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Artist Rendering of Central Village Area of Prototypical Project

This volume of the due diligence analysis (“Volume II XE "Volume II"  provides information relative to the Consultant’s Field Investigation of the San Antonio, TX MSA with respect to the possible factors that may impact the various attributes of the prototypical Bella Vita project development program.

As the term implies, the Field Investigation is a review by the Consultant’s personnel of conditions observed within the San Antonio, Texas Metropolitan Statistical Area (MSA) relative to their possible direct, indirect and/or induced influence on the execution of the Owner’s Program.  Specifically, the purpose of the Field Investigation is to provide a basis for developing a project profile in terms of the following elements:

· The amounts and types of sustainable construction with respect to the San Antonio, TX MSA’s (the “Subject Area XE "Subject Area" ”) ability to timely absorb such construction without exposing the Owner’s Program to significant market risk; and,

· The physical features, amenities and service requirements of end-user cohorts within the Subject Area that should be addressed by the Owner’s Program and included within the overall development program; and,

· The pricing schemes, price points, absorption rates, lease-up rates and penetration rates that should be addressed by the Owner’s Program and quantified within the overall Owner’s Program Schedule and Business Plan of Operations; and,

· The cost of operations essentially similar to the various project element operations to be undertaken within the context of the Owner’s Program, the Owner’s Program Schedule and the Business Plan of Operations.

Finally, the data is then used to reinterpret the findings of the Initial Demographics Demand Analysis, so that conclusions may be drawn relative to the overall Market Feasibility Analysis.

In addition to the information set forth in this Volume, the Due Diligence Analysis provides other reports and information developed by Rainmaker Marketing Corporation (the “Consultant”) and incorporated herein in their entirety by reference.  These reports include the following:

· Volume I – Overview of the Due Diligence Analysis Program & Market Feasibility Analysis & Report; and,

· Volume II – Market Feasibility Analysis Field Investigation & Final Conclusions; and,

· Volume III – Appendix to Market Feasibility Analysis & Report; and,

·  Volume IV – Owner’s Program Outline – “Design, Development & Construction”; and,

· Volume V – Strategic Business Plan – “Corporate Operations & Marketing”; and,

·  Volume VI – Pro Forma Financial Analysis – “The Stabilized Operating Analysis”; and,

·  Volume VII – Pro Forma Financial Analysis – “The Capitalization & Development Analysis”, and,

·  Volume VIII – Pro Forma Financial Analysis – “The Consolidated Analysis”; and,

· Volume IX – Rule 506 Exemption, Regulation D Private Placement Offering Memorandum
.

·  Volume X – Business Plan of Operations – “Initial Phase Development Program Project Elements”; and,

· Volume XI – Executive Summary of Capitalization Plan Submittal.

In all, these reference volumes provide additional detail and discussion of all of the various elements of the Owner’s Program in approximately 2,000 or more pages that may be accessed by interested third parties by obtaining permission from Interactive Living Resorts, LLC. and Rainmaker Marketing Corporation.
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Artist Rendering of Bella Vita Central Business District

This chapter provides an overview of the Field Investigation in terms of data sources contacted, data received and the steps involved in subsequent chapters with respect to the processing and analysis of the data gleaned.

The Client

The production of this Due Diligence Analysis was ordered by Interactive Living Resorts, LLC (the “Client” or the “Company”).  The Client is a newly organized Texas Limited Liability Company formed to undertake the Bella Vita development program with respect to development management, asset management and the ongoing operations of the prototypical community.

The principal Managers of the Company are Messrs. Jeffrey T. Smith and Angus B. Davis, of San Antonio, TX.  The main telephone number of the Company is (21) 877-2112.

The Owner’s Program

Interactive Living Resorts, LLC is a company that seeks to start out as an asset management company, then diversify into a commercial real estate operating/property management company should conditions warrant.  The Company seeks to execute the Owner’s Program relative to capitalizing, developing, constructing, operating and marketing a series of real estate development programs and projects within a 1,500 to 2,000 acre master-planned community for active adults aged 45 and older, within five (5) selected Metropolitan Statistical Areas XE "Metropolitan Statistical Areas"  (MSA’s) of the continental United States.

Intrinsic to the Owner’s Program are the following major project concept initiatives that serve to create the synergy that will be the community of Bella Vita:

1. Resort Living Entry Fee Sales Program XE "Resort Living Sales Program" \i .  The Company will construct housing in a number of individual phases, within given reserve areas (sections) of the overall Bella Vita development in conjunction with a housing construction joint venture partner, for the purpose of providing a variety of different styles and types of living units for future residents under a Resort Fee Ownership Program type of marketing plan.  The Resort Living Sales Program may not necessarily require any significant capital contributions on the part of the Company or the Lender (beyond utility and road infrastructure development); but instead, will provide an immediate source of equity for the Company resulting from the profits on sale and continued ownership of the resulting living units by the Company; and,

2. Group Quarters Senior Housing Program XE "Group Quarters Senior Housing Program" \i .  The Company will develop, construct, finance, operate and market a series of upscale entry fee and rental senior housing programs that offer a unique approach to the provision of senior housing and related services within the San Antonio marketing area, in a total of three (3) separate low-density development phases for each of the three (3) overall development program phases of Bella Vita; and,

3. Health Campus Program XE "Health Campus Program" \i .  The Company will develop, finance, construct, operate and/or lease state-of-the-art medical facilities with a focus on emergent care and preventative medicine throughout the complete continuum of care within the Group Quarters/Senior Housing Program areas in support of the ongoing health care needs of Bella Vita residents; and,

4. Artist’s Colony & Artist’s Colony Village Center XE "Artist’s Colony & Artist’s Colony Village Center" \i .  The Company will develop, construct, finance, operate and market a themed artist village within the Bella Vita community that includes retail, dining, entertainment and a juried artist program to support and enhance the lifestyle of Bella Vita residents and enhance the appeal of Bella Vita to tourists.  This Project Element of the Owner’s Program will be undertaken on a joint venture basis with LEDO International; and,

5. Vineyard Program XE "Vineyard Program" \i .  The Company will develop and operate a working vineyard within the Bella Vita community that includes a tasting, bottling and tourism center on a joint venture basis with an established winery that includes the development of a private label series of wines bearing the Bella Vita Signature; and,

6. Resort & Sports/Recreation Amenities Program XE "Resort & Sports/Recreation Amenities Program" \i .  The Company will develop, finance, construct, operate and market a PGA and/or TPC approved golf course and sports/recreation amenities  (including the development of a 500 key hotel and conference center) offering a variety of sporting, recreational, and entertainment venues for residents of Bella Vita, San Antonio Area as a whole and convention/tour based business.  The Golf Course development program will be undertaken on a joint venture basis with a nationally recognized golf course development and operations company.

7. Cultural/Festival Arts Program XE "Cultural/Festival Arts Program" .  The Company intends to develop, finance, construct, operate and market an additional resort area that focuses on Mediterranean cultural celebrations within the context of a themed environment within the confirms of the property that offers attractions, retail merchandise outlets, food service outlets and related services on an ongoing basis for the benefit of residents of the property, tourists and other visitors.

The Client presently intends to develop the various project elements of the Owner’s Program on a phased basis.

The Subject Area

The Field Investigation Analysis was performed by Rainmaker Marketing Corporation specifically to address the historical, current and anticipated future market conditions of the San Antonio, Texas area (the “Subject Area”).  This investigation included the surrounding areas within the Subject Area’s Metropolitan Statistical Area, as the term is commonly defined and used by the U.S. Bureau of the Census.

The Subject Area encompasses the following counties:

· Bexar (pronounced “bear”); and,

· Comal; and,

· Guadalupe; and,

· Wilson.

The Subject Area has an adequately defined surface transportation system, making it easy to navigate.  Traffic analysis indicates the highest use routes are the major interstates with traffic flows of up to 135,000 vehicles per day reported.  Most routes however, report far smaller volumes indicating that surface transportation gridlock or congestion is not a significant factor in the Subject Area.  This condition tends to support the hypothesis that the surface traffic network will support a slightly larger primary marketing area geography for the Owner’s Program due to the lower overall volume of traffic on the network.

The following Airports serve the Subject Area:

· San Antonio International Airport (major airport), and,

· Comal County Airport (small county airport).

Current population forecasts tend to support this many airports for the geographical area (MSA level) and indicates the capacity for air travel service within the area is being satisfied.

The Subject Area also is home to the Seaworld complex, the San Antonio Spur’s Alamo Dome, the Six Flags Amusement Park, various community and state college campuses and other attractions and cultural centers.  These destination type attractions add to the overall appeal of the area in terms of off-site cultural, sporting and educational activity opportunities within the Subject Area and would have an indirect impact on the proposed Owner’s Program with respect to the Cultural/Festival Arts Program.

