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Guam Economic Development Authorty/Depariment of Chamorro Affalrs is interested inon
environmentaly, sociolly, and financially responsible development program for the Gudhan
Museumn. The museum project will be on important addition 1o the overall revitalization program
for Guom fourism, The museum is infended 1o provide o year-round complex, with ¢ wide range
of historic ond culiural interpreiation aclivities, and a quality of development that would place i}

as o key Guom aiiracihion.

Bringing fogether a codlifion of leaders from cultural, envionmentol and edycation nstitutions
on Guam, the museum will provide o focal point and goteway for residents and fourisis o
cppreciote and experience Guom's history, culiure, ond environment., [T wilt focus on
incorporating the ideals and spirit of Chamono cuthure, with a special amphasis on leaming,
interpretation, public participation and the credtive process. Exhibitry will have broad content
and emphasize parficipotion and interaction techniques to help visitors discover or enhonce
their apprecialion of Guam and sfimulate personal crealivity. Events, chonging exthibils, and
speciol themes will renew the excitement and freshness of the Gudhan Museum on ¢ Fagular

basis,

Appropricte merchondise will be available and o special evenfs areg will provide space for
catered midday and svening dining. The use of compuiers and mulfimedia fechnology to
aliow individuai investigotion/ expression of pariicular themes or exhibifs will also enhance
interprefation. It is intended thot the project will provide an opporfunity fo combine the great
storiss and history of Guam with advanced copabililies in exhibilry, soffware and special effects.
We believe the project as conceived will ind o very responsive market,

Proposed o non-profit organization, the Gudhan Museum will not compeie with existing Guam
merchants and attraciions but rather serve as o coialyst fo draw more residents and visitors fo
the island. The non-profit mechanism is spacifically designed fo encourage volupieerism,
communily cuireach, and the involvement of locat school sysiems. The museum is designed 1o
be o regional asset thot will have ¢ sense of ownership by the Charnorro people and off Guam
residenis.  One only has 1o look of other successiul museums o see that crealing such a
consiffuency is beneficial to the project and the surrounding area and is also the most financially

susiainable approach,

Following this brief infroduction is an Bxecutive Summary. Section If evaluates the concept for
the project and site location considerations. Section il presents o review of available markels
including resident and tourist markets and an analysis of potential project componenis. The
market and econoimic pofential for the overall project is surnmarized in Section IV,
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Bringing fogether a coalition of leaders from culiurgl, environmentol and education insfitutions
on Guam, the museum will provide a focal point and goteway for residents and fourisis o
appreciate ond experience Guam's hisfory, culiure, ond environmeni. I will focus on
incorporaiing the ideals and spidt of Chomorro culiure, with a special emphasis on learming,

inferpretarion, public participation and the creative process.

The concept for the Guahan Museum is 10 creale ¢ destination museum, offrackion, ond
education resource offering o veriety of ociivities, exhibils, and retail features that reflect
Guam’s history, culiure, and environmeni. The museum is designed o cppedat o boh Guam
residents and visitors. The scope of the museum should address the under representation of
culturgl atiractions in the Guam towlsm product and esioblish the museum as an imporiant

desiination for Guam ond the Maorionos region,

The Skinner Ploza site is well known to e regional population and is within walking disiance of
many businesses, ond govermnment offices. it is on the exsting Tour routes of many of the Guom
four operators and there ore o number of complementary atiractions and historical venues In

the areq.

Visttation fo the Gudhan Museum will be derived from residents of the areg and overnight
fourists to Guam. The overall market for ihe Gudhan Museum includes g Guam fesident
population of aibout 165,000, an expanding population of an estimated 55,000 mifitary persornnel
and their formilies, and a tourist market of over 1.2 miliion visitors, primarily from Japon

in 2012, joursm growih in Asig and the Facific averaged 7%. Guam foudsm olso grew
substantially {+ 5.8%) fom 2011 1o 20712 comresponding with improvement in e economy of His
main morket, Jopon, ond increcsed penefrotion of growing markeis, porficularly Korea and
gregiar China, In the longer ferm, however, toursm to Guam is just refuming fo visifor levels

recched in the 2004/5 penod.

It is o generdl frend within the fourisim indusiry thot new lourlsis wonf to be Involved - jo leom
new expetiences, to Inferact wih the communily. and fo feam cbouf and oppreciaie ihe
destination af more fhan o superficlel level. This Is the opporiunlly offered by the Gudhan
Museum, Nearly holf (41%) of Japanese jourlsts provided postiive responses when asked aboul
poteniial culivral cclivities on Guam. Discussions with the principal inbound Japanese jour
opergior on Guam confirmed thot the museum wouid be o very giiractive destination for their

cusiorners.
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Whereas there ore no comparable culivral attractions in Guam and the Northem Mananas,
there are some parliculary relevant examples in the Asig-Pacific region. These inclucge the Te
Papc museum in New Zealand and the Bishop Museurn in Honoluly. Te Papa receives over d
miflion visitors o year, ond visitation 1o the Bishop Museum is aboui 355.000.

The overall penetration rate for culivral activifies in Howail with Joponese visitors is around 70%
up from just under 50% in 2005 ond for museurns/ art golieries, from 8% o 17%, depending on
market segment. The market segmenis mosi aftracted fo culiural activifies are the micdie oge
and senior segments, while the lowest peneiration is with the youth market. Considering ihai the
Guom market has reporiedly lost iis appeal To many middle aged and senior fravelers {ond
increcsed ifs proportion of younger visitors), the lack of cuttural attraciions and & guclity museum
miay be a conirbuiing factor to that shifi. Based on the Howdll experience of museum visitation
by Jopanese visitors, ¢ penetration rate of 9% 1o 15% couid be expecied for o oy museum
project on Guam, This is consistent with the opinions expressed by Guom's principadl inbound

ToUr operaior.

