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Introduction:

Faced with uncertain funding and no clear unified long-range plan for a tourism based
economy, The Sun Valley Marketing Alliance aka Visit Sun Valley engaged Ralf
Garrison’s Advisory Group to create a fact-based set of research, then offer
recommendations regarding both funding and tourism organizational infrastructure.

In addition to several specific organizational and funding recommendations, The
Report also revealed new information that suggested both immediate and longer-
term “ opportunities” for both the Sun Valley Resort Area and broader Wood River
Valley economy, particularly for those businesses and residents who are reliant on
the local economy for their financial well being and the accompanying quality of life,
enjoyed by those who can afford it.

Moreover, a question has been raised but not answered as to who is responsible for
the economic well-being of the Valley’s citizens.

Mindful that the democratic process works best when both voting citizens and
elected officials are properly informed, the VSV Board partnered with Sun Valley
Economic Development (SVED), inviting Garrison to present his findings to various
private sector associations and public sector organizations.

This document is an abbreviated synopsis of presentations given to on April 10t and
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11, 2019.
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Assessment: Tourism Economy
Situation: Mountain Travel Industry

1. Economy
2. Climate:

3. Generational Shift: Aging Out

4. Consolidation: A Changing Business Model

While beyond the scope of this document there are several significant “forces at
play” in the broader economic marketplace that impact the mountain resort
community and warrant short-term recognition and long-term strategic assessment.

1. Economy: Since the start of the great recession (2007/08), the US economy has
been recovering slowly and consistently for more than 10 years, but markets are
historically cyclical and a downturn is inevitable, and history shows that the last
recession was.... uncomfortable.

2. Climate: Rapid climate change, is no longer hypothetical, and already significantly
impacting the ski industry and mountain economy. As one of the lowest mountain
resort (elevation) in the comp set, Sun Valley will likely be impacted sooner.

3. Generational Shift: The Baby Boomers who fielded growth of the ski industry
over these past several decades are now “aging out” and leaving ski sport faster than
new skiers are being attracted. Sun Valley’s skier population, and that of its second
home owners, are significantly older than that of the average mountain resort
industries, and a younger skier/winter population is similarly under represented.

4. Consolidation: The consolidation of mountain resort networks originally led by
Vail Resorts and their Epic Pass network, has more recently been joined by Alterra
and their lkon Pass network, the result of which has changed the competitive
landscape and the business model under which mountain resort economy is valued
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by capital markets. Sun Valley Resort, having just announced its joining the Vail Epic
Pass (as an affiliated partner) is a newcomer and faces immediate challenges and
opportunities, the results of which will likely impact all tourism dependent businesses
proportionately through their participation.
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PROCESS: “Fact-based” Researc d Analytics

Industry Wide Data Sun Valley Specific FactBase

Sun Valley Area: Research Fact Base:

Destination/Lodging DestiMetrics

Work In Progress
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This document is a Draft, work-in-progress, including partial data, neither complete nor fully vetted, but with
“reasonable efforts” toward a result believed to contextually valid for the decisions at hand.

Information herein is often from 3 party sources thought to be accurate but not independently verified

Left: Industry Wide Comparable Destinations: Industry wide travel
metrics provided by DestiMetrics and include Sun Valley (orange) and the
“comp” set of comparative destinations (yellow).

Right: Sun Valley Specific Fact-Base: A Sun Valley specific Fact-Base is
being assembled as described above with assistance and cooperation as
noted. Note: Work In Progress.
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Comparison: Sun Valley Summer 2018 vs Mtn Resort 4
“Comp” Set

e Sun Valley Area summer destination business is
comparable to other destinations... jmwmoncommt et s s
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Left: Regional Breakdown Summer 2018: A comparative analysis of
summer business (May-October) shows the Sun Valley Resort community is
generally on par with the destination mountain resort comp set,
accomplishing similar occupancy (45% average) and higher rates
(5262/night), than other comparative destinations.

