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1. Introduction
Purpose of the Study

Economics Research Associates (ERA), in association with Sasaki Associates,
Inc. and Hollander Cohen & McBride, was retained by the Tourist-based Core
Committee (TBCC) of the Freeport Economic Development Corporation
(FEDC) and the Freeport Merchants Association (FMA) in October 2001 to
examine opportunities to reinvigorate the retail core of the Town of Freeport,
Maine, in order to increase its commercial tax base.

This assignment, a situation assessment and action plan that comprises the second
phase of the town’s Vision 2010 initiative, was designed to build upon the initial
efforts undertaken by BTA Architects, Inc. of Cambridge, MA. Our team designed
a scope of work that took maximum advantage of existing data and documentation
to produce a thorough market assessment of the Village Core (a geographic area on
Freeport’s zoning map known as VC-1).

The following key issues and questions that affect Freeport today served to frame
the heart of the study:

* How can Freeport position itself relative to other competitive shopping
destinations?

* What is the most effective way to market the Freeport identity?

*  Which retailers (or other tenants or concepts) will most effectively add to the
Freeport identity?

* How can the town most effectively accomplish the plan’s strategies?

* As acomponent of the above, what types of incentives are available or might be
made available as a means to leverage private, market-supportable investment?

= What is the best management structure for implementing the plan?

* How can the Town of Freeport government work as partners with property
owners in the Village Core to stimulate sales and investment?

= How can the plan be phased so as to maximize specific implementation

strategies?

The team’s methodology was designed to present an integrated technical analysis
of market-supportable development opportunities for use by key business interests
and others such as public officials.

Executive Summary

The Freeport Economic Development Corporation (FEDC) and the Freeport
Merchants Association (FMA) challenged Economics Research Associates, in
association with Sasaki Associates and Hollander Cohen & McBride, to create a
downtown reinvigoration program for the Village (retail) Core of the Town of
Freeport, Maine. The Vision 2010 project and our view of where downtown
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Freeport can be in eight years was the central purpose of this study. This section
summarizes our findings, recommendations and action steps to address
opportunities in Freeport to achieve three goals:

= To sustain retail and visitor offerings;

= To attract new investment to the downtown area to stimulate economic
development; and

* To expand the visitor experience in Freeport in ways that will complement
retailing, hotel and dining offerings in the community. Freeport’s future
strategies can bring more people to town and encourage them to spend more
time and money in the downtown area and other attractions in the region.

A summary of our report and recommendations follows.

The Impact of Doing Nothing -- In any project, the scenario of doing nothing is
always a consideration. The casual viewer may see the village center of Freeport,
and not understand why action is needed. The core is attractive, has only a few
vacancies, and considerable shopping activity for a town its size. However, the
current picture does not illustrate the reality. While business is still relatively
strong, the rate of sales growth has flattened in downtown Freeport, level sales have
resulted in lower property values for some commercial locations, and the
disproportionate amount of local property taxes paid by Village Core property
owners has shifted, with residential properties now paying a larger share of the total
revenue to the Town. The most successful cities have realized that, if the effort to
sustain a commercial district stalls, the results will be negative, not positive, and
the general condition of the area will go down, not up. Freeport has been very
successful in creating a retail destination in the Village Core. But unless the town's
business momentum is moving forward, attracting new customers, new businesses
and new investments, the net result over time will not be so positive. Whether the
issue is protecting the strength of the downtown property base, recruiting new
businesses, or encouraging further investment in the Village Core, Freeport cannot
afford to do nothing.

Incremental Change versus the Big Idea — Freeport has real opportunities to
expand its market capture and increase expenditures locally. But ERA does not
recommend that the Town pursue a single “Big Idea” (at different times, other
locations have thought that a downtown pedestrian mall, a convention center, or a
cultural arts facility downtown would solve all problems and address all markets).
But one of Freeport’s strengths is its genuine character (which is a result of the old
and new architecture, streetscape elements, longevity of L.L.. Bean and the quality
and price/value of the town’s retail offerings. In our view, it would be a mistake to
buy into the “silver bullet” theory of development (that is, “if we just build a fill in
current trendy project here, all our problems will be solved”).
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But our experience shows that the most successful downtown areas evolve as
market and development opportunities change over time. Freeport’s future vision
will be achieved through preserving and enhancing what already exists, and
extending that character throughout the town through a series of incremental
improvements to public space and private properties over the next eight years. The
benefit will result from the sum of a series of incremental actions, rather than a
single “Big Idea”. Those incremental actions and projects should include the
following:

* A new downtown visitor center to act as the symbolic entry to Maine and the
Maine lifestyle and as a welcome center to Freeport and the region; the visitor
center should include restrooms, an information area and a small theater for an
orientation film on Freeport area/Maine attractions

