKF Consulting Inc.

2008 2009 2010 2011
Actual  Actual Actual Projection
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Source: PKF Consulting Inc.
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Source: Canadian Tourism Research Institute, Conference Board of Canada, Fall (Preliminary) 2010 Forecast
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2008 2009 2010 2011
Actual Actual Actual  Projection
Atlantic Canada — 60% 57% ~59Y
$118 $117
RevPAR $71 $67

Central Canada 61% 57% 60% 60%
$130 $122 $125 $128
RevPAR $80 $70 $75 $77

Western Canada 66% 60% 60% 60%
$134 $129 $133 $135
RevPAR $89 $77 $80 $81

Alberta 69% 59% 58%
Cluding Resorts) $134 $129 $125
RevPAR $92 $76 $73

e; PKE Consulting Inc:




Western:Canae

WhichMarkets saw the greatest gro 05t chal ed
Saw thie greatest grovth __5_ GesgE?
(Excludes Vancouver&Whistler.due towﬁo-élympl, 4

- ————
Winnipeg
5 - 10% RevPAR

PERkatoon | Growth S—

Calgary NW

(6%) — (10%)
Edmonton West ReVvPAR Decline
GREATEST GROWTH Edmonton South

Lethbridge
Source: PKF Consulting Inc. MOST CHALLENGED
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Major Metropolitan MarketREVRAR Olitlooks~
— Western-Canada (7% change V&, Fiévi )]
RevPAR PKF 2010 PKF 2011
Outlooks Actual Forecast
Edmonton
Calgary
Vancouver
Winnipeg
Saskatoon
Regina

Source: PKF Consulting Inc.

2010 Major Event Impacts
s I

E Q1 Impacts-of Olympics
B on Vancouver and
Whistler

June Impacts of G20 on
ronto

G20%TORONTO
June Impacts of Grand 4 CANADA 2010

and Rotarian
ention on Montreal
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Q1 Impactsﬂ@_‘ry_@; Son =
Vancouver-and W@[@‘;\
2009/2010 change  Vancouver Whistler
Occupancy. +8 points +1 pﬁp
WRo= +$51 +$74 7

‘ms Revenue +$97 million +$23 million

imate)
2008/2010 change  Vancouver Whistler
+$85 million +$4 million

Juhe-2010 Evem__gzac\s on

& Toronto-and Montreal . \

2009/2010 change Toronto Montreal
ccupancy +12 points +14 points

ADR +$21 +$31
ms Revenue +$41 million +$31 million

2008/2010 change Toronto Montreal

Revenue +$11 million +$10 million

Source: PKF Consulting Inc.

Occupancy +9 points

ADR———— e
Rooms Revenue +$7.7 million

Source: PKF Consulting Inc.
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Alberta EConehié
& Tourism
Outlooks

GDP Growth
ployment (% Change)
Unemployment Rate

g Starts
, 000's of units) 35

Source: Scotiabank Group, Global Forecast Update — March 3, 2011
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PKF Source: Scotiabank Group, Global Forecast Update — March 3, 2011 18
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2009 2010 2011 S
Actual Forecast Projection "8

M iness Travel Overnight e

omestic (5.5%) 1.8%
easure Travel Overnight -

Domestic 4.3% 2.5% 3.4%

Overr Travel (6.7%0) (1.9%) 2
Overseas Overni Travel ( %) 4% 4.9%

TO OVERNIGHT TRAVEL 1.7% 2.0% 3.3%

Source: Canadian Tourism Research Institute, Conference Board of Canada, Fall (Preliminary) 2010 Forecast
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Alberta Travel OUﬂoﬁki?iO/il

%usiness Travel Overnight
#mestic (8.9%) 2.2% 4.1%

easure Travel Overnight
Domestic (7.4%) 2.4% 4.0%

¥S¥Overnight Travel (5.3%) (2.5%0) 2.3%
Overseas Overnight Travel (12.6%) 2.4% 5.4%

TOTAL OVERNIGHT TRAVEL (4.1%) 1.9% 3.9%

Source: Canadian Tourism Research Institute, Conference Board of Canada, Fall (Preliminary) 2010 Forecast

Alberta
iupply & Demand

Outlook
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2008 2009 2010 2008 2009
Actual Actual Actual Actual Actual
OCC% 0OCC% 0OCC% ADR ADR

