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I.  INTRODUCTION AND SUMMARY OF FINDINGS

BACKGROUND AND SCOPE OF WORK

Mammoth Crossing Development, LLC retained Economic & Planning Systems (EPS) to
conduct a market analysis to support Mammoth Crossing’s development application to
the Town of Mammoth Lakes. Mammoth Crossing is proposing 463 units of resort
orientted hotel units on the northwest, southwest, and southeast corners of Minaret Road
and Main Street/Lake Mary Road in Mammoth Lakes. The sites are within the North
Village Specific Plan (NVSP) area which the Town has identified as an area that should
be intensely developed with high density, visitor-oriented mixed use development,
including a variety of short-term accommodations options, and street leve! retail and
entertainment.

While the maximum density for these sites allowed by the NVSP is 48 rooms per acre
(sleeping rooms), the Town is also interested in seeing higher density proposals of up to
80 rooms per acre. Mammoth Crossing is requesting a 35 percent density increase for
Sites Two and Three that are part of the proposed development. The Town has
expressed interest in seeing high end lodging and additional retail and entertainment
uses in the NVSP area to reinforce the Village core and to create a larger critical mass of

activity. The existing Village includes 58,000 square feet of retail space developed by
Intrawest in 2002.

This market study evaluates existing economic and market conditions and forecasts
housing and lodging growth in Mammoth Lakes. It also identifies future retail
development opportunities in the Town of Mammoth Lakes and recommends a retail
development program for Mammoth Crossing that is appropriate given the scale of the
project and its relationship to the existing Village. The following tasks were completed
and are presented in the corresponding sections of this report:

* Market Framework - Documents recent growth trends in Mammoth Lakes and
Mono County including population, households, employment, and residential
construction. Describes the major economic elements and drivers of the resort
economy in Mammoth Lakes including permanent residents, overnight visitors, and
second home homeowners. Also provides an analysis of current retail sales levels
and expenditure patterns.

*  Development and Visitor Forecasts - Evaluates recent development trends and
current competitive development projects, and forecasts future development activity
over the 2006 to 2020 time period. Also provides a permanent resident forecast and
visitation forecast for overnight visitors and second home owners.

* Retail Demand Forecasts - Evaluates retail development opportunities for the Town
of Mammoth Lakes by major store category.
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* Mammoth Crossing Retail Potentials - Recommends a retail/ commercial
development program for Mammoth Crossing,

SITE DESCRIPTION

Mammoth Crossing is composed of several properties on three corners of the intersection
of Main Street and Minaret Road in Mammoth Lakes. This intersection is approximately
1,000 feet to the south of the existing Village at Mammoth developed by Intrawest.
Mammoth Crossing is located within the North Village Specific Plan Area (NVSP) which
is designated for high density lodging and resort oriented retail/commercial and
entertainment land uses. The development program for Mammoth Crossing is currently
subject to revision.

Site One is at the northwest corner of Main Street and Minaret Road and is 1.8 acres in
size. Site One includes the existing Whiskey Creek restaurant which would remain in
place. At this time Site One is planned for 104 hotel reoms and 22,000 square feet of
retail/commercial space. Site One would alse incorporate a public plaza, street parking,
and extensive underground parking.

Site Two, also known as the Church Site, is 4.5 acres on the southwest corner, The
current plan is for 165 hotel rooms and 18,500 square feet of retail/ commercial space.

Site Three (Ullr/ White Stag) is 2.9 acres on the southeast corner. It is planned for 194
hotel rooms; no retail space is planned for Site Three other than a possible ancillary
restaurant associated with the hotel or condohotel units. Sites Two and Three would
also incorporate underground parking.

SUMMARY OF FINDINGS

1. There has been acceleration in the pace of growth and construction in Marmmoth
Lakes over the last seven years. Much of the increase in construction is related to
the expansion of the resort oriented condohotel and fractional ownership markets in
Mammoth Lakes.

Beginning in 1999, the pace of residential and resort oriented lodging construction
increased substantially. Despite a Inll in 2006, the five year moving average of
annual construction has been steadily increasing since 1999, This data, along with
several recent luxury developments such as the Village at Mammoth, 8050, the
Westin Monache, and Sierra Star, suggest that the market for resort oriented housing
and lodging in Mammoth Lakes is growing.

Itis estimated that condohotel and fractional ownership developments have
accounted for approximately half the multifamily construction in Mammoth Lakes
and one third of total construction. This trend is occurring in many resort areas. The
development model for short-term accommodations is turning away from
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traditional hotel products owned/operated under one entity to condohotel and
fractional ownership developments. This business model provides a means of
spreading the ownership, operations, and development risk across many owners.

Mammoth has not reached the year-round occupancy levels of other major
competitive destination ski resorts in the Western U5,

Year-round occupancy in Mammoth Lakes has averaged 39 percent over the last six
years. The resort has averaged 52 percent over the last ski season but only 32
percent during the remainder of the year. As primarily a weekend day skier market
for Southern California, Mammoth is not yet generating the higher occupancies
characteristic of destination resorts that attract visitors for longer stays during the
week and shoulder seasons. Some of the major competitive destination ski resort
communities achieve year-round occupancies in the 50 to 55 percent range. These
higher rates can only be reached by 1) attracting more destination visitors for
extended ski trips during the winter and achieving winter occupancies as high as 70
to 75 percent, and 2) building sunumer and shoulder season business through
developing greater marketing efforts and greater zfestival, conference, and event
programming.

Expanding Mammoth Lakes as a destination resort can be achieved through a
partnership befween MMSA and the Town.

Mammoth Mountain Ski Area is working to fransition the resort from a weekend
day skier market to more of a destination market by increasing marketing and
attracting a high end bed base and amenities. The expansion of commercial air
service to the Mammoth Lakes area will also promote this transition. Successful
expansion will also require an investment of resources by the Town. Research into
other successful resort communities has shown that:

* Most successful communities have a long-term and ongoing commitment to
public investment in facilities and infrastructure.

* The greatest growth has been achieved where investments have targeted both
the winter and summer seasons.

* Most successful resorts involve joint ownership or a close partnership between
the ski area and the community as a whole.

Retail sales levels are below industry benchmarks in many store categories, which
is a reflection of seasonal peaks and valleys and a small trade area population.

Retail demand and development responds to vear-round average occupancies rather
than seasonal peaks. The seasonal occupancy in Mammoth Lakes presents the
greatest challenge to additional retail development in the next five to ten years. Due to
a small permanent population, businesses rely heavily on peak season visitor sales.
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The Convenience Goods sector (including groceries, beer, wine, and liquor) is the

best performing store category in Mammoth Lakes. The Mammoth Lakes Von's is
the only full-service supermarket in Mono County, with estimated annual sales of
$38.4 million or $800 per square foot, which is well above industry benchmarks of
$400 to $500 per square foot for a well-performing store.

The Shoppers Goods category, which includes specialty retailers and outdoor
apparel and equipment stores, generally performs below industry averages for
strong stores in a resort setting. Average sales per square foot are estimated at $237
compared to targets of $275 to $350 per square foot. There is no traditional general
merchandise or discount department store in Mammoth Lakes (i.e., Target, K-Mart,
and Kohl's), or other major home furnishings or electronics/appliance store that
contributes to significant retail sales leakage by the permanent population.

Owernight visitors and the permanent population are the major drivers for refail
sales in Mammoth Lakes.

Mammoth Lakes has approximately $163 million in annual retail store sales. The
permanent year-round population of Mammoth Lakes generates an estimated $77.3
million in retail expenditure potential before accounting for sales leakage. Overnight
visitors generate approximately $79.8 million, or about the same amount as the full-
time population. Second homes owners generate only 10 percent of the expenditure
potential of overnight visitors. Improvements in retail business conditions in
Mammoth Lakes will be tied to growth of the permanent population and the
overnight visitor base.

Business conditions are improving in the Village at Mammoth, largely due to an
increase in sununer and off-season events and activities.

The 58,000 square feet of retail space in the Village at Mammoth is the largest recent
addition of new retail space in Mammoth Lakes. It has taken longer than expected
for the project to stabilize and establish itself. However, retail sales in the Village at
Mammoth in 2006 were up by over 50 percent from 2004. Intrawest representatives
indicate that the improvements are largely driven by an increase in summer and off-
season events and activities that draw more people to the Village. Nevertheless,
many tenants are receiving rent discounts or are on percentage rent-only leases to
reduce overhead and help them establish their businesses.

The existing retail component of the Village is 58,000 square feet. This means that
the existing bed base in the North Village is not sufficient to support the retail on its
own; therefore the Village relies heavily on inflow from the rest of Mammoth Lakes.
Over time, as the NVSP area and larger Mammoth Lakes area continue to build out,
business conditions in the Village are likely to improve. As the Village builds out
over the next 15 years, the demand created by the increase in lodging and associated
visitation will support approximately 74,000 square feet of retail space (an additional
16,000 square feet), providing a better balance between Village lodging and retail
space. However, opportunities for more retail growth in the North Village are fairly
limited, particularly if they are not directly contiguous to the North Village.
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7. The future growth of visitor oriented lodging in Mammoth Lakes will be the main
economic driver and will help to improve retail business conditions.

There is a substantial amount of planned development activity in Mammoth Lakes
expected to come online in the next five to ten years. A market based forecast of
future development estimates a total of approximately 3,400 new housing and
overnight lodging units over the next 15 years based on recent development rates,
the mix of products being built, and planned development potential. This would
generate an increase of 600 permanent resident households, just under 1,700
overnight lodging units, and 1,400 new private second homes.

8. Resort oriented retail development requires a critical mass of demand and space in
order to be successful.

Resort oriented retail development has different tenant characteristics than
community retail. Rather than relying on the traditional anchor-ancillary tenant
synergies (i.e., a grocer, bank, dry cleaner, and other services/stores locating
together), resort retail often relies on the synergy created by a sufficient critical mass
of stores, restaurants, bars, and entertainment uses catering to the visitor and local
population. This is the development model followed by Intrawest in their village
concepts, and is also similar to the modern lifestyle retail centers that are becoming
more commaon in urban/suburban locations.

To be successful, a resort setting generally requires a minimum of 60,000 to 100,000
square feet of contiguous pedestrian oriented space. Therefore, this development
format also requires that there be minimum thresholds of demand to support
substantial new retail development in a Main Street or resort/ village style.
Piecemeal development of small parcels and individual projects is less likely to be
successful or financially feasible.

9. There are opportunities for limited amounts of new retail development in Mammoth
Lakes over the next five to ten years.

While no major new additions of retail space similar to the scale of the Village are
expected to be supported by demand in the next 10 years, there are some limited
opportunities for additional retail development in Mammoth Lakes, Mammoth
Crossing should target retail opportunities appropriate for its location in its
development program.