Exhibit 1: Map of Subject Area MSA Coverage - 60-Mile Height
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Historically, the area within which a senior housing facility has been able to effectively market has been limited to a driving area (or radius) of 25 to 30 minutes or less.  This area closely corresponds to the average drive time that is considered reasonable by most family members considering placement for an elder.  As the Owner’s Program includes a high-grade residential living program component in addition to the senior housing and resort components, this tends to increase the catchment area of the market.  This catchment area’s (called the “Primary Marketing Area”) boundaries are affected by the following factors:

1. Traffic Congestion.  The higher the volume of traffic (and corresponding congestion) within a given area, the more the Primary Marketing Area’s size tends to decrease.  The Owner’s Program will significantly add to traffic congestion; and,

2. Road Net.  The higher the capacity and degree of development with respect to the surface transportation system, the larger the area will tend to become due to access afforded by the road net.  Over the long-term, should the Owner’s Program be executed in its entirety, the stability and capacity of the road net will be an issue; and,

3. Competition.  The higher the number of competing facilities (maturity of market), the lower the geographical area will tend to be for a given facility program (conversely, the lower the penetration, the larger the area).  The rate structures and occupancies of competing facilities within the given area often provide evidence as to the depth of competition.  The unique attributes of the Owner’s Program tend to support the supposition that existing group housing facilities for seniors and residential communities will only have an indirect impact on the Owner’s Program, thus serving to increase the Primary Marketing Area of the Owner’s Program; and,

4. Cultural Barriers.  Cultural enclaves of certain minorities (most notable being Asian and Hispanic) are discounted due to the cultural taboo associated with placement of an elder as opposed to home care.  In the case of the Subject Area, there are significant numbers of Hispanic households.  These will be removed from the final analysis on a statistical basis.  This may tend to create an enclave of upper-end housing resources and programs requiring changes in the transportation system in order for the Owner’s Program to retain ready access to the labor pool of the Subject Area; and,

5. Regulatory Barriers.  Regulatory considerations may tend to change the market for a given facility type one way or another.  For the purposes of this Memorandum, the ability of the Client to attract prospects based upon reimbursement from state or federal resources is not considered.  Furthermore, the Consultant assumes regulatory conditions will not be a significant impediment to developing and operating the Project over the Forecast Period (limitation of scope precluded an in-depth legislative review of the regulatory policy of the State of Texas).

Site Selection Criteria

The previous analysis provides an excellent basis by which the area of location may be extrapolated.  In turn, these tools can be used to determine the probable site locations for the Project based upon known traffic counts of major thoroughfares in order to maximize exposure while maintaining a high degree of “residential feel” as opposed to blatant commercialism.

The “matching” criteria to be used for site selection includes:

· Traffic Counts.  This is a fine balancing act.  It is imperative that the maximum possible exposure to drive-by traffic is accommodated, but this must be balanced against maintaining a residential character for the marketing program.  The main entrance to the community’s anticipated Cultural/Festival Area should provide traffic counts in excess of 50,000 vehicles per day.

· Neighborhood Character.  The Owner’s Program will benefit strongly from an area that has established higher-end communities within the surrounding area.

· Access.  The Project site should be located within an 8-minute to 10-minute distance of area hospitals, primary care providers, a regional shopping center and places of worship.  The Project site should also be located within a 15-minute drive of a major airport.

Analyzing the map presentation of the Subject Area indicates the Project’s site should be located within the geographical area defined by the following:

1. The northern boundary are should be the Sonterra subdivision area; and,

2. The southern boundary should be the Medical Center area; and,

3. The western boundary should be 1604 West; and,

4. The eastern boundary should be 1604 East.

Data Resources

Chapter II discusses the data resources of the Field Investigation process in terms of the entities contacted, data provided and analysis of the data provided by the following resources:

· Greater San Antonio Chamber of Commerce

· Greater New Braunfels Chamber of Commerce

· Seguin Chamber of Commerce

· City of San Antonio

· City of Seguin

· City of San Antonio Water System

· Bexar Appraisal District

· San Antonio Economic Development Department

· San Antonio Business Assistance Focus Center

· San Antonio Economic Development Foundation, Inc.

· Building Inspections Department, City of San Antonio

· U.S. Department of Housing & Urban Development

· U.S. Small Business Administration

The Consultant believes the diverse group of data resources above provides a strong basis for developing analyses and conclusions that are supportable in terms of the current and probable future impact of the Subject Area’s local market on the Owner’s Program and vise versa.

The Field Investigation Process

The process used in the preparation of the Field Investigation Report was a four (4) phase process.  This process included the following key steps:

· Initial Contact.  Initial contacts were made to the various agencies as a result of telephone listings and keyword searches performed on the Internet using multiple search engines
 to build the database of contacts to be made.

· Field Contact.  Initial contacts wee interviewed in the Subject Area and data was collected for further analysis and interpretation.

· Data Analysis.  Data received through the first two (2) phases was collated, analyzed and relevant statistical information and databases were then developed.

· Report Drafting.  The final phase was the drafting of this report, editing and reporting of relevant data points, from which, the reader may draw conclusions relative to the impact of local market conditions on the Owner’s Program.

Summary of Conclusions Relative to Consultant’s Field Investigation

For the convenience of the reader, the following sub-sections provide a summary of the conclusions of the Field Investigation, as these findings may pertain to the proposed Owner’s Program.  These conclusions include summary findings for:

· Single-family housing construction and absorption.

· Multi-family housing construction and absorption.

· Group Quarters senior housing construction and absorption.

· Commercial development, construction and absorption.

Chapter III of this Volume II provides a more comprehensive discussion of the findings, conclusions and recommendations relevant to the Owner’s Program as a result of the Field Investigation and the Market Feasibility Analysis & Report, in general.

Residential Housing- Single-Family & Multi-Family

The Subject Area exhibits indications of strong support for the development, construction and sale of single-family housing.  Despite the stronger than typical features and amenities set forth for development in the Owner’s Program, the Owner’s Program should consider a conservative absorption rate of approximately six (6) to eight (8) sales per month.  Price support remains moderate, with existing housing unit median sales price fluctuating between $60 and $63 per square foot, indicating the price loss-leader unit should be priced around $105,000 for a 1,350 to 1,500 square foot unit.

The Subject Area’s condominium/multifamily sales market appears to be a case of mixed signals.  Unit absorption rates are anticipated to be in the three (3) unit to five (5) unit per month range.  Pricing should be more aggressive in this market, as the housing stock appears limited, though competition appearing starting in the mid-term is expected as the Owner’s Program rolls out.

Group Housing – Seniors

The Consultant’s investigation of the Subject Area did not find any directly competitive programs, to the Owner’s Program.  While most existing communities will offer some level of indirect competition, the lack of amenities (physical) and additional services in existing communities places these communities at a severe disadvantage to the proposed Owner’s Program.  The community outreach program component of the Owner’s Program may result in additional in-fill for the Owner’s Program due to migration from the existing base of senior housing communities.

Pricing may be in the upper quartile and absorption should be anticipated to be approximately six (6) to eight (8) units per month for a properly managed and executed program.

Commercial Construction & Absorption

The Primary Marketing Area (the North Central sub-market) shows only modest support, with the vacancy rate now exceeding 11%, while rent support remains strong at approximately $20.17 per square foot for newly constructed space.  This indicates the Initial Phase Development Program should not include the anticipated grocery-anchored community center, but should consider the development target date to be within the follow-on phase of development.

The current market for office space was found to provide an assignable basis of approximately $17.82 to $21.05 per square foot for the medical office complex (Cooper Clinic building) and the offices located on the property for the Company.

Hospitality

The property is anticipated to attract between 577,000 and 800,000 visitors per annum based upon an assumed penetration rate range of 7.5% to 9.5% over the Forecast Period of the current and anticipated pool of total visitors per annum to the Subject Area.

Support for 500 keys (resort hotel) was demonstrated as a direct function of park visitors, only.  No computation was made regarding other business, leisure or convention travelers.  Pricing for the hotel should be locked-in closer to the date of introduction in the market, but a conservative analysis would indicate a loss leader rate of $99.00 per night would be acceptable in this market, with an upper range of approximately $275 to $300 per night.  

Chapter II –Data Collection & Analysis
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Artist Rendering of Galleria Area of the Prototypical Project

This Chapter II provides a discussion and presentation of the data collection process and the analysis process applied to the data as it relates to the Owner’s Program.

Data Collection

The Field Investigation phase of the Market Feasibility Analysis is intended to provide local market data that may impact the proposed Owner’s Program with respect to the following issues:

1. Absorption – the market’s historical ability to absorb newly construed businesses and/or residences and support these initiatives on an ongoing basis; and,

2. Pricing – the market’s current pricing schemes, price points and costs relative to input units and output units of various types; and,

3. Competitive Requirements – the current preferences of consumers and/or end-users of output units of various types in terms of physical features, amenities and/or services programs that may require the Owner’s Program to be revised and/or adapted to accommodate local economy preferences.

Data collected in the course of the Field Investigation is used to determine these issues to the highest reasonable degree possible.

Areas Investigated

The Initial Demographics Analysis hypothesized that the Owner’s Program would best be accommodated by a location in the north central area of San Antonio, north of FM 1604.  Accordingly, the northern hemisphere of the Subject Area (the “Primary Marketing Area XE "Primary Marketing Area" ”) became the geographical basis for investigation and data collection efforts where possible, and the overall Subject Area where it was not possible to determine the impact within the Primary Marketing Area.

Collection Sources & Resources

The Consultant’s Field Team contacted and interviewed the following resources:

· Greater San Antonio Chamber of Commerce – provided general economic data relative to the overall Subject Area economy, as well as specific data with respect to the following areas of examination:

· Residential Housing Starts – including single-family and multifamily current and past year housing market performance statistics that could be used in building a deterministic model of probable future housing market performance.

· Commercial Construction – included all classes of commercial construction and absorption data that could be used in building a deterministic model of probable future commercial construction market performance.

· Occupancy Data – included commercial office, industrial, apartment and related data that could be used in building a deterministic model of probable future market performance and absorption of new initiatives such as the proposed Owner’s Program.

· Economic Impact Data – included effect multipliers, employment statistics and related information that could be used to refine an economic impact study of the proposed Owner’s Program in terms of local area economic impact benefits.

· Greater New Braunfels Chamber of Commerce – provided general economic data relative to the New Braunfels economy, as well as specific data with respect to the following areas of examination:

· Residential Housing Starts – including single-family and multifamily current and past year housing market performance statistics that could be used in building a deterministic model of probable future housing market performance.