The Gudhon Museum projeci combines o superior focation with a well thought out porirayal of
the history and potentiol of Guam and its Chamono herifage.  This mix cracies o song
destination suited to the morket and the role of the Plaza de Espaiio areo as o gaihering place
for both residents and foursts.  Annual visitation to the Gudhan Museum s forecast of
approximeately 215,000, This is based on o pensfrofion rafe of 15% of the local market and
around 9% of the Japanese tourisis. While the visitation is primarily {77%] tourists since they moke
up the grealest share of the underlying market, it is exiremely important that the museum is
afiraciive and o source of prde to Guamanians, their visifing friends and relafives, and helos
incduce visits by other islanders of Chamorro herfage. Approximately 5,000 schoo!l children from

Gucim will visit the museum annually.

The recommended odmission price fo the Gudhon Museurm is $20 for adulis ond $15 for seniors
and youth, As g practicol matier, the published fare is o bit misleading in a tour operaior criven
destination such as Guam. In such on environmeni it & very common thaf aifractions ond
museums offer subsionticl discounts through promotional pariners and/ or tour operators. This is
parlicularly frue in Guam where tour operators roufinely receive o 30% to 40% rebote on the
published fare for afiractions os well s for shows and dinner enteridinment. Annual
memberships will be available for $30 for an adult membership and $100 and up for supporting

mambers of the museum,

Estimated annual spending on admissions, museum shop retail, and special exhibitions is hust
under $3.2 milion. After deducting for costs of goods sold In the retoil shop ond fees for puting
oh or renting special exhilbliions, the net revenue from museum visitor spending is $2.8 milion
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Supporiing revenues for mussum operations con olso be generoted rom the rentd of reiall,
food and beverage, and office space as well as o speciolly leasing program {carts and kiosks}
In the Skinner Ploza and surrounding arecs, Given the popularity of weddings and honeymoon
fravel fo Guam, ¢ wedding venue could dlse be included. The current program doss not

inciude these poteniicl revenue generaiing elements.

Combining museum admission revenuss with other income provides total operdling funds of
about $3.9 milion. This Includes approximately $300,000 from special events, fundrgisers
(inciuding two major Gudhan Museum fund raising evenis), and focilify renfols for groups,
conveniions, and social gatherings. Hoving o special event venue such as the Guéhan Museurm
should be particulordy atiractive 1o corporafe incentive fravel groups, and halp bring back this
ucrafive markel. Ongoing corporgie and public sponsorship, licensing ond extemal/intemet
sales are targeted fo bring In another $370,000 in revenue. Nearly ol museums also receive and
rely on some level of on-going govemment and indusiry support and specialized 1ox revenues
and/or appropriations; however, we have not included on allowonce from these sources.

Tofal operating cosis are $2.64 million, including o siaf of 30 museum emplovees. The operating
cost rafios are $12 per altendes, $80 per square fool, and $88,000 per emplovee, which ore

consistent with o qudlity museum experience.

Estimated consiruction and site development costs are $22.4 milion. These cost estimales are
subfect o change based upon final development pions and other project agreements.

Estimaies for fit outs of exhibit and interior spaces are an additiona $3.5 million. Soft cosis which
include architecture ond design fees, organizafional expenses and permifiing/ inspection/
construction management fees are estimated of just over $7 million. These allowances lead o o
toiat project cost of $26.6 milion. The averoge improvement cost is $79¢ per net square fool,
which Is again consistent with a quality museum experience.

The model assumes that project planning and permifting will occur In 2012 through 2014, and
building construction occurs during 2013 and 2014, The project should open in ectly 2015,

The project’s overdll development cost is $26,6 milion, and this capital cost will be funded
through o varlety of sources,

e  MOT Bond proceeds of $27 milion.
e Approdmately $2 milion is fo be raised over iwo years in the form of individuct

confriibutions, corporate grants and sponsorship offsels.
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with these capital sources, there s sufficient opstaling revenue 1o support the consfruction of
the project and provide for a reasonable cash surplus.

The sequence of funding shows detailed planning and consiruction starts in 2013, at which time
initicl funds from the HOT Bonds were available. After operating expenses, the Gudhan Museum
project has sufiicient posiiive cash flow fo provide for a 5% reinvestment cllowance plus an
ongoing endowrment to support the program expansion and culreach services of the museum.
In 2025, the torget is to have o $7.7 milion endowrment that provides for confingencies os well as
on ongoing siream of invesimeni income 10 support operations.  Considerng the historical
voloiliity of the Guam visitor industry as well as the US military presence, we see this endowment
as an integral part of sound finonciol planning for the Gudhan Museum,

Further financial analysis shows that the Gudhon Mussum could sustain ¢ 20% shortiadl in
aftendaonce and other revenues and siill break even.
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The concepl for the Gudhon Museum is 1o creaie a destination museum, affraction, and
education resource offering o vatiety of oclivities, exhibits, and refall features thai reflect
Guam's history, cutiure, and environmeni. The museumn is designed to appeal 1o both Guam
residents and visitors. The scope of the museum should address the under represeniation of
cultural atiractions in the Guam tourlsm product and establish the museum Gs an imponant

destination for Guam and the Marionas region.

The Guom Museum site is in the capital city of Hogéifio along the moin sireet of Chalan Santo
Papa. It is located in Sidnner Plaza, adjacent 1o the Ploza de Fspaha, which will be the canter of
the revifdlization of Hogéifia, The Plaza de Fspofia is currently undergoing restoraiion and the

museum will be an integral part of this rebirih.