Mammoth Lakes could potentially attract a second full-service supermarket in the
next five to ten years based on the growth forecasts and assuming that the new store
could capture approximately $15 million in sales from the existing Von’s store.
However, the necessary sales levels for a second store are not present today. A
specialty market emphasizing natural foods and prepared foods may also be an
opportunity as a market niche, and in a shorter period of time.

1
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Mammoth Lakes has a gap in restaurants between the fast food and lower priced
dining categories and the higher end fine dining restaurants. With the demand
shown by the forecasts and this existing opportunity, there is the potential to attract
a limited number of restaurants to fill this gap. A destination or theme restaurant
unique in the Mammoth Market could be successful in the next 10 years.

Since no major additions of a critical mass of Specialty Retail and Shoppers Goods
are supportable in the next 10 years, new stores in these categories would need to
have a destination draw and be able to stand on their own, rather than be partof a
new major retail project. There may be opportunities for smaller additions of specialty
retail that can stand alone without a critical mass of surrounding retail development.
The forecasts also do not indicate that a major discount department store or discount
retailer is likely to locate in Mammoth Lakes in at least the next 10 years.

RECOMMENDED DEVELOPMENT PROGRAM

The Mammoth Crossing sites have strong locational attributes of their own independent
from the existing Village development. Because Sites One and Two front the
intersection of Minaret and Lake Mary Drive, they are gateway parcels to the existing
and future development planned in the North Village. They also have excellent access
to traffic on both arterials and can therefore attract auto and community oriented uses to
the extent that parking and circulation can be accommodated. The parcel site sizes,
however, are a constraint and will provide only a limited area for retail development.

The Mammoth Crossing sites are therefore best suited to destination retail draws that
can generate their own traffic and business and can serve both a community and visitor
customer base. If successful destination businesses can be located on these parcels, they
can also serve as an anchor to the specialty retailers in the Village core only a short
distance away.

Mammoth Crossing’s best retail opportunities are for retail and restaurant uses that can
stand on their own and create their own draw. The recommended retail/ commercial
development program for Mammaoth Crossing is for no more than approximately 30,000
to 40,000 square feet of high visibility, street oriented retail space.

Specialty Grocer

A second supermarket is not expected to be developed in Mammoth for five to ten years,
However, a smaller specialty foods market could complement the existing full service
supermarket with a more specialized line of products including natural foods, prepared
foods, deli items, and a full wine and cheese selection. This store category is growing
rapidly and includes both national chains and independent local businesses. It would
also benefit from this location in order to serve the local as well as visitor customer base.
This market could be in the 7,500 to 15,000 square foot range including a beer, wine and
liquor section.
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Destination Restaurant

Another anchor opportunity is to attract a destination restaurant. The Mammoth Crossing
sites would be excellent locations for larger mainstream restaurants with appeal to both
the visitor and local populations. There is an identified gap in the market between fast
food and “bar food” on the low end and upscale high end tourist oriented restaurants.
This market niche is characterized by mid-upper market sit-down restaurants with
broad appeal, but with reasonable prices for local residents and tourist families. Some of
the “lifestyle restaurant” chains such as PF Chang’s, Il Fornaio, McCormick and
Schmidt’s, California Pizza Kitchen, and Ted’s Montana Grille would fit this niche.

Other Anchor Opportunities

While more difficult to attract, the potential for other junior anchors such as a bookstore
(e.g., Barnes & Noble or Borders) should be investigated. Although typically found in
larger urban/suburban retail projects, they have built individual stores in some smaller
markets. Another potential opportunity could be a home furnishings store oriented to
the second home market.

Ancillary Retail Space

The use of the proposed ancillary retail space will be a function of any anchor signings.
Lacking a major tenant, it will be difficult to market 12,000 to 15,000 square feet of small
store space, as is shown on the preliminary site plan. Other retail uses at Mammoth
Crossing would need to be able to stand on their own without the synergy of a larger
retail district. This considerably narrows the pool of potential users. Niche specialty
resort brand retailers such as Oakley, Patagonia, and Quicksilver can create a destination
draw, but require a larger trade area than Mammoth Lakes.

A smaller retail user that could stand on its own may be a low volume, high priced
store, such as a high end fur or jewelry store, salon or spa, or a gallery that creates its
own draw. Such stores are fairly small, ranging from less than 1,000 to 2,500 square feet.

Site Planning Considerations

The total recommended retail development program for Mammoth Crossing is 30,000 to
40,000 square feet of space. This would be enough to accommedate a mid-size

destination restaurant, a specialty foods market, and a limited amount of small store and
services space.

Since retail at Mammoth Crossing will rely heavily on population and visitors outside
the North Village, it will be important to orient the retail on the site so that it is easily
accessible by cars. Adequate street parking and onsite short-term parking will be
needed. The retail should also be oriented to the street for maximum visibility and
accessibility. While the European style courtyard or village center model is appealing
from a design and placemaking perspective, it requires a larger critical mass of retail
space and visitor traffic than the Mammoth Crossing project can provide on its own.

~1



II. MAMMOTH LAKES MARKET FRAMEWORK

This chapter documents population, household, and residential construction trends in
Mammoth Lakes and Mono County. The information provides the baseline trends and
framework that shape retail and lodging development opportunities in Mammoth Lakes.

POPULATION AND HOUSEHOLDS

Mammoth Lakes has a year-round population of 7,700, as estimated by the California
Department of Finance and shown in Table 1. The total population of Mono County is
13,600, indicating that Mammoth Lakes accounts for 56 percent of the County
population. Mammoth’s population grew by 2,300 from 1990 to 2000 at an annual rate
of 4.0 percent. From 2000 to 2006 the permanent population grew more slowly, adding
620 people, which equates to a growth rate of 1.4 percent per year. Household growth
trends follow population growth trends, and Mammoth added 862 households from
1990 to 2000 and 290 households from 2000 to 2006, making the current total 3,260,

Table 1

Population and Household Trends, Mono County, 1990-2006
Mammoth Crossing Market Analysis

Change 1990-2000 Change 2000-2006

Description 1980 2000 2006 Tot.# Ann.# Ann.% Tot.# Ann# Amn. %
Population

Mammoth Lakes 4,785 7,083 7717 2308 231 4.0% 624 104 1.4%

Unincorporated 5171 5780 5880 589 58 1.1% 120 20 0.3%

Mono County Total 9,956 12,853 13,597 2,897 280 2.68% 744 124 0.9%
Households

Mammueth Lakes 1,852 2814 3280 252 86 37% 446 74 2.5%

Unincorporated 2009 2323 2815 314 31 1.5% 2892 42 2.0%

Mono County Total 3,961 6137 5875 1,176 118 26% 738 123 2.3%

Source: California Depantmant of Finance, US Census; Economic & Planning Systems

HVHEESE Mammoth Vitage Mare Staon\Detet VBBS3-Pop & Fous xisiPapid
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HOUSING UNITS

Mammoth Lakes has approximately 9,200 total housing units, as shown in Table 2.
{Note that a household is equivalent in number to an occupied heusing unit.) From 1990
to 2000, housing construction followed the growth in households, indicating that growth
in the permanent population was driving most housing construction. From 1990 to
2000, Mammoth Lakes grew by 862 year-round households and 858 housing units,
showing a close balance between the growth in permanent households and housing
construction. This trend reversed from 2000 to 2006 when 1,260 new homies were built
while only 446 new households were added to Mammoth Lakes. This indicates that the
majority of new residential construction is now oriented to second home owners and
investors who may buy condominium units for rental income and/or personal use.

Table 2

Housing Unit Trends, Mono County, 1980-2006
Mammoth Crossing Market Analysis

Change 1990-2000 Change 2000-2006

Housing Units 1990 2000 2006 Tol.# Anm. # Ann.% JTot.# Ann # Anm. %
Mammoth Lakes 7402 7960 9223 858 86  11% 1263 211 2.5%
Unincorporated 3862 3707 4328 235 24 Q8% 531 89 2.2%
Mono County Total 10,664 11,757 13551 1,083 108 1.0% 1,794 299 24%

Source: Catifornia Department of Finance: US Census; Economic & Planning Systems
HARES3-Marmmon Vikags Market SlodnDswd{ 18855 Fop & Houe ezl
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Second homes are estimated using US Census estimates of vacant units by type. The
Census estimates often overstate vacant units and undercount second homes in resort
communities; however, the estimates for Mammoth Lakes seem reasonable. The
percentage of units that are truly vacant (for rent, for sale) dropped from about 15
percent in 1990 to 6 percent in 2000, which may have been linked to the increase in full-
time residents during this time period. Assuming 5 percent vacancy in 2006, there are
approximately 5,500 homes in Mammoth Lakes occupied either on a part-time basis by
second home owners, or rented to overnight visitors as a portion of the overnight rental
pool inventory. By comparing the growth in housing units to the growth in households,
it is estimated that 60 to 65 percent of new residential construction from 2000 to 2006
consisted of second homes and condohotel condominium units and 35 percent was for
permanent residents.

Table 3
Second Homes Estimate, Mammoth Lakes, 2006
Mammoth Crossing Market Analysis

Change
Description 1990 2000 2006 1990-2000 2000-2006
Total Housing Units 7102 7,960 9,223 858 1,263
Vacant Units

For Rent/Sale/Other 1.065 478 461 -588 -18

Second Homes/Investmant 4085 4668 5502 84 833

Total Vacant 5180 5146 5,963 -4 817
Units by Occupancy

Permanent Households 1,852 2814 3260 862 448

Second Homes/Investment 4085 48868 55021 £84 833

Vacant For Sale/Rent, Other 1,085 478 481 -588 -6

Total Housing Units 7,102 7,960 5,223 858 1,283
tUnits by Occupancy (%)

Permanent Households 27% 38% 35%

For Sale/Rent, Cther Vacant 15% 6% 5%

Second Homes/investment 58% 59% B80%

Total Vacant 100% 100%  100%

1] Based on US Census sstimates for 1690 and 2000,
Source: US Census; CA Dept. of Finance; Economic & Planning Systems

16



Mamimoth Crossing Market Analysis
Final Report
April 24, 2007

Table 4 illustrates housing unit growth by units in structure from 1990 to 2006. From
1990 to 2000, 55 percent of the change in housing stock was in single family detached
(SFD) units. Fifty-three percent of the change was in single family attached units. There
were some demolitions or multifamily units and Josses of mobile homes, and the balance
of the change in the housing stock was in multifamily units in buildings with more than
5 units.

