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Introduction 

Whistler Blackcomb (―Whistler‖, ―WB‖, or the 
―Company‖) is an independent Canadian company that 
operates the Whistler mountain resort outside of 
Vancouver in British Columbia, Canada. Situated along 
the Coast Mountains just 25 miles inland from the 
Pacific Ocean and composed of the adjacent Whistler 
and Blackcomb mountains, Whistler is a pre-eminent 
resort that offers the most skiable terrain and greatest 
number of marked slopes in North America while 
attracting the highest annual skier attendance on the 
continent. Following outsized investment over the past 
decade, the mountain and the surrounding resort 
village also feature high-quality infrastructure and 
accommodations.  

Debuting as a public company via an IPO in 
November 2010, the Company faced immediate selling 
pressure due to a combination of lack of investor 
awareness/under-coverage on Wall Street, a low float 
with the overhang from a distressed former controlling 
shareholder (Intrawest) looking to complete its exit, 
and weak 2010 results due to disruptions caused by 
co-hosting the Vancouver Olympic Games. From the 
IPO price of $12 per share in November 2010, shares 
bottomed below $9.50 in late 2011. While WB shares 
have slowly but steadily rebounded on the back of 
broadly rising equity markets, we believe WB shares 
still offer a compelling investment opportunity at the 
current price. We view Whistler as a crown jewel  
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asset with large competitive advantages in an industry with huge barriers to entry. We are further attracted by 
Whistler‘s business model which features a recurring revenue base anchored by pre-paid lift tickets and 
supplemented with high-margin ancillary revenue from local monopoly businesses (ski schools, on-mountain 
retail sales, etc.). Combined with strong pricing power and relatively stable annual attendance, this business 
quality is reflected in WB‘s outsized (36% TTM) EBITDA margins and consistent free cash flow generation.  

Despite these compelling features, WB still trades at relatively modest multiples including 
9.4x 2014E EV/EBITDA and 13.3x TTM free cash flow. By comparison, peer Vail Resorts trades at 20x free 
cash flow and 11.5x 2014E EV/EBITDA. In our view, this discount is unwarranted given WB‘s superior operating 
margins. Furthermore, while we do not expect WB to record outsized growth over the long-term, we see 
incremental upside over the next 1-3 years from pricing action, a recovery in high-value international 
‗destination‘ visitors, growth of summertime businesses, and reaping the benefits from co-hosting the Olympics 
such as on-mountain and regional infrastructure investments as well as general consumer awareness 
improvement. Nonetheless valuing WB at a discounted 12x 2015E EV/EBITDA multiple, we estimate WB‘s 
intrinsic value could approach $21 per share over the coming years. In the meantime, WB continues to offer 
outsized return of capital to shareholders with a hefty 6.7% dividend yield. 

History 

Situated amidst the Coast Mountains outside of Vancouver in southwestern British Columbia, Canada, 
Whistler grew from a small hunting outpost following the construction of the Pacific Great Eastern Railway 
through the region in 1914. The Rainbow Lodge opened near the railway station on the shores of Lake Alta in 
1915 and the area soon grew into a popular summer resort getaway centered around fishing and sightseeing. 
After witnessing the success of the Squaw Valley Winter Olympics in 1960, several businessmen began 
construction of a ski resort in Whistler Mountain with the hopes of hosting the 1968 Olympics.

1
 Although they 

failed to win the bid, Garibaldi Lifts Ltd. built several ski lifts and the ski hill opened to the public in February 
1966. A second ski resort at the adjacent Blackcomb Mountain was developed by Aspen Skiing Company in 
partnership with the provincial government and was opened in 1980. In response to the new competition, 
Whistler Mountain built a new set of ski runs on the north side of the mountain. At the same time a large resort 
village (Whistler Village) was constructed on the valley floor between the two mountain bases. In 1986, 
Vancouver-based real estate company Intrawest acquired Blackcomb Mountain and invested heavily to increase 
skiing and resort capacity. Intrawest completed an initial public offering in 1991 and soon sold a minority stake in 
Blackcomb to Japanese cable lift manufacturer Nippon Cable in order to finance its expanding portfolio of North 
American resorts and real estate. Then in 1997, Intrawest orchestrated the merger of Whistler and Blackcomb 
Mountain operations. The transformative acquisition nearly doubled Blackcomb‘s visitors while enabling the two 
adjacent ski operations to be merged into one destination. 

In August 2006, private equity funds affiliated with Fortress Investment Group announced the 
acquisition of Intrawest for $2.8 billion. Intrawest quickly struggled to support its large debt load as its vast resort 
real estate development projects were hit by the crisis, and by late 2009 Intrawest had defaulted on its debt. 
Creditors wrested for control of the company and tried to force asset sales in early 2010, with the crown jewel 
asset Whistler Blackcomb viewed as a prime source of cash. After reportedly rejecting multiple bids for Whistler, 
including from peer Vail Resorts, Fortress negotiated a debt restructuring with Intrawest‘s creditors and moved 
to gain liquidity by carving out Whistler via an initial public offering. Whistler Blackcomb Holdings completed the 
IPO on November 9, 2010, raising $300 million ($282.1 million net of fees and expenses) through the issuance 
of 25 million common shares at $12 per share (all figures in Canadian dollars unless otherwise noted). Whistler 
Blackcomb Holdings owns a 75% stake in the mountain resort operations through Whistler L.P. and Blackcomb 
L.P. (―the Partnerships‖). Nippon Cable continues to hold a 25% stake in the Partnerships. In conjunction with 
the initial public offering, the Company acquired Intrawest‘s 75% interest in the Partnerships in exchange for 
$618.8 million in the form of $463.9 million cash and 12.843 million WB shares. After re-selling 3.75 million 
shares to the IPO underwriters, Intrawest was left with a remaining 24% equity stake in Whistler Blackcomb 
Holdings. In conjunction with Intrawest‘s debt refinancing in December 2012, Intrawest sold its remaining 
interest of 9.1 million WB shares to KSL Capital Partners for $12.75 per share. KSL is a U.S. private equity firm 
focused on the hospitality industry, and headed by former Vail executives. In conjunction with the transaction, 
Whistler CEO Bill Jensen (who also served as CEO of Intrawest) resigned. Former Whistler COO David 

                                                      
1
 Whistler Museum 
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Brownlie was promoted to CEO and board member, while Jeremy Black was named CFO. Additionally, two 
Intrawest-affiliated board members were replaced by KSL partners Eric Resnick and Peter McDermott. 