In the immediale area are the Dulce Nombre de Moria Cathedral Basifica, the Chamoro
village, Latte Stone Park and the Guom Legislature Building. These sites are well known fo the
regional population ond ol wel within walking disiance of the Gudhan Museum. The historicol
distiict of Hagding is on existing tour routes for most if not dll four operafors, The Hogdiha
Heritage Walking Trail mop on the opposite page provides ¢ siriking example of the mony visitor
sites in proximity o the Skinner Piozo/ Plazo de Espofia orea.
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i is our experience that g successiul development program must, In the long run, hove ¢ very
cleor focus In fermns of market identity and competitive position. In mony deveiopment planning
axercises, the result is offen bosed on detdiled analyses of the exsting sifuation. These plans
iend 1o be sirong on onalysis and wealk on vision. The Gudhon Museurn approach i 10 focus on
the appropriate role for o museum in the fulure of Guom tourism and culiural identity and for
that vision 1o be continually refined throughout the planning ond devealopment process.

The development program is being guided by a continuous focus on such fundamental Issues
is:

How can the development strategy reinforce frestore the Hagdifio historical dlisfiict 05
cenier of foursrm activily in the region®

How can the development program create value during weekdays and weekends, day
ond night, and during periods of bad weathsr?

How con the development program improve market gwareness of Guom as a prefered
fourism destination ond goteway 1o the cullurgl and environmenial resources of the
region?

How can the developmeni program improve market oworeness of the Hagdifia
historical district os o prefered gothering place for regional residents and school
chitdren?

How can the development program encourage the use of the facility by the manomko’
{elders) as a gathering ploce {o record and document their recolleciion of history.

How con the development program encourgge and incregse opporfunifies for locolly
owned and operated small businesses?

How can the development program of the Gudhon Museum improve the value of the
overall area for other businesses and local employess?

How can the development program bring in high value tourists that fravel 1o expetience
cultural focilities and attend evenisg

what kind of development program s finoncially responsible and still meets the above
obleciives?

We suggest that the Gudhon Museum’s competitive posiiion is 1o be the voice of Guam history,
culture preservation. and susiaingble development. It will be a gathering place for visifors to
Guam and residenis of the region o leam obout, appreciate, and be enisriained by what

should be o magnificent resource.
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Gudhor Museum Exhibitry ond Atiractions

o Focal Point Afiraction
® interactive exhibiis
Special Events

8 Special evenis, performances, seasonal celebrations, ond demonsiraiions moke
the Gudhan Museum o commurity asse! that encourages repeot visitalion.
Chstreach and Education

Incorporating technology ond communications infrastruciure support  rom
software and hordwore suppliers, the Guéhan Mussum faciiiofes intemet and
video-based oufreaeh o schook and residences os well as on fine refall and

educaiional moterdal sales,

g

Rervail
The refall component of the Gudhan Museuwm program will Include:
o Responsible reloll goods tha! focus on culfure ond envionmeniol issues and
education
] Selected croff ond specially goeds.
i3 Goliery of local o
i Tokeowoy snacks and organic foods
O Hendicrafts and custom designed goods respeciivl of the cullure ond envirenment
[} Ar evenis areo ol olfows for colered food tewvice for four grouvps ond seckal/

business group meetings,

The retall component provide will include a iradifional “museum shop” along with fragstonding
kiosks and recreation opportunities in the Skinner Plaza ond Plozg de Espofia. The grounds
should be an attractively landscoped, clean, garden environmeni with a variely of ociivity
arecs that will apoedl to both adults and children. In addifion to the opportuniiies fo resi and
relox in o vibrant and clean snvironment, the area can host special evends and o variely of

communily activities,

The climate of Guam s agreeable in all seasons, which will allow ol yeor operation with @
rhinimum of disruption due o normal weather conditions. The museurmn dssign and enliance
sequence should offer protection from the relatively frequent rain showers and shaded areas
should provide sun protection for walkways and pofio areas. The museum should also expect
that operations could be disrupted on occasion by fropical typhoons. Bullding design and cost
sstimaies need o incorporaie profeciion from typhoon winds s well as earthguakes,
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Visitation 1o the Gudhon Museurn will be derived from residents of the area and overnight
tourisis 10 Guam. The overall market for the Gudhon Museum includes a Guam resident
population of albout 170,000, an expanding population of an estimaied 30,000 military personnel
and thelr families, ond o fourist market of over 1.2 milion visifors, primeily from Jopaon.
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In 2013, there are on esfimated 160,400 e b el

residents of Guam ond the annual growih
rite has been 0.24% per yeor, By the fime of
the opening of the Gudhan Museum in 2015,
the resident morket will be approximaoiely
165,000 rasidenis boih due 1o noturgl growth
and the anticipaied jobs thot will be crected
due io the cument ond forecast US rmilitary
buiidup. In taems of relalionship fo the site,
about 75,000 persons curently reside or work
within 5 miles of the site [oreas of Agofic
Helghts, Hogdina, Sinciafia, Mongmong-Toto-
Maite, Tamuning, Barigado, Chalon Pago,
Pifl, Mofigiico, and Asan} ond another 84,000
rasicents elsewhere on Guom.

in addition to Guam residents, there is o /
subsstaniial military presence on Guam that <«,Z

e e Yl o BT

gty wbdmnee Lo

includes the soldiers and scilors themselves, o
their dependents ond privale personnel L s

under confraci. While the aclual size of the L H

Guam miliicry presence is not disclosed, 'N;M//

estimaises nui thelr populafion of around e '

30000.  This is ewscled fo increase § I gﬁﬁéj

subsiantially in the near future as the milifary
redeploys froops from other PacHic Asia bases o Guam.