Table 4
Heusing Unit Trends by Unit Type, Mono County, 1990-2006
Mammoth Crossing Market Analysis

Change 1990-2000 Change 2000-2005
Housing Units in Structure Total # % of Total Total # % of Totai

Mammoth Lakes

SFD 468 54.7% 183 14.5%
SFA 452 52.7% 8 3.0%
2-4 Units -119 -13.9% 340 26.8%
5+ Units 104 12.1% 702 55.6%
Mobile Homes & Other -48 -5.6% 0 C.0%
Total 858 100.0% 1,263 100.0%
Unincorporated
SFD 190 80.9% 375 70.6%
SFA 17 7.2% 46 8.7%
2-4 Units 105 44 7% 11 2. 1%
5 + Units 9 3.8% 0 0.0%
Mobile Homes & Qther -86 -38.6% e ] 18.6%
Total 235 100.0% 531 100.0%
Mono County Total
8FD 659 60.3% 558 31.1%
SFA 469 42.9% 84 4.7%
2-4 Units -14 -1.3% 351 19.6%
5 + Units 113 10.3% o2 38.1%
Mobile Homes & Other =134 -12.3% a8 55%
Total 1,083 100.0% 1,794 100.0%

Source: CA Depl. of Finance: Economic & Planning Systems

i LEBE3-Marmmioth Viage Merset Siiy\N odeis\ 1585 F-Rassting HigENE Chonps

The last six years of data show a significant increase in multifamily units in the 2 to 4
and 5+ units in structure categories. From 2000 to 2006, multifamily units in buildings
with 2 to 4 units accounted for 27 percent of housing construction. Multifamily units in
buildings with 5 or more units accounted for 55 percent of new construction. The 5 or
more units in structure category include resort condominium developments such as the
Village at Mammoth.

11
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New residential construction building permits are shown by vear in Table 5. Note that
the single family category here includes single family detached and single family
attached (townhemes and side-by-side duplex units).

The pace of construction over the past seven years has increased dramatically when
compared to the trends shown in the 1990s. From 2000 to 2006, there were on average
217 new units permitted and built each year for a total of 1,522 units. During the 1990s,
Mammoth Lakes absorbed approximately 30 to 90 units per vear, with 1990 and 1999
raising the averages to 70 and 80 units per year from 1990 to 1994 and 1995 to 1999,
respectively.

The proportion of single family and multifamily construction is shifting. Multifamily
construction has increased from 44 percent of the total during the 1990 to 1994 time
period to 71 percent during the 2000 to 2006 time period. There has been a
corresponding decrease in single family construction from 56 percent to 29 percent of
the total during the same time periods.

The five year moving average for new construction permits is shown in Figure 1. The

trend line suggests that the overall pace of development is increasing in Mammoth
Lakes despite peaks and valleys during some years.

12
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Part of the shift to more multifamily construction is explained by the increase in
condominium hotel and fractional ownership development, which are all classified as
residential construction since they are individually owned units and assessed as
residential property. They also have the potential to be used as full-time dwelling units.
As shown in Table 6, approximately one half of the multifamily construction from 2000
to 2006 can be accounted for in three major resort oriented projects: the Village at
Mammoth with 290 units, 8050 with 28 units to date, and the Westin Monache with

230 units.

Table §

Resort Accommodations Oriented Construction, 2000-2006
Mammoth Crossing Market Analysis

Construction
Activity 2000-2006

Mutlifamily Housing Starts 1,084
Village at Mammuoth (Condohotel) 290
8050 (Fractional Club) 28
Westin Monache (Condohotel) 239
Total 548
Percent ResortfAccommeodations Oriented B1%

Source: Ecanomic & Planning Sysiems
HAIBES3-Mammeth Vilage Markst Stedyedeisy 16553-Devel_Proj xisPermits
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EMPLOYMENT

Employment data was only available at the County level. However, it can be inferred to
be generally representative of the Mammoth Lakes area since there are no other major
population centers of similar size in Mono County. Mono County’s economic base is
very characteristic of a rural mountain resort community. As shown in Table 7, over
one third (34.5 percent) of the job base is in Accommodations and Food Services which
includes hotels, restaurants, and bars. This sector also generated approximately 70
percent of the employment growth from 2001 to 2004, with an increase of 700 out of a
total of 1,080 net new jobs.

Table 7
Mono County Employment, 2001-2004
Mammoth Crossing Market Analysis

Change 2001-2004 % of Total
Industry Sector 2001 2002 2003 2004 Total# Ann # Ann. % 2004
Agricuttire { (D) [t3)] 31 e - - 0.3%
Mining {0y (o o (D
Utilities { (o (D) (D) e - - -
Construction 830 805 338 813 83 28 3.2% 87%
Manufacturing (D} 119 102 119 e e —n 1. 1%
Wholesale trade HM 36 43 47 - - e & 4%
Retall trade 1,008 9e8 1001 984 -25 -8 0.8% G.4%
Transportation and warehousing 5% {D) [{8)] (D} - - e o
Information 30 55 74 74 -16 -5 -B.3% G.7%
Finance and insurance 109 107 112 14 1 G 0.3% 1. 1%
Real estate and rental and leasing 873 914 G800 1,004 131 44 4.8% 9.8%
Professional and technical services 451 467 468 528 77 26 54% 5.0%
Management of companias and enterprises (D} {8 D {3 - - s
Administrative and waste services o {0y o} o e e o
Educational services D} [{9)] {D} {D} - pes e e
Heaith care and social assistance {3 i s )] {1 —— - e
Arts, entertainment, and recreation 240 243 250 255 15 & 2.0% 2.4%
Accommodation and food services 2807 2,571 3151 3,808 709 234 75% 34.5%
Other services, excent public administration 430 472 458 448 18 & 1.4% 4.3%
Governmert and government enterprises 1,667 1581 1801 1838 31 0 8% 187%
Total Non-Farm Employment 9,381 89437 8,808 104861 1,080 360 3T% 100.0%

Mote {31 indicates dete suppressed for plivacy.
Sowree S Bumau of Boonomic

Arglesig

Government employers (state, local, and federal) account for 16 percent of the job base.
The largest government employers in Mammoth Lakes are the Town and the Invo
National Forest. The Mono County seat is in Bridgeport where most of the County
offices are located. Other significant industries are Real Estate and Rentals and Leasing
with 9.6 percent, Retail Trade with 9.4 percent, and Construction with 8.7 percent of the
job base. Total employment has been growing steadily since 2001 at 3.7 percent

per year.
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VISITATION AND LODGING

Since 2000, Mammoth Mountain Ski Area (MMSA) has experienced strong growth in
skier visits despite a national trend of generally flat growth. As shown in Table 8,
Mammoth had approximately 950,000 skier visits in 2000, growing to an estimated
1,450,000 in 2005. This is an increase of 500,000, or 8.8 percent annual growth. Skiing is
the largest visitor generating activity in Mammoth and is thus an important economic
driver for the community.

Mammoth has been largely a weekend destination market for Southern California.
However, MMSA management’s goal is to increase Mammoth’s destination visitors.
Their strategy includes several approaches. One is to increase marketing in major
metropolitan areas of the U.S., which will be more accessible as commercial air service to
Mammoth is expanded. MMSA would also like to attract more high end resort oriented
development to Mammoth such as branded hotels and luxury condominiums. This will
increase the overnight bed base and help to increase skier visits, and also potentially
attract more affluent destination visitors.

Table 8
Mammoth Mountain Skier Visits
Mammoth Crossing Market Analysis

Year # of Visits Ann. % Change

Trend
2000 850,000 -
2001 1,150,000 21.1%
2002 1,200,000 4.3%
2003 1,350,000 12.5%
2004 1,400,000 37%
2005 {EBst) 1,450,000 3.6%
Change 2000-2005 500,000 8.8%

MMSA Projection
2006 1,450,000 0%
2007 1,850,000 7%
2008 1,650,000 6%
2008 1,800,000 §%
2010 2,000,000 11%
Change 2006-2010 2,000,000 8.4%

Source: Mammoth Mountain 8K Area

HIEAE3Mammath Vilage Market SudyiDetay 16853-Siervisits xisjSkier Visis
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The bed base from 1999 to 2005 or Mammoth Lakes is shown in Table 9. There has been
very little growth in the Town's bed base over this time period, increasing by a total of
59 units/rooms since 1999. The inventory of hotel, inn, and lodge rooms decreased
steadily since 1999 by 228 rooms, which have been replaced by condominium and home
rental units, including condohotel units such as the Village at Mammoth. The condo
and home rental category has grown by 240 units since 1999 at a rate of 1.5 percent per
year, replacing a number of older hotels and inns that have dropped out of the inventory.

Table 9
Total Rooms Available
Mammoth Crossing Market Analysis

Change 1999-2005

Accommodation Type 1999 2000 2001 2002 2003 2004 2005 Totald# Ann ¢ Ann. %
Condo/Home Rentals (Units) 2523 2585 2602 2586 2632 2706 2,763 240 40 1.5%
Hotel, Inns & Lodges (Rooms) 1,460 1,355 1281 1215 1231 1210 1232 ~228 <38  -28%
Campgrounds 588 586 582 561 837 837 635 47 8 13%
Total Availabie Rooms 4,571 4,536 4,465 4,362 4,500 4,553 4,530 59 0 0.2%

Source: Town of Mammath Lakes Finance Dept., Economic & Planning Systems
K ess3-aamiicth Vilage Marke: StudyiModalsd 18853 Eoanidd]_2-23 wsioN_Invertary

This trend is occurring in other resort communities as well. Lodging development is
increasing for individually owned fee simple dwelling units with central rental
management or as fractional ownership dwelling units. This development model
provides a way for developers to spread the risk of a project across many owners.
Sources indicate that traditional hotel developments are harder to finance and have
more risk than a project consisting of individually owned units. Interviews with
condominium hotel developers and analyses of other similar projects in peer resort
communities indicate that 75 to 80 percent of the units in a resort oriented condohotel
project will be placed in the overnight rental pool at a given time and function as short-
term accommodations or “hot beds.”

In 2006, Mammoth Lakes achieved 39.1 percent annual occupancy, which is close to its
high of 39.6 in 2004, as shown in Table 10. Winter occupancy has beent at 51 to 52
percent since 2002, while summer occupancy has been 36 to 39 percent. Occupancy
during the shoulder seasons {spring and fall} is generally less than 22 percent.
Mammoth Lakes experiences the large fluctuations in seasonal occupancy found in most
communities with a ski resort.
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Table 10

Overnight Occupancy by Season, Town of Mammoth Lakes, 2001-2006 YTD
Mammoth Crossing Market Analysis

§-Year
Time Period 2001 2002 2003 2004 2005 2006 Avg.
Winter (Dec - Mar} 48 3% 51.3% 51.2% 51.8% 51.8% B2 8% 512%
Summer (Jun - Sep} 38.5% 38.8% 36.5% 38.1% 38.0% 36.7%; 37.8%
Spring & Fall {Apr, May, Oct, Nov} 248% 247%  27.9% 291% 248%  27.9%| 26.5%
Annual 37.2% 38.2% 38.5% 39.6% 38.5% 30.1%] 38.5%

2001/02 2002/03 2003/04 2004/058 2005/08

8ki Season (Dec, - Mar.) 51.9% 51.2% 48.8% 53.5% B36%; 52.0%
Rest of Year {Apr. - Nov.) 31.7% 31.7% 32.2% 33.6% 21.8%| 32.2%

Souras Town of Mammoth Lakes Finance Dept., Economic & Planning Systems

The highest occupancy rates are achieved at resorts with a strong summer season such
as Aspen, Vail, and Whistler-Blackcomb, all of which achieve year-round occupancies in
the 50 to 55 percent range. Festivals, events, and conferences are the most common way
to increase occupancy in non-winter months, as shown in Table 11. Winter occupancies
at these resorts range from 68 percent at Aspen to 70 percent at Vail. Mammoth’s 2006
winter occupancy was 53 percent, reflecting its greater weekend business orientation
and relative lack of week-long destination visitors. In this regard, its winter visitation is
more similar to Winter Park, Colorado.

