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The following is a summary of our research, findings and conclusions.  

Barbados Tourism and Travel 

� Economy: Barbados has a solid economy based on tourism, business/financial services and trade, 
and the nation is one of the most prosperous in the Americas, behind Canada and the US. The 
island’s stable government and regulatory framework are conducive to tourism development, and 
it ranks third in the region on World Economic Forum’s Travel and Tourism Competitiveness 
rankings. 

� Visitation and Spending: Visitor arrivals to Barbados had grown from 2000 until the financial 
crisis in 2008. Growth in cruise arrivals began in 2009, as the cruise industry’s all-inclusive value 
proposition appealed to beleaguered household purses.  As for stayover arrivals, the improvement 
in 2010 has continued with year-to-date growth of 7.4%. Expenditures have also shown 
improvement from 2010 after dipping in 2009. 

� Visitor Profile: Whereas many islands in the Caribbean rely on the US for the bulk of their 
visitation, Barbados receives more visitors from Europe than any other region, the bulk of these 
Europeans being from the UK.  The nation has a heritage of being the getaway for wealthy (and 
aspiring wealthy) Britons. The bulk of visitors to the island come for leisure, attracted by the 
nation’s warm weather, beauty and activities.  Because of this, visitation tends to be seasonal, 
though not as pronounced as other Caribbean destinations. 

� Outlook: The outlook for tourism in Barbados is promising with tourism flows from North 
America increasing.  Local tourism outfits and the government have also made efforts to increase 
the island’s groups and conventions business. The airlift to Barbados is superior to most other 
Caribbean destinations, with numerous international and regional flights. The airport has also 
recently begun receiving a flight from São Paulo. Downside risks include rising fuel costs and 
worldwide economic uncertainty. 

Lodging Market 

� Barbados: Much of the lodging product in Barbados is older product, and reinvestment in hotels 
has not been systematic, leaving most product in adequate, but uninspiring condition. Given the 
poor quality of much of the product on the island, it is surprising to see Average Daily Rates 
(ADR) in the $400 range. The Sandy Lane, arguably Barbados’ most well-known hotel, is the 
only property on the island with the luxury positioning to compete with the Subject. The financial 
details of this property are notoriously difficult to obtain, and it is therefore more meaningful to 
look at competitive properties in the Caribbean. 

� Caribbean: Lodging performance in the Caribbean region worsened in 2008 and 2009, with 2009 
Revenue per Available Room (“RevPAR”) ending at $95.03, 24.5% below that of 2007. Recent 
performance however indicates that the region has begun to improve from its 2009 lows. 
RevPAR grew 3.8% in 2010 and has posted a further 3.0% growth year-to-date. JLLH expects the 
region to continue its moderate recovery, led by an improvement in occupancy. 

� Luxury Market: JLLH used a Smith Travel Research (“STR”) report to analyze Caribbean’s 
luxury hotel segment.  We reviewed the top line performance of a sample of Caribbean luxury 
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project (nine properties) where were thought to be competitors of the Subject.  While occupancy 
has been hovering around 70% in prior years, it dropped to 58% in 2009 at the height of the 
economic crisis.  And while 2010 occupancy figures did not reflect much improvement, JLLH 
believes the bottom has been reached.  On the other hand, Average Daily Rate (“ADR”) for the 
same competitive set has held up remarkably well when compared to other sectors in the market.  
While rate declined 5.5% in 2009 to $818, it rebounded in 2010 to $860, recovering all the 
ground lost during the recession.  Year to date figures for 2011 show a continuation of this trend 
with YTD ADR for September ahead by 7.9% over the same period last year.  In all likelihood, 
final ADR for 2011 will be the highest ever recorded for the competitive set, in excess of $900.  
As a result, we believe the competitive set’s RevPAR will increase at a moderate pace as 
occupancy recovers, especially considering the scarcity of viable projects due to be developed 
over the next few years. 

Subject Performance Outlook 

Unless otherwise stated, all values are in 2011 US$ upon stabilization. 

� Rooms: Using the luxury competitive set of hotels, JLLH projected performance for the 
competitive market from 2011 to 2020. According to Aecom’s projections, the Subject would 
over-penetrate JLLH’s top-line forecast by 1.05x in terms of occupancy and 1.10x in terms of 
ADR for a total RevPAR penetration of 1.16x.  Given the quality and branding of the Subject, 
Aecom’s projected performance appears to be reasonable and achievable. 

� Food and Beverage: Due to Barbados’ relatively robust restaurant scene, combined with longer 
average stays than many Caribbean destinations, JLLH feels that Aecom’s capture rate of hotel 
guests is high. However, this is offset by the fact that Aecom’s F&B projections do not appear to 
specifically address outside visitation, which would certainly compose a material portion of the 
Subject’s F&B demand. Considering these two observations, JLLH believes that the F&B spend 
at the Subject could be higher than Aecom’s projection. 

� Spa: In terms of Spa performance, Aecom’s projections came in higher than our competitive spa 
hotels on a per occupied room (“POR”) basis. This discrepancy can be explained by the fact that 
the Subject’s 14 treatment room facility is larger than the average facility in our competitive 
group (which averaged 8.6 treatment rooms).  Without having specifically analyzed Barbados’ 
spa market, JLLH believes that Aecom’s Spa department revenues may be slightly conservative 
for the size of the facility and positioning of the property. Additionally, JLLH feels the spa’s 
expense margins will be closer to the Comparable Properties, around 70%, rather than the 75% 
contemplated in the feasibility study.  