in an Aprit 13, 2013 report to Congress, analyst Shifley Kon reported “that in July 2010, the US.
Noavy's joint Guam Prograom Office issued the Final Environmenial Impaoct Sfatement {EiS} on
implications of the bulldup on Guam., The deldiled study estimated ... that a fotal of 8.552
marines plus 630 Army soldiers would form the 9,182 permanent military personnel fo relocate 1o
Guam. The foial military popuiation on Guam would increase by 30,190 (including 9,182
permanent miftary personnel, 9,950 dependents, 9.222 fronsient milllory personnel, and 1,836
civilicn workers). In adclition, consiruction workers ondg others could mean ¢ iotal increase in
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population of about 79,000 af the peak in 2014, in this infifal assumplion.” Afler changes in the
Redlignment Roadmap Agreement roadmap onnouncad in Apiil 2012, the Joint Guam Program
Ofiice onnounced In October 2012 that it will prepare o Supplemenial Environmenial Impact
Statement.)  This supplemenicl Impact Report is expected 1o be completed in 2014, The
roadmap adjustmenis included reducing the originally planned relocaiion of approxmately
8,000 Marines {ond 9,000 depandenis) to o force of approdimately 5000 Marines {and 1.300
dependenis} on Guam ond will therefore require an ossessment of pofential gnvironmenial
impacts relcted to the force reduction, base and family housing, and fraining recuirements.
With these considerafions KBCG esfimoates that the military plus dependent populafion wil
increase by approdimately 25,000 o ¢ total of 55,000 in 20135, Comsfmdiom workers would add

fo theat arnount,

The demographics of the resident market, in addition to the magnitude of the population, Ol
play an imporiant role In determining potential museum poironage and admission phicing

policies.

The medion fomily income in Guam i approximately $49,263 in 2010, up 7.1% fom 2008,
Alfhough the economic wellbeing of the Guam rasident maorket s improving ond most can
afford a reasonable museum admission price, we suggest that there should be a special price
structure for Guam residenis {at 50% of tourst prices) fo encourage the broadest possible
porticipation in the museum by the Chomoro community ond other locals,

" lhge Gistibation of Suam Residents

The median oge on Guam is O young 29.6 vears, G of 100E!
with 26.8 % of the population under 15, There has, A Groun i =)
however, been o slight shift fowords on older o 94 S 26.8%
population since 2005. : w2 6] 18.9%

5 - B 42 3% FRO%
Shown i right, there I o reasonably boloncsed | B o 4 f;;g% gg’%
cistribution of the population. These oge | .. \B8sndowr] B.35% FER

demographics suggest thot the resident mcorkst s
well suifed o support a museum with educational and atfraction appedadl, with parficuior voiue

o schootl groups, seniors, and parents with children,

The potential visitor market thot Is avalloble for the Guéihan Museum toiols approximately 1.2
mifion people, ond includes the following:

s Toursts staying In hotels gnd motels
e Visttors staying ot their own or rental condominiums oandl fimeshores
e Visitors staying with fiends and relatives within the resident morkei area.
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o Milliary visitors staying on base ot military housing

Despite occasional shocks, the United Nafions specicfized ogency, the World Toudsm
Organizotion {UNWTO} reporfs that international tourist arivals have shown virtually unintenupted
growth — from 25 miilion in 1930, 1o 278 milion in 1980, 528 milion in 1995, and 1,035 milion in 2012,
Looking torward, infernational tourisi arrivals worldwide will increase by 3.3% o yeor fom 2010 o
2030 1o reach 1.8 billion by 2030 according io the UNWTO long term forecast Tourism Towards
2030, The number of internatfional towrist ammivals recorded wordwide grew by 4% in 2012 ond
axceeded 1 bifion for the first fime ever. Growih in Asio and the Pacilic averaged o 7% increcse
and is recognized as the most dynamic region, with Ching becoming the number one source

mgrket in the world.

Guam touwism olso grew substoniiofly (+10.1%) from 2011 jo 2012 comesponding with
Improvement in the economy of its main marked, Japon, and increosed penatration of growing
markets, pariculorly Korea and greater Ching {including Hong Kong and Taiwan). In the longer
term, however, toursm fo Guam is just refuming fo visiior levels reached at the fum of the

mifiennium ond in 20035,

Yeor: 2005 2011 2012

Number of Visitors: 1,227,587 1,130,858 1,244,867

in 2013 and looking forward, the industry is responding with substaniic! reinvestment in o number
of hotels. Additionally, the economies have srengthened in major source markets and the

outlook for the future is subsianiially improved.

The toble below presents the market share disidbution ond growth rates for Guamn tourlsm. As
shown, nearly 3/4 of the Guam visitors are from Japan. Visitation from Koreo  growing rapidly
{of o 13% rate} ond now represents 13% of overall visitors. The nexd mos! fmportant sources of
visitors are Taiwan, the US mainiond, ond the Marionas, We hove separately ideniified the
greater Ching region because of lis rapid growih rate (21.2% overdll and o remaorkable 44.4%
frorn the PRC). Overall, Guom is fortunate 1o have such large morkets thot can provide support

to 0 wide vanety of visitor attractions.
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Since the Japonase market is predominont, i is useful to examine their visttor characteristics and
iheir propensity 1o visit g culiural and educationat offrgetion such s the Gudhan Mussum, As
shown in Table #l - 2, the averags Jopanese visifor is quite young (less thon 30} and they are
generally on a packaged tour fraveling with fdends or family {only 1% fraveling clone}, They are
of moderate income, but good spenders, Their overall Hip expenses ore about $1,280 of which
about haif is prepoid ond half is spent on isiond. They currently come fo Guam primaitly for the
climate and beach/ watersporls activities, with imporiant submarkets targeted fo weddings and