Business Description 

Whistler Blackcomb is a premier mountain resort destination located in the Resort Municipality of 
Whistler, British Columbia, Canada. The resort is located in the southernmost division of the Pacific Ranges of 
the Coast Mountains, approximately 40 kilometers (25 miles) inland from the Pacific Ocean, 125 kilometers 
(78 miles) north of Vancouver and 350 km from Seattle. Composed of the adjacent and integrated Whistler and 
Blackcomb Mountains, the resort features more than 200 ski trails and nearly 8,200 acres of skiable terrain 
encompassing 3 glaciers and 16 alpine bowls with a highest lift accessed elevation of 7,494 feet. The mountain 
bases converge into Whistler Village, a pedestrian village featuring restaurants, retail options, and lodging at a 
base elevation of 2,214 feet. The Resort Municipality has a permanent population of approximately 10,000 plus 
an additional 11,500 vacation homes and 2,300 seasonal residents, with a seasonal peak of approximately 
45,000 visitors around the Christmas and New Year‘s holiday period. The ski resort is operated on provincial 
land governed by the Whistler and Blackcomb Development Agreements, which provide WB with long-term 
leases (expiring in 2032 and 2029, respectively) in exchange for a royalty of 2% of gross lift and related 
revenues. 

Whistler Blackcomb attracts approximately 2.6 million visitors per year, with the winter season 
generating ~2.1 million ski and snowboard visitors and ~85% of revenue and substantially all profitability. In the 
summer season, WB offers hiking, sightseeing, glacier skiing, and mountain biking including the Whistler 
Mountain Bike Park and the Crankworx Freeride Mountain Bike Festival. Approximately 60% of Whistler‘s 
guests are regional visitors coming from locations within driving distance in Western Canada and Washington 
State. The remaining guests are considered ‗destination‘ visitors (beyond normal driving distance) and come 
from around the globe, with a fairly even split between Canadian, American, European, and Australian/Asia 
Pacific origin.  

Overall, approximately 50% of WB‘s revenues are derived from lift operations. Approximately 85%-90% 
of lift revenue is derived from lift ticket sales from ski operations, with the balance generated by summer 
activities. The Company generates another 10% of revenue from its ski school operations. One of the largest in 
North America, the ski school employs ~1,300 instructors who provide approximately 100,000 adult group 
lessons, 100,000 children lessons and 20,000 private lessons per year.  

In addition to maintaining the ski and snowboard facilities, WB is the exclusive operator of on-mountain 
food and beverage facilities at both mountains and also operates a large portion of the base-area lodges/cafes 
and restaurants. Overall the Company operates 3 on-mountain lodges, 2 full-service restaurants, seven satellite 
outlets and 6 base area outlets with ~3,500 person seating capacity. The Company also operates bars and 
restaurants in the valley area with ~1,000 person total capacity. Overall, the Resort Municipality of Whistler 
features approximately 150 restaurants, bars, and lounges. The Company also operates 29 retail and 
equipment rental stores on-mountain and in Whistler Village (the Municipality contains at least 215 retail stores). 
WB‘s retail operations offer the largest and most diverse fleet of rental equipment in the village including over 
12,000 skis and snowboards.  The Company‘s retail stores also sell hard equipment and apparel, including 
higher margin Whistler-branded apparel. In August 2012, the Company announced the acquisition of Base 
Mountain Sports, which operates 9 ski and snowboard rental stores in Whistler.  

Whistler Blackcomb also generates 10% of annual revenue from other resort operations including heli-
skiing, lodging management, employee housing, on-site summer activities, activities and event management, 
and central reservations. Whistler Blackcomb has sold or otherwise developed substantially all of its 
owned/leased real estate in and around Whistler Village, with entitlements for 134 bed units in Whistler still 
retained by the Company as of FY 2012. The Company has no current plans for deployment of these 
entitlements or additional real estate development. The Company does provide lodging management for 
approximately 250 condo hotel units as well as employee lodging arrangements.  
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Whistler Blackcomb Revenue Sources (C$ Thousands) 

  FY 2011 FY 2012 YTD 3Q12 YTD 3Q13 

 Lift   $    110,997   $    121,093   $    109,484   $    110,821  

 Retail and rental   $     37,061   $     39,747   $     34,045   $     34,131  

 Ski school   $     20,455   $     24,899   $     23,787   $     24,387  

 Food and beverage   $     26,858   $     29,815   $     25,203   $     25,667  

 Other   $     20,596   $     20,818   $     16,498   $     17,213  

 Total revenue   $    215,967   $    236,372   $    209,017   $    212,219  

 

Crown Jewel Assets in Stable Industry 

Whistler Blackcomb is a crown jewel asset in an attractive industry featuring large barriers to entry and 
relatively stable demand. Named the #1 destination resort in North America by Ski Magazine (among others) in 
2013, destination visitors come from around the globe to Whistler. Only 6 ski resorts in North America attract 
over 1 million annual ski visitors each, and Whistler is the only resort to attract over 2 million skiers annually.  
WB also features the largest skiable terrain, largest number of marked trails, second largest vertical drop, and 
highest passenger lift capacity among ski resorts in North America. Whistler also offers top-class infrastructure 
for beginner through expert park skiers and snowboarders including 6 terrain parks and pipes, 99 acres of park 
terrain, 1 superpipe and 1 snowcross, and a total of 150+ park features. The following table compares Whistler‘s 
resort statistics versus the most-visited competing destination ski resorts in North America.  