ﬁral! Alberta]
) 0/
SN csc%  589% 8 56.3% B 813400  s12877 8

ﬁen‘ s7.9%  459% § 47.1 T $99.08  $10639 {f
dge 612%  596% § 561% § $100.96  $10258 I

Resorts 60.8% 53.4% § 528% ¥ $208.31 $101.56 §

61.6% 495% § 51.7% T s126.14 $120.54 |

ta” Includes Red Deer and Lethbridge results. Resorts, Calgary and Edmonton properties not
included within “Other Alberta”

Source: PKF Trends in the Canadian Hotel Industry Database
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AlbertaToutis
\: o -
Air passenger volumes-up-3:7%:year.end 2019-6%—\;9@' 4

Edmonton flat for 2010 vs. 2009 .
Year 2010 Direct Entries from U.S.A. down -2.5%
Year 2010 Direct Entries from Other Countries up 0.2% T

Year End 2010 Attendance Up in Banff (1.0%) and Jasper (2.0%) gy
National Parks

Year End 2010 Food Services & Drinking Place Receipts up 3.2% over
-009 results

* Year 2010 Attendance at Historic Sites and Museums down -3.5%
over 2009 results

| Employment — Accommodation and Food Services sector down
0 vs. 2009 Totals

Source: Travel Alberta

= i i
& Over 1,000 rooms to open province wide in 2011 . ]

Bl More than 80.0% of these new rooms opening in Edmo%
Calgary. All-are branded.
ome rooms opening are expansions of existing-assets |
» New construction activity for 2011 shifting somewhat with over 800
ms opening in Manitoba and over 400 rooms opening.in
katchewan
» Construction is somewhat cyclical — With some of these developers
refocusing attention on Alberta in 2012 and beyond
pment costs somewhat flat in 2011, but could they increase
with forecasted labour shortages due to ramp up of activity?

Consuting lec
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Oil'and Gas Factors Affecting Aécemmodation"Dgmand = -
Good-startto-201DrillingActivity m—Aib&'ta- » s

Overalt'wells drilled for 2011 forecast to increase ovr (0] 2%
i 1

levels (CAPP, CAODC)

Resurgence in oil prices leading to increased oil sa
activity, construction and filings for approvals
Renewed interest in oil drilling (non oilsands related)

Continued low natural gas prices make drilling uneconomic in maﬁﬂ
areas (particularly conventional drilling)

Alberta land sales improving, while they are decreasing.in B€

Changes to royalty structure-by provincial government helping to

increase interest in Alberta

Impending labour shortages forecast to return in key areas such as
ort McMurray

oyalties Shift — Gas royalties no-longer projected to generate
majority of revenues for Alberta in foreseeable future

Gradual changes in competitiveness of Saskatchewan, Alberta

Oil/Gas Drilliig
Well Completions ('Z_Gm_),

2010 2009 2008 2007 2006 5

2900 3034 2771 2613 2751
10679 12670 12711 12754 11067

884 1180 1031
99 249 200 119

1766 1616
1714 1887
146 93
65 44

OilfGasPools of Sask\amhe{van
e

Source: Saskatchewan Ministry of Energy and Resources
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~Other Key Factors Affecting'Bemand for Alberta

I — Strong national economic growth widely-faiﬂsést.for; 4.

e . . : = -
— US economic recovery-still lagging = hurts-

B particularly for leisure and meeting/conference tr.

- Strong $CDN and efforts by airlines to increase routes
provides additional choices for domestic markets

asoline price increases — Will they remain at current levels
r reach even higher levels for summer-2011 travel season?

— ADS with-China — Are their volumes increasing?
F Activity — How soon can enhanced marketing efforts
slate into increased visitation?

Source: Conference Board of Canada & PKF Consulting Inc.
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%:upancy 70.0%  74.2% —73:9% 71.7%

65.0% 63.9% ol

!!! 2 $127-37$142.40 35 $144.45 $143.27
- $80.75 $94.51 $105.23 $108.59 $93.87  $91.53

Source: PKF Consulting

. Occupancy

ADR
Supply

emand

Occupancy 74%

$142
1%
Demand 1%

Source; PKE Consulting

61%

$106
0%

(4%)

65% 64%

$144 $143
2% 3.6%
(8%) 0.5%

(10%)

$1
6.5%
(8:6%)