honeymoon coupies.
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it s glso o general frend within the tourism indusiry that new tourlsis want fo be invelved - le leam
new superiences, fo nferoct with fhe communiy, and to jearmn abovl and oppreciale fhe
destination of more than o supeificial Jevel. This is the opporiunfy offered by the Gudhon
Museun and the fowlsts provided posliive responses when asked aboul poleniiod ofher aclivities
on Guams thal would interest them. Whereas the Ideg of fhe Gudhan Museum iHse¥ wae not
tesled, 41% of the toulsts In 2008 responded petilively to one or more of the cullural offrociion
suggestions and these response rafes are similar in 2012, h addiiion, mcluded In the 2012 suivey
was a question thot asked ¥ vislioss were willing to pay ¢ helel surcharge of $8 per day per reom
to help bulld @ Guam museum. The reling ronge was 1 fo 7, where 7 meant Sirongly Agree, The
mean rofing wos 3.3 {essenfially neuiral). However, 11% gove ihe ides o & or 7 rofing, which
could be considered o reasonable proxy for the percenfoge of Japanese visltors who are likety

o vistt such a focliily.

As the Gudhan Museum moves forward, it will be imporiant 1o do further market research with
the Japonese and other foursts 10 see which elements of the siory ne and potential ottractions
at the Gudhan Mussum will have the most appeol. '

KNOWLEDGE BASED CONSULTING GROUP
19 Holly Avenus, Lazkspur, CA 94939
(415) 924-6577  clivei@sboglobal et




Discussions during 2005 with the principal inbound Joponese four operator on Guam confirmed
hat the museum would be o very afiractive destingiion for thelr customers. They voluniesred
ithat o number of iheir customers have asked it tere i a museum on Guam ond that four
operciors have been waiting for such a product. They offered that the museum would be
atiractive fo 20% fo 25% of thelr middie age and senior visiiors and about 10% of younget
wavelers. They also volunieerad that there are o number of special markels such as student
tours that would neaorly all visit the museum. They confimed that o $20 walk in price would be
appropriate with o discount for the tour operaior, A paorticulorly offraciive package fof them
would be a dinner in the museum program. Priced ot $60 fo $75, this would be strongly received
and could achieve 150 fo 200 covers per night (This program, if implemenied per these
parameaters, would generate about 45,000 annual visitors 1o the museum onct $2.5 1o $3.5 million
in gross revenue for the four operator, Whereas we allow for ihis visitafion in the attendance
esiimate, any additional revenues to the museum from the food and beverage component are
not included). In preparing for the lounch of the museum, the four operaiors recommend thot
appropriate marketing materals be available of least a year in advance. This will cliow he four
operaitors to deliver the message that there is ¢ new and exciting product in Guam that thel

clients should visit,

According o surveys done in other markets, on average, 50% 1o 40% of local area households
con be expecied fo have ovemight guesis from out of town. These visifors staying with fends
and relatives tend fo siay for longer periods of fime and have a larger party skze.

Based upon this information, KBCG estimates thai by the year 2015, there will be about 100,000
visitors staying with friends and relafives on Guarmn, This markat of visifors staying with friends anc
relotives is iImportant for two reasons, ifs size and ifs fendency fo Fgger accompanying resident
visits and increase the penetration of resident morkels. For exomple, experence in ofher
markets indicates that 530% fo 70% of this market segment will be accompanied by one of more
members of thelr host househoid when they vislh an aliraction.

Whereas there are no comporable cultural atiractions in Guarm ond the Northem Mardonas,
there are some particulorly relevant examples in the Asic-Pacific region. These inclyde the Te
Popa museumn in New Zealond and the Bishop Museum in Honolulu. Several of the other Paciiic

islonds alo have museurns, including o small
musaum in Suva, Fii and the New Caledonia

museuIm,
e Papa

Te Popo, New Zedlond's new ond massive
nofonal museum, openad on 14 Fabrucry 1998,

Ten vears in ithe plonning, the finished bullding
represenied on opening day o NIF3I7 milion

£
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governimeni invesiment in culiure {US§177 milion). Te Papa is o biculiurg) museur in o country
of many culiures. This is because, regardless of the number of culiures represented, there are
ftuly only two "pariners” in the coundry known as New Zealanc: Moori, or those there by right of
first discovery ffongata whenua); and those there by right of o treaty signed with the Crown in
1840, the Treoly of Woltongi. In addition jo being biculfural, the museumn s o “forum for the
nation” for the discussion of motters periaining 1o national identity.  In addition, Te Papa i
chaorged with "changing peoples’ perceptions of museums”, and it is doing that through the
infroduction of techniques and progroms thot are new o the museum setting: *Dark rides”;
viriual reclity enferiainments; an outdoor park complefe with caving adveniures: o living
maorae” or meeling place for it culiures thot make up New Zedland.

Te Popa hos developed its exhibits and programs with issues of ideniity in mind. Conseguenily,
its coflections policies and scholarship sirategies focus on such matiers, os well.  Most of the
word identifies New Zealand s a counfty blessed with a speciacular naiurcl beauty; and many
recognize the rich herifoge of the Maort culfure, as well.  Indeed, these ore the wo key
atfractors for those infermnational guests who visit New Zeclond. Kiwis value these afiributes, as
well, and this is why they form fwo of the major portions of Te Papa's exhiblf progroms. The
museum also has exdensive golleries devoied 1o history, art and the rich diversity of Pocific
culfures which have confiibuted to the nafional ideniity of New Zealand.,

Pionning for Te Papa incomporated extensive visits 10 benchmark museums of the woild and o
picking and choosing of the best qualifies of the best. These tours fook place in the Eghties.
Following this the planning involved o comprehensive program of evaluation, visitor and market
research 1o condribute to the development of g museum and exhibiis, evenis and programs that
would create an experience thot was appedling 1o the broadest possible audience. Research
was also conducted to project total visitation o Te Papa.  Altendonce projections were, by
most peoples’ standards, quite oplimistic; Te Papa estimaied that 723,000 peopie would visl in
the first yeor of opening. Wellingion, Te Papa’s home, and the capiial of the country, claims
350,000 residents, so this was quiie an adventurous call in the eyes of many.