· Commercial Construction – included all classes of commercial construction and absorption data that could be used in building a deterministic model of probable future commercial construction market performance.

· Seguin Chamber of Commerce – provided general economic data relative to the New Braunfels economy, as well as specific data with respect to the following areas of examination:

· Residential Housing Starts – including single-family and multifamily current and past year housing market performance statistics that could be used in building a deterministic model of probable future housing market performance.

· Commercial Construction – included all classes of commercial construction and absorption data that could be used in building a deterministic model of probable future commercial construction market performance.

· City of San Antonio – provided economic data (San Antonio Economic Development Department), data relative to construction starts (Building Inspections Department), data on small business assistance (San Antonio Business Assistance Focus Center) and water availability (San Antonio Water System) that was used to verify other source data.

· City of Seguin – provided economic and demographic data pertaining to Seguin.

· Bexar Appraisal District – provided tax roll information used to validate number of new commercial buildings and residential buildings constructed within Bexar County.

· San Antonio Economic Development Foundation, Inc. – provided general economic data relative to the overall Subject Area economy, as well as specific data with respect to the following areas of examination:

· Residential Housing Starts – including single-family and multifamily current and past year housing market performance statistics that could be used in building a deterministic model of probable future housing market performance.

· Commercial Construction – included all classes of commercial construction and absorption data that could be used in building a deterministic model of probable future commercial construction market performance.

· Occupancy Data – included commercial office, industrial, apartment and related data that could be used in building a deterministic model of probable future market performance and absorption of new initiatives such as the proposed Owner’s Program.

· Economic Impact Data – included effect multipliers, employment statistics and related information that could be used to refine an economic impact study of the proposed Owner’s Program in terms of local area economic impact benefits.

· U.S. Department of Housing & Urban Development – provided information on cost, occupancies and availability of various forms of housing within the Subject Area.

· U.S. Small Business Administration – provided information relative to new business start-ups, business loan assistance programs and related data.

The Consultant believes the diverse group of data resources above provides a strong basis for developing analyses and conclusions that are supportable in terms of the current and probable future impact of the Subject Area’s local market on the Owner’s Program and vise versa.

Subject Area Data Analysis

The data collected from the various sources was collated and analyzed in terms of each source comprising a given data set and in terms of the Owner’s Program, as set forth in the sub-sections under this heading. 

Residential Housing

The Entry Fee Housing Program is one of the focal points of the Owner’s Program in terms of anticipated economic benefits and potential market risk exposure that must be quantified and understood to the greatest degree that is reasonable and practical.  The sub-sections under this heading provide information relating to single-family housing, multifamily housing and group quarters housing for seniors within the Subject Area.

Single Family Housing

Overall, the Subject Area reported a total of 74 housing communities currently under development and offering lots, new home sales or both.  

Historically, this market has been able to support an average of approximately 5,900 new home closings per annum over the last five (5) year period.  This can be further extrapolated into an average of 492 sales per month.  For the year 2000, the market supported 6,400 closings in total or an average of 7.21 sales per new development community, per month for each monthly reporting period.

The values reported for the previous years were then analyzed in terms of creating a deterministic model to forecast future market performance, based upon a moving average for the previous ten year’s performance (moving the average forward for each subsequent year – See – “Exhibit 2: Housing Starts Analysis & Forecast - San Antonio Area,” on page 22 for detail).

The amount of housing sales per new development is anticipated to increase to an average 8.27 unit sales per month by the end of the Forecast Period.  This result was obtained by using the deterministic model and assuming the number of new housing communities remains constant over the Forecast Period.  This would tend to support a conservative housing absorption rate for the single-family housing program of approximately 6 to 8 units per month.

Pricing seems to be supporting a market median of approximately $115,600 for the San Antonio market.  This would suggest the price point of the Owner’s Program should be placed within a range of $100,000 to $130,000 (a range of + or – 15% on either side of the median housing unit value and rounded).

Construction cost information relating to the cost of housing construction indicates these homes are selling with an overall margin of approximately 22% to26% for the median priced housing units.

Exhibit 2: Housing Starts Analysis & Forecast - San Antonio Area
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San Antonio Market Analysis

Trend Analysis (Deterministic Model)

Year

Housing Starts

Actual Sales Closed

1991

2,500

                      

 

2,409

                             

 

1992

3,683

                      

 

3,298

                             

 

1993

5,400

                      

 

4,771

                             

 

1994

6,900

                      

 

5,499

                             

 

1995

6,700

                      

 

5,285

                             

 

1996

6,339

                      

 

5,130

                             

 

1997

6,200

                      

 

5,678

                             

 

1998

6,750

                      

 

6,196

                             

 

1999

7,073

                      

 

6,700

                             

 

2000

7,100

                      

 

6,400

                             

 

2001

7,560

                      

 

6,799

                             

 

2002

7,948

                      

 

7,149

                             

 

2003

8,202

                      

 

7,387

                             

 

2004

8,333

                      

 

7,576

                             

 

2005

8,496

                      

 

7,805

                             

 

Total Owner's Program Units

1,500

                             

 

Total Likely Sales over Forecast Period

29,917

                           

 

Penetration Rate of Owner's Program (Gross)

5.01%

Initial Phase Owner's Program Units

225

Total Likely Sales During Initial Phase Period

14,536

                           

 

Initial Phase Penetration Rate (Gross)

1.55%

End of report…

Housing Starts Analysis & Forecast - Subject Area Single-Family 

Homes

Forecasted 

Activity

Historical Market Activity


Current information suggests the Initial Phase of the Owner’s Program will be expected to compete on a limited basis, as the Gross Penetration Rate required to sell out the Initial Phase is less than 1.25% of total market penetration of the San Antonio market.  This would suggest an average sales rate over the projected Initial Phase of approximately 6.5 unit sales per month in order for the Owner’s Program to remain within the confines of market performance.

Exhibit 3: Revised Penetration Rate Analysis of Single-Family Housing Market - San Antonio Market
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San Antonio Market Analysis

Trend Analysis (Deterministic Model)

Initial Phase

Both Phases

14,536

                    

 

29,917

                           

 

225

1,500

                             

 

70.00%

70.00%

158

                         

 

1,050

                             

 

1.08%

3.51%

End of report…

Total Single-Family Housing Units 

of Owner's Program

Total Anticipated Sales During 

Reporting Period

Percentile of Units Anticipated to 

be Sold to Current Residents of 

Primary Marketing Area

Revised Single Family Housing Penetration Rate Analysis - San 

Antonio Market

Total Pool of Housing Units to be 

Sold Within Primary Marketing 

Area

Revised Gross Penetration Rate for 

Owner's Program


A vast majority of the communities within the Subject Area offer limited amenities.  There are currently four (4) golf course communities, plus one (1) golf course community in development.  Most of the median to upper income communities offer some form of limited amenities within the confines of the community.  Typically, these amenities consist of a community swimming pool, tennis courts and related activities.  These communities would be considered indirectly competitive with the Owner’s Program, as the Owner’s Program contemplates amenities and services well above those currently offered in the single-family housing community development programs of the Subject Area.  The entry fee program component should be priced on a par with that of the surrounding communities in terms of gross margins to maintain a strong appeal in terms of comparison-shopping consumers.

Important differences that may impact the overall absorption and sales curve include the following elements:

1. Exterior Lawn Maintenance Program XE "Lawn Maintenance Program"  – the Owner’s Program seeks to provide this as part of the Bella Vita living experience.  None of the current communities offer this program and it may provide a basis for extended market competition with respect to the Owner’s Program.

2. Exterior Unit Maintenance Program XE "Unit Maintenance Program"  – the Owner’s Program seeks to provide this as part of the Bella Vita living experience.  None of the current communities offer this program and it may provide a basis for extended market competition with respect to the Owner’s Program.

3. Community Intranet/Internet Program XE "Community Intranet/Internet Program"  – the Owner’s Program seeks to provide this as part of the Bella Vita living experience.  None of the current communities offer this program and it may provide a basis for extended market competition with respect to the Owner’s Program.

4. Discounted Cultural/Festival Arts Program Membership XE "Cultural/Festival Arts Program Membership"  – the Owner’s Program seeks to provide this as part of the Bella Vita living experience.  None of the current communities can offer this type of program, providing a clear basis for market competition for the Owner’s Program.

5. Age Restriction XE "Age Restriction"  – the Owner’s Program contemplates the community will be age restricted.  While this is a common practice, this may serve to slightly decrease the overall buyer pool, from which, the Owner’s Program must compete for buyers/residents.  This may also decrease the overall absorption rate of the Owner’s Program.

6. Educational Issues XE "Educational Issues"  – the Owner’s Program contemplates the use of a transferable entry fee occupancy vehicle for the housing units of the program.  This program element is a departure from the established practices of the housing industry and could result in a lower overall absorption rate, until such time as the Owner’s Program can demonstrate success and acceptance for this type of ownership option.

7. Pricing Issues XE "Pricing Issues"  – the Owner’s Program contemplates the use of a community fee that covers the maintenance of housing units, grounds and facilities of the community on behalf of the resident.  This may meet with significant buyer rejection, until such time as the Owner’s Program definitively demonstrates market acceptance resulting in lower than average absorption rates.

Multifamily Housing

The condominium market for the San Antonio area does not demonstrate any clear trend of growth.  The area reported a total of 585 unit sales for 1999.  Revised 2000 figures suggest a weakening of the market (approximately 559 unit sales).  

Historically, this market has been able to support an average of approximately 694 unit sales/closings per annum over the last five (5) year period.  This can be further extrapolated into an average of 58 sales per month.  For the year 2000, the market supported 559 closings in total or an average of 46 sales per month for each monthly reporting period.