Facility Statistics – Destination Ski Resorts 

 
Source: Company websites and management estimates, via WB filings 

 
WB is also located in a very favorable skiing climate. Whistler averages an impressive 39 feet of 

snowfall per year. Located among the largest temperate-latitude icecaps in the world, typically Whistler can 
rapidly build and maintain a large snowbase (the highest annual recorded snowbase reached in excess of 16 
feet) enabling a long, typically mid-November through May ski season. This past winter 2012-2013 ski season 
opened on November 17 and 100% of terrain was open by December 14. The winter 2011-12 ski season lasted 
from November 18 to May 28. As illustrated in the following table, Whistler has historically recorded a large 
annual snowfall with relative consistency, minimizing the risks that a mild winter devastates the skiing season. 
At the same time, Whistler‘s location only 25 miles inland from the Pacific Coast and the valley‘s low base 
elevation provide for more moderate temperatures than one might anticipate in the valley throughout the winter. 
Average daily high and low temperatures are 23/11 degrees Fahrenheit in the alpine between December and 
February, with valley temperatures typically 10 degrees warmer.   
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Whistler Historical Annual Snowfall by Month  (inches) 

  NOV DEC JAN FEB MAR APR MAY TOTAL 

2012-2013 85 135 46 50 90 24 8 437 

2011-2012 123 54 96 59 159 52 3 547 

2010-2011 105 143 77 102 124 56 15 622 

2009-2010 220 58 115 52 87 42 13 587 

2008-2009 59 67 47 56 93 28 17 367 

2007-2008 64 102 104 39 67 22 3 401 

2006-2007 164 108 100 58 78 40 9 557 

2005-2006 45 55 185 44 97 40 4 466 

2004-2005 31 51 16 18 56 78 18 250 

2003-2004 70 118 79 44 63 8 2 384 

2002-2003 43 132 70 21 132 76 9 483 

2001-2002 59 148 65 91 59 20 16 458 

 

The winter 2011/2012 ski season provides an example of Whistler‘s advantages. Competing North 
American resorts suffered from an unseasonably warm and low-precipitation winter 2011/12. Leading competitor 
Vail Resorts (which operates 8 resorts including 3 of the largest competing resorts in Colorado and Utah) 
recorded cumulative snowfall level declines in excess of 50%. Overall, U.S. ski resorts suffered a drastic 16% 
decline in total ski visits versus the prior year. By comparison, Whistler Blackcomb recorded an above-average 
45.6 feet of snowfall and a 5% increase in ski season visitors in 2011/12.   

Highest Quality Infrastructure in Place 

In addition to the natural terrain features, we are attracted by the high quality infrastructure already in 
place at Whistler and Blackcomb Mountains as well as the surrounding region. Importantly, Whistler was an 
official host venue for the 2010 Vancouver Olympic Winter Games. In addition to markedly increasing Whistler‘s 
recognition amongst consumers around the world, this spurred tremendous infrastructure investment over 
several years preceding the games. Much of the public spending benefited Whistler Blackcomb by improving 
access to the resort. This included $1.4 billion on Vancouver airport improvements that expanded daily capacity 
by 17%, allowing more destination guests from around the world to fly direct to Vancouver. The government also 
spent $600 million on highway improvements along the Vancouver-to-Whistler route of Highway 99 (the ―Sea to 
Sky Highway‖) that reduced the prior 2 hour average driving time by an estimated 20%, while also improving the 
formerly notorious road safety issues. Additional improvements to the highway north of Whistler also improved 
the quality of access from interior British Columbia and Alberta. Additional Olympics-related construction in the 
town of Whistler also boosted accommodation capacity and created incremental entertainment and tourism 
draws such as the Whistler Olympic Park and the Whistler Olympic Celebration Plaza. 

The Company also spent $127 million on capital investments at the mountain in the five years preceding 
the Winter Olympics. The signature investment was the $53 million Peak 2 Peak Gondola, the Company‘s 
largest-ever single investment which was completed in December 2008. Connecting Whistler and Blackcomb 
Mountains for skiers in only 11 minutes as well as providing tremendous year-round sightseeing opportunities, it 
is the longest and highest elevation freestanding gondola of its kind in the world with a free span of 1.9 miles 
and a height of 1,361 feet. WB spent another $7 million on the Symphony express lift, and more recently the 
Company has invested approximately $18 million to replace 2 lifts with new high-speed, larger chairlifts that are 
set for completion in December 2013. Whistler already sports an impressive lift infrastructure with 37 lifts 
offering capacity for over 67,000 skiers per hour, and these 2 new lifts will add an additional capacity of 2,145 
skiers per hour. Additional capital investments prior to, as well as following the Olympics include various 
amounts on installation upgrades, terrain expansion, snowmaking equipment, and amenities growth. The 
Vancouver Organizing Committee also invested $26 million for a state-of-the-art snowmaking system and 
additional terrain improvements to support the games. Today the Company‘s snowmaking capabilities cover 565 
acres of terrain. 
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Regional Superiority with Industry Barriers to Entry 

WB currently draws in excess of 60% of visitors from regional travelers within ~5 hours driving distance 
in British Columbia and Washington State. An estimated 7 million people live within a 5 mile drive of Whistler, 
with a total population of 11 million in B.C. and Washington. The mountain‘s superior scale and infrastructure is 
particularly stark compared to regional competition. Whistler‘s proximity to Vancouver and, to a lesser extent, 
Seattle, also provides a competitive advantage versus other regional ski destinations. For example, WB‘s next 
largest regional competitors in terms of mountain size/skiable terrain are Sun Peaks (owned by Nippon Cable), 
which is 410 km or ~4-5 hours driving from Vancouver, and Big White Ski Resort which is ~450 km or 5 hours 
drive versus less than 2 hours for Whistler Blackcomb. 