Based in Welington, Te Papa reportedly received 700,000 visitors in the fist 90 days of opening
and continues {o receive over 1 milion visiiors per year - but it has no admission fee.

Yisitor milestones

@ 2001 Smiffion

® 2004 10 miifiion
® 2008 15 miflion
® 2012 20 roilion

The general experience in the museum world (o principal of KBCG prepared the Handbook on
Museum Fees and Charges for the National Science Foundation) is thot instifuting admission fees
reduces reported affendance by 30% to 40%. This fype of reduction wos observed of the
Auckland Museum, When they iniroduced o $5 odmission chorge, reported aflendonce
dropped from over 1 million visitors {0 440,000, Thus, with admission fees, we expect thot Te Papa

would also recelve around 450,000 visitors.
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The Bishop museum is g maojor cultural instifution in
the Pacific region. If has o broad program of
reseorch  ond  exhibitions covering nearly all
aspecis of PocHfic lond culiure, history, ond
natural sciences. Founded in 1889, it is the largest
museum in Mowall and & home o the world's
lrgest  collection  of Poimnssion culural and
scisntific arfifacts. I also features o plonetarium
and up unil 2009 administersd the Howdal

Muoritirme Cerfer.

Visitation to culiural atiraciions is on imporiant parf of the Howai visitor experience. As shown
below, ¢ lorge mojority of westerners participate in culfural experiences while about half of the

Japanese visitors gre so inclined

LS Wesi 1S Fost Jopon
Cullure 76% 83% 46%
Entericinment 52% 57% 53%
Shopping 93% 90% 99%

The Bishop Museurn s the principal museum on Cohu and receives 355,000 visifors per year
including 25,000 students. 1 is, however, not well located re the main tourist areas of Waildild and
probably does not get the tourist visitation that would be possible of o more visibie and
convenient location. On the other hond, the Guam Museum sife is conveniently located with

raspect 1o tourst morkets and established jouwr routes.

Considerng that visiiation o Guam is principally from Japan, it is usefut jo Jook more closely al
the culiural activity parlicipotion in Howdil by Jopanese wavelers. The overall penefration rgte
for cultural activities in Howall with Japanese visifors was about 70% in 2011, up from just under
50% in 2005 ond for museums/ ol galleres, from 8% o 17%, depending on markei segment. The
morket segments most atfracted o cultural activities are the repeat visitors and senior segments,
while the lowest peneiration is with the youth morkel. Considering thot the Guam morket hos
reporiedly lost its appeal to many middle aged and senior fravelers (ond increased ifs proporfion
of younger visitors}, the lack of cultural atfractions ond a guality museum may be a conibuting
facior to that shift. I is olso worthy of note that the most popular culiurol aclivity of Japanese
visitors {0 Howol Is o Polynssion culiural show/iuau/fhula (af around 36% porficipation) and
including programmed performances in Skinner Plaza ond possibly the museum iiself would

probably be complamentary for attracting these visitors.

Based on the posifive response in the GVB Visitor Survey toward suggested cultural atiraciions in
Guom ond the Howail experience of museum visitafion by Joponese visliors, a peneiration rafe
of 9% 1o 15% could be expected for a quality museum project on Guom. This Is consistent with
the opinions expressed by Guam's inbound four operaiors. | should dlso be noted that while
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most maojor fourlst destinations have several museurns that compete for visiter atfeniion, the
Gudhan Museurn would have reiatively fithe competifion within Guam.
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The development program for fhe original Gudhan Museum was based upon the concept ond
vision of the Guom Mussum Task Force, the Guam Visitors Bureau, ond the Depariment of

Charnorro offairs,

The museum will occupy some 33,400 square feet, In addifion to extibit ond displays, he
museum will include o high guality museum shop and eveni spaces sultable for group activities
and receptions. The recommended spoce program for the Gudhan Museum is shown below,

Hravelepment Progrem for Suchon Mumum
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The project site is well located with respect to the Skinner Plaza/Ploza de Espafia aciivity centers,
has lorge amounis of nearby porking, and is on the exisiing fravel routes of many of the Guam
tour operators, 1§ will also require significont investment {o reach the scale necessory for success.

An onciysis of the project economics is provided below
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The Gudhan Museum pioject combines o superior locafion with a well thought out poriroyal of
the history and potentiol of Guam and its Charnormo herffage.  This mix crecies sirong
destingtion suited o the market and the role of the Plaza de Espoiia nearby as o gatheiing
place for boih residents and tourists. In addition fo general market support, offendonce af ihe
museum will beneft spacifically by being located in an established destination fwhich is already
a populor stopping point for Guam visitors and tour opergtors) that hos pther nferesing
aftractions including the Azotea, Garden House and Chocolate house. Renovations 1o these
sacilities as well s the fountain, bandstond, and Almacen Gates are included s part of the $1.4
million Ploza de Espafia renovoiion project that should be completed in early 2014, MNecorby
points of interest and gtiraciions include the Cathedral, ond Chomonc Villoge, This localion
and visitor exposure should account for at least 50,000 more visiiors thon would otherwise attend

the Gudhon Mussum.

The overall market for the Gudhan Museum includes a Guom resideni poputation of about
165,000 o potentiol expanding population of milifary personnel and thelr families, and fourist
morket of over 1.2 million visitors, primarily fom Japan.