Right: Sun Valley Lodging Occupancy Summer 2018: The bar chart of the
right shows Sun Valley summer occupancy (red bar) compared to other
comparable resorts and demonstrates performance generally on par (blue
average line) with others.
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Sun Valley Summer 2018 Occupancy and Target Strike Zone

Sun Valley Summer vs Mountain Sun Valley Target Occupancy
Resort Industry Comparison “Strike Zone”

Left: Sun Valley vs “Industry” Occupancy Summer 2018: A graphic representation
of daily lodging occupancy (May-October) shows that Sun Valley Resort (red line)
tracks similarly to the “Industry” comp set (blue line) through much of the year and
demonstrates higher peak season weekends than others in July, August and
October.

Right: Sun Valley Target Occupancy “Strike Zone”: The “Strike Zone” is an
illustrative metaphor intended to a “best case” approach to responsible tourism for
destination tourism marketing efforts where:

* Anupper threshold (85% hypothetical ceiling) illustrates the
comfortable capacity of the resort area above which further marketing
sales promotion is not recommended to minimize a crowded and
diminished vacation experience.

* Alower threshold (35% hypothetical floor) describes low seasons where
customer demand is to low to provide for a reasonable return on
sales/promotional investment. (Think “Slack” season).

Report results shows Sun Valley summer business is reasonably positioned within
the “Strike Zone” and has numerous upside opportunities to grow
business/revenue without exceeding the resorts theoretical (comfortable capacity).
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Sun Valley Winter 2018-19 vs Mtn Resort “Comp” Set

* Sun Valley Area winter destination business lags other
destinations in both lodging Rate and Occupancy.

Regional Breakdown INNTERIA
Winter Review 2018-19 DestiMetrics
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Left: Regional Breakdown Winter 2018-19: Winter destination tourism
(November-April) and analysis of winter business (November-April) shows
the Sun Valley Resort community is significantly less than the destination
mountain resort comp set, lower occupancy (35.9% vs 50.5%) and lower
rates ($257/night vs $412/night), than other comparative destinations.

Right: Sun Valley Lodging Occupancy Winter 2018-19: This bar chart
shows Sun Valley winter occupancy (red) compared to other comparable
resorts, and reveals significant underperformance vs the average (blue line)
comparatively. Note: relatively good early winter occupancies in October
and November are thought to be related to Sun Valley Resort Conference
Business.
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Sun Valley Winter 18/19 Occupancy and Target Strike Zone

Sun Valley Winter Daily Lodging Sun Valley Lodging Occupancy
Occupancy vs the Industry Target: Winter “Strike Zone”

Sun Valley vs “Industry” Occupancy Winter 18/19 Sun Valley vs “Industry” Occupancy Winter 18/19

“Strike Zone”

‘ ; M
/ i »‘,\u A ST

Left: Sun Valley Winter 18/19 Daily Lodging Occupancy: Sun Valley’s
winter daily occupancy (red line) significantly lags that of the industry comp
set (blue line) particularly in the relative high seasons of December,
January, February and March, but is more comparable in the low/shoulder
seasons of early November and April.

Right: Sun Valley Lodging Occupancy Target Winter 18/19 “Strike Zone”:
Comparing Sun Valley’s daily occupancy against the “Strike Zone” of low
and comfortable capacity thresholds:
* Sun Valley exceeds the comfortable capacity thresholds on 5
days during the 18/19 winter season.
* Falls below the minimum thresholds during much of
November/early December, and April.
*  With 35% (average) winter occupancy Sun Valley significantly
under performs other comp set destinations and has a
significant amount of under utilized capacity virtually all winter
long.

This is thought to represent a significant opportunity for the Sun Valley
community, its tourism dependent businesses and equally dependent
residents.
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Bed Base and Taxable Lodging Income

Sun Valley Resort Area has less transient lodging and
generates significantly less taxable lodging revenue as a result

Sun Valley Bed Base: Comparison to Comp Set s Sun Valley Taxable Income: VS “Comp” Set
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Left: Sun Valley Bed Base: Compared to other comp set destinations
(inscribed anonymously for confidentiality purposes), Sun Valley’s transient

bed base is significantly smaller than all but one of the other comp set

destinations.