* A series of clear directional signs from I-95 exits to the Village Core, and signs
to parking for cars and buses to limit traffic congestion

* Extension of existing streetscape and signage enhancements (e.g., street trees
and special paving, benches, public restrooms, other landscaping) to the edges
of the Village Core

* An additional 25,000 to 50,000 square feet of retail space in the near-term (2to
5 years) with more space in later years as market support grows

* A downtown parking structure, financed by the Town of Freeport in partnership
with private interests, and flanked by stores or businesses along the adjoining
streets. The garage should be planned and located to add parking capacity in
downtown Freeport without taking up too much land area in the core

* A network of outdoor recreation routes (e.g., walking/biking/hiking/cross
country skiing trails) passing through/near downtown and connecting
downtown Freeport to other public and private recreational sites in the area.
L.L. Bean should participate in determining where, how and when these types
of facilities should be developed, as they complement (and could conceivably
connect parts of the L.L. Bean Outdoor Discovery School sites); a coordinated
effort between the FEDC, FMA, Jocal property owners (including L.L. Bean)
and the Town of Freeport should also plan for the development, marketing and
management of these facilities as an extension of Freeport's 'Maine lifestyle’
brand identity

* New food and beverage offerings tied to increased market support and
including a restaurant linked to a Culinary Institute to be recruited to downtown
Freeport

* Creation of a temporary/seasonal (and later, a permanent) venue for outdoor
performances and special events located somewhere on the edge of downtown
Freeport

» A seasonal Live Performance Theater that can also serve local residents in
slower seasons
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* Over time, a new downtown inn featuring L.L.. Bean products and serving as an
extension of the company's brand identity (regardless of how the Company
chooses to participate)

“Civic” Investment and Commercial Investment — Freeport will need to attract
two types of investments for the Vision 2010 project to succeed:

* Commercial investment in real estate—such as stores, offices, hospitality, etc.
that is expected to pay a competitive return on investment (typically 8% to 18%
Internal Rate of Return); these investments are made by private sector
companies, partnerships and individuals

* Civic Investment—in public/non-profit investment in facilities. While such
facilities by themselves may not be profitable or recover their initial investment
(e.g., parking structures, performance theaters, recreational and educational
facilities, etc.), they will draw visitors/consumers and extend the length of stay
in Freeport. Moreover, they may generate indirect revenues (such as tax
revenues from food service or hotel roomnights resulting from recreational
schools, special seasonal events or performances) to profit-generating uses.

Tourism and Town Government—Freeport’s annual tourist volume of 3.5
million to 4.0 million visitors per year is an extraordinary opportunity that other
towns its size would do almost anything to achieve. L.L. Bean ’s presence in
Freeport remains critical to sustaining these visitor numbers, but the downtown has
also evolved as a significant retail destination. Local and area residents benefit
from this retail base, but peak season visitation results in parking and traffic
congestion, and slower seasons can attract additional traffic to better ‘level out’
sales and attract new retailers. The Town of Freeport also benefits enormously
from this inflow of capital. ERA believes that the Town should play a larger, more
aggressive role in making ‘Civic Investments’ in downtown’s future through
financing of a parking structure, construction/maintenance of public improvements
and streetscape and expansion of area recreational facilities.

L.L. Bean—As a primary destination and major landowner downtown, L.L. Bean
should consider appropriate ways to participate in both private-return and ‘civic’
investments in future projects. ERA recommends that, to extend the L.L. Bean
brand beyond its stores, the Company or its Foundation should consider sponsoring
major expansion of the Outdoor Discovery Schools programs throughout the year.
Other L.L. Bean projects could include fostering construction of a parking structure
(potentially through a land lease on Bean-owned property, involvement with other
Village Core property owners in paying for leased parking spaces for customers, or
by exploring ways to participate in financing). Over time (and as warranted by the
market), L.L. Bean could also endorse construction of a small, new destination inn
downtown (probably linked to the new parking structure). The inn could feature
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L.L Bean Home and tabletop products as an extension of the brand into the
community.

Entertainment—Freeport loses business, hotel guests and visitors (and the
consumer expenditures they make) to other locations in Southern Maine and
Central Maine because there is not enough to do in the town for evening
entertainment, Freeport needs an auditorium/theater space that can offer live
performance, cinemas, film festivals and public meeting areas for town residents,
visitors and tourists. A downtown location will stimulate restaurant business, hotel
roomnights and extended stays. The new 500 seat theater constructed at the High
School can serve as an interim location, but the experience of using a school
auditorium will not be as interesting or marketable to visitors as would a seasonal
or temporary theatrical platform/performance stage located near lodging and the
concentration of retail downtown.