As shown below, annudl visiiotion 1o the Gudhan Museum is forecast at approximately 215,000,
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This is bosed on o peneirotion rate of 15% of the locol morket and around 9% of the Japanese
jourists. While the visitation is primanily {77%) tourists since they make up the greatest share of the
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underlying market, I is extremely important that the museum i atfroctive and a source of pricie
io Guamanians, their visiling fends and relatives, and helps induce visits by other islanders of
Chamorro hetitage.  Approximately 5000 schoo! children from Guam will visit the museum
annually. The econormic impact from additional tourism generated by a small increcse in lengih
of stay and new visitors Is estimated af $10.1 million annually in new expendiiures on Guam.

Attendance of selected comparable history and culiure museums vaiies from oround 2%8,0(?0
visitors {Atlania) to 260,000 (Chicago) fo 335,000 (51, Louis} o 355,000 ot the Bishop Museum In
Honoluly and over 1 million visitors of the Te Papa museum in Wellingion, New Zealond. Each

vedr, 25,000 schoo! children visi the Bishop Museum.

Reviawing the secsonality of vishGHon, here 5 @ e e i i e
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Cuahan Musenm Flanpiey Criteris
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Peak day ottendance af ihe Gudhan Museum Is expecied 1o be about 850, with o maximum
number of people in the museum ot any one time of around 230 persons. This vistiation will
support about 20 restaurant seats (not included in the museumn program, but will support nearby
dining venues} ond o museum store of approximately 2,200 squore feet. Estimated museum
parking requirements are 35 spaces tho! con be adequotely served nearby. The museum
space requirements are 33,400 squore feet which is consisient with the proposed program and
adeduaie to meet expected visitolion. This allows for approximotsly 100 square fest per person
churing peak times which is quite comforiable and allows for ¢ good experience.

the recommended general admission price fo the Gudhan Museum is $20 for aduits ond $15 for
Seniors and youth,

AT admission prices af other history museums range from $14 {Chicago) 1o $18 [New York) to
$1é {Atlontal and $20 of the Bishop Museum in Honoiuly, Local aliraciion prices on Guom
include Underwater World ot $23, Yokoi's Cave/Talofofo Faills ot $20, and Fish Eve Qbservaiory of
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$37 fincluding ronsportation and buifet lunch). As a practical motier, the published generol
admission fare is o bit misleading in a tour operator driven destinafion such as Guam. Insuch an
snvironment it is very common that attractions ond musaums offer substantiol cliscounis through
promotional pariners and/ or four operators.  This is porficularly frue in Guam where Tour
operators routinely recelve o 30% fo 40% rebate on the published fare for atiractions such o8
Underwater World and Fish Fye Observaiory as well os for shows and dinner enferfainment.
Accordingly, we have applied a substantial discount facior of 35% against oduli admissions {This
includes some wolk In visitors (20%) paying full price while the rest recelve admission as part of
the tour package {ond the 30% to 50% discount goes fo the four operator). I is also common for
otiraciion operators in Guam {and Hawdii) o offer subsiantiolly reduced prices fo locd resiclents
and miliiary. For example, the Bishop Museurn hos the following somewhat complicated

aamission fee schadule,

in ihe Bishop Museum cose, the local [Kama'aing) rate is
65% of the general admission ticked, while for military or
“fiend of Komo'’oing” ii & ot 85%. In Guam, the praciice
seems 1o be a 50% discount for focals and mifitary and
KBRCG hos stayed within this general guidstine, Within fhis
siructure, onnual admissions tevenue ab the Gudhan
Museum s about 32.2 milion. Annual memberships will he
available Tfor 330 for an adult and $15 for vouth and seniors.
These reiafively low membership oplions ore intended {0
encourage local support and involvement with the
museum. School groups will be charged $2 per student
(most history museums charge $1 fo $5 per sfudent). In
addition, the Gudhaon Museum will host o seres of special
exhibifions fo encourage repeai visitation, Taking o
gccount alf these sowrces, foial gdendance ond regular
membearship income is estimated gt $2.33 millon.

Esitimoied annudl spending on admissions, museum shop
retail, and special exhibifions is approximately $3.2 milion s
shown broken down s foliows:
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After deducting for costs of goods sold in the relail shop and fees for pulting on or renfing
special exhibifions, the net revenue from museum visitor spending i $2.84 million.

Nearly ol museurmns have on exiensive support opporaius from interested ond community
minded individuals. These include susiaining memberships af @ vorely of levels of beneills,
privileges, and responsibififies as welt s corporaie sponserships ancd cost offsets. This suppori con
be especially beneficict since it 1o some exient independeni of attendonce based sk, For
sxompie, the Bishop Museum in Honoliu generafes obout $1.5 annuailly from iis susicining

membership progrom, as shown below,

Busizining Membershipe ot Bishop Mussum
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Whereas KBCG does nol expect this level of susicining support to be inifially achieved, i s o
worthy goal.  Rather, we have ollowed for net annual revenue of $250,000 from this sori of
program in Guam with a goa! of hoving 150 o 200 supporiing members af $1,000 per year of

more.