Right: Sun Valley Taxable Income vs Comp Set: The combination of smaller

bed base, lower rates, and lower occupancy results in significantly less
taxable revenue for the Sun Valley resort area (Sun Valley, Ketchum and

Hailey) than all other comp set destinations.
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Sun Valley vs Industry: Taxable Lodging Sales Comparison 9
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A graphical illustration of taxable lodging revenue in 2006/07-2017/18
shows that the Sun Valley resort area (red line) has been amongst the
lowest of taxable lodging revenue, but has grown somewhat more rapidly
in the past several years.
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lllustration: Fixed/Variable Costs vs Profitability

Mole Hill Mountain
Fixed & Variable Costs

mm Fixed Costs Variable costs ——Occupancy
100% |
$30

«
N
b

|
I
|
I
|
I
I
|
I $20
l‘
!
1
|
I
|

Resort wide Occupancy

w
’
o]

Resort Wide Revenue (millions)

$5

$0

"""" LOSS- -~ - -~~~ Margin - - - - - - - - - Profit--- - - - - - - - Growth-- -

The graphical illustration demonstrates a classic challenge found in many
seasonal tourism destinations where ski companies, lodging properties,
restaurants, and retail businesses have:
* High fixed costs (dark green)
* Scaling variable costs (light green)
* Require a significant amount of resort occupancy/related revenue
in order to cover their costs and generate a profit.

While the data is extrapolated from other similar destinations, it illustrates
an important challenge for viable business operations in seasonal mountain
resort communities like Sun Valley, and will be further illustrated in the
subsequent slide(s).
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Sun Valley Winter 18/19: Business Costs vs Revenue Model

Sun Valley Resort Area Winter Occupancy Level are significantly lower than Comp Set Destinations

Historic

100% .

Expansion = 19 days
90%
80%

70% O = = = ==

60%
Profit = 44 days
50%
vartanlechith)
30% Be=

20%
Fixed COSts
10%

8102/v2/1

Thanksgiving Xmas = Tues Easter = 4/21

Source: DestiMetrics

The Fixed/Variable Cost vs Revenue model from the previous slide is being
applied to Sun Valley area winter 18/19 lodging occupancy in this graphic
[llustration

With less than at 40% average winter occupancy, Wood River Valley
businesses appear to be operating at levels below their costs of operation
and just marginally profitable during some of the winter, and only
marginally profitable during much of the balance of the Winter season.

An economically viable business community is essential to the jobs and
wages upon which the local citizens and work force are dependent for
sustainable economic viability during much of the Winter.

Note: This illustrative example uses aggregated data from other
destinations attributed to “Mole Hill Mountain”. Further, Sun Valley specific
data will be required to apply this model theory to the Sun Valley resort
areas tourism dependent businesses.
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Opportunities for Responsible Winter Tourism / Sustainable Lifestyle Economics 72

Targets of Opportunity: Fill “ Valleys” / Cap “ Peaks”
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This illustration combines the results of several previous data sets to
demonstrate significant targets of opportunity (yellow) if Sun Valley’s daily
occupancy (red line) were to grow to that of the industry comp set (blue
line).

Adopting the “ Strike Zone” of responsible tourism sets a hypothetical
ceiling at 85% resort-wide occupancy (in this illustration), in high season
periods, and a floor at 35%, in low demand seasons.

The bright yellow Specific Targets, illustrates how Sun Valley’s occupancy
would look, if it achieved the average of other similar destinations. The
result could cover both fixed and variable costs of many of the resort areas
tourism dependent businesses, and generate profitability during much of
the season.