Mammoth's summer occupancy levels are also lower than the most successful resorts.
Although the Mammoth region has a number of summer attractions including the
Devil’'s Postpile National Monument, these destinations are largely dispersed outdoor
recreation uses rather than activities concentrated in the Town, generating higher
lodging and retail demand.
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Table 11
Selected Resort Occupancy Rates
Mammoth Crossing Market Analysis

Beaver Mt Whistler- Winter

Mammoth Aspen Creek Trembiant Snowmass  Telluride Vait Blackomb Park
Winter 53% B88% 80% BB% 70% 43% T6% T2% 50%
Spring 38% 40% 3% 27% 17% 17% 39% 48% 15%
Summer 37% 54% 57% 63% 23% 39% 57% £3% 22%
Falt 22% 28% 19% 26% 8% 14% 20% 25% 10%
Annual 35% 50% 45% 43% 35% 3% 53% 50% 32%
Source: Esonomic & Planning Systerns
b 8B bt Vilage Marked 16255 Bassline wejFaet_Oooy
RETAIL CONDITIONS

This section estimates existing retail space and sales activity by store type.

RETAIL DEFINITIONS

Retail stores are categorized based on shopping and trade area characteristics listed
below. Each is described with examples to clarify the types of retail stores included in
each of the categories.

Convenience Goods ~ This category includes supermarkets and other grocery stores,
convenience stores, as well as liquor, drug, and other specialty food stores. These stores
generally sell frequently purchased, low cost items with little product differentiation.

Shoppers Goods - This category includes general merchandise, apparel, sporting goods,
furniture, appliance, and specialty goods stores. General merchandise stores include
traditional department stores (such as J[CPennev) as well as discount department stores
(Wal-Mart, Target, and Kmart). The product lines of these stores are generally more
expensive than convenience goods and less frequently purchased items. In general,
people are more likely to comparison shop for Shoppers Goods and are often more
willing to travel farther to buy them. Many of the store types seen in resort settings are
inchuded in this category, such as gift/ t-shirt shops, outdoor equipment and apparel
stores, art dealers, and other miscellaneous and specialty retailers.
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Eating and Drinking Establishments ~ This category covers restaurants including
conventional sit-down, fast food, and bars. Businesses in this category exhibit some of
the characteristics of convenience stores in that many restaurant expenditures are made
at establishments close to home and on a frequent basis. However, some higher quality
restaurants that are more unique in the market or trade area can have a regional draw.

Building Material and Garden ~ This category is made up of stores selling lumber,
paint, glass, hardware, plants and garden supplies, and other retail items related to
home improvement. Home improvement centers such as Home Depot and Lowe’s are
the largest stores in this category. Smaller stores such as Ace Hardware and Do It Best
are also represented.

RETAIL SALES

EPS obtained aggregated sales tax information from the Town of Mammoth Lakes for
several store categories in the Shoppers Goods, Eating and Drinking, and Building
Materials/Hardware and Garden categories. The Town was not able to provide sales
tax information for the Convenience Goods categories due to confidentiality issues. The
Town also provided an inventory of businesses and commercial buildings. This
business inventory was summarized by store categories to match the sales tax
information in order to estimate retail sales and sales per square foot by store category.
For the convenience goods category, information from the Census of Retail Trade for
Mono County (2002) was used to estimate sales in Mammoth Lakes.

Mammoth Lakes has approximately 578,000 square feet of retail store and eating and
drinking space. There are 116,000 square feet in Convenience Goods, 206,000 square feet
in Shoppers Goods and Specialty Retail, 235,000 square feet in Eating and Drinking, and
approximately 21,000 in Building Materials/ Hardware and Garden, as shown in Table 12.
Mammoth Lakes does not have any discount department stores, and the closest stores in
this category are K-Mart and JCPenney, both located in Bishop.

The 48,000 square foot Von's in Mammoth Lakes is the only full-service supermarket in
Mono County. It is reportedly one of the highest performing stores in California. Data
on store sales for Von's was not available due to disclosure issues. However, based on
the lack of other grocery stores in the County and total grocery store sales in Mono
County, it is estimated that Von's accounts for approximately 80 percent of Mono
County grocery store sales with sales of approximately $38.4 million, or 5800 per square
foot. This is considerably more than the $400 to $500 per square foot industry standard
for a well-performing store. Overall sales per square foot in the Convenience Goods
Category are estimated at $466, which indicates that this sector performs very well in
Mammoth Lakes.
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The Shoppers Goods category performs adequately given the seasonality in Mammoth
Lakes. Sales targets in this category are typically $275 to $350 per square foot, compared
to the estimated 5237 per square foot in Mammoth Lakes. The Eating and Drinking
category achieves annual sales of $174 per square foot. This is below industry standards
of $250 to $350 per square foot for strong businesses in a resort setting.

Table 12
Mammoth Lakes Retail Inventory
Mammoth Crossing Market Analysis

Retail Sales
Store Type Square Feet  Estimated Sales Per 5q. Ft.
Convenience Goods
Grocery Stores & Convenience Stores 73,000 $41,728,000 $572
Specialty Food Stores 2,000 -
Beer, Wine, and Liguor Stores 8,600 $1,718,000 $215
Health and Personal Care 33,600 $10.573.000 $320
Subtotal 116,000 $54,019,000 $466
Shoppers Goods
General merchandise stores Y - e
Qther Shoppers Goods
Clothing & Accessories 83,000 $12,552,000 3198
Furniture and Home Furnishings 10,000 $6,462.000 3646
Sporting Goods, Hobbies, Books & Music 89,000 $18,476,000 $208
Etectronics & Appliances 5,000 $731,000 5146
Misceilaneous/Specialty Retail 38,000 $10.802.000 $271
Subtotal 206,000 $48,823,000 $237
Total Shoppers Goods 206,000
Eating and Drinking 235,000 $40,809,000 $174
Building Material and Garden 21,000 $18,678,000 -
Total Retail Store Space 578,000 $162,329,000 $281

Source: Town of Mammoth Lakes, Economic & Planning Systems

Convenience Goods is the largest category in terms of total sales at approximately $54
million, or 33 percent of retail sales. The next largest category is Shoppers Goods with
$48.8 million, or 30 percent of sales. Eating and Drinking generates approximately $40.8
million (25 percent}, and Building Materials generates $18.7 million (311.5 percent).
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Despite generally below average sales levels, retail conditions appear to be improving in
Mammoth Lakes based on trends in sales tax collechions. As shown in Table 13 and
Figure 2, sales tax collections have grown at 5.2 percent per year since 1997 despite a
sharp drop during 2006. Even during the national recession in 2001 and 2002, Mammoth
saw an increase in sales tax collections.

Table 13
Town of Mammoth Lakes Sales Tax Collections, 1997-2005
Mammoth Crossing Market Analysis

Mammoth Lakes Ann. %
Calendar Year Net Sales Tax Change Change
1897 31,168,689 e
1988 51,208,723 $130,023 11.1%
1599 $1,480,734 $182.011 14.0%
2000 $1,648,147 $167.413 11.3%
2001 $1.677.312 $29,165 1.8%
2002 $1,826,833 $149.621 8.8%
2003 $1.851,984 $65,062 3.6%
2004 $2,068,024 $1786,110 9.3%
2005 $2,323,579 3255485 12.4%
1997-2005 Change $1,154,880 9.0%

Source: Town of Mammoth Lakes, Economic & Planning Systems
HAEsE-ammath Vitlape Market Bludyvilatal 18852 Tex Trend sinjShestt

Figure 2
Town of Mammoth Lakes Sales Tax Collections, 1997-2006
Mammoth Crossing Market Analysis
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VILLAGE AT MAMMOTH

The 58,000 square foot Village at Mammoth developed by Intrawest is the largest recent
addition of new retail space in the Town. The first tenants opened for business in April
of 2003 and the Village was almost fully leased by Thanksgiving 2003, One key

restaurant anchor space remains vacant.

Interviews with property management and leasing staff indicate that the average sales
per square foot at the Village are about $375, compared to project pro forma projections
of $500 to $600 per square foot. However, Intrawest representatives indicated that
conditions are improving largely due to more summer events and activities; also, high
priced specialty stores in the Village are doing much better than stores with lower
average ticket prices, unless they can achieve very high volume. Many tenants are
receiving rent subsidies or are on percentage rent-only leases for the initial years,
indicating that Mammoth's seasonality dictates that new retail development may
require rent subsidies {concessions) from developers or incentives from the Town.

Sales by month for the Village during 2004 through 2006 are shown in Table 14. Total
sales for the Village are up 54 percent since 2004. While sales during off-season months
are growing, the sales pattern still shows a lot of seasonality. This seasonal pattern
makes it difficalt for businesses to be successful because many of their overhead costs
such as rent are fixed, and off-season sales may not be enough to cover operating costs.

Table 14
Village at Mammoth Retail Sales, 2004-2006
Mammoth Crossing Market Analysis

% Change
Month FY 2004 FY 2005 FY 2006 2004-2006
July $450.000 $800,000 $850,000 1%
August $800,000 $6800,000 $1.000.000 B87%
September $400,000 $700,000 $750,00C 88%
October $250,000 $600,060 $500.00C 100%
November $500,000 $1,250,000 $1,000,000 100%
Becember 51,500,000 $2,000,060 $2,480,000 668%
January $1.700,000 $1,700,000 $2 550,000 5%
February $1.700,000 $1,700.000 $2,480,000 46%
March $1,400,000 $1,600.000 $2,480,000 7%
Aprit $1,000,000 31,156,000 $2,050,000 105%
May $550,000 57006,000 e e
Jdune $490,000 $560,000 - -—
Total $10,540,000  $13,550,000 §$16,250,000 54%

Source: Intrawes!, Economic & Planning Systems

HAIEBNS Mummati: Vitags Marke! Stay Deidl 16855 Tae_Trend wisiings
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EXPENDITURE PATTERNS

An analysis of expenditure patterns provides an illustration of retail leakage and inflow,
and how the major resort demand components contribute to retail sales. The portion of
retail sales attributable to the permanent population, overnight visitors, and second
home owners is estimated separately below.

