Grande Alberta Economic Region {GAER) March 5, 2010
- Tourism Investment Cpportunity Assessment

4.6 limited Service Hotel - Town of Mayerthorpe
Descriplion of the tourism opportunity

An opportunity to construct a new 40 room chain-affiliated limited service “family” style
hotel, with added potential to cater to long-term/extended stay guests. The hotel would
offer a continental-style breakfast option in a breakfast room, which would be included
in the room rate. A hot tub and exercise room area would be available for hotel guests.
Rooms would be both of a standard variety as well as some suites that would cater fo
long-term/extended stay guests. The suites would contain a kitchenette, living area and
separate bedroom space. A meeting room for up to 50 guests would also be a useful
amenity as there currently are limited options in Town for meeting space.

Location of the tourism opporunity

Mavyerthorpe {population of 1,474 in 2008) is located on Highway 43 at the junction of
Highway 22, 123 kilometres (75 minute drive) northwest of Edmonton, and 300 kilometres
(2 2 hour drive) from Jasper National Park.

The site is located within a new a é0-acre development abutting the intersection of
Highway 22 and 43. The lot within the development that would have the potential for a
hotel is approximately 1.5 acres with the option to purchase another 1.5 acres on an
adjacent lot.

Highway 43. referred to as the Canamex Trade Corridor, is a major travel route, which
links Canada, U.5/Alaska and Mexico. In total it spans close to 6,000 kilometers. Highway
43 is also referred to as part of the Alaska and Mackenzie Highway. From Edmonton to
British Columbia border, Highway 43 passes through several key centres in Alberta
including Mayerthorpe, Whitecourt and Grande Praine. Highway 43 is mostly twinned
and ensures a steady stream of passenger, recreational vehicle and commercial traffic.
The other main highway near Mayerthorpe is Highway 22 (Mayerthorpe is known as the
“Trails End” of The Cowboy Trail), which is the scenic alternative to Highway 2. A future
bypass is planned for Whitecourt on Highway 43, which may positively affect traffic flow
through Mayerthorpe and the available services.

Traffic counts from the Alberta Transportation cite that on Highway 22, north of Highway
43, there were 3,690 vehicles a day on average that passed by this general corridor in
2008 {combined north and southbound travel). Traffic counts on Highway 22, south of
Highway 43 indicate that there were 1,790 vehicles a day on average that passed by in
2008 (combined north and southbound travel]. Travel on Highway 43 east of Highway 22
was 6,760 vehicles on average per day, while west of Highway 22, there were 7,020
vehicies a day on average in 2008.

Mayerthorpe's recreational facilities include an outdoor swimming pool, curing rink,
skating rinks, toboggan hill, parks, sports grounds, skateboard park, a 9-hole golf course -
Mavyerthorpe Golf and Country Club, a campground - with 30 sites {seasonal} and sani-
dump, agricultural facilities, and the new "“Fallen Four Memorial Park™.

The Fallen Four Memorial Park is a memorial built o honour and remember 4 R.C.M.P
officers that were shot and killed near Mayerthorpe in March 2005. The memorial was
built 2 years ago and had approximately 11,000 visitors in 2008,
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The Town currently has two motel/hotel properties for a total of 30 rooms and two bed
and breakfasts in the area. Both these properties are in excess of 30 years old.

Planned projects for the community in 2010/11 include a new sports complex/exhibition
centre, an upgrade to the outdoor swimming pool which includes a new tube slide, a
senior's lodge with approximately 50 rooms, a water treatment plant expansion and
upgrade, a lift station replacement, and a force main and lagoon upgrade.

Mayerthorpe is primarily an agricultural based community and many major community
events revolve around this sector. Mayerthorpe has an annual rodeo held in May and
the Mayerthorpe Agricultural Fair is held during the second weekend in August.

Mayerthorpe is also an aging community; approximately 30.0% of its population are
seniors, it is often difficult for professional services (doctors, nurses, etc.) to find housing in
the community because vacancy rates for apartments are low.

The agricultural, forestry, oil and gas sectors of the economy are important factors in the
town'’s prosperity. Tourism is a rapidly growing sector as weli, and is beginning to service
demands of the traveling public in this regard. Mayerthorpe also provides an accessible
workforce.

Websites with more information:

Regulatory Status of the Site

= The site is currently zoned as Direct Control with the potential to be zoned as highway
commercial/light industrial development. This would dllow for a hotel develocpment
to occur.

= Environmental Site Assessments 1 and 2, plus topography and geotechnical reports
have all been completed.

» The proponent is working on an Area Structure Plan, engineers report, and fraffic
impact assessment study, which are scheduled for completion by the spring of 2010.

»  Town Council and Alberta Transportation will need to approve the Area Structure
Plan. Once approved, the proponent would then apply for subdivision and rezoning
approval in order to receive development permits.