CONCLUSION: Significantly more winter business (as illustrated here) would
likely result in profitable businesses and likely flow through to more jobs,
higher wages, and “economic rising tide” to the benefit of all Wood River
Valley citizens who are otherwise economically dependent upon the local
economy.
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"Sun Valley Resort is excited to participate in the Epic Pass
starting next season," stated Tim Silva, Sun Valley Resort's
Vice President and General Manager. "Sun Valley is one of
the premier ski destinations in the country, and we
welcome Epic Pass holders to our resort. This will offer a
significant benefit to Epic Pass holders, Sun Valley and
Snowbasin season pass holders, and our resort
communities.” News provided by Vail Resorts

The recent announcement that Sun Valley has joined the Epic Pass program
is likely strategic, based on the experience of other destination resort
communities, and represents both potential challenges and opportunities
vis a vis Sun Valley’s market share versus its new “cousins” in the Epic Pass
family.

4/23/2019
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Consolidation
Epic vs Ikon
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MOST-ALL target destinations are part of multi-destination season pass
affinity programs.

MOST other target destinations enjoy more aggressive ski company
marketing than Sun Valley.

Destination Multi Resort Pass
Sun Valley n/a
Aspen Snowmass lkon

Crested Butte Epic
Jackson Hole lkon

Mammoth lkon
Steamboat lkon
Telluride Epic

Vail Epic

4/23/2019
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Snow Equity: Opportunity for 2019-20?

About Snow Equity: Near record snowfall in much of the West has
provided a great winter vacation experience in the 18/19 season and
positive momentum i.e. “snow equity” going into 19/20.

“Snow equity” also sometimes referred to a “snow echo” or “snow
hangover” is well establish based on historical evidence, but has rarely
been as dramatic as the current opportunity suggests.

The positive Snow Equity from 18/19, brings a unique opportunity to
collaborate on a proactive campaign for winter 19/20.




Visit Sun Valley/Sun Valley Economic Development 4/23/2019
2019 Tourism Economy Presentation Synopsis Page 16

Now What?

While the research fact-base and foundation for proper strategic planning has only begun in
recent months, the emerging picture of the “Situation” brings into focus some interesting
questions about the economic sustainability of the quality of life in the Wood River Valley
for the businesses, citizens and work force who are not financially independent on the local
economy.

It also begs the question as to the role of the public sector and various business/tourism
associations regarding their responsibility to take a lead role and the related, organizational
structure and funding to do so.

Any significant change in the current status quo will likely be in direct proportion to the
active engagement of those of you are most impacted and your ability to work
collaboratively toward the common greater good.

Rut, i o

The cumulative results of the data presented here suggests that Wood River Valley
residents will be hard pressed to maintain a long-term economic viability and quality of
life unless/until a sustainable year round economy can be established.

Based on information collected to date, stable, balanced year round tourism
represents the only viable solution to a sustainable economy and the data shows
significant opportunities from filling low season “valleys” particularly (but not
exclusively) in winter. Moreover, while some resort communities are approaching
capacity constraints, Sun Valley appears to have significant under utilized capacity in all
but the busiest of high seasons, and is in no immediate risk of “over tourism” (as is
apparently widely believed locally, but not supported by the data).

As a result it is recommended that Sun Valley’s business community, associations and
public sector representatives:

* Short-term work together to establish a solid, reliable, consistent tourism funding
base that at least matches historical levels and scales proportionate to tax receipts
going forward.

* For Winter 19/20: Work collaboratively to implement a 2019/20 winter
sales/promotion campaign taking advantage of the Epic opportunity, snow equity,
and significant under utilized capacity to fill low season winter valleys as further
described by the “strike zone” metaphor.

* Medium-term: Collaboration among the communities tourism dependent
businesses and related associations to create a strong, consistent voice in favor of
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supporting a tourism based economy as the primary means of establishing
economic viability.

* Build a long-term strategic plan for the Wood River Valley’s economic well being
that clearly establishes who is responsible for the citizens economic well being, and
identifies the organizational structure and related resources required for a 3-5 year
initiative to establish year round economic viability thru responsible tourism
growth, management and mitigation.

16