 

Whistler Local and Regional Market 

 
Source: Company filings 

 

In addition to its location, we would note that Whistler‘s skiing conditions and resort infrastructure are 
particularly dominant compared to regional competition. As illustrated in the following table, Whistler‘s skiable 
acreage, vertical drop, lift capacity, and snowmaking ability dwarf the competition. WB also possesses superior 
resort infrastructure such as parking and accommodations capacity and dining and shopping options. Whistler‘s 
facility strength is evident in the resort‘s ~11% market share of all Canadian ski visits, and likely a far higher 
percentage within the British Columbia area (Sun Peaks averages ~500,000 annual visitors or less than 25% of 
Whistler Blackcomb‘s average). 

Facility Statistics – Regional Ski Resorts 

 
Source: Company websites and management estimates, via WB filings 
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High Barriers to Entry 

In addition to Whistler‘s high quality assets, we are attracted by the huge barriers to entry in the resort 
business. These include limited availability of attractive winter mountain destinations, extremely high upfront 
capital requirements and financing demands for development projects, and extensive regulatory and 
environmental burdens. In fact, WB likes to cite that no major destination resorts have been built in North 
America for more than 30 years, since Blackcomb and Beaver Creek (Colorado) in 1980 and Deer Valley (Utah) 
in 1981. Of course, we would note that existing resorts have undergone, and many continue to undertake, 
extensive investments and expansions over the past 2 decades. Nonetheless, the industry has actually 
consolidated over that time as smaller mountains, unable to support the necessary infrastructure investments to 
compete with larger peers, have been forced to shut down. The total number of ski areas in North America 
declined from 1,025 in winter 1985/86 to 760 currently. 

Revelstoke: A Cautionary Tale 

The Revelstoke Mountain Resort saga provides a great case study on the challenges to constructing a 
new mountain resort and the barriers to entry in the ski business. Announced in January 2007 and funded by 
private investors, the project aimed to build a huge new mountain resort on Mount Mackenzie in eastern British 
Columbia (~6 hours drive from Vancouver). With an initial estimated price tag of $1 billion, the ambitious 15-year 
plan called for creating North American records of 10,000 acres of skiing area and a 6,000-plus foot skiable 
vertical drop, as well as a four season resort village with 5,000 homes. However, after spending upwards of 
$200 million, the huge upfront development costs combined with a recessionary economy and faltering capital 
markets left the developers on the verge of bankruptcy with ~$100 million in debt in late 2008. While the project 
was bailed out in early 2009 with an investment by Northland Properties, nonetheless funding requirements, red 
tape, low real estate demand, and underwhelming skier demand given the mountain‘s remote location continue 
to plague the project. Over $300 million had been invested by 2012 while ~63% of developed real estate 
remained unsold, and today the total skiable terrain developed is still only ~3,000 acres with 65 runs and areas. 
According to local developer Black Tie Properties, additional ski development at the resort is now ―30 years 
out‖.

2
 Northland Properties head Tom Gaglardi summed up the lessons from Revelstoke nicely: 

“I think that first and foremost this has been to date a horrific investment. I can't (laughs) 
imagine many people entering into this business and doing what we did and hanging around  
for it.” 

3
 

Financial Performance: Stable Business Model  

Whistler Blackcomb has historically demonstrated relatively consistent financial profitability on an annual 
basis. This reflects the fairly stable demand characteristics of the ski industry, the Company‘s strong competitive 
position, and high levels of pricing power. Industry-wide, skier demand has exhibited relative stability over the 
long term, although winter weather and macroeconomic conditions cause some annual variability. Looking back 
as far as the late 1990s, industry-wide annual skier attendance increased at an approximately 1% CAGR in both 
the U.S. and Canada through the 10-11 winter season. Notably, the 2008-2009 global recession did not cause a 
disastrous decline in attendance, with ski visitors falling between 5%-6% in the U.S. and Canada during the 08-
09 winter. Prior to the onset of the global recession in 2008, annual attendance was growing closer to 2%. As 
mentioned, the historically warm and low snowfall during winter 11-12 caused an unprecedented 16% 
attendance decline in the U.S. Canada was less affected but still posted a 5% attendance decline, although as 
noted Whistler recorded a 5% increase in attendance. Overall, Whistler has exhibited roughly flat attendance 
growth since 98-99, with annual attendance typically fluctuating between 2.0 and 2.2 million. It should be noted 
that WB‘s winter 09-10 attendance of 1.67 million reflects significant partial closures as well as general skier 
aversion during the weeks surrounding Whistler‘s hosting of the Winter Olympics. Management estimates 
attendance would have been closer to 2.15 million that winter after normalizing for the period of disruption.  