As an action plan list, ERA has included a series of ten recommendations, listed
below. The recommendations are detailed more fully in the Implementation
Section of this report, and are included here as highlights in the report summary.

Recommendation 1 Protect and extend the Freeport 'Brand' by adding
new stores and new visitor activities.

Recommendation 2 Tailor new activities and facilities to specific
markelts,

Recommendation 3 Target selected stores for retail recruitment

Recommendation 4 Explore ways to expand downtown food and

beverage offerings.

Recommendation 5 Work with L.L. Bean to structure and promote more
recreation visitors through the Outdoor Discovery
Schools.

Recommendation 6 Explore lower cost options to add entertainment
venues.

Recommendation 7 Create a downtown property owners association.

Recommendation 8 Implement selected capital improvement programs.

Recommendation 9 Keep growth and expansion expectations and

projects within achievable limits.
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Recommendation 10 Conduct additional consumer survey(s) during peak
season and beyond,

Conclusion—Freeport has achieved extraordinary success in establishing the town
as a retail destination, both through the presence of L.L. Bean and other destination
shopping (including both off-price and full-price retail stores). As Vision 2010
continues, the town's public and private leaders should focus on creating other
complementary activities ~ learning, outdoor sports, dining/culinary programs,
health spas and other activities oriented to lifestyle activities attractive to Freeport’s
target markets—aging Baby Boomers, Generation Y customers, and seniors. A full
discussion of these issues follows in the main section of the report.

Key Findings
ERA’s analysis of the opportunities to create and implement a Vision 2010 plan for
Freeport considered a number of factors, including:

Market and retail sales trends in Freeport and the region

A review of assumed visitor volumes, seasonality patterns and attitudes
The current mix of stores and businesses in downtown Freeport

Past efforts and investments in the downtown area

New opportunities to expand the number of visitors and shoppers

New activities that would extend the average length of stay and
complement/supplement Freeport’s shopping experience, and

* Review of various organizational structures including Property Owners
Councils or organizations, Business Improvement Districts, 501 (¢)(3)
organizations as well as the role played by local government, the Town of
Freeport.

Our key findings include the following:

Market Support & Additional Retail Space—Additional market support for
downtown retail can be captured and met by creating approximately 25,000 to
40,000 square feet of additional space in the near-term. In addition, the mix of
retail should be adjusted to add more household and furniture goods and to
incrementally (market-driven) increase food and beverage space. Much of the
potential for increased food service will be created by development of
entertainment and cultural/performance facilities.

Freeport Can Be Repositioned as More Than a Shopping Destination—
Building upon the recreational focus of L.L. Bean ’s Outdoor Discovery Schools as
well as consumer desires for more evening entertainment options, ERA has
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suggested approaches to meeting these needs, as well as varying levels of
investment to provide venues. The incremental revenues generated from these
activities are more likely to ‘backfill’ underutilized months than to create
significant net new visitor volumes.

A Non-Profit Downtown Property Owners Association Should Lead
Implementation Efforts—Because the private sector has taken the leadership role
in downtown improvements to date in Freeport, a private non-profit property
owners association should be formed to institutionalize the approach. The
association should work in partnership with the FEDC and FMA and foster greater
assistance through the Town of Freeport and state and national funding sources.
All three organizations would retain their separate identities, organizational
structures, and central purposes. But paralleling this effort should be more
participation by the Town of Freeport, which has benefited greatly by development
in the Village Core, but has not committed the level of funding that other local
governments have provided in order to sustain active commercial districts. The
Town has worked with property owners, but there are still other partnership
opportunities. As an example, public participation by the Town government could
include providing legal, technical and funding assistance in developing and
financing a downtown parking structure. The Town could also continue to work
with private property owners to provide funds to pay for and maintain public
space/streetscape improvements in the Village Core. Local government could offer
assistance in acquiring of key properties needed for joint public/private
development of civic uses such as recreation and performance facilities. ERA
recognizes that local governments are under significant pressures to deliver services
and maintain a quality of life for their residents; however, it should also be
recognized that the property tax base (and contributions to the Town coffers
through property taxed) are a major economic asset for Freeport, and should be
protected just like any other public asset.

Avoid the “Big Idea” Theory of Revitalization—As mentioned above,
communities sometimes fall into the trap of the “Big Idea” theory, in which it is
believed that “if the town only had a (fill in current development trend), then all of
the problems would be solved”. Over the years, several ‘big idea solutions’ have
found favor in downtown areas: closing streets to convert them into pedestrian
malls, building downtown convention centers and hotels, and creating large
entertainment/retail projects. These have passed in and out of favor as the ‘silver
bullet” solutions of the moment as catalyst projects. For