The values reported for the previous years were then analyzed in terms of creating a deterministic model to forecast future market performance, based upon a moving average for the previous ten year’s performance (moving the average forward for each subsequent year – See – “Exhibit 4: Condominium Sales Analysis & Forecast - City of San Antonio,” on page 26).

The amount of sales per month is anticipated to approximately 38 unit sales per month by the end of the Forecast Period, indicating a possible weakness in the market.  This result was obtained by using the deterministic model and assuming the number of new housing communities remains constant over the Forecast Period.  This would tend to support a conservative housing absorption rate for the condominium-housing program of approximately two (2) to three (3) units per month.

Pricing should tend to be a function of locality and amenities.  In this regard, the Owner’s Program should take advantage of the available “loft units” created as a result of the completion of the Artist Colony and Festival areas that would tend to support strong unit prices ($200,000 and above – or $225/NRSF or higher).

Construction cost information was not available due to a lack of new entrants into the Primary Marketing Area.  This may bode well for the Owner’s Program, as newer projects tend to attract more attention from buyers than existing products.

Current information suggests the Initial Phase of the Owner’s Program will be expected to compete on a limited basis, as the Gross Penetration Rate required to sell out the Initial Phase is less than 5.0% of total market Penetration of the San Antonio market.  This would suggest an average sales rate over the projected Initial Phase of approximately three (3) to five (5) unit sales per month in order for the Owner’s Program to remain within the confines of market performance.

Exhibit 4: Condominium Sales Analysis & Forecast - City of San Antonio
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Exhibit 5: Revised Penetration Analysis of Condominium Market - San Antonio Area
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The information provided as a result of the Field Investigation, with respect to the condominium/multi-family housing sales market requires the attention of the Owner’s Program with respect to the following issues:

1. Sales Absorption – sales absorption may in fact be below averages for the Subject Area.  

2. Pricing – while there appears to be no significant competition on the near-term horizon, the Owner’s Program may expect mid-term competition to arise as a result of the ongoing execution of the Owner’s Program, thus creating mid-term and long-term price competition.

3. Amenities – creation of a definitive market niche based on unit sizes and amenities will be important over the term of the Forecast Period.

Senior Group Housing

For the purposes of the Field Investigation, the senior housing/group quarters sub-market was investigated in terms of a geography that extended across the North Central area of San Antonio, as this area was identified as the most likely area of development for the Owner’s Program, as set forth in the demographics analysis (See Volume I of the Due Diligence Analysis).  This area was considered the Primary Marketing Area for the purposes of the Field Investigation.

The Field Investigation found there are four (4) facilities offering similar housing services programs in the Primary Marketing Area that may be, to some degree, competitive with the proposed Project of the Client.  In addition, the Field Investigation found two (2) Alzheimer’s special care units licensed at the assisted living class level, five (5) assisted living facilities, four (4) congregate living facilities and two (2) continuing care facilities that are offering assisted living and/or Alzheimer’s housing which could impact the proposed Project (positively or negatively).  These facilities included the following:

1) ALZ/ALCF – ALCF Care Programs XE "ALZ/ALCF – ALCF Care Programs"  – 469 ALZ/ALCF – ALCF beds/units:

a) Kingsley Place @ the Medical Center XE "Kingsley Place @ the Medical Center"  – 9000 Floyd Curl Drive, San Antonio, TX 78240.  (ALZ/ALCF: 24 beds.  ALCF: 88 units).  This property is part of a chain of facilities owned and operated by Senior Lifestyle Corporation.  This facility is a single-story wood-frame brick veneer structure that has been in operation for approximately three (3) years.  The property has a current occupancy of 80 assisted living residents and 21 Alzheimer’s residents (average lease-up rate of 4.66 units per month was attained in the initial lease-up cycle).  The property’s care programming is supervised by a LVN and augmented by CMA’s (certified medication aides) as shift supervisors.  Current staffing ratios are 7:1 Day shift (7 residents per caregiver), 9.33:1 Evening shift and 18.67:1 on the Night Shift.  LVN supervision is only provided on the day shift.  Property location is on a side street having below average traffic flows (leading to the conclusion that marketing efforts suffer due to lack of drive-by visibility.).  Property offers two basic floor plan sizes of 410 s.f. and 510 s.f., both being available as private or semi-private.  Rates range from $1,875 to $2,600 per month.  Property appears to be slightly distressed and is offering steep discounts on the first three months rent for new move-ins.  The assisted living residents are not allowed to age-in-place.  Assisted living units are offered on the same unit size basis as the Alzheimer’s units, but in a total of four (4) configurations ranging from a low of $1,670 per month to $2,340 per month.  Both Alzheimer’s and assisted living is subject to tier charges (two levels, each being $200 more added to base rent).  Activity programming is supervised by a full-time director and there are staff activity aides for program support (Alzheimer’s unit only).  Activity programming is currently offered on a daily basis for each day of the week.  Facility is spacious, secure and offers a specialized environment for Alzheimer’s residents.  Facility does not have any medical board supervision or clinical/research program affiliations.  Due to its lack of definitive care program supervision and support, this facility will only be indirectly competitive (seeking light – moderately impaired residents) and may serve as a feeder for later stage dementia residents for the proposed Owner’s Program.

b) Regent @ Hamilton House XE "Regent @ Hamilton House"  – 5331 Hamilton Wolfe Road, San Antonio, TX 78229.  (ALZ/ALCF: 40 beds.  ALCF: 96 units.).  This property is part of the Regent Assisted Living chain of facilities.  This three-story property has been in operation for three (3) years and has an assisted living occupancy of 92 residents and Alzheimer’s occupancy of 38 residents.  The initial lease-up rate claimed by the property was approximately 7.25 units per month (very strong).  Facility is located within a mixed-use area and fronts on a major street (thus creating strong drive-by marketing synergy).  Assisted living units and Alzheimer’s care programming are both offered in 316, 462. and 721 s.f. sizes, with very strong monthly rates of $3,425, $2,995 (semi-private) and $4,395 per month, respectively.  In addition, this facility also accesses tier charges for resident acuity levels in both assisted living and Alzheimer’s care miens of $400 per tier level (two levels).  Facility exterior was judged as being unattractive with grounds not being properly landscaped, though the facility is clean and attractive on the inside.  Facility provides no linens, towels or unit furnishings of any kind to residents.  Care programming starts with a physician clinic held on the first four days of each month.  A part-time “staff” RN with attending LVN supervision is provided for both units on the day shift only.  Current staffing ratios are 12.43:1 Day shift, 21.75:1 on evening shift and a 43.5:1 on Night shift.  Activity programming is supervised by a full-time activity director, but is not supported by any activity aides.  This property’s success is attributed to a combination of good location coupled with strong marketing efforts.  The project’s staffing levels are insufficient to compete against the Client’s proposed Program leading to the conclusion this property’s census may suffer once the Client’s proposed Program is operational.  This indicates the long term strategy of this operator will change and they will be forced to discount in order to compete with the Client.

c) Kingsley Place @ Oakwell Farms XE "Kingsley Place @ Oakwell Farms"  (virtually identical physical appearance to Kingsley Place @ the Medical Center) – 3360 Oakwell Court, San Antonio, TX 78218 (ALZ/ALCF: 20 beds.  ALCF: 60 units.).  This property is a smaller-scale version of the Medical Center property and has been open since March of 1998 and is situated on a side street having access to a major thoroughfare (however, the value of this location is dubious, as there is no direct frontage).  The current occupancy is 54 in the assisted living unit and 17 in the Alzheimer’s unit.  Property shares ownership and operating structure with the Medical Center property.  Unit sizes and plans for both the Alzheimer’s unit and the assisted living unit are identical to the Medical Center property.  Rates for the assisted living property start at a much higher $2,300 per month and the Alzheimer’s unit rates start at $2,550 per month.  All other components are essentially identical to the Medical Center property.  See comments, above regarding competitive status.

d) Merrill Gardens XE "Merrill Gardens"  – 9203 Cinnamon Hill, San Antonio, TX 78240.  (ALZ/ALCF: 45 beds.  ALCF: 96 beds.).  This property is part of the R. D. Merrill chain of senior housing properties and has been open approximately three (3) years.  The facility currently has 94 assisted living residents and 42 residents in the Alzheimer’s unit.  Information provided by staff suggests the property experienced a lease-up rate of 5.4 units per month during its initial lease-up cycle.  The facility has good curb appeal and has an excellent interior finish.  The property offers seven (7) assisted living floor plan sizes (286, 300, 335, 469, 500, 620 and 728 s.f.) with prices ranging from $975 per month to $1,850 per month.  Tier charges are also assessed by the facility (three levels - $300/$500/$700 per month, with an automatic $700 per month tier assessment for any resident requiring assistance with continence management of any kind.).  Alzheimer’s residency is based upon a 286 s.f. unit available in private ($3,150 per month) or semi-private ($2,100 per month) occupancy.  This facility places significant restrictions on residency for Alzheimer’s residents and will not accept any resident requiring feeding assistance, transfer assistance or who is physically combative.  Accordingly, the occupancy levels at this facility have suffered.  The facility’s care programming is supervised by a LVN on the day shift, only.  Current staffing ratios are 8.13:1 on the Day shift, 16.25:1 on the evening shift and 21.67:1 on the Night shift.    The facility’s activity programming is on a daily basis and is supervised by a full-time activity director.  However, no aides are currently (or projected) employed to support the activity program.  Facility offers a secure environment that includes outdoor access for the Alzheimer’s unit, but has no clinical/research affiliations or medical board oversight for the care program.  