                                                      
2
 Revelstoke Times Review, May 2013     http://www.revelstoketimesreview.com/news/205822681.html 

3
 Revelstoke Times Review, April 2012     http://www.revelstoketimesreview.com/news/148890945.html 

http://www.revelstoketimesreview.com/news/205822681.html
http://www.revelstoketimesreview.com/news/148890945.html
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Historical North America Skier Attendance (millions of visits) 

 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13 

U.S. 52.1 52.2 57.3 54.4 57.6 57.1 56.9 58.9 55.1 60.5 57.4 59.7 60.5 51.0 56.9 

Canada 17.4 17.4 18.6 18.9 18.9 19.5 18.4 19.2 18.0 20.7 18.7 18.3 19.2 18.3 18.6 

Total N.A. 69.5 69.6 75.9 73.3 76.5 76.6 75.3 78.1 73.1 81.2 76.1 78.0 79.7 69.3 75.5 
                
Whistler 2.16 2.19 2.05 2.23 2.12 2.05 1.75 1.99 2.17 2.19 1.88 1.67 2.03 2.13 2.04 

 

Whistler Blackcomb and the ski industry have posted modest long-term attendance growth rates, but 
pricing power is an important component of the industry‘s upside. Average lift ticket prices in the U.S. have 
increased at a 3.9% CAGR since 98-99, and WB estimates Western Canadian lift prices have increased at a 
comparable rate. Notably, lift prices continued to increase (although at a more modest rate) through the 
recession, demonstrating the business‘ durable pricing power. Similarly, average lift prices increased a 
remarkable 8.8% during the challenging 11-12 season, which blunted much of the impact from attendance 
declines. WB averaged a slightly more modest 2.4% lift price CAGR between 98-99 and 11-12. Average 
effective ticket prices declined markedly in 09-10 due to the Winter Olympics, which particularly affected the 
volume of destination guests (who average significantly higher effective ticket prices than local and regional 
guests). Appreciation of the Canadian dollar (up 25% versus the U.S. Dollar over the past 10 years) has also 
held Whistler back from taking larger price increases in Canadian dollar terms over the last 10 years. 

 
Historical Ski Lift Effective Ticket Price, U.S. Resorts ($) and Whistler Blackcomb (C$) 

 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12 

U.S. $25.38 $26.51 $27.15 $28.27 $27.69 $29.10 $31.47 $32.59 $35.12 $36.04 $37.39 $38.26 $38.49 $41.87 

WB $36.05 $39.11 $41.86 $40.66 $40.29 $41.75 $40.11 $40.33 $42.94 $45.09 $47.80 $44.57 $47.06 $49.28 

 

We would note that WB has shown increased pricing power more recently. Effective ticket prices 
increased 5.0% YTD 3Q FY13 (fiscal year ends September 30). Going forward, a favorable change in the British 
Columbia sales tax regime will cause a 7% reduction in sales tax applicable to lift products. In response, WB 
has already implemented a ~7% price increase on season pass and frequency card sales in the spring 
campaign for the upcoming winter, and a similarly sized increase could be implemented across the board 
throughout the upcoming season. Any further depreciation in the Canadian dollar, which has weakened 
modestly since 2011, could provide additional pricing flexibility for Whistler in the coming years.  

Pre-Committed Revenue Provides Stability 

Whistler Blackcomb utilizes various lift ticket pricing strategies to reduce revenue volatility. In recent 
years, the Company has expanded its pre-sale options, increased sales and marketing efforts, and increasingly 
exploited the online booking channel to grow its pre-committed revenue base. Pre-paid season passes and 
frequency card revenues increased 153% between winter 01-02 and 11-12 and now account for ~40% of total 
lift revenue. The Company begins offering highly discounted season passes in the spring through May, and 
continues with discounted season passes through mid-October (currently priced at $1,589 through October 15, 
2013 and $1,899 thereafter for adults). Spring campaign sales for the upcoming 13-14 winter season were up 
8% to $12.1 million, reflecting the aforementioned price increases and modest volume gains. WB also offers 
discounted, restricted passes such as 15-day passes and midweek passes as well as general early-booking 
discounts. The Company also offers Canadian and Washington State residents pre-loaded ―EDGE Cards‖ 
offering discounted 1, 3, 5, and 10 day pass options with no blackout dates. Together, these offerings provide 
WB with a large recurring revenue base and reduce its financial dependence upon favorable weather and 
economic conditions.  
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Pre-Committed Revenue up 153%, 2002-2012 

 
Source: Company filings 

 

Stable, High-Margin Business with Favorable 2014 Outlook 

As noted, WB derives approximately 50% of revenue from ancillary guest services outside of lift tickets. 
While revenue is correlated with annual attendance (particularly destination guest levels), the Company has 
strong pricing power given its local monopoly position at the mountain. This is reflected in the Company‘s retail 
and food services gross margins, which average ~62%. Labor represents WB‘s primary cost, but labor and 
benefits costs are controlled by the Company‘s heavy reliance on relatively low-wage seasonal employees. The 
Company has only 470 full time employees versus ~3,200 seasonal employees. Operating labor and benefits 
costs were 25.0% of revenue in FY 2012. SG&A expenses totaled another 11.4% of revenue in FY 2012 and 
10.0% YTD 3Q13. Overall, the Company‘s EBITDA margins remained within a range of 34.8% to 37.0% 
between FY 2008-2012, with the exception of FY 2010 when lost revenue due to hosting the Winter Olympics 
and a related $32.3 million payment from the Vancouver Olympic Committee upwardly distorted EBITDA 
margins. 