Permanent Residents

Resident expenditures are estimated based on the portion of total personal income (TP1)
spent by store category based on statewide averages. TPl is calculated as the average
household income for Mammoth Lakes of $74,700 multiplied by 3,260 permanent
househelds. Using information from the California Department of Finance and the US
Census of Retail Trade, it is estimated that a total of 31.7 percent of TPl is spent on retail
goods. Applying these average state-wide expenditure levels to the trade area TP of
$243. 7 million results in total retail expenditures of $77.3 million in 2006, as shown in
Table 15. Convenience Goods purchases are estimated at $23.4 million followed by
other Shoppers Goods at $21.4 million.

Tabie 15
Permanent Resident Expenditure Patterns, 2006
Mammoth Crossing Market Analysis

Expenditure  Spent Locally ($000s) Qutfiow ($000s)

Store Type % of TRl Potential ($000s) % $ Yo

Total Personal Income (TP $243,700

Convenience Goods 9.6% $23,395 85% $19,886 15% 33,500
General Merchandise 5.1% 12,429 0% [ 100% 12,429
Other Shoppers Goods 8.8% 21,448 65% 13,940 35% 7,506
Eating and Drinking 4 6% 11,210 85% 9.52% 15% 1,682
Building Material & Garden 38% 83772 80% 7018 20% 1785
Total {$000s) N7% $77,253 65% $50,373 5%  $26,880

Source: Economic & Planning Systems
PN BBE- Mammot Vilnge Baker Suciilodsa (15653 Eoanild 328 deifiss_Expend

Few trade areas capture all of the local expenditure potential in local stores. This is
certainly the case in small markets like Mammoth Lakes where many of the major store
categories are not present, including discount department stores, major electronics and
appliance stores, and other retailers catering to full-time residents. Consequently, many
local residents make purchases elsewhere (e.g., Bishop, Reno/Carson City, etc.), which is
characterized as retail outflow or leakage.

Convenience Goods is estimated fo have the highest local capture at 85 percent of
expenditures. There is theoretically 100 percent leakage in the General Merchandise
category as there are no true general merchandise stores in Mammoth Lakes that would
match the retail definitions used in this study. (In practice, some of these purchases are
made in smaller Shoppers Goods stores due to the lack of bigger store options.} The
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remaining categories are estimated to capture 65 to 85 percent of resident expenditures.
The overall capture of community retail expenditures is estimated at 65 percent, with the
remaining 35 percent spent outside Mammoth Lakes.

Visitors

Visitor expenditures are estimated by using dollar per day expenditure estimates. The
basis for these estimates is usually visitor survey data. Mammoth Lakes has not
collected data on visitor expenditure patterns as is common in other communities with
resort oriented economic bases. Visitor expenditures were therefore estimated by
comparing retail sales by store category in Mammoth Lakes as provided by the Town
Finance Department to total expenditure potential by the three demand segments and
adjusting daily expenditures to correlate with total sales,

As shown in Table 16, it is estimated that the average overnight visitor in Mammoth
Lakes spends $45 per day per person on retail purchases in Mammoth Lakes (including
on-mountain food and beverage). Second home owner expenditures are estimated to be
considerably less at approximately $19 per day per person.

Overnight Visitors generate $79.8 million in expenditure potential, which is almost
equivalent to the expenditure potential of the permanent population ($77 million).
Second home owners contribute an additional $8.3 million in expenditure potential,
bringing total visitor expenditures to $88.1 million per year.
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Tabie 16
Visitor Expenditure Estimates, 2008
Mammoth Crossing Market Analysis

Description 2006
Overnight Visitors
VisHtors znd $ per Da
Overnight Visitor Days 1,783,848
Convenience Goods 814
Generat Merchandise —
Shoppers Goods $15
Eating & Drinking $16
Bidg. Mat. & Garden o
Total $45
Local Expenditure Potentials
Convenience Goods $24 684
General Merchandise s
Shoppers Goods $26,899
Dining Out 328,222

Bidg. Mat. & Garden o
Total Expenditures ($000s) $79,814

Second Home Owners
Visitors and 3 per Day

Overnight Visitor Days 432 801
Convernience (Goods $10
General Marchandise e
Shoppers Goods $7
Eating & Drinking $3
Bidg. Mat. & Garden e
Total $19
Local Expenditure Potenfials
Convenience Goods 54,180
General Merchandise e
Shoppers Goods $2.995
Eating & Drinking $1.1685

Bldg. Mat, & Garden —
Total Expenditures {$000s) $8,319

1] Estirnated as 80% of the 280 unils in the Village at Mammnth.
Totals as displaved reflect spreadsheet rounding.

Sourse: Economic & Planning Systems
HATEESEM

roth Villsge Market StudpModeisy 18853-FeonMd 203 msiisn_Expena 2020

111 Estimated as 9% of the 280 units in the Viflage o Mammath
Fource: Fooramic & Planning Syslems

HiEBS T Marmath Yitege Metket Bedyoceis{ 18553 Foonkid_4.03 < [Visi_Expens 2023
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Retail Sales by Demand Segment

Total expenditure potential is correlated with actual retail sales by Mammoth Lakes
stores calculated from Town sales tax data in Table 17. As shown, permanent residents
make most of their Convenience Goods and Eating and Drinking purchases locally.
Permanent residents will travel to other areas for Shoppers Goods {department stores,
appliances, etc), and it is estimated that only 65 percent of Shoppers Goods purchases
are made in Mammoth Lakes. Visitors make 85 to 95 percent of their purchases in
Mammoth Lakes, as they are not likely to travel for shopping,

While some Mammoth Lakes permanent resident expenditures “leak” to other areas,
there is also inflow from nearby Mono and Inyo Counties. [tis estimated that 10 percent
of Convenience Goods sales come from pecple who live cutside the trade area. For
example, this could include people who live in June Lake and come to Mammoth Lakes
for grocery shopping, or people who work in Mammoth Lakes and live elsewhere.
There is also approximately 5 to 10 percent inflow in Shoppers Goods and Eating and
Drinking, and significant inflow in Building Materials from construction sales (non-
household sales to contractors).
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[1I. DEVELOPMENT AND VISITOR FORECASTS

This chapter presents a forecast of future development and visitation for Mammoth
Lakes. First, the inventory of active and planned developments is summarized and
evaluated as a “bottom up” forecast. Second, the development pipeline is compared to
historical demand to create a “top down” forecast for Mammoth Lakes that is sensitive
to the current level of development activity but at the same Hme is balanced with the
overall level of demand in Mammuoth Lakes.

DEVELOPMENT ACTIVITY

The current inventory of active and planned major development projects is summarized
by geographic area in Table 18. All projects are described in the number of units for
consistency. In a for-sale condominium development, a unitis a dwelling unit. Ina
traditional hotel project, a unit is one hotel room. Local real estate professionals and
developers familiar with these projects were contacted to estimate the iming and
likelihood of each project. As shown, the current planned projects could result in a total
of 1,700 units over the next 15 years. This would be equivalent to approximately 3,800
rooms using a conversion factor of 2.25 rooms per unit identified in the Town’s
condominium inventory. The allowable density of the NVSP is 80 rooms per acre, and
the 1,700 units of development potential currently identified translate to approximately
60 rooms per acre gross.

PROJECT INVENTORY

Mammoth Crossing

The proposed Mammoth Crossing project is shown as proposed with a total of 463 units
estimated to be completed between 2011 and 2015. As plammed, the project would likely
be a mix of individually owned condohotel units or hotel rooms under single
ownership. The ownership structure of the project has not been identified vet, and will
depend on the availability of financing and interest from branded flag hotels.

Site One is planned for 104 units {approximately 198 sleeping rooms) with ground floor
retail /commercial space oriented to a public plaza and Lake Mary Road. Site Two is
planned for 165 units (approximately 384 rooms) with additional retail/commercial uses
fronting Lake Mary Road. Site Three is planned for 194 units (approximately 196 rooms)
targeted to be operated by a branded fiag hotel. It has yet to be determined if the units
would be individually owned, fractional ownership, or owned and operated by the hotel

operator. No commercial space is planned for site three other than a possible restaurant
associated with the hotel.
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North Village

» Existing Development - The existing 290 condohotel units in the Village at Mammoth
developed by Intrawest are shown. There is the potential for more development
associated with the Village; this is shown as the 300 units in the “other future
projects” category, as the future of this is somewhat uncertain with the restructuring
of Intrawest. The existing Fireside condominiums are also shown.

* North and South Hotels - The south hotel parcel is currently under review by the
Town. The parcel is planned for a 251 unit condohotel branded as the 1 Hotel”
featuring LEED certified design and construction, and green operating principles.
The north hotel parcel is likely to follow in five to ten years with a similar project.

»  Westin Monache - The Westin Monache is under construction, and nearing
completion of its 230 condohotel units. This is Mammoth's first internationally
branded hotel, and the first 141 units in phase one of the project sold out during the
first day of the release, which motivated Westin to release the second phase of 89
units early. Prices range from approximately $405,000 to over $1.0 million.

v 8050 - The 8050 has built 28 units to date, with an additional 17 units likely to be
completed in 2007. The 8050 is a fractional club with 1/8 share ownership with
prices starting at approximately $490,000 for a share in a two-bedroom unit.

* Hillside - The Hillside Project directly to the northwest of Mammoth Crossing has
been slow to move past the planning and conceptual stages. However, its
competitive location in the North Village suggests that a viable project will
eventually come to fruition in the next five to ten years.

Other Major Projects

»  Sierra Star - Sierra Star is a large master planned development around the Sierra
Star golf course on Minaret Road. There are currently approximately 451 units built
in the project. The majority of buvers are second home buyers, as the project targets
a fairly high end market. Sierra Star is characterized by projects such as the recent
Tailus, with 1/6 share single family homes priced at approximately $800,000 per
share. The Timbers is another recent project in Sierra Star with whole ownership
townhomes starting at $1.6 million. This is a large project which has been steadily
building out since the early 1990s. It has the potential for approximately 260 more
residential units {townhome, condominium, single family) as well as approximately
4590 units in a higher density hotel or condchotel-type product. 1t is estimated that
residential components of this project will continue to build out at approximately 25
units per year, with the higher density hotel products coming online later in the next
10 to 15 years. The project will continue to be oriented to second home owners and
investors who place their property in the short-term rental pool.

(%)
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* MMSA Base Area Redevelopment - Mammoth Mountain is in the early stages of
planning for the redevelopment of several base area properties around the Main
Lodge on Minaret Road. Preliminary plans call for roughly 1,000 hotel or condohotel
units. This is a large scale and complex development effort, as it requires a land
exchange or long-term special use permit with the USFS. Therefore, it is judged to
have an extended buildout beginning in five to ten years, nearing completion by 2020.

= Other Development and Infill - There are several other projects in the planning and
construction pipeline that will contribute to the overall growth of Mammoth Lakes.
The Snow Creek PUD is a large development that has been steadily building out at
roughly 40 to 50 units per year. Snow Creek has the potential for an additional 2,300
units, which may not be achieved in the forecast time period based on the past
absorption rate and competition from other projects. Nevertheless, itis a large
project that will continue to grow.