Complementary business development opportunities

= There are opportunities for a service siation, car and truck wash, retail component,
fast food outlet, restaurant and light industrial on this 60 acre development site.

Potential target markets

The community has not completed an in-depth study on target market potential but
cursory examination shows that the hotel would be attractive to a number of specific
target groups including:

=  Demand from recreational use due to the many community activities such as: curling
bonspiels, golf tournaments, hockey tournaments, mini handball tournament, sports
tournaments at the high school, ball tournaments, Fallen Four Marathon and Relay
Race, rodeo, barrel racing. gymkhana, Focus on 4-H and other agricultural activities.

Paulson Cormier & Associates- Management Consultants 63
2"l
s B



Grande Alberta Economic Region {GAER) March 5, 2010
—Tourism Investment Opportunity Assessment

» The hotel could expect customers from agriculture, forestry and oil and gas sectors,
which are local industries and business travel along Highway 43 and 22 by
commercial, industrial, service professions.

= Contractors for local projects. Training sessions that are frequently offered by the
service sectorin Town.

=  Other leisure and tourism related travel would include VFR ([visiting friends and
relatives), FIT {fully independent traveller) travelling through the area to other regions
including the Cowboy Trail Corrideor. The hotel would also be in a position to capture
various group events such as weddings, anniversary parties, re-unions, etc.

= Professional service providers such as doctors and nurses who travel in the area to
deliver care for the community would be interested in longer term stay options that
the proposed hotel could provide.

»  Mayerthorpe is the service centre for the surrounding communities of Sangudo,
Rochfort Bridge and Green Court, which may also generate room nights at the hotel.

Projected preliminary construction/start-up costs

A very preliminary order-of-magnitude estimated capital costs for the development of
hotel, not including the price of the lot, in Mayerthorpe are shown in the following table.
It should be noted that the scale of investment does not include land costs,

= Construction costs for the hotel, using a traditional construction approach is in the
range of $70,000 - $90.000 per room. This includes "all-in” building costs - furniture,
fixtures and equipment and on-site development costs — access and egress, utilities
and landscaping.

= Utilities such as municipal power, sewage and water are to the property line of the
development and will be required to be extended into each lot. An interior road will
also be constructed, most likely in phases.

= Highway 22 access and egress would need to be constructed for entry into the land
parcel.

Capital Cost Compenent Estimated Capital Cost

Hotel building costs:

- Building construction (40 units] $70,000 -
$90,000 per room for traditional
construction.

includes:

- Fumniture, Fixtures, Equipment (includes
breakfast roocm).

Sub-total $2,800,000 - $3,400,000

Additional costs:

- Soft costs @7.5%

- Contingency @ 10.0%

- Pre-opening Marketing @ 2.5%
Sub-total $560,000 - $720,000

Total Capital Costs $3.360,000 - $4,320.000

Source: Paulson Cormier & Associates study team research, 2010,
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Preliminary high-level proforma (income statement)

The assumpticns below support the following proforma:

Economic forecasts such as those produced by the Conference Board of
Canada, suggest that by 2012, Alberta should once again be one of the top
performing provinces in terms of GDP growth, led by favourable activity within the
oil, gas and energy sectors. As such, fixed-roof accommodation properties in the
general Mayerthorpe area are anticipated to be the benefactors of overnight
room demand from several extended-stay health care professionals and
seasonal workers who provide services in the community.

= A 40 room chain-affiiated hotel, open all year.

» A free continental-style breakfast service for guests of the hotel.

»  The property would be coperational as of January 2012.

= The property wil reach a stabilized 68.0% occupancy rate by its third year of
operation.

» Based on comparable style hotel properties in the general region including
Whitecourt, the average daily room rate for this development is $85.00 in 2012.
Average daily rate increases thereafter are projected at 2.5% per year.

=  Gross hotel revenues are primarily generated from room rentals, although
miscellaneous sources of revenue of 7% would also be generated from
telephone, in-room movie income, efc.

= Departmental expenses for the hotel primarily relate to payroll for housekeeping
and front desk staff, in-room guest supplies, laundry/cleaning costs and
reservation expenses. Total departmental expenses have been projected at
24.0% of gross revenues in the first year of operation, and stabilized at 22.0% by
the third year.

= Undistributed expenses include: administration, sales/marketing,
repair/maintenance, utility costs, and potential franchise fees. Total undistributed
expenses are projected at 26.0% of gross hotel revenues in the first year, and
stabilized at 25.0% by the third year.

= Other fixed charges include: commercial taxes (includes municipal taxes, school
tax and seniors’ requisition), insurance, and reserve for asset replacement. Total
fixed charges are projected at 12.0% of gross hotel revenues throughout the
forecast period.
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