In our view, the Company‘s strong pricing power and ancillary revenue growth opportunities are 
reflected in recent performance. Total ski visits declined by ~900,000 or 4.3% to 2.04 million this past winter. 
While disappointing, management attributed this to a combination of an earlier Easter (skiers, especially 
destination visitors, tend to drastically reduce ski trips post-Easter holiday regardless of calendar date) and 
additional weakness in destination travelers (down 6.7%) primarily attributable to European economic 
weakness. Despite the attendance decline, lift revenue actually increased 1.2% YTD 3Q13 and growth should 
be slightly higher on the full year if summer attendance growth continues. Total revenue increased 1.5% YTD 
3Q13, reflecting strong pricing power in retail and ski school operations as well as other ancillary revenue 
growth. With ticket prices set to increase as much as 7% in the upcoming season, WB is well positioned to see 
outsized (potentially double-digit) lift revenue and EBITDA growth in FY 2014 if attendance recovers to FY 2012 
levels.   
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Historical Revenue and EBITDA 

Resort Revenue     Resort Segment EBITDA and Margin 

 
Source: Company presentation 

 

Strong Free Cash Flow and Leveragable Balance Sheet 

Whistler Blackcomb has consistently demonstrated strong free cash flow conversion and return of 
capital to shareholders. Over the past 2 full years, free cash flow averaged $61 million per year or 133% of EBIT 
at the Partnerships level (the Partnerships are consolidated on WB‘s financial statements). After accounting for 
distributions to Nippon Cable, annual free cash flow to WB shareholders averaged $46 million ($1.21/share). 
WB‘s extremely high EBIT-to-FCF conversion primarily reflects excess depreciation and amortization expense 
as well as deferred tax benefits. Annual depreciation expense of ~$25 million is >2x the Company‘s estimated 
maintenance capex needs. Following the balance sheet adjustments in association with the November 2010 
IPO, the Company is amortizing intangible assets ($314 million current balance) at a current annual expense 
run-rate of ~$13 million per year.  

While the ski resort business is by no means a low capital expenditure business, even during the 
higher-investment years preceding the Olympics, WB was still left with very attractive profitability margins on a 
free cash flow basis (20%-plus range). Annual capex averaged ~$25 million or ~12%-13% of annual revenue 
during this period. WB‘s state-of-the-art facilities have allowed the Company to undertake more limited capital 
expenditures in recent years. Management estimates maintenance capex will be approximately 5% of revenues 
in fiscal 2013. Total capex remained below this level each of the prior 2 full fiscal years, with $10.6 million 
(4.5%) of capex in FY12 and $7.9 million (3.7%) in FY11. Capital expenditures will be elevated again in FY 2013 
due to the $18 million investment in 2 new state-of-the-art lifts. Total capital expenditures were $12.4 million 
YTD 3Q13 and for the full year, management expects to incur the majority of the $18 million chairlift investment 
on top of the 5% of revenues (~$10-$11 million) spent on maintenance capex. Management cited the recent 
favorable sales tax change for making the chairlift investment in 2013, as this should allow the Company to 
recover the cost in short order without increasing customers‘ net lift ticket prices this winter. While it is difficult to 
project WB‘s long-term capital expenditure levels without knowing the Company‘s long-term expansion and 
facility upgrade plans, we expect growth-related capex should be moderate in the coming years given the 
Company‘s investments over the past 5-10 years. Our longer-term projections assume maintenance capex 
averages 5% of annual revenues while expansion-related capex averages ~3% of revenue over the long term.  

Balance Sheet Refinancing and Outsized Dividend Payout  

Following the November 2010 IPO, Whistler Blackcomb held $261 million in debt outstanding. This 
included a $135 million, 4-year first lien senior secured term loan bearing interest at bankers‘ acceptance rates 
plus 2.25% to 3.5% (depending on leverage) or prime plus the aforementioned bankers‘ acceptance rate margin 
less 1%. The debt was issued at the Whistler Blackcomb Limited Partnership level; effectively 75% is 



Whistler Blackcomb Holdings Inc. 

 

- 15 - 

attributable to WB shareholders. The second lien term loan consisted of $126 million in 6-year senior notes 
bearing interest at 8.75%.  In 2012 the first lien facility was extended to May 2015 with marginally (0.25%-0.5%) 
lower interest rates, but as of June 30, 2013, WB still held the same $261 million in debt ($257.7 million prior to 
unamortized debt issuance cost). Even after the renegotiation, WB‘s current consolidated interest expense rate 
is close to 7%. In the meantime, WB‘s cash balance has swelled to $58.8 million. Given the current historically 
low interest rate environment, we believe WB has an opportunity to meaningfully lower its interest expense via 
refinancing. In fact, management has noted the Company is looking to refinance all debt as early as November 
2013, when early retirement penalties on the senior notes are reduced. We expect a debt refinancing and 
reduction (given the current cash balance) could lower WB‘s annual interest expense by as much as 
~$6-$9 million pretax, which would provide a meaningful boost to the Company‘s free cash flow generation. 

Whistler‘s steady free cash flow and moderately-leveraged balance sheet offer an attractive capacity to 
return capital to shareholders. As of 3Q13, WB‘s gross leverage stood at 3.0x TTM adjusted EBITDA and net 
leverage was 2.3x adjusted EBITDA. Since the 2010 IPO, the Company has consistently returned the lion‘s 
share of earnings to shareholders via quarterly dividends. The Company has maintained a $0.24375 quarterly 
dividend since January 2011, offering an attractive 6.7% yield at the current share price. The current dividend 
rate represents a hearty payout of approximately 90% of TTM free cash flow generation. Nonetheless, while we 
do not expect WB to experience outsized earnings or free cash flow growth in the coming years (we forecast 
free cash flow reaches $1.30 per share by 2015), we believe there is room for incremental return of capital 
during this timeframe. The Company has not redeployed additional capital generation since the IPO into 
acquisitions or incremental share repurchases, rather letting it build on the balance sheet to reach the current 
$59 million balance. Given the Company‘s large and relatively stable annual free cash flow generation, in our 
view the balance sheet could support meaningfully greater leverage than current levels. While we suspect 
management may be too conservative to support higher leverage, nonetheless the upcoming refinancing 
opportunity could allow the Company to return what should be upwards of $70 million in cash on the balance 
sheet while maintaining net leverage on par with the current 3.0x gross leverage level. Pro rata for minority 
interest, this implies excess capital approaching ~10% of the Company‘s current market cap could be returned 
to shareholders. Furthermore, we expect substantially all free cash flow to be returned to shareholders on an 
ongoing basis. With a 2014E free cash flow yield of 8.3%, we believe the Company could support a comparable 
dividend payout going forward.  