*  Other Projects - Four other projects were identified as likely to come online in the

next five years: Shady Rest, Clearwater, the remaining Juniper Ridge area buildout,
and Holiday House.

o Shady Rest will likely be targeting permanent residents and will include a
significant affordable housing component of approximately 170 units.

o Clearwater/Metric Mammoth is proposing a 339 unit redevelopment of
several buildings located on the northeast corner of Sierra Nevada Road and
Old Mammoth Road. The project is in the planning and entitlement stages
and may include a mix of condominiums, 43 workforce housing units, and
roughly 20,000 square feet of commercial space.

o Juniper Ridge is planned for an additional 83 unit high end condohotel and
fractional ownership units that are expected to come online within the next
five years. The project will also include a 52,000 square foot base lodge and
skier services building with other amenities.

o Holiday House is a planned redevelopment of an older motel property. The
project is planned for 54 condominium units.

As shown, there are approximately 6,500 units in the planned and active project
pipeline. There is a significant amount of planned activity that is expected to come
online in the next five to ten years. The development inventory implies that the market
would need to absorb roughly 230 units per year for the next three to five years, and
over 500 units per year from 2011 to 2015, and 210 units per year from 2016 to 2020.
Since not all projects will come to fruition, the development supply is compared to
historic trends that provide a more realistic indicator of demand in the next section.

(2
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MAMMOTH GROWTH POTENTIALS

The Intrawest developments in the North Village have triggered a great deal of
additional development interest in Mammoth Lakes. However, the expected
construction of an additional 1,500 units in the North Village, and an even greater
number of units elsewhere is the Town, will require a significant growth of visitation to
support this additional real estate investment. Given overall flat growth numbers in the
ski industry nationally, Mammoth Lakes will need to have an aggressive and
multifaceted approach to expanding and solidifying its market position.

EPS completed a research paper titled Competitive Resort Case Study, 2004, which
surveyed successful resort communities in the western United States regarding the key
elements of their success in growing and diversifying visitation and related retail and
lodging expenditures. The information collected demonstrates how the selected resort
areas were able to retain, expand, and diversify their visitor base through continuing
private and public investment in the resort and the larger community. A number of the
research findings are applicable to Mammoth Lakes, as summarized below.

The successful resort comnunities all have vital commercial villages where
residents and visitors can find shopping, dining, and entertainment.

Mammoth Lakes has taken a big step forward towards expanding overnight visitation
with the development of the North Village. But as previously discussed, the Village
commercial development is still performing below expectations due to a lack of critical
mass of retail commercial space, as well as a lack of adequate nearby lodging units to
support the existing and potential future space. The planned additional lodging and
residential space in the Village will balance the residential and commercial space and
create a more functional destination. However, both the additional lodging and
commercial space will require a growth in visitation in order to be successful and also to
create a “rising tide” for existing space.

The most successful communities have a long-term and ongoing commitment to
public investment in facilities and infrastructure.

Ski towns are realizing that the mountain has limited growth potential and that the
communities need to make other infrastructure investments to support long-term
growth. For example, the Town of Breckenridge, Colorado has successtully funded
through local taxes and visitor fees a series of public improvements, including a public
recreation cenfer, golf course expansion, Nordic center, performing arts theater, and
amphitheater. More than any one investment alone, this ongoing commitment to
making Breckenridge a better place to live and visit has resulted in steady ski visitation
growth and greatly expanded summer visitation.

The City of South Lake Tahoe (Heavenly Mountain Resort) created an urban renewal
area and used its tax increment financing to build infrastructure and remove outmoded
lodging facilities in support of revitalization and reinvestment of its commercial core
area at the base of the mountain. These efforts have resulted in older lodging properties
being replaced by new lodging and fractional fee projects that are attracting more
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affluent visitors with greater spending and purchasing power. The City has experienced
steady growth in retail sales and transient occupancy tax revenues due to the attraction
of more affluent destination visitors.

Mammoth Lakes’ efforts to expand and diversity visitation will be more successful if the
Town takes a greater role in building and financing the necessary resort community
infrastructure.

The greatest growth has been achieved where investments have targeted both the
winter and sumnier seqasons.

This again involves a partnership between the ski area ownership, which is responsible
for on-mountain improvements and expansions, and the resort village ownership
(public or private), which is responsible for summer recreation and cultural investments
and supportive infrastructure improvements, Summer season expansion is focused on
golf, events, and convention and meeting business.

Telluride has the most successful summer festival program series in the country.
Snowmass Mountain has rebuilt its golf course and dramatically expanded its marketing
budget backed by a three percent resort marketing tax. Both resorts have publicly
funded conference centers that provide a venue for meetings and events.

Mammoth Lakes will not be able to rely on MMSA alone. Tt will be incumbent on the
Town to take a greater role in building and financing the community facilities and
infrastructure needed to expand visitation to the region. The most successful
communities have a long-term and ongoing commitment to public investment in
facilities and infrastructure. Most successful resorts involve joint ownership or other
cooperative arrangements between the ski area and the community as a whole.

DEVELOPMENT FORECAST

The development forecasts presented below are based on the recent increase in
construction and development and include the following market assumptions:

* The proposed expansion of commercial air service to Mammoth from Las
Vegas, the Bay Area, and Los Angeles in 2007/2008.

* Increased marketing efforts by MMSA to target more destination visitors.

* A greater level of summer events and programming provided by MMSA
and/or the Town of Mammoth Lakes,

* A commitment to expanding the resort community infrastructure to
accommaodate and attract more summer and shoulder season visitors.
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» The forecast begins with a projection of annual construction which is then
allocated by occupancy to second homes, permanent residents, and overnight
accommodations. The residents and visitors generated by this growth in turn
generate demand for additional retail /commercial development.

The five-year moving average of annual construction was less than 100 units per vear in
the mid 1990s and has increased to approximately 200 to 250 units per year from 2000 to
2006. The 2006 to 2020 development forecast is projected to continue at a pace similar to
the 2000 to 2006 time period, at 175 new units per vear, for the 2006 to 2010 forecast
period, as shown in Table 19.

From 2011 to 2015, the pace is forecast to increase to 350 units per year, based on the
large amount of planned activity expected to come online during those years. As
competition for the best development opportunities increases, the pace of development
decreases to 150 units per year from 2016 to 2020. A total of 3,375 new units are forecast
by 2020, slightly more than half of the planned potential of 6,000 units identified in the
development pipeline.

Approximately 65 percent of new construction is expected to be oriented to second
home owners or buyers intending to use their units part-time, thus placing these units in
the overnight rental inventory. Most of the higher density condominium development
is currently in fractional or condohotel products. This category is further split to account
for the 75 to 80 percent of owners who place their units in the overnight rental pool.

New development by occupancy from Table 19 is added to the existing inventory in
Table 20. One household is equivalent to one occupied housing unit; therefore
permanent resident households are the new dwelling units occupied by permanent
residents, plus the existing 3,260 households as of 2006 in Mammoth Lakes. As shown,
the forecast estimates an increase of 588 permanent households for a total of 3,848
Mammoth Lakes resident households in 2020. The overnight accommodations
inventory is estimated to grow by 1,700 units to a total of almost 5,700 in 2020, A large
increase in the number of second homes is also forecast, with 1,400 new units for a total
of 4,200 in 2020.

Skier visits are projected to increase from their current level of 1.5 million per vear to 2.0
million by 2010. By comparison, Vail has a bed base of 11,000 within 5 miles of the ski
area, and the ski area has 1.5 million skier visits per year. Beaver Creek has a bed base
of roughly 3,700 at the base area and an additional 4,000 in nearby Avon, and achieves
675,000 skier visits per year.
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VISITOR FORECASTS

There are an estimated 2,739 private second homes in Mammoth Lakes. Based on
information in the Mammoth Lakes Second Homeowner Survey {RRC Associates, 2005},
it is estimated that second homes are occupied approximately 20 percent of the time
during the winter months and approximately 15 percent of the time during spring,
summer, and fall. Annual occupancy is estimated at 17 percent. With 2.60 persons per

unit on average, second homes generate approximately 432,600 visitor days per year, as
shown in Table 21.

Table 21
Second Home Visitor Days
Mammoth Crossing Market Analysis

Description 2006
Second Home Units 5502
Minus Units in Rental Pool -2, 783
Private Second Homes 2,739
Person Occupancy 2.60
Unit Occupancy

Winter 20%

Rest of Year 15%

Armual Occupancy 17%

Second Home Visitor Days

Winter {120 Days} 170,804
Rest of Year (245 Days) 261,897
Total 432,601

Source: Economic & Planning Systems
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The overnight accommodations inventory is currently 3,995 units. Overnight
accommodations are estimated to generate an average of 3.18 persons per unit based on
information obtained from Intrawest and other Mammoth Lakes hoteliers. Using the
Town’s occupancy figures of 52 percent in winter and 32 percent during the rest of the

year, overnight visitors accounted for approximately 1.76 million visitor days in 2006, as
shown in Table 22.

Table 22
Overnight Visitor Days
Mammoth Crossing Market Analysis

Description 2006
Lodging Inventory
Condo/Home Rentais {Units) 2,783
Hotel, inns & Lodges (Rooms) 1.232
Total Cvernight Accommodations 3,985
Person Occupancy
Condo/Home Rentals (Units) 3.80
Hotel, Inns & Lodges {Rooms) 1.80
Average Persons Per Unit 3.18
Annual Occupancy 38%
Visitor Days { x 365 days) 1,763,848

Source: Economic & Planning Systems

FUTURE VISITOR DAYS

To estimate future visitor days, current visitor days are added to the new visitors
generated by future overnight accommodations and second home development, as
shown in Table 23. It is assumed that overall annual occupancy in overnight
accommodations will increase as better quality lodging opportunities are available and
the Town and ski area expand their marketing activities and year-round events and
attractions. A maximum of 45 percent annual occupancy is reasonable based on
occupancy rates in other competitive destination resorts. As shown, as Mammoth
continues to grow and expand its visitor attractions, there is the potential to achieve 2,97
million overnight visitor days by 2020, an increase of 1.2 million. Second homes also
contribute to visitation, and the increase of 1,400 second homes is estimated to generate
224,000 new visitor days for a total of 656,000 in 2020.