Secondary/indirect competition is expected to take the form of the following program types:

2) Alzheimer’s Care Facilities – 70 ALZ/ALCF beds (dementia only assisted living care facility housing programs):

a) Barton House XE "Barton House"  – 20 Lynn Batts Lane, San Antonio, TX 78218.  (ALZ/ALCF: 30 beds). This facility was built in two stages with the second stage being completed in February of 1999.  Facility is part of a smaller-scaled facility chain operated out of Austin, TX.  Current occupancy is 68 residents with units being offered on a private occupancy basis for $3,400 per month.  Property runs good staffing programs and is an experienced provider of advanced stage Alzheimer’s care.  The small scale of this Project places it at a distinct disadvantage.

b) Villa Serena XE "Villa Serena"  – 4455 Horizon Hill, San Antonio, TX 78229.  (ALZ/ALCF: 40 beds).  This property was built in 1998 and is currently 90% occupied.  Prices are $4,106 per month or $5,627 per month for the two basic floor plans the facility offers.  Property has clinical affiliation with University of Texas Health Science Center for research and related care programming.  

3) Assisted Living Facilities XE "Assisted Living Facilities"  - 290 competitive ALCF beds/units (stand-alone assisted living care housing programs):

a) Northwest Oaks Guest Home XE "Northwest Oaks Guest Home"  – 9505 Fredericksburg Road, San Antonio, TX 78240 (ALCF: 66 units/78 beds).  This facility was built in 1998 and is owned by the Marriott Corporation.  This is a minimal care level type property that offers low-cost housing and only modest resident support services.  These properties typically rely upon tier charges in order to maintain profitable operations.  Current occupancy is 68 residents.  Prices range from $1,450 per month to $2,575 per month for units 235 s.f. to 389 s.f.  This facility is not competitive with the Client’s Program and should serve as a feeder facility.

b) Village Oaks @ Hollywood Park XE "Village Oaks @ Hollywood Park"  – 16911 San Pedro, Hollywood Park, TX 78232.  (ALCF: 66 units/78 beds).  This facility has been operating since 1999 and has a current occupancy of 62 residents (virtually identical to Northwest Guest Homes – see above).  Marriott owns the project as part of its acquisition of the National Guest Homes assisted living operations.  Prices range from $1,435 per month to $2,515 per month, plus tier charges.  Room sizes range from 235 s.f. to 339 s.f.  Facility is a low-cost low level service provider offering only modest staffing and resident support programming.  

c) The Heights XE "The Heights"  – 803 Gault Lane, San Antonio, TX 78209.  (ALCF: 60 units).  This property is owned and operated by the Extendicare chain.  The facility is a two-story facility that has been open since 1998.  Current occupancy is 52 residents.  The property provides two levels of care (light and very light) and is located adjacent to a nursing home owned by the same chain.  Units come in either a 411 s.f. size or 522 s.f. size.  Prices range from $1,725 per month to $2,695 per month. 

d) Sterling House @ Nacogdoches XE "Sterling House @ Nacogdoches"  – 14595 Nacogdoches Road, San Antonio, TX 78247.  (ALCF: 37 units).  This facility is part of a large chain assisted living owner/operator and was opened in 1997.  Property is a single-story facility offering three (3) basic room plans  (all private), ranging from $1,595 per month to $2,100 per month plus tier charges.  Current occupancy is 34 residents. 

e) Sterling House @ Jones-Maltsberger XE "Sterling House @ Jones-Maltsberger"  – 13303 Jones-Maltsberger Road, San Antonio, TX 78247.  (ALCF: 37 units).  This property is identical to the other property in its physical floor plan and has been open for 18 months.  Unit prices range from $1,660 per month to $2,180 per month, plus tier charges.  Current occupancy is 34 residents. 

4) Congregate Housing Facilities XE "Congregate Housing Facilities"  – 246 ALCF competitive beds/units and 24 Alzheimer’s ALCF beds (facilities offering retirement living, an assisted living care program and/or other forms of care program housing): 

a) Amber Oaks XE "Amber Oaks"  – 4415 Rio D’Oro, San Antonio, TX 78233.  (ALCF: 160 units).  Property is owned by the Emeritus chain of retirement housing owner/operators.  This facility is 12 years old three-story building that also offers large scale ILF rental units, but no entry fee units.  Property has a current occupancy of 138 residents.  Assisted living units range from 438 s.f. to 575 s.f.  Prices range from $1,600 per month to $2,100 per month.  Property relies upon tier charges to segregate the population and provide a profitable return on operations. 

b) Incarnate Word Retirement Community XE "Incarnate Word Retirement Community"  – 4704 Broadway, San Antonio, TX 78209.  (ALCF: 62.  NF: 62).  The Catholic Dioceses of San Antonio own this facility (non-profit).  Project is a two-story facility that is over 10 years old and has good curb appeal.  Current occupancy is 56 residents in the ALCF program.  Units come in two sizes (390 s.f. and 708 s.f.).  Pricing for the units is $1,803 per month and $2,355 per month, respectively.  The changing status of this facility makes it hard to project in terms of competitive elements.  Based upon its prior track record in the market, it should be assessed as not being competitive.  

c) The Inn at Los Patios XE "The Inn at Los Patios"  – 8700 Post Oak Lane, San Antonio, TX 78217.  (ALCF: 30 units).  This facility was opened in 1990 and includes 161 ILF apartments that serve as a feeder for the ALCF unit.  Current occupancy is 100% with a wait list in place.  Only one unit size is offered being approximately 365 s.f., and priced at $2,295 per month.  This is a straight rental living program of high quality, but limited scope in terms of amenities.

d) Independence Hill XE "Independence Hill"  – 20450 Heubner Road, San Antonio, TX 78258.  (ALCF: 24 units).  This is an ILF community that has converted 56 ILF units into assisted living.  The facility is 9 years old and is currently 100% occupied.  Facility offers 425 s.f. and 540 s.f. assisted living units starting at $1,800 per month and subject to drastic tier charges. This facility is not competitive with the Client’s Program and should serve as a feeder facility in spite of the current construction program.  

5) Continuing Care Facilities XE "Continuing Care Facilities"  – 147 ALCF competitive beds/units (facilities offering multiple levels of care programming that includes nursing and assisted living):

a) Brighton Gardens XE "Brighton Gardens"  – 855 E. Basse Road, San Antonio, TX 78209.  (ALCF: 97 units.  NF: 46 beds.)  Project is part of the national Marriott chain of care centers built on a two-story plan in 1995.  Current occupancy is 100% with a minimal wait list in place.  Units range from 331 s.f. to 426 s.f.  Rates range from $2,425 per month to $3,175 per month.  Property is a rental pricing scheme property with limited amenities that are typical of the Brighton Gardens format.

b) Heartland Healthcare Center of San Antonio XE "Heartland Healthcare Center of San Antonio"  – One Heartland Drive, San Antonio, TX 78247.  (ALCF: 50 units.  NF: 121 beds).  This is a 12 year old facility that is part of the HCR chain of multi-level care facilities.  Project is a single-story edifice built in 1987.  Assisted living occupancy includes high-functioning Alzheimer’s residents.  Current occupancy is 41 residents in ALCF.  Rates range from $1,550 per month (semi-private) to $2,170 per month for a private unit.  All units are 425 s.f. 

In making a final determination as to increases in supply from competing programs, it is important to bear in mind that the demographic information provided to the Consultant by third party databanks is based upon estimates of 2000 population groupings.  Accordingly, all programs developed in 2000 and thereafter are deducted from the Gross Demand calculations in order to provide a basis for further quantification of the market viability of the proposed Program.  

This process resulted in bed count deductions totaling 843 ALCF beds.

Again it should be noted that this is a very conservative approach to quantifying changes in the supply of units and their potential impact on the Owner'’ Program.  

Similarly, the changes in supply for Alzheimer’s facilities amount to a total of 223 units.

The Consultant’s Field Team was not able to locate any directly comparable senior housing/group quarters properties that would be considered directly competitive with the proposed Owner’s Program.

The track record of recent entrants into the market suggest the market will sustain average lease-up rates of up to seven (7) units per month for this type of housing, while rate support remains strong for these properties that have clearly inferior amenities and services to those proposed currently within the Owner’s Program.  This suggests a higher than typical rate structure and/or lease-up schedule may be anticipated.

Commercial Development

The various commercial activity program elements of the Owner’s Program are intended to provide the necessary near-term support to allow the Housing Sales Program to sustain sales and improve the overall finished appeal of the community in an expeditious manner.  Accordingly, the various commercial development initiatives are closely linked to the housing program, and thus, are linked to potential market risk exposure.  The sub-sections under this heading provide information relating to observed conditions for the commercial office, retail and hospitality services markets within the Subject Area.

Retail

The Owner’s Program retail project elements are primarily single-tenant users (the Company) within the confines of the given property.  These service units are programmed on the basis of servicing a mix of retail customer types, the majority of which are anticipated to create purchasing actions from tourists and vacationers.  If this hypothesis proves to be correct, the retail traffic receipts would, for the most part, represent “new money” injections into the economy from outside the local economy boundaries.  As the anticipated retail construction is already pre-leased to the Company, the types of retail units and scale or retail unit construction becomes more of a function of what is required to support the synergistic activities of the Artist Colony and Cultural/Festival Area, than a function of the surrounding area’s economic ability to absorb the new construction contemplated.

The scale of the amount of new retail construction within the property will be governed by the requirements necessary to open the property and operate the themed-destination and lifestyle enhancement features of the resort area and the activities programs including the golf facilities, resort hotel and various cultural attractions.

Exhibit 6: Retail Market Absorption History - San Antonio Market
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Accordingly, the marketing required to attract the majority of retail customers would have to have a strong regional and/or national focus in order to support the retail programs of the proposed Cultural/Festival Arts Project Element, and to a lesser degree, the proposed Artist Colony Area as part of the ongoing marketing efforts of the Owner’s Program in general.