Calgary Travel—wmlg

Business Travel Overnight
Domestic

Pleasure Travel Overnight
Domestic

U.S. Overnight Travel
Overseas Overnight Travel

TOTAL OVERNIGHT TRAVEL

2.6%

2.0%
(0.3%)
2.7%

2.1%

Source: Canadian Tourism Res stitute, Conference Board of Canada, Fall 2010 Forecast

Consuting lec

3.1%

3.0%

1.9%

4.5%

3.1%
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EDMONTON AND LEDUCINISKU HOTEL CLUSTERS

Edmontonst

i&“\ )

s
|

|
Eccupancy 66.0% 72.1% T74.9% 73.2% 64.7% 61.5% -

$98 $103.12—$112.96 0.38  $119

- $65.18  $74.35 $84.61 $89.94 $77.83 $73.62

Source: PKF Consulting

The Economic Dowhturi - Edmonton
_-Occupam:y —p— (1

DR $91
Supply 2% 2%

-mand 10% (12%)

75% 73% 65% 62% (13%)
$114 $122 $120 $120 $6

3% 3% 2% 2.8% 10.6%
7% 1% (10%) (2:2%) (10.4%)
*Occupancy in 2002 impacted by major construction project that housed many

workers in hotels across the City, which rippled through the entire market.
Source; PKE Consulting
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Edmonton Travel OUtIoek 2910'/'117 o

Business Travel-Overnight
Domestic 2.3% 3.3%

Pleasure Travel Overnight

Domestic 2.2% 3.1%

U.S. Overnight Travel (0.4%) 2.0%
Overseas Overnight Travel 2.5% 4.6%

OTAL OVERNIGHT TRAVEL 1.8% 2.9%

Source: Canadian Tourism Research Institute, Conference Board of Canada, Fall 2010 Forecast
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2007 2008 2009 2010 2011
Actual  Actual Actual Actual Projection

Calgary—74% 65% 64%

ADR  $142 $144 $143

RevPAR $105 $94 $92
Edmonton  75% 65% 62%

ADR  $114 $120 $120

RevPAR -$85 $78 $74

M/estern Canada  68% 60% 60%
ADR  $127 $129 $133

RevPAR - $87 $80

Source: PKE Consulting Inc.

Financial & Operational

The Future

NEXT EXIT

Challenges o

Beyond 20

Consuting lec




2008 2009 2010 (f) 2011 (p)

Source: PKF Consulting Inc.

Consuting lec

Regional Finar e@fﬁgﬂo\
= < EARNINGS ARE ABOUT 25% LESS THAN A@i {

AGO. 3
« BOTTOM LINE TO-GROW- 7% NATIONALLY. i
[\ EASTERN CDA IS RESPONDING FASTER THAN W.

CDA. _
ORECAST FOR W. CDA IS TO BE FLAT IN 2011.
ESPITE THIS, PER ROOM NET-EARNINGS REMAIN

STILL 50% HIGHER IN WESTERN CDA ON A PER ROOM

ils.

Source: PKF Consulting Inc.

National Fmanueﬂ@@_,\ﬁeyond 201

2010 (f) 2011 (p) 2015 (p)

Central Canada H National B Western Canada

Source: PKF Consulting Inc.

Consuting lec
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2010.(f)

Limit

Note: * BEFORE debt service, ncome , depreciation, amortization

Source: PKF Cons

Food & Beverage %
Other Operated Depts:* $1,170 65.8%
|
Administration & General
arketing/Guest Ent.
Property Op. & Maintenance
Energy Costs

roperty Taxes

* Other Operated Departments includes Telecommunication expenses:
Source; PKE Consulting Inc.

Historic EXpEnSE\R@OS Ly
Alberta-Limited-Service Hetels—NAear\ZOOQV

Rooms

Other Operated Depts*

Administration & General
Marketing/Guest Ent.
perty Op. & Maintenance

Energy Costs
Property Taxes

Insurance 0.3%

* Other Operated Departments includes Telecommunication expenses

Source: PKE Consulting Inc.
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forthe Lodging h‘lIquILV:\'

e Key Changes'in formatting — 10" Editi
— Telecommunications moved into Other Operated Departments
— Franchise fees reallocated (Rooms and Sales & Marketing)

|

— Room Attrition and cancellation fees moved to Rentals and Other

- Income from Rooms Department Revenue
= FF&E Reserve — Not Included-in-Fixed Charges
— Guest Shuttle Expenses now reported in Rooms Department

-(previously typically under Admin & General and/or Maintenance)