44



1y

G herporadpnig wiyg oDy 5
SIIBIEAG BUILLEB|4 § DHUGUBOF [adinog
yiotaepy 1 20eA BUL U SHUN 0BZ SU) J0 00 S8 PRlBUIET il

0 BEALE K E0 IR

%0°¢ z66'SL  v68'cZT | s6¥'959 pEC'l08  svEoeb L09'ZeY SAR( JOJSIA BUIOH puUCIey
=== = = T 19 got sheq
08z 082 09T 08'e Jufy e BUOSIS
9Ll %L1 %L1 %L1 fouednosg Enuly
%UE Lo} 8ir'L 951 'y 598 801°¢ 8EL'T SBWOH PUOIBS
SIOHSIA SWOH DUCIDE
%8'¢ £06'58 99702} PEY'996'Z ZOO'06S'Z 110°090'Z  8ya'esl’i sheq soHsIA ubBuRAD
53¢ Gog [eiety 8¢ sAB(}
- aL'e gL¢ gL'e BLe U 18T SUOSIag
%50 Yl %G %Iy %0F %8¢ Aouednoog fentiuy
%G'T ozt 6291 Fi9'G 80E'S £eY'y 566'C SHUM SUOHEPOWIWOD2Y WhILBAQ

siousiy WBsAD

%eE 4 28g gre'e oil'e o'e o9z's {s}un) Buisnol = ) $PIOUISNOH JUBLEULSS
{Bunsixg)
9y HUY g uuy # 1ejlo ] 020T 5102 (1]5174 9062 uonduosac
0202-900Z sbuEyD SUMN R0 ]

sisAjeuy joden DUISS0LD) GICUILRH
0Z202-9007 "1SE08104 JOUSIA SIHRT] YIOWILER
£Z olqel

L002 P71y
pioday ]
SISAIHUY FOpON SUISS04T) YoM



IV. RETAIL DEMAND FORECASTS

This chapter identifies the future reftail development opportunities for Mammoth Lakes
including community and visitor oriented retail. Retail demand is a function of the
demand generated by the three major segments of a resort economy: permanent
residents, second home owners, and overnight visitors. In order to estimate refail
development potentials in Mammoth Lakes, a forecast of future retail expenditures is
made stemming from the forecast growth and development in Mammoth Lakes. The
potential for a general merchandise store is also addressed in this chapter by assuming a
higher capture of local expenditures in this category, plus a factor for visitor sales.

EXPENDITURE FORECASTS
PERMANENT RESIDENTS

Total Perscnal Income (TPI) for permanent resident households in Mammoth Lakes is
shown in Table 24 and carried out for the forecast period based on the forecast number
of permanent resident housing units. The forecast increase of 588 permanent
households generates an increase of $43.9 million in TPL

Table 24
Resident Expenditures
Mammoth Crossing Market Analysis

Change
Description 2006 2010 2016 20201 2008-2020
Total Households 3260 3.410 3,710 3.848 588

Average MH Income $74,748  $74,748 $74,748 $74.749 -

Total Personal Income ($000s) $243,700 $254,800 $277,300 $287.600 $43,300

Source: Claritas, Economic & Planning Systems

HLERsT-Marmmath Villzge Marksl SludySsodeisy 18253-Evonitel 403 x=iTF
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The growth of retail expenditure potentials attributable to growth in the permanent
population is shown in Table 25. Total expenditure potentials are expected to grow
from $77.3 million in 2006 to $91.2 million or 1.2 percent per year from 2006 to 2020
After adjusting the expenditures for local capture, expenditures are reduced to $50.4
million in 2006 and $69.7 million in 2020.

Table 25
Permanent Resident Expenditures, 2006-2020
Mammoth Crossing Market Analysis

Description Factor 2006 2010 2018 2020
Expenditures by Store Type o of TPt
Convenience Goods 96% 523,385 $24 470 $26.621 $27 610
General Merchandise 514%  $12,429 $13.000 $14,142 $14,668
Shoppers Goods 8.8%  $21446 $22,431 $24.402 $25,309
Eating and Drinking 48%  $11210  $11,7256 312,756  $13,230
Buiiding Material & Garden 3.8% SRT73 38,178 38,883  $10.354
Totat ($000s) MT% 77,283 $80,803  $87,904  $91,169
% Spent in Mammoth
Convenience Goods 85% 85% B5%: 85%
General Merchandise 0% T0% FO% 70%
Shoppers Goods B5% 65% B85% 65%
Esting and Drinking 85% 85% 85% 85%
Building Material & Garden 80% 80% 80% 80%
Local Expenditures by Store Type
Convenience Goods $19,886 $20,800 $22,828 $23.468
General Merchandise $0 $9,100 $9.000  $10.267
Shoppers Goods $13.040 314,580  $15862  $16,451
Eating and Drinking $0.52¢ $6,887 $10,842 $11,245
Building Material & Garden $7.019 $7.341 $7.986 8,283
Total ($000s) $50,373 $61,788  $67.218 365,714

1] Estimated as 80% of the 280 unils in the Village at Mammoth.
Saurce; Economic & Planning Systems
HAEESE Mammats Vibene Mamket SedpAodels 18552 Enaniidl_4-03 wiePaim_Expardd 2600

To address the potential for a new general merchandise store in Mammoth Lakes, the
expenditure potentiai available in that category must be estimated. Therefore, the local
capture for this category is increased to 7 percent to estimate available expenditures.
By 2020, there would be $10.3 million available from local residents, assuming 70
percent local capture of expenditures in the General Merchandise store category,
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As shown in Table 26, visitor expenditures are forecasted to 2020 based on the increase
in visitor days shown in the development and visitation forecasts and current dollar-per-
day-per-person expenditure levels. The expenditure forecast takes into accounta
reasonable increase in occupancy for overnight visitors, but holds annual occupancy
constant for second homeowners at 17 percent.

At $45 per day per person, overnight visitors generate $79.8 million in expenditures in
2006, increasing to $134.2 million in 2020. Second home owner expenditures are 10
percent of overnight visitor expenditures at $8.3 million in 2006 and $12.6 million

in 2020.

Table 26
Visitor Expenditures, 2006-2020
Mammoth Crossing Market Analysis

Description 2006 2010 2015 2020

Ovemight Visitors
Visitors and § per Day

Overnight Visitor Days 1,763,848 2,060011 2580,002 2,566,454
Convenience Goods 314 %14 $14 $14
General Merchandise — — o ——
Shoppers Goods $15 $15 315 315
Eating & Drinking $16 318 $16 318
Bidg. Mat & Garden o — - -
Total $45 $45 $45 $45
Local Expenditure Potentials
Convenience Goods 524,604 $28 840 $38,260 $41.631
General Merchandise -—- - e
Shoppers Goods $26,869  $31.415 $39,498 345 238

Dining Out $28,222  $32,860 341,440  $47.464
Bidg. Mat. & Garden == — wn -
Total Expenditures ($000s) $79,814  $83,218 $117.198 $134,234

Second Home Owners
Visitors and $ per Day

Overnight Visitor Days 432 601 490,845 B07 334 656,405
Convenience Goods $10 $10 $10 10
General Merchandise
Shoppers Goods 37 37 87 37
Eating & Drinking 33 33 33 53
Bidg. Mat. & Garden e e e oo
Total $1g $19 $19 $18
Locat Expenditure Potentials
Convenience Goods $4,160 34,720 $5.840 358,312
General Merchandise -—- i e -
Shoppers Goods $2.985 $3,388 $4,208 $4 545
Eating & Drinking $1,185 $1.322 $1.835 31,787

Bldg. Mat. & Garden o - - o
Total Expenditures {$000s) $8,319 $9.43%  $11,679 312,828

{11 Estimaled as 80% of the 200 units in the Village at Mammaoth,
Source Economic & Planning Systems

L EREE Mammath YiBage Merkel SradyiModeied 18553 Econtbsl_4-0% weViei_Expend_2020
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RETAIL DEMAND FORECAST

Retail demand is estimated by forecasting the growth in expenditure potential in each
store category generated by permanent residents, second home owners, and overnight
visitors. The retail demand forecast for Mammoth Lakes is shown in Table 27. Total
expenditures are the sum of expenditures by permanent residents, second home owners,
and overnight visitors from 2006 to 2020. Supportable square feet of retail space is
calculated as expenditures divided by a sales per square foot figure for each store
category. The sales per square foot figures are industry benchmarks for well-performing
stores and represent the sales a retailer would require to justify opening a new store. It
is the change in supportable square feet (right hand half of the table) that provides an
estimate of future demand. So as to not overstate demand, this method assumes that the
current retail inventory satisfies the current level of demand.

As shown, an additional 90,300 square feet are supportable by 2010, plus 104,100 square
feet by 2015, and 67,600 by 2020 for a total of 262,000 square feet. Itis important to
recognize that these figures only provide a gauge of the level of future demand. Retail
development opportunities must be analyzed by determining supportable retail/
commercial anchor uses and then identifying other opportunities that are stimulated by
or have synergy with the anchor use and the appropriate retail format (e.g., shopping
center or resort oriented retail).

The following is an assessment of the retail development opportunities in each major
store category.

»  Convenience Goods - Based on the sales performance of the existing Von's plus
projected growth, a second supermarket is expected to be supportable in the 2010 to
2015 time period. A second supermarket would require approximately $24 million
in sales based on a 60,000 square foot store generating $400 per square foot.
Assuming $15 million could be captured from the existing supermarket, the required
sales for a second store are not present today, indicating that this oppertunity is stili
several years in the future. However, a specialty market emphasizing natural foods
and prepared foods may also be an opportunity and is supportable in a shorter
period of time.

= General Merchandise - The potential for a general merchandise store assumes 70
percent capture of permanent resident expenditures, plus a 30 percent increase to
account for visitor sales. The analysis shows that Mammoth Lakes does nothave a
large enough trade area population to support a major general merchandise store,
which typically occupies 75,000 to 125,000 square feet. The forecast growth also does
not indicate sufficient expenditure potentials to support a major store in this
category in the next 10 vears.
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Shoppers Goods - The demand forecast shows support for approximately 52,000
square feet of space in Shoppers Goods and specialty retail in the next 10 years. This
is a major increment of new space that would be similar in scale to the Village, which
is judged to have buiit slightly ahead of the supporting lodging and housing. The
demand forecast suggests that over time the growth around the North Village and in
Mammoth will begin to reinforce the Village. In the meantime, there may be
opportunities for smaller additions of specialty retail that can stand alone withouta
critical mass of surrounding retail development. These stores would need to have a
destination draw and likely have high average ticket prices to counteract
Mammoth's seasonality.

Eating and Drinking - The survey of local businesses and interviews with local real
estate professionals suggest that Mammoth has a gap in restaurants between the fast
food and lower priced dining categories and the high end fine dining restaurants.
With the demand shown by the forecasts and this existing opportunity, there is the
potential to attract a limited number of restaurants to fill this gap. A destination
restaurant unique in the Mammoth Market, perhaps with good ethnic food, could be
successful in the next 10 years.

46
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V. MAMMOTH CROSSING RETAIL POTENTIALS

This chapter addresses the retail/ commercial development potentials and opportunities
for the Maminoth Crossing project. First, an estimate is made of the level of retail that is
supported by development in the North Village to gauge the balance of supply and
demand. Next, based on this analysis and the preceding Town-wide analysis,
recommendations are made for the Mammoth Crossing site.