The Owner’s Program does envision the development, construction and operation of a grocery-anchored community shopping center anticipated to primarily serve the needs of residents of the property and other communities within a small travel radius.  This type of development is substantially different, as the overall success of the community center would be based upon the local economy’s ability to absorb the new construction.

Accordingly, the Field Team’s focus with respect to the proposed development of a grocery-anchored community shopping center required a review of the overall San Antonio retail market, as well as the North Central marketing area, where the most likely site locality is expected to be.  

The San Antonio Retail Market exhibits a growing vacancy rate trend.  New additions to the market place indicate a fundamental short-term weakness in the overall market (See – “Exhibit 6: Retail Market Absorption History - San Antonio Market,” above).  This would lead to the overall conclusion the market is not growing, but is contracting with respect to its ability to support new construction, but the vacancy rates for newly constructed retail centers is much stronger than one would anticipate.

The latest analysis of the North Central sub-market finds an additional 923,000 square feet of construction have been added to the inventory, bringing the overall vacancy rate of the this sub-market to over 11%.  Rent support remains strong within the sub-market with an average rent of $20.17 per square foot for newly constructed projects.

Commercial Office

The Owner’s Program contemplates the construction of commercial offices space as a corollary to the needs of the property (Company offices, medical office support buildings, etc.).  Accordingly, the data collection was limited to a more cursory approach to the market.

The overall San Antonio market exhibits signs of considerable strength relative to the overall commercial office building market (See – “Exhibit 7: Commercial Office Space Absorption & Rental Rate Forecast - San Antonio,” on page 36).  Historical data was used to create a deterministic baseline model and forecast of anticipated future market performance.

The model indicates the commercial office market should remain stable with an average vacancy rate in the mid eleven percent range (11.4% to 11.6%) over the Forecast Period.  Rental rates for the market are expected to continue to increase over the Forecast Period at the annual rate of four percent (4.0%) or higher.  This would indicate an assignable basis of approximately $18.55 per square foot for the medical office building and the various offices of the Company within the market.

Exhibit 7: Commercial Office Space Absorption & Rental Rate Forecast - San Antonio
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Hospitality

The hospitality market of the Subject Area is quite strong and is a major contributor to the overall economy.  Currently, the Subject Area hosts approximately 7.7 million visitors
 per annum, of which, 84%
 are visitors staying overnight within the area.

This represents a substantial impact on the local economy that has served to create a source of sustainable growth for the Subject Marketing Area over the long term due to the influx of dollars for output units originating from outside the local economy.  The SVIRE study prepared in 1997 found the indirect and induced impact on the local economy to be a factor of 2.04.  This created an overall direct, indirect and induced impact of approximately $3.51 billion from total expenditures of $1.72 billion
.

Of the 7.7 million visitors, approximately 10% are convention travelers who utilize the Henry B. Gonzalez Convention Center.  The remainder makes up leisure/tourism travelers.  This accounts for an estimated 4.6 million room nights per annum within the Subject Area.

The prototypical estimation process for the number, type and pricing of hotel keys for the Owner’s Program is based upon the following factors:

· Total Annual Leisure Traveler Pool who stay overnight.

· Total Travelers Per Party who stay overnight.

· Modified for induced effects such as resort accommodations, amenities, etc.

· Modified for access issues.

· Modified for pricing issues.

From this basis of factors that are anticipated to influence the overall utilization of the resort hotel proposed in the Owner’s Program, the utilization of the facilities of the Resort Hotel and the property in general, may be extrapolated.

In the case of the Owner’s Program, there is a closed-end economic system that is created for the use of tourists and visitors.  This would then dictate that demand is a function of the available visitor pool instead of the factors mentioned previously.  Accordingly, a demand analysis was prepared predicated upon the anticipated number of visitors to the property in order to create a realistic and conservative pool, from which, the hotel unit sizing may be accommodated.

Demand Analysis Screening Process

The following demographic screening process was used to determine the overall potential number of visitors to the property on an annual basis (the “Demand Analysis XE "Demand Analysis" ”).  This is then trended forward on a straight-line basis of the duration of the Forecast Period.

1. Determine Total Pool of Prospective Visitors to Subject Area.  This screen level crates the universal pool of prospects, based upon an assumed accurate initial baseline estimate.  For the purposes of this Demand Analysis, the number of prospects for the first year of the forecast (2001) is assumed to be equal to that of the surveyed number of visitors in 1997, or 7.7 million.  This number is allowed to expand for subsequent periods in the forecast at the rate of 2.5% per annum; and,

2. First Screen Level.  The universe of records is reduced to that amount of pool who would potentially visit the property and use the various services and amenities.  The Demand Analysis assumes the penetration rate to be equal to the following:

a. Year One – 7.5%

b. Year Two – 8.0%

c. Year Three – 8.5%

d. Year Four – 9.0%

e. Year Five – 9.5%.

The resulting pool constitutes the total number of visitors to the property on an annual basis.

3. Second Screen Level.  The pool is reduced to create a baseline of prospects for overnight stays.  This is based upon the reduction of the pool by 16%, to reflect the percentile of the pool of cohorts that stay overnight.  The resulting number is termed the Gross Room Night Demand.

4. Third Screen Level.  The pool is reduced to that group of cohorts that is statistically likely to seek accommodations on the property.  For the purposes of this Demand Analysis, the penetration rate of the potential Net Room Night Demand is limited to 20%.  The resulting number is termed the Final Room Night Demand.

5. Fourth Screen Level.  The property is then sized based upon an assumed range of annual occupancy figures over the Forecast Period.

The results of the analysis indicate the proposed 500-room resort hotel is supported based upon visitors to the property in and of itself (See –“Exhibit 8: Resort Hotel New Construction Demand Analysis,” on page 39).  The analysis also provides a basis for forecasting property visitors from outside the Subject Area for each of the years of the Forecast Period as follows (assuming the property is online for the entire reporting period):

1. Year 2001 – 577,500 visitors

2. Year 2002 – 631,400 visitors

3. Year 2003 – 687,634 visitors

4. Year 2004 – 746,285 visitors

5. Year 2005 – 807,439 visitors

Exhibit 8: Resort Hotel New Construction Demand Analysis
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San Antonio Market Analysis

Trend Analysis

Period Ending:

2001

2002

2003

2004

2005

Gross Pool of Records

7,700,000

       

 

7,892,500

       

 

8,089,813

       

 

8,292,058

       

 

8,499,359

       

 

First Screen Level - Reduce to Pool of Property Visitors

Gross Pool

7,700,000

       

 

7,892,500

       

 

8,089,813

       

 

8,292,058

       

 

8,499,359

       

 

Penetration Rate

7.50%

8.00%

8.50%

9.00%

9.50%

Total Annual Property Visitors

577,500

          

 

631,400

          

 

687,634

          

 

746,285

          

 

807,439

          

 

Second Screen Level - Reduction of Pool for Overnight Parties

Total Visitors Per Annum

577,500

          

 

631,400

          

 

687,634

          

 

746,285

          

 

807,439

          

 

Multiplier

0.84

0.84

0.84

0.84

0.84

Total Overnight Visitor Pool

485,100

          

 

530,376

          

 

577,613

          

 

626,880

          

 

678,249

          

 

Third Screen Level - Reduction of Pool to Total Room Nights

Total Annual Pool

485,100

          

 

530,376

          

 

577,613

          

 

626,880

          

 

678,249

          

 

Reduction Factor

20%

20%

20%

20%

20%

Total Net Room Nights from Property Visitors

97,020

            

 

106,075

          

 

115,523

          

 

125,376

          

 

135,650

          

 

Fourth Screen Level - Hotel Sizing Based Upon Room Nights

Facility Size

Facility Size

Facility Size

Facility Size

Facility Size

Average YRO - 60%

443

                 

 

484

                 

 

528

                 

 

572

                 

 

619

                 

 

Average YRO - 65%

409

                 

 

447

                 

 

487

                 

 

528

                 

 

572

                 

 

Average YRO - 70%

380

                 

 

415

                 

 

452

                 

 

491

                 

 

531

                 

 

Average YRO - 75%

354

                 

 

387

                 

 

422

                 

 

458

                 

 

496

                 

 

Average YRO - 80%

332

                 

 

363

                 

 

396

                 

 

429

                 

 

465

                 

 

Average YRO - 85%

313

                 

 

342

                 

 

372

                 

 

404

                 

 

437

                 

 

Average YRO - 90%

295

                 

 

323

                 

 

352

                 

 

382

                 

 

413

                 

 

End of report…

Hotel Development Program Construction Demand Analysis


Chapter III – Final Conclusions & Recommendations
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Artist’s Rendering of the Palazzo Area of the Prototypical Project

This chapter provides the final conclusions relative to the Market Feasibility Analysis & Report, together with the Consultant’s recommendations.

General Conclusions

The rudimentary baseline Economic Impact Analysis performed by the Consultant in Volume I was revised to reflect the effects multipliers set forth in the MMDS Survey XE "MMDS Survey"  of 1997 (an upward change from 1.7 to 2.04 for direct, indirect and induced economic impact).  This resulted in an overall economic impact estimate of almost $600 million per annum on the Subject Area economy (note Exhibit 9, below).  The Consultant believes this will become a focal point attraction for visitors and tourists to the area and create a stronger demand for housing and labor within the overall Subject Area.