Source: Uniform System of Accounts for the Lodging Industry — Tenth Edition

Consuting lec

Bt 5359 @7
Operating Issues/Gonc:
“’
[ ) HOW TO IMPROVE PERFORMANCE WIT

B8 DEMAND? ———

-COSTS & REQUIREMENTS TO STAY RELEVANT IN
TECHNOLOGY

REEPING PROPERTY TAX INCREASES
CERTAINTY RE FUTURE-INTEREST RATES
* LABOUR AVAILABILITY

GING PROPERTY IMPROVEMENTS
YOU PROVIDING A GOOD NIGHT’'S SLEEP?

gy

BUSINESS TRAVELLER S‘MOSI’ IMPGKI'ANT REASONS\FORi

€HOOSIN
(HAC20IT TRAVEL

Friendly-service ..68%
Complimentary breakfast 64%
Free wireless in room  59%
Free parking 57%
Soundproof rooms  56%
Smoke-free hotel 52%
Easy-access to outlets 52%
Restaurant/bar  50%
Well-litroom  47%
Large workspace.--45%
Coffee maker in room 43%
Refrigerator in room  42%
Easy to use TV remote = 42%
Upgrades for frequent guests  37%
Large, flat screen TV 35%
Business centre = 35%

© 0N g~ R

Source: Hotel Association of Canada, Canadian Lodging News
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Investment =

Implications
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2006 2007 2008 2009 2010*
tal Transactions 115 150 73 74 86

Volume ($ Million: $2,594  $4,423 $912 $392 $717
(%) 8% 00 9.0% 10.2% 7.8%

ield of 7.8%-is-generally lower than in other years and is not

representative as only 17 of the total 86 transactions in 2010
ported the yield.

Source: Colliers Investment Report; PKF Consulting Inc

ALBERTA

B Transactions 115 150 73

\Volume ($ Millions) $2,594 $4,423 $912 $383 $717_F
- e —1

Yield (%) 10.8% 9.8% 9.0% 10.4% %
Y

Jianszctions 32 14 9 14

IVBIEME (5 Millions) $260 y $280 $66 $114

Yield (%) 12.2% 10.6% 9.2% 11.1% N/A*

er of reporting yield rates in 2006 to 2010 for Alberta. Nationally, yield of 7.8% for 2010 is
than in other years and is not representative as only 17 of the total 86 transactions in 2010
Id.

**Portfolio sales with undisclosed individual prices excluded

Source: Colliers Investment Report; PKF Consulting




US INVESTMENT SURVEY — CAPITALIZATION RATES
Hotel Investment Criteria — US 2008 2009 2010 Outlook

OCR (Trailing 12 Mo: 2%
OCR (Next 12 Mes:) 6 10.7%

- Terminal Cap Rate 10.1%
Discount Rate 13.1% 15.2% 15.4%

- urce: PKF Hospitality Research US., Spring 2010
s CANADIAN CAPITALIZATION RATES

Hotel Investment Criteria — CAN 2008 2009 2010 Outlook
9.0% 10.2% 9.0%-10.0%
(Next 12 Mos.) .5% 9.5-10.5%
inal Cap Rate 5 10.0-11.0%  10.0%-11.0%
Discount Rate g 12.0-14.0% - 12.0%-14.0%

Sourge; PKF Consulting Inc., Spring 2010
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Outlook St mmarI»{Oll

v~ Drilling-activity rebounding in 2011 — pr‘lﬁr‘&ﬁ’
= v“~Domestic'BUSINess and Leisure travel by Canadians, Ae%s
particular; stilt-driving-demand activity
v US demand slowly recovering —markets related to
benefit most
v International travel demand-still-mixed, depending on econofesigim
each country
- _\/ezryé:lliitle development of new rooms outside of Edmonton and Calgaryssy
in
DR dropped in 2010 in most markets by moderate amounts. Oil
qﬂuenced markets should have strongest increases for 2011
2(%Ildeclined in 2010 in most-markets. Some improvements likely in
v our availability, property tax increases and other operating issues
continue to impact financial performance in 2011

BethANalters\Difeptor
bethwalters kfcadfu;om
(604) 689-38 :

David Ferguson, Senior_cw,{» gl
davidferguson@pkfcanada.com i \ 1
(604) 689-3833

PKF VANCOUVER

1120 — 800 West Pender Street
Vancouver, BC

V6C 2V6

Consulting Inc
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