Resort oriented retail development has very different tenant characteristics compared to
community retail. Rather than relying on the traditional anchor-ancillary tenant
synergies (e.g., a grocer, bank, dry cleaner, and other services/stores locating together),
resort retail often relies on the synergy created by a sufficient critical mass of stores
catering to the visitor population. This is the development model followed by Intrawest
in their village concepts, and is also similar to the modern lifestyle retail centers,
becoming more common in urban/suburban locations. A resort setting generally
requires a minimum of 60,000 to 100,000 square feet of contiguous pedestrian oriented
space to be successful, Therefore, this concept also requires that there be minimum
thresholds of demand to support substantial new retail development in a Main Street or
resort/ village style. Piecemeal development of small parcels and individual projects is
less likely to be successful or financially feasible.

NORTH VILLAGE RETAIL DEMAND

The visitation generated by the development of the North Village is forecasted in
Table 28. Intrawest representatives have indicated that the Village achieves
approximately 45 percent annual occupancy, which is higher than the town-wide
average of approximately 38 percent. It is assumed that the new higher end lodging
planned in the Village would achieve similar occupancies.

Table 29 shows estimated daily expenditures for visitors staying in the North Village.
Since the new lodging is targeting a higher end luxury market, it can be expected that
daily expenditures will also be higher than the current town-wide averages. Using a 25
percent increase in daily expenditures, expenditure potential and net new retail demand
are calculated in Tables 29 and 30.
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Table 28
North Village Visitor Forecast, 2008-2020
Mammoth Crossing Market Analysis

Manmmoth Crossing Market Analysis
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Description Factors 20086 2010 2015 2020

Overnight Visitor Days
Total Units 349 851 1.810 2,044
Overnight Rentals 80% 279 761 1,448 1,835
Persons per Unit 3.18 3.18 3.18 3.18
Overnight Visitor Days 45% Qccupancy 145,978 397,781 757,080 854,957

Second Home Visitor Days
Total Units 20% 70 190 362 408
Persons per Unit 318 3148 3.8 318
Second Home Visitor Days 19% Occupancy 15409 41,988 79814 90,245

Source: Econormic & Planning Systems

HAVEERT-Mammoth Viage Market Stodvodels 18885 Seenarios_4.23 sisjlcey

Table 29

North Village Visitor Expenditures

Mammoth Crossing Market Analysis

$ per Day
Town-Wide NorthVig. N Vig.
Description Avg. Estimate Capture 2008 2010 2015 2020
+25%

Overnight Visitor Expenditures {$000s)
Visitor Days 148,978 397,781 757080 854,857
Convenience Goods F14d 315 5% $1,113 33,632 85,773 36,519
General Merchandise - - - 8] G ¢ 0
Shoppers Goods 315 17 BEY% 1,566 4,266 8,120 9,169
Dirvirg Out 316 817 £5% 1.637 4 460 848G 9,586
Bldg. Mat. & Garden -— - 4] g g g
Total Expenditures 345 $49 $4.315  $11,758  §$22.381  $25.278

Second Home Visitor Expenditures ($000s)
Visitor Days 15,409 44,888 79814 90,245
Convenience Goods 316 1+ 5% 84 $228 $434 $480
General Merchandise o - - g ] a G
Shoppers Goods 7 it 65% B2 223 425 479
Dining Out 3 34 5% 34 108 it 231
Bidg. Mzt & Garden - - - G ¥] [ 2]
Total Expenditures $19 $25 $205 $559 $1,063 1,201

Totat Expenditures ($000s)
Corvendence Goods 1,187 $3.281 $6.207 $7.609
Generat Merchandise 4] o 4] &)
Shoppers Goods 1,647 4,488 544 2,648
Uining Out 1678 4 5688 5,684 8 817
Bidg. Mat & Garden g g 9 4]
Total Expenditures $4.521  $12,318  $23445  $28.476

Note Totsls as displayad seflect soreagshent reurnding,
Source: Economic & P

B RS Mammh Vilige M

soemasion_425 sieEspend

49



Mammoth Crossing Market Analysis
Final Report
April 24, 2007

As shown in Table 30, the existing 349 units in the North Village support approximately
15,000 square feet of retail space (third column, 2006). The existing retail development is
58,000 square feet, which means that the retail component of the Village relies on
significant inflow from the rest of Mammoth Lakes and that the existing bed base in the
North Village is not sufficient to support the existing retail on its own. However, as the
Village builds out over the next 15 years, the demand created by the increase in
visitation supports approximately 74,000 square feet of retail space (far right column,
total). This indicates that business conditions in the Village are likely to improve over
time as the Village and surrounding area grow. The amount of retail space in the Village
is in scale with the overall development potential of the North Village over the next 10 to
15 years. The 74,000 square feet of demand is an increase of only 16,000 square feet over
the existing 58,000, which suggests that the opportunities from more retail growth in the
North Village are fairly limited especially if they are not directly contiguous to the
existing North Village.
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MAMMOTH CROSSING RECOMMENDATIONS

The retail development recommendations for the Mammoth Crossing project are based
on the Town-wide and North Village retail analyses, current retail conditions, site
opportunities and constraints, and individual retail tenant characteristics and trade area
requirements. The recommendations provide a framework for site planning and
targeted marketing efforts to attract viable retail tenants.

While Mammoth Crossing is part of the North Village and is within a % mile walking
distance of the Village, the site is not contiguous to existing retail development.
Furthermore, the topography, development pattern, and street layouts add a perception
of distance and separation. Therefore, it will be challenging to create synergy between
the two areas of the NVSP. Site planning at Mammoth Crossing should therefore place
high importance on pedestrian connectivity and signage to link the two ends of the
North Village between Lake Mary Road and Hillside Drive. Because of the site
challenges and separation from the Village, retail uses at Mammoth Crossing will have
to be able to create their own draw.

The Mammoth Crossing sites have strong locational attributes of their own independent
from the existing Village development. Sites One and Two front the intersection of
Minaret and Lake Mary Drive, therefore they are gateway parcels to the existing and
future development planned in the North Village. They also have excellent access to
traffic on both arterials and can therefore attract auto and community oriented uses to
the extent that parking and circulation can be accommodated. The site sizes, however,
are a constraint and will provide only a limited area for retail development.

The Mammoth Crossing sites are therefore best suited to destination retail draws that
can generate their own traffic and business and that can serve both a community and
visitor custorner base. If successful destination businesses can be located on these

parcels, they can also serve as an anchor to the specialty retailers in the Village core only
a short distance away.

ANCHOR USES

Securing one or two anchor users would help to establish the Mammoth Crossing site
and provide a sense of activity, which in turn would help support other retail uses on

site. The best opportunities for anchor uses are a specialty or natural foods grocer and
destination restaurants,

Specialty Grocer

A second supermarket is not expected to be developed in Mammoth for five to ten YEars.
However, a smaller specialty foods market could complement the existing full service
supermarket with a more specialized line of products including natural foods, prepared
foods, deli items, and a full wine and cheese selection, This store category is growing
rapidly and includes both national chains and independent local businesses.
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Mammoth Crossing location is ideal because it can serve the larger permanent and
visitor population with good auto access while also serving a large pedestrian visitor
population within walking distance in the North Village area.

This market could be in the 7,500 to 15,000 square foot range including a beer, wine, and
liquor section. The existing General Store in the Village at 2,583 square feet is too small
to carry the desired range of goods and achieve operational efficiencies and sales
volumes. The site plan should also anticipate accommodating easily accessible short-
term and street parking for customers, a problem that has been identified at the Village.

The Dean and Del.uca chain is a national example of this type of store on the high end
of the market. Trader Joe's is a California based national chain with extensive stores in
the region. Another regional example is Qakville Grocers based in Napa, which has four
stores in Napa and the Bay Area with typical sizes at 10,000 square feet or less. High
quality meat and seafood markets can also be successful in resort settings.

Because Mammoth is an untested market for specialty markets, Mammoth Crossing may
need to attract and even subsidize an independent store. The new 14,000 square foot
Market at Mountain Village in Mountain Village, Colorado (Telluride) was provided a
percentage rent-only lease by the developer to allow it to get up to operating levels. It
has been very successful since opening,.

Destination Restaurants

Another anchor opportunity is to attract a destination restaurant. The Mammoth Crossing
sites would be excellent locations for larger mainstream restaurants with appeal to both
the visitor and local populations, There is an identified gap in the market between fast
food and “bar food” on the low end and upscale high end tourist oriented restaurants.

This market niche is mid-upper market sit-down restaurants with broad appeal, but
with reasonable prices for local residents and tourist families. Some of the “lifestyle
restaurant” chains such as PF Chang’s, Il Fornaio, McCormick and Schmidt's, California
Pizza Kitchen, and Ted’s Montana Grille would fit this niche. Intrawest pursued P.F.
Chang's, a national Asian fusion restaurant chain, for the Village. Ethnic cuisine other
than Mexican is also a market gap. Asian (fusion), Indian, and Middle East fare is
popular in many markets. With the close ties between Mammoth and Los Angeles
visitors, a regional southern California chain could potentially be attracted to locate in
Mammoth and would require 5,000 to 10,000 square feet of space.

Cther Potential Anchors

While more difficult to attract, the potential for other junior anchors such as a bookstore
{¢.g., Barnes & Noble or Borders}) should be investigated. Although tvpically found in
larger urban/suburban retail projects, they have built individual stores in some smaller
markets. Another potential opportunity could be a home furnishings store that is
ortented o the second home market.
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ANCILLARY RETAIL SPACE

The use of the proposed ancillary retail space will be a function of any anchor signings.
Lacking a major tenant, it will be difficult to market 12,000 to 15,000 square feet of small
store space, as is shown on the preliminary site plan. Other retail uses at Mammoth
Crossing would need to be able to stand on their own without the synergy of a larger
retail district. This considerably narrows the pool of potential users. Niche specialty
resort brand retailers such as Oakley, Patagonia, and Quicksilver can create a destination
draw, but require a larger trade area than Mammoth Lakes. For example, Qakley has 65
stores worldwide, almost all of which are in regional mall locations. Patagonia has 22
stores worldwide, primarily in major urban centers such as Seattle, Denver, and Boston.

A smaller retail user that could stand on its own may be a low volume, high priced
store, such as a high end fur, jewelry store, salon or spa, or a gallery that creates its own
draw. Such stores are fairly small, ranging from less than 1,000 to 2,500 square feet,

RETAIL DEVELOPMENT PROGRAM

The total recommended retail development program for Mammoth Crassing is 30,000
to 40,000 square feet of space. This would be enough to accommodate a mid-size
destination restaurant, a specialty foods market, and a limited amount of small store
and services space.

Since retail at Mammoth Crossing will rely heavily on population and visitors outside
the North Village, it will be important to orient the retail on the site so that it is easily
accessible by cars. Adequate street parking and onsite short-term parking will be
needed. The retail should also be oriented to the street for maximum visibility and
accessibility. While the European style courtyard or village center model is appealing
from a design and placemaking perspective, it requires a larger critical mass of retail
space and visitor traffic than the Mammoth Crossing project can provide on its own.