Exhibit 9: Revised Economic Impact Analysis Spreadsheet
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Expenditure Type

Estimated 

Expenditure

Multiplier 

Effect

Imputed Total Economic 

Impact

Total Salaries

27,145,826

$           

 

2.04

               

 

55,377,485

$                          

 

Direct Purchases

41,179,586

             

 

2.04

               

 

84,006,356

                            

 

Utility Usage

1,177,632

               

 

2.04

               

 

2,402,370

                              

 

Resident Purchases

11,093,525

             

 

2.04

               

 

22,630,791

                            

 

Visitor Ancillary Purchases

7,131,266

               

 

2.04

               

 

14,547,783

                            

 

Annual Construction

204,727,435

           

 

2.04

               

 

417,643,967

                          

 

Total Annual Economic Impact

292,455,271

$         

 

596,608,754

$                        

 

End of report…

Revised Final Economic Impact Analysis - Direct, Indirect & Induced


Overall, the economy of the Subject Area appears to be more geared towards the tourism and vacation travel industry segments, which provides a basis for continued growth in the local economy.  This is a clear indicator of sustainable economic growth, due to the influx of “new money” into the Subject Area, as opposed to transactions of input and output units that originate from within the economic trading area.

Conclusions Pertaining to Housing Market Potential of Subject Area

The Consultant is of the opinion the Subject Area will retain a strong housing market potential over the Forecast Period.  Major elements supporting this hypothesis include the following:

1. The amount of housing sales per new development is anticipated to increase to an average 8.27 unit sales per month by the end of the Forecast Period.  The Owner’s Program sales goals should be set at an average of six (6) to eight (8) units per month as the baseline target that is supportable over the long-term for single-family housing; and,

2. Pricing for the single-family housing program is suggested as a range of $100,000 to $130,000 (a range of + or – 15% on either side of the median housing unit value and rounded) for the lower end of the spectrum.  The upper end of the spectrum will continue to be controlled by consumer preferences; and,

3. The supportable housing absorption rate for the condominium-housing program of approximately two (2) to three (3) units per month was indicated based upon recent information.  There are indications that this is an unsupported market, hence the lower sales expectations; and,

4. Pricing should tend to be a function of locality and amenities.  In this regard, the Owner’s Program should take advantage of the available “loft units” created as a result of the completion of the Artist Colony and Festival areas that would tend to support strong unit prices ($200,000 and above – or $225/NRSF or higher).

5. The demand for new construction of group quarters senior housing is anticipated to remain strong over the Forecast Period.  The following Net Buildable Demand targets are suggested as a result of the New Construction Demand Analyses (See – “Exhibits 10 – 13”, on the following pages):

a. Entry Fee ILF – 519 units (assuming an occupancy of 100%); and,

b. Rental ILF – 2,399 units (assuming an occupancy of 100%); and,

c. Rental ALCF – 1,698 units (assuming an occupancy of 100%); and,

d. Rental ALZ/ALCF – 607 units (assuming an occupancy of 100%).

6. Price points and occupancies remain strong for the senior housing market.  Lease-up rates should hold steady at six (6) units per month for the ILF Entry Fee Program over the course of the Forecast Period.

Exhibit 10: Reconciled Entry Fee ILF New Construction Demand Analysis
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Forecast of Net Buildable Demand

San Antonio, TX - MSA Level Analysis

N/A Site

Period Ending:

Dec-01

Dec-02

Dec-03

Dec-04

Dec-05

Screen Number 1 - Age & Income Qualified Households in Primary Marketing Area

1

Non-Institutionalized Age 65+ Households w/Incomes Above $75,000 Per Annum

Total Age 65 - 74

5,105

     

 

5,472

     

 

5,839

     

 

6,206

     

 

6,575

     

 

Total Age 75+

2,543

     

 

2,770

     

 

2,997

     

 

3,224

     

 

3,453

     

 

Total Pool of Age/Income Qualified Cohorts

7,648

     

 

8,242

     

 

8,836

     

 

9,430

     

 

10,028

   

 

Screen Number 2 - IADL Disability/Age/Income Qualified Households in Primary Marketing Area

2

Statistical Likelihood for Age Group w/Difficulty & Help Received for 2+ IADL's Per Day

Age 65 - 74: 6.6%

337

        

 

361

        

 

385

        

 

410

        

 

434

        

 

Age 75+: 20.7%

526

        

 

573

        

 

620

        

 

667

        

 

715

        

 

Total Qualified Cohorts (Gross Demand)

863

        

 

935

        

 

1,006

     

 

1,077

     

 

1,149

     

 

Screen Number 3 - Increases Due to Adult Children Referrals - Secondary Marketing Area

Total Age 45 -54 w/Incomes Above $100K

15,584

   

 

17,247

   

 

18,910

   

 

20,573

   

 

22,236

   

 

Total Age 55 -64 w/Incomes Above $100K

7,823

     

 

8,633

     

 

9,443

     

 

10,253

   

 

11,063

   

 

Total Adult Children

23,407

   

 

25,880

   

 

28,353

   

 

30,826

   

 

33,299

   

 

Assumed Increase Due to Adult Children @ 1.0% of Adult Children Basis

Total Increase

385

        

 

530

        

 

690

        

 

820

        

 

925

        

 

Total Gross Demand

1,248

     

 

1,465

     

 

1,696

     

 

1,897

     

 

2,074

     

 

Screen Number 4 - Less Increases Due to Competitive Additions in Market

3

Assumed Increase in Planned/Proposed ILF Units

187

        

 

334

        

 

503

        

 

693

        

 

900

        

 

Total Net Demand

1,061

     

 

1,131

     

 

1,192

     

 

1,204

     

 

1,174

     

 

Screen Number 5 - Penetration Potential of Primary Marketing Area

4

Total Potential

159

        

 

286

        

 

387

        

 

463

        

 

519

        

 

Screen Number 6 - Potential Facility Sales Pool Quantification

Annual Facility Sales Potential if Primary Market is 80% of Pool

199

        

 

358

        

 

484

        

 

579

        

 

649

        

 

Annual Facility Sales Potential if Primary Market is 85% of Pool

187

        

 

337

        

 

455

        

 

545

        

 

610

        

 

Annual Facility Sales Potential if Primary Market is 90% of Pool

177

        

 

318

        

 

430

        

 

515

        

 

577

        

 

Annual Facility Sales Potential if Primary Market is 95% of Pool

168

        

 

301

        

 

407

        

 

488

        

 

546

        

 

END OF REPORT...

Notes:

1 - Estimates and projections of households are for those householders living in the community and not in Other, Institutionalized or Group Quarters.

2 - IADL disability rate provided by 

Health Data on Older Americans: United States, 1992

 and provides the rate for cohorts reporting difficulty with help received for 2 or more IADL's.

3 - Empirical assumption of 15% supply increase is increased by 10% for each year of the Forecast Period on a cumulative basis.

4 - Penetration Rate is an empirical assumption (15%) and is degraded by 25% for subsequent years of the Forecast Period.

Entry Fee Senior Housing Demand Analysis - Independent Living Unit Class


Exhibit 11: Reconciled Rental ILF New Construction Demand Analysis
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Forecast of Net Buildable Demand

San Antonio, TX - MSA Level Analysis

N/A Site

Period Ending:

Dec-01

Dec-02

Dec-03

Dec-04

Dec-05

Screen Number 1 - Age & Income Qualified Households in Primary Marketing Area

1

Non-Institutionalized Age 65+ Households w/Incomes Above $35,000 Per Annum

Total Age 65 - 74

21,968

   

 

22,951

   

 

23,934

   

 

24,917

   

 

25,898

   

 

Total Age 75+

10,705

   

 

11,652

   

 

12,599

   

 

13,546

   

 

14,493

   

 

Total Pool of Age/Income Qualified Cohorts

32,673

   

 

34,603

   

 

36,533

   

 

38,463

   

 

40,391

   

 

Screen Number 2 - IADL Disability/Age/Income Qualified Households in Primary Marketing Area

2

Statistical Likelihood for Age Group w/Difficulty & Help Received for 2+ IADL's Per Day

Age 65 - 74: 6.6%

1,450

     

 

1,515

     

 

1,580

     

 

1,645

     

 

1,709

     

 

Age 75+: 20.7%

2,216

     

 

2,412

     

 

2,608

     

 

2,804

     

 

3,000

     

 

Total Qualified Cohorts (Gross Demand)

3,666

     

 

3,927

     

 

4,188

     

 

4,449

     

 

4,709

     

 

Screen Number 3 - Increases Due to Adult Children Referrals - Secondary Marketing Area

Total Age 45 -54 w/Incomes Above $50K

53,819

   

 

57,240

   

 

60,661

   

 

64,082

   

 

67,503

   

 

Total Age 55 -64 w/Incomes Above $50K

29,915

   

 

32,212

   

 

34,509

   

 

36,806

   

 

39,103

   

 

Total Adult Children

83,734

   

 

89,452

   

 

95,170

   

 

100,888

 

 

106,606

 

 

Assumed Increase Due to Adult Children @ 1.5% of Adult Children Basis

Total Increase

2,112

     

 

2,867

     

 

3,670

     

 

4,308

     

 

4,814

     

 

Total Gross Demand

5,778

     

 

6,794

     

 

7,858

     

 

8,757

     

 

9,524

     

 

Screen Number 4 - Less Increases Due to Competitive Additions in Market

3

Assumed Increase in Planned/Proposed ILF Units

867

        

 

1,546

     

 

2,332

     

 

3,208

     

 

4,160

     

 

Total Net Demand

4,911

     

 

5,248

     

 

5,526

     

 

5,549

     

 

5,364

     

 

Screen Number 5 - Penetration Potential of Primary Marketing Area

4

Total Potential

737

        

 

1,327

     

 

1,793

     

 

2,144

     

 

2,399

     

 

Screen Number 6 - Potential Facility Sales Pool Quantification

Annual Facility Sales Potential if Primary Market is 80% of Pool

921

        

 

1,659

     

 

2,242

     

 

2,681

     

 

2,999

     

 

Annual Facility Sales Potential if Primary Market is 85% of Pool

867

        

 

1,561

     

 

2,110

     

 

2,523

     

 

2,822

     

 

Annual Facility Sales Potential if Primary Market is 90% of Pool

819

        

 

1,475

     

 

1,993

     

 

2,383

     

 

2,666

     

 

Annual Facility Sales Potential if Primary Market is 95% of Pool

775

        

 

1,397

     

 

1,888

     

 

2,257

     

 

2,525

     

 

END OF REPORT...