� Rentals and Minor Operating Departments (“MODs”): The comparable properties which we 
analyzed have significantly higher revenues in these departments. JLLH estimates that revenue 
would amount to $75-$100 POR, compared with Aecom’s estimate of $45.66. Additionally, 
JLLH believes the expense margin of these combined departments would be higher than that 
forecast in the study. 

� Undistributed Expenses: Aecom’s pro forma undistributed expenses seemed to be in line with 
comparable properties in the region.  Note however that subsequent to Aecom’s report, the 
developer of the Subject has indicated an investment will be made in a co-generation utility plant 
which is expected to reduce the overall resort’s energy consumption cost. 
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� Management Fees and Fixed Expenses: Although the base management fee was market based, 
the incentive fee was higher than the competitive properties. In terms of an FF&E reserve, 
Aecom’s 5.0% of revenues estimate, while higher than the competitive properties, is more in line 
with actual costs of updating furniture, fixtures and equipment particularly considering this is a 
beachfront Caribbean resort.  However, the Four Seasons management contract calls for a reserve 
equal to 4.0% of total revenues. 
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Subject Hotel Operating Conclusion 
Below is a summary of Aecom’s projections along with the changes noted by JLLH. Note that Aecom’s 
projections stabilize in Year 5 (2019) while JLLH has assumed the hotel reaches operational equilibrium 
in four years (2018).  Likewise, Aecom has assumed an overall inflation rate of 2.5% vs. 3.0% by JLLH. 

Four Seasons Barbados - Aecom vs. JLLH Proformas
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The difference in the two projections amounts to $1,022,000 of Net operating Income or 8.8% in favor of 
JLLH’s Base Scenario. Total revenue is higher under JLLH’s estimate due to the slightly higher ADR 
(+2.9%), which as will be noted later in this report, is a function of the projected performance of the 
competitive set of hotel property that was selected and the Subject’s expected penetration.  Likewise, 
JLLH has projected more revenue in non-room departments.  A higher departmental expense structure 
under JLLH is offset by a more efficient energy system and a lower replacement reserve as called for 
under the Four Seasons Management Agreement.  Nevertheless, the resulting operating margin of 29% is 
the same under both scenarios. 

Condominium Managed Lodging 
Based on our conversations with the Developer and Four Seasons, the programming of the residential 
component of the Project is still being defined. As this programming, to a large extent, dictates the rental 
pool fundamentals, it is difficult to project this component’s performance. However, subsequent to the 
original mandate for this assignment, JLLH was presented by high level residential programming, which 
JLLH used to estimate the performance of this operation the details of which are presented as an 
addendum to this report. 

Below is a summary of Aecom’s projections for the residential rental program as well as an estimate 
prepared by JLLH.  Note that Aecom has assumed an overall inflation rate of 2.5% vs. 3.0% by JLLH. 
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The substantial difference in NOI is primarily attributable to an increase in the assumed number of total 
for sale units. Units counts were provided by to JLLH by the Developer.  On a PAR basis, the NOI under 
the two scenarios is materially the same.  There are, however, a few notable differences. 

� Although both Aecom and JLLH assumed the same participation rate and owner usage days, 
JLLH’s model assumes a lower occupancy of 20% (versus Aecom’s 30%), as is consistent with 
other branded residential rental programs in the Caribbean. 

� JLLH attributed a 3.5x ADR premium to the residential product based on other similar 
operations, and discussions with Four Seasons, which experiences similar premiums for the 
branded residential product it manages.  Aecom had used a slightly lower 2.3x premium for the 
residential product. 

� JLLH used a slightly lower expense margin of 17% (compared to Aecom’s 20%), allocated 
between Rooms Department and SG&A. 
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� The Incentive Management Fee as calculated by JLLH is based on the AGOP (GOP less Base 
Management Fee) of the total operation of the rental program. Aecom’s Incentive Management 
Fee seems to be based on the AGOP net of disbursements to unit owners. Typically, owner 
disbursements are not subtracted before calculating management fees. 

Economic Impact 

In order to assess the economic impact of the Subject, JLLH used multipliers for job creation and GDP 
contribution to ascertain the hotel’s direct, indirect and induced impact. 

� Employment: According to Four Seasons, the Subject would likely employ 275 people. 
According to the World Travel & Tourism Council’s research, the job multiplier for Barbados’ 
tourism sector amounts to 2.18. That is to say for every direct job created, 2.18 indirect and 
induced jobs are created. Therefore, the indirect and induced job created for the Subject is around 
600 jobs, for a total job contribution of 875.  Note that this analysis is specific to the hotel 
operation and does not take into account the impact on employment of the residential component 
of the resort. 

� GDP: For direct GDP contribution, JLLH assumed that specific items in the Four Seasons 
Barbados financial statement, as prepared by Aecom, would directly contribute to the country’s 
GDP.  These items included direct payroll, undistributed operating expenses and 40% of the Cost 
of Goods Sold. In 2015, this total amounted to $18.8m.  Using a similar methodology as above, 
JLLH calculated the indirect and induced GDP contribution to be $43.6m, for a total GDP 
contribution in 2015 of $62.4m. 


