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Kauai's condominium hotels enjoy high demand
Nina Wu

Pacific Business News
Kauai isfollowing Waikiki's trend of creating condominium hotels out of resorts and apartments.

Two recent conversions -- Islander on the Beach and Kauai Beach Resort -- are driven by demand from
investors and devel opers.

Rather than keeping the properties as hotels or converting them to time shares, devel opers believe that the
condominium hotel formula generates faster sales and profitability.

"We believe that whole ownership is more enticing than fractional ownership,” said Brian Anderson, president
of Anekona Properties. "In addition to the use benefits, owners can share in any value appreciation. The condo-
hotel ownership isthe most desirable vehicle for investors and part-time residents.”

A condominium hotel unit is owned by individua investors who can turn around and rent them as hotel rooms
when they aren't being used for vacations. The properties continue to operate as hotels with most of the same
amenities.

Strong sales

Sales have been strong for both projects -- with the Islander on the Beach all but sold out and a strong start for
Kauai Beach Resort.

In August 2004, Anekona bought the leasehold interest in Islander on the Beach for $18.3 million, converting it
into a fee-simple condominium hotel.

To date, all but two of the 200 units have been sold.

Thisfall, Anekona bought the 12-acre Kauai Beach Resort through KB Resort LL C for an undisclosed price
and transformed it into 350 fee-simple condo hotel units. It was previously owned by Driftwood Ventures Inc.
of Florida.

Prices at the Islander started in the high $200,000s. Resal e prices are now about 30 percent to 40 percent
higher.

The Kauai Beach Resort, previously managed by Radisson, is clearly alarger-scale project.
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Prices for the units ranged from the high $200,000s to mid-$500,000s, though only about 225 units were
released. A second release is planned for this month.

A major national hotel chain is expected to be announced soon for the Kauai Beach Resort. In the interim, it's
being managed by Anekona Management.

Boomer-driven

Developer Peter Savio says demand for condotels is driven by baby boomers who continue to travel and invest
inreal estate.

"On Kauai, the demand is magnified because most of the hotels tend to be oceanfront,” he said.

Plus, inventory in Kauai istight, given that hotels are difficult to build and hotel-zoned lands are in short
supply.

Last year, Anderson's Anekona Royal LLC also closed on the purchase of the W Honolulu Diamond Head
boutique hotel in Waikiki. In September, Anekona Royal announced the acquisition of the condo-hotel at 225
Beach Walk, which it plans to renovate into The Regency on BeachWalk.
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