Supporting revenues for mussum operations can also be generated from the rental of retall,
food and beverage, and office space as weall as a specialy leasing program {caris and kiosks)
in the area. Given the populanty of weddings and honeymoon travel to Guom, o wedding
chapet could also be included. The cuirent program does not include any interor renial space,
but ceriain compatible uses could be considered. For example, the nalure and characier of
the museum would seem jo be o logical location for a Guom Visitors Buregu office as well as an
outreach locaiion for the Office of Chamoro affalrs. These uses are not included in the current
analysis but we believe they are worthy of consideration as mechanisms fo generale revenue,
increase exposure of the museum o visifors and the visitor industry, and further the role of the
museum as a focal point for Chamorro culiure, pride and cufreach programs,

For the fime being, the ondlysis assumes thot the retoll shop will be cperated directly by the
Gudhan Mussum ond mussum operaling costs ond revenues reflect this approach, it s quite
possible, however, that the museum may wish fo concession this aclivity and it could become
renfal income rather than direct operating revenues with associated expenses. We have nof
included the opporturily for food and beaverage revenues that could be generaied through o
packaged “Dinner af the Gudhan Museum™ program, but that should cerfainly be considered.
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Combining museurn adrmission revenues with rental revenues and ofher income provides fotal
operafing revenues of aboui $3.9 milion per yeor as shown below:
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In addition to adimissions and reiail sales, sources of funds INclude approximately $300.000 fom
special events, fundraisers {including two major Gudhan Museurm fund rciising evenis), ond
facility rerrials for groups, conventions, and social gatherings. {Represeniative focility renic rates
ot other history Museumns range from $4,500 {Aflanta) up to $9,250 {Chicago} fo $15.000 (New
York). SF-MOMA has facility rentol rafes ranging from $4,000 0 $14,500 depending upon the
space being used. Having a special event venue such s the Gudhan Museum should be
particularly ottraciive to comorations and frovel/ sociol groups for a varlefy of functions and

_help bring back this ucrative morket

Ongoing corporate and public sponsorship, licensing and axiemcl/intemnet sales are igrgeled 1o
bring in another $370,000 in revenue. Neorly oll museums also receive and rely on some leve! of
govermnmeni and indusity support and specialized 1ox revenues and/or approprialions; however,

we hove not included an cllowance from hese souwress.

" Totot operafing cosls are $2.66 million. including a staif of 30 museum employeses Qs showr
balow,
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The operaling cost per atiendee is $12 or §79 per square foot, which is consistent with o quaily
museum experience. The Bishop Museum is substantially lorger, with 229 empioyees and is
therefore somewhat lower in ferms of operaiing cost per employee {$57,000 compared to aboul

$88,000 forecast for the Gudhan Museurn).

Bosed on information availabie in September 2013, estimaied construciion, site development,
and soft costs are $26.6 miliion os shown balow. These cos! estimaies gre subject fo verfication

based upon final development plons and other project agreements.

{COST ESTIMATE - GUARAN MUSEUM
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Estirnates for fit outs of exhibl! ond interior spaces ore an additional $3.5 milion. Soff costs which
inciude orchitecture ond design fees, orgonizational expenses ond permitling/ inspection/
consfruction management fses are estimated of just over §7 milion. These ollowonces lead o
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total project cost of $26.4 million. The averoge improvement Cosi s $794 per net square fool.
whereas this budget is o recsonable estimate, guality museum and exhibit space i expensive,
For example, the recenily opened Science Adveniure Cenier ai the Bishop Museum cost slighily
over $1,000 per square foot [$17 million for g 16,500 square foot exhibit areay.

- e
)

The economic model for the Gudhan Museum is presenied on the following puge and reflech
the market environment, consiruction costs, and other plonning faciors discussed above. The

poinis below explain the methodology used in the overall modsi.

The model runs from 2013 to 2024, covering the first ten yeaors of operotion.

For growih/inflation, we used o rofe of 2 percent on revenues and cosis. Note
that this is o recsonable, and possibly conservative, assumption in terms of a
comparison o the overall growih rate of Pacific Asia irdvel.

@ A precpening/ working capital cliowance of $200,000 is included

Oiher preopening cosi allowances include maorketing, as wel as, mobifizaiion

and fraining of museum s,
A rainvesiment reserve of 5% of revenue is designated fo assure that the museum

continues to add new axbibits and afiractions that encourage repeat visitation.

This begins in 2015,
For the purposes of summaiizing the economic performonce, operaiing enifties

are capitolized in the final yeor of analysis (2024}, The cop rafe is estimated of
8%.

The model assumes that site work ond building consiruction occurs during 2013 and 2014. The
project should open in early 2015,

In the opening yeor of most museums, attendance Typically runs 10% fo 20% above long ferm
trends because of initial public interest. We have used o 10% first year premium. After fhis inificl
boost, the project’s annual net operating income increases from $779,000 in 2016 1o 5213000 i
2024. The proforma shows on end of project economic vaiue based on caplidlized income n

2024 01 511 .4 miflion.

The project’s overall development cost is $26.6 million, ond this capital cost will be funded
fhrough o voriety of sources,

@ HOT Bond procesds of $27 million,
Approximately $2 million i o be raised over two vears in the form of indivicual

contributions, corporaie grants and sponsorship offsets.

L3

With these capital sources, there is sufficient operating revenue o support the construction of
the project and provide for g regsonable cash surplus,

the sequence of funding shows detailed planning and consfruction sicrfs in 2013, of which time
initial funds from the HOT Bonds were availoble. After operaiing expenses, the Gudhan Museum
project has sufficient positive cash flow 1o provide for a 5% reinvestiment allowdance plus an
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ongoing endowment 1o support the program expansion and oulreach services of the museum.
In 2025, the forget is to have ¢ $7.7 million endowment that provides for confingencies, ¢s well
as, an ongoing stream of invesiment income o support operations. Considering the historical
volafiity of the Guam visitor industry as well as the US military presence, we see this endowment
as on infegral part of sound finonciol planning for the Gudhan Musaum.

Further finonciol anaiysis shows that 'i%';é Gudhon Museum could sustain o 20% shortioll in
attendance and other revenues ond stil breck even, including maintaining o 5% reserve for

reinvesiment,
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