Growth Opportunities 

We are primarily attracted to Whistler Blackcomb shares as offering an investment in a low-risk, high 
quality business with attractive recurring return of capital to shareholders. We project only modest growth in the 
coming years, roughly in line with annual price increases plus a normalization of visitor trends. Nonetheless, 
while not of heroic proportion, we would highlight several incremental growth opportunities WB could capitalize 
upon in the coming years:  

Recovery in Destination Guests 

Whistler Blackcomb‘s greatest growth opportunity may lie in a recovery in destination visitors. 
Destination visitors declined from approximately 53% of annual ski visitors in FY07 to only 38% of ski visitors in 
the recently-completed winter 12-13 season. This partially reflects good effort on the part of WB management to 
attract more local and regional guests and, relatedly, to increase season pass and frequency card sales. 
Nonetheless, as illustrated in the following charts, overall destination ski visits have declined by a drastic 38% 
from a peak of 1.241 million in winter 07-08 to 775,000 this past season. In large part, this reflects the economic 
recession and its aftermath. Destination visits typically represent a high-cost, highly discretionary vacation 
expenditure for would-be travelers, making destination visits highly sensitive to the macro economy. While the 
Canadian economy has held up well and the U.S. economy continues to recover, both remain well below the 
pre-recession peak. Furthermore, as noted, ~50% of destination guests come from further abroad. Total 
destination visits have improved somewhat from recent years, but they remain far below pre-recession levels 
and in our view a recovery is likely over the long-term. In addition to continuation of the recent glimmers of 
improvements in the European economy, the growth in Asian travel also offers attractive long-term upside.  
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WB Historical Skier Visit Mix (000s) 

 
 

To support increased destination visits, the Company is increasing its destination marketing spending 
and improving its digital marketing strategy. The Company also recently joined the Mountain Collective, which 
offers 2 day passes at each of 6 premiere mountain destinations in North America. Importantly, it should be 
emphasized that WB‘s destination guests typically pay ~30% more for effective lift ticket prices than regional 
visitors, and also bring markedly higher ancillary spending. As such, even a partial recovery in destination 
guests could have an outsized impact on WB‘s financial performance. We would also note that Whistler‘s 
capacity to host additional visitors should not be an insurmountable restraint. Management believes  
they currently have capacity to support ~2.4 million ski visitors per year, or ~18% higher than current levels. 
Average annual accommodation occupancy is only 52% in Whistler, suggesting room to support additional 
destination visitors through at least most of the year. Furthermore, if demand is there, local developers are sure 
to increase accommodation capacity over time. Longer-term, mountain capacity should not be a limiting factor 
either. Management has noted that the Company has available terrain to support an expansion in skiable terrain 
of ~25%.  

Regional Population Growth 

Regional demographic trends also favor Whistler Blackcomb over the long term. The regional population 
is estimated to increase from 7 million to ~9.4 million by 2025, representing 34% growth. The mountain already 
draws extremely well from this population and holds a dominant market position, which could allow 
local/regional visits to grow roughly in proportion to population growth over the long term. As noted above, we 
believe Whistler has sufficient resources to support this growth over time.  

Summer Visitors 

The Company continues to focus on increasing summer visitors to help recover fixed costs. As noted, 
the Company and the surrounding neighborhood offers activities including hiking, biking, climbing, glacier skiing, 
horseback riding, zip-lining, golfing, and sightseeing during the summer. Notably, the addition of the 
Peak 2 Peak Gondola spurred a 47% growth in summer sightseeing visitors to Whistler in 2010, with two thirds 
of summer visitors citing the gondola as a factor influencing their decision to visit. Summer visitors increased by 
10% to 516,000 in 2012, and the Company reported positive EBITDA during the period. While full-summer 
results for 2013 have yet to be released, visitor count was up 13% Y/Y to 159,000 through June 30, 2013. We 
would also note that Vancouver receives ~2x the number of tourist visitors in the summer than winter, and the 
increased awareness of Whistler following the Olympics could continue to spur summer visitor growth in the 
years ahead.  
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Valuation and Conclusion 

At its core, we view the Whistler Blackcomb resort as a marquee asset in an industry offering attractive 
returns for well-positioned competitors. While the Company does not offer outsized long-term growth prospects, 
nonetheless WB‘s recurring lift revenue base and consistently high-margin, monopoly-like ancillary revenue 
sources provide for stable, comfortably leveragable free cash flow generation with long-term visibility. Given this 
business model and the Company‘s attractive competitive position as the clear #1 mountain resort in the region, 
if not North America, we believe WB warrants a marquee valuation. However, while WB shares have rallied 
lately (up 14% from their late September 2013 low and up 22% over the past 12 months in price terms), they still 
trade at relatively modest multiples. As illustrated in the following table, WB currently trades at 
10.8x EV/EBITDA, 12.4x EBITDA less maintenance capex, and 13.3x free cash flow—all on a trailing 4 quarter 
basis.  