Notes:

1 - Estimates and projections of households are for those householders living in the community and not in Other, Institutionalized or Group Quarters.

2 - IADL disability rate provided by 

Health Data on Older Americans: United States, 1992

 and provides the rate for cohorts reporting difficulty with help received for 2 or more IADL's.

3 - Empirical assumption of 15% supply increase is increased by 10% for each year of the Forecast Period on a cumulative basis.

4 - Penetration Rate is an empirical assumption (15%) and is degraded by 25% for subsequent years of the Forecast Period.

Senior Housing Demand Analysis - Independent Living Unit Class


Exhibit 12: Reconciled Rental ALCF New Construction Demand Analysis
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Forecast of Net Buildable Demand

San Antonio, TX - MSA Level Radius Analysis

N/A Site

Period Ending:

Dec-01

Dec-02

Dec-03

Dec-04

Dec-05

Screen Number 1 - Age & Income Qualified Households in Primary Marketing Area

1

Non-Institutionalized Households w/Incomes Above $35,000 Per Annum

Total Age 75+

10,706

   

 

11,653

   

 

12,600

   

 

13,547

   

 

14,493

   

 

Screen Number 2 - ADL Disability/Age/Income Qualified Households in Primary Marketing Area

2

Statistical Likelihood for Age Group - 15.7%.

Total Cohorts

1,681

     

 

1,830

     

 

1,978

     

 

2,127

     

 

2,275

     

 

Screen Number 3 - Increases Due to Adult Children Referrals - Secondary Marketing Area

Total Age 45 -54 w/Incomes Above $50K

53,819

   

 

57,240

   

 

60,661

   

 

64,082

   

 

67,503

   

 

Total Age 55 -64 w/Incomes Above $50K

29,915

   

 

32,212

   

 

34,509

   

 

36,806

   

 

39,103

   

 

Total Adult Children

83,734

   

 

89,452

   

 

95,170

   

 

100,888

 

 

106,606

 

 

Assumed Increase Due to Adult Children @ 1.5% of Adult Children Basis

Total Increase

2,112

     

 

2,867

     

 

3,670

     

 

4,308

     

 

4,814

     

 

Total Gross Demand

3,793

     

 

4,697

     

 

5,648

     

 

6,435

     

 

7,089

     

 

Screen Number 4 - Less Increases Due to Competitive Additions in Market

3

Increase in Planned/Proposed ALCF Units

569

        

 

1,039

     

 

1,603

     

 

2,247

     

 

2,956

     

 

Total Net Demand

3,224

     

 

3,658

     

 

4,045

     

 

4,188

     

 

4,133

     

 

Screen Number 5 - Penetration Potential of Primary Marketing Area

4

Total Potential

484

        

 

895

        

 

1,236

     

 

1,501

     

 

1,698

     

 

Screen Number 6 - Potential Facility Size Quantification

Facility Size if Max. Operating Occupancy is 80%

605

        

 

1,119

     

 

1,546

     

 

1,877

     

 

2,122

     

 

Facility Size if Max. Operating Occupancy is 85%

569

        

 

1,053

     

 

1,455

     

 

1,766

     

 

1,997

     

 

Facility Size if Max. Operating Occupancy is 90%

537

        

 

995

        

 

1,374

     

 

1,668

     

 

1,886

     

 

Facility Size if Max. Operating Occupancy is 95%

509

        

 

942

        

 

1,302

     

 

1,581

     

 

1,787

     

 

END OF REPORT...

Notes:

1 - Estimates and projections of households are for those householders living in the community and not in Other, Institutionalized or Group Quarters.

2 - ADL disability rate provided by 

Health Data on Older Americans: United States, 1992

 and provides the rate for cohots reporting difficulty with help received for 2 or more ADL's..

3 - The Analysis assumes an initial penetration of 15% of Gross Demand by other competing entities.  This is then increased by an empirically assumed 10% per annum for each year of the Forecast Period.

4 - Penetration Rate is an empirical assumption (15%) and is degraded by 25% for subsequent years of the Forecast Period.

Senior Housing Demand Analysis - Assisted Living Unit Class


Exhibit 13: Reconciled Rental ALZ/ALCF New Construction Demand Analysis
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Forecast of Net Buildable Demand

San Antonio, TX - MSA Level Analysis

N/A Site

Period Ending:

Dec-01

Dec-02

Dec-03

Dec-04

Dec-05

Screen Number 1 - Age & Income Qualified Households in Primary Marketing Area

1

Non-Institutionalized Households w/Incomes Above $35,000 Per Annum

Total Age 75+

10,706

   

 

11,653

   

 

12,600

   

 

13,547

   

 

14,493

   

 

Screen Number 2 - Heavy Dementia/Age/Income Qualified Households in Primary Marketing Area

2

Statistical Likelihood for Age Group - 18.4%.

Total Cohorts

1,970

     

 

2,144

     

 

2,318

     

 

2,493

     

 

2,667

     

 

Screen Number 3 - Increases Due to Adult Children Referrals - Secondary Marketing Area

Total Age 45 -54 w/Incomes Above $50K

53,819

   

 

57,240

   

 

60,661

   

 

64,082

   

 

67,503

   

 

Total Age 55 -64 w/Incomes Above $50K

29,915

   

 

32,212

   

 

34,509

   

 

36,806

   

 

39,103

   

 

Total Adult Children

83,734

   

 

89,452

   

 

95,170

   

 

100,888

 

 

106,606

 

 

Assumed Increase Due to Adult Children @ 1.5% of Adult Children Basis

Total Increase

2,112

     

 

2,867

     

 

3,670

     

 

4,308

     

 

4,814

     

 

Total Gross Demand

4,082

     

 

5,011

     

 

5,988

     

 

6,801

     

 

7,481

     

 

Screen Number 4 - Less Increases Due to Competitive Additions in Market

3

Increase in Planned/Proposed ALZ/ALCF Units

612

        

 

1,113

     

 

1,712

     

 

2,392

     

 

3,141

     

 

Total Net Demand

3,470

     

 

3,898

     

 

4,276

     

 

4,409

     

 

4,341

     

 

Screen Number 5 - Penetration Potential of Primary Marketing Area

4

Total Maximum Penetration Potential

520

        

 

537

        

 

576

        

 

602

        

 

607

        

 

Screen Number 6 - Potential Facility Size Quantification

Facility Size if Max. Operating Occupancy is 80%

651

        

 

671

        

 

719

        

 

753

        

 

759

        

 

Facility Size if Max. Operating Occupancy is 85%

612

        

 

632

        

 

677

        

 

709

        

 

714

        

 

Facility Size if Max. Operating Occupancy is 90%

578

        

 

597

        

 

640

        

 

669

        

 

675

        

 

Facility Size if Max. Operating Occupancy is 95%

548

        

 

565

        

 

606

        

 

634

        

 

639

        

 

END OF REPORT...

Notes:

1 - Estimates and projections of households are for those householders living in the community and not in Other, Institutionalized or Group Quarters.

2 - Alzheimer's disability rate is sourced from Harvard Medical School/Rush University Study, JAMA, May, 1995.

3 - The bed supply increase is based upon an empirically assumed initial year 15% reduction that is increased by 10% for each year of the Forecast Period on a cumulative basis.

4 - Penetration Rate is an empirical assumption (15%) and is degraded by 25% for subsequent years of the Forecast Period.

Senior Housing Demand Analysis - Alzheimer's Assisted Living Unit Class


Conclusions Pertaining to Commercial Market Potential of Subject Area

The following conclusions relative to the other commercial components of the Owner’s Program are suggested:

1. There is support for the construction of a 500 key hotel in accordance with the Owner’s Program Resort Hotel Concept.  A conservative analysis would indicate a loss leader rate of $99.00 per night would be acceptable in this market, with an upper range of approximately $275 to $300 per night.  

2. The latest analysis of the North Central sub-market finds an additional 923,000 square feet of construction have been added to the inventory, bringing the overall vacancy rate of the this sub-market to over 11%.  Rent support remains strong within the sub-market with an average rent of $20.17 per square foot for newly constructed projects.

3. The commercial office market should remain stable with an average vacancy rate in the mid eleven percent range (11.4% to 11.6%) over the Forecast Period.  There is definitive evidence supporting an assignable basis of approximately $18.55 per square foot for the medical office building and the various offices of the Company within the marketing area.

4. Expenditures for the visitors of the festival area should exceed $60 per person, per day on the property based upon historical results.  The number of visitors should exceed 850,000 per annum by the end of the Forecast Period.  The average party would be of 2.5 persons and 84% of these persons would be seeking overnight accommodations.  Beyond the initial Forecast Period, this indicates there will be a strong demand for additional hotel room construction.
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� - Prepared in association with First Principal Royalty Corporation, using copyrighted materials of First Principal Royalty Corporation by permission.  


�  - Search engines included Dogpile, AltaVista, Excite, Yahoo, DirectHit, Open Directory, Lycos, AOL, Fast/All The Web and Googlebot.


�  - San Antonio Visitor Intercept Research & Economic Impact Analysis by McNabb, McNabb, DeSoto, Salter & Co., 1997.


� Ibid.


� - This serves to alter the initial Economic Impact Analysis supposition created in Volume I.  This will be reconciled in Chapter III.
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