Valuation TTM 3Q13 2014E 2015E 

Price/FCF 13.3x 12.5x 11.7x 

EV/EBITDA 10.8x 9.4x 8.9x 

EV/EBITDA - maintenance capex 12.4x 10.8x 10.2x 

EV/EBITDA - total capex 13.4x 11.7x 11.1x 

 

Importantly, we believe WB‘s trailing EBITDA and cash flow figures are well below normalized levels 
due to the winter 12-13 attendance declines (attributable to the Easter holiday timing and international traveler 
softness) and elevated capital expenditures for the chairlift renovations. Assuming WB can reach normalized 
attendance over the next 2 winter seasons, and accounting for the outsized lift price hike opportunity this winter, 
we estimate EBITDA could approach $105-$110 million or greater by the FY 2015-2016 timeframe. Based on 
these projections, WB trades at less than 9x forward EBITDA and 12x forward free cash flow, prior to 
accounting for incremental cash build/return of capital. Notably, we conservatively project annual lift price growth 
normalizes at 3% and ski visit growth at ~2.5% beyond 2014. This translates to approximately 2.2 million skier 
visits by 2016, which is roughly on par with peak pre-recession levels. With the Company‘s infrastructure 
upgrades since 2007, as well as the additional positive impacts from hosting the 2010 Vancouver Olympic 
Winter Games, Whistler Blackcomb could plausibly experience visitor growth closer to 2.3-2.4 million skiers 
within the next 2-4 years, providing incremental upside opportunity. 

Vail Resorts vs. Whistler Blackcomb Valuation Comparison  

  
Market Cap. 

($MM) 
EV/EBITDA 

(TTM) 
EV/EBITDA 

(2014E) 
Price/FCF 

(TTM) 

Vail Resorts Inc. (MTN)  $ 2,531  13.3x 11.5x 19.9x 

Whistler Blackcomb Holdings Inc. (WB.TO)  C$ 551 10.8x 9.4x 13.3x 

 

We would also highlight the Company‘s large discount to peer Vail Resorts. Vail currently trades at 
13.3x TTM EBITDA and 20x free cash flow. The comparison is inexact, as Vail is somewhat of a growth-by-
acquisition company that operates 8 mountain resorts and also has larger lodging and real estate businesses. 
Nonetheless, we would note WB‘s EBITDA margins average 36%-40% versus Vail‘s resort EBITDA margin of 
just 22.3% in 2013, and WB also operates under a lower tax regime. As a crown jewel asset with higher 
profitability margins, we believe WB warrants at least a comparable multiple to Vail, if not a premium. 
Nonetheless, we conservatively place a discounted 12x EV/EBITDA multiple on projected 2015 EBITDA to 
derive a forward-looking intrinsic value estimate of $20.75 per share for WB. Inclusive of dividends (holding the 
current rate steady), this implies a total return approaching 57% or a ~26% IRR over 2 years. While WB is 
unlikely to fully re-rate over the next 2 years, in the meantime the Company offers a highly attractive 6.7% 
dividend yield with prospects for return of additional capital, potentially as early late 2013/early 2014 following 
the Company‘s debt refinancing. Finally, we would not dismiss the possibility that WB becomes the subject of 
acquisition interest at some point. Vail has been acquisitive recently, and a larger resort operator could extract 
marketing and cost synergies. Alternatively, WB‘s consistent free cash could attract interest from a leveraged 
financial acquirer akin to prior owner Fortress.  
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Whistler Blackcomb Valuation Summary  
(C$ millions) 

2015E EBITDA  $   104.7  

EV/EBITDA - assumed multiple     12.0x 

Implied EV $1,257 

   less net debt $  (200.6)  

Implied Equity Value - Partnerships $1,056  

Implied Equity Value - WB Shareholders $   792  

2015E Diluted Shares Outstanding 38.2 

WB Estimate of Intrinsic Value per Share $20.75 

 

Risks 

Risks that Whistler Blackcomb may not achieve our estimate of the Company‘s intrinsic value include, 
but are not limited, to poor weather conditions or global warming negatively impacting skier visits, decline in the 
skiing population, unfavorable macroeconomic conditions, appreciation of the Canadian dollar, and inability to 
favorably renegotiate operating licenses with the provincial government.  

Analyst Certification 

Asset Analysis Focus certifies that the views expressed in this report accurately reflect the personal 
views of our analysts about the subject securities and issuers mentioned. We also certify that no part of our 
analysts‘ compensation was, is, or will be, directly or indirectly, related to the specific views expressed in this 
report. 
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WHISTLER BLACKCOMB HOLDINGS INC 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

(in thousands, unaudited) 

 

ASSETS June 30, 2013 Sept. 30, 2012 

Current assets:   
Cash and cash equivalents  $  58,845  $  43,634 
Accounts receivable  2,624  3,481 
Income taxes receivable –  240 
Inventory  9,125  13,788 
Prepaid expenses  3,365  3,104 
Notes receivable       311       303 

Total Current Assets 74,270  64,550 

Notes receivable  2,642  2,792 
Property, buildings and equipment  318,946  328,414 
Property held for development  9,244  9,244 
Intangible assets   314,157  324,028 
Goodwill  135,574  135,574 

TOTAL ASSETS $ 854,833  $ 864,602 

   
LIABILITIES AND SHAREHOLDERS’ EQUITY   

Current liabilities:   
Accounts payable and accrued liabilities  $  17,425  $   24,060 
Income taxes payable  2,749  153 
Provisions  2,798  2,903 
Deferred revenue  12,439  20,718 

Total Current liabilities 35,411  47,834 

Long‐term debt  257,729  256,800 
Deferred income tax liability  20,447  15,489 

Equity:   
Whistler Blackcomb Holdings Inc. shareholders‘ equity   

Preferred shares; no par value – – 
Common shares; no par value  442,080  441,476 
Additional paid‐ in capital  695  721 
Deficit  (36,397)  (31,887) 

TOTAL SHAREHOLDERS‘ EQUITY  406,378 410,310 

Non‐controlling interest  134,868  134,169 
TOTAL EQUITY 541,246  544,479 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 854,833  $ 864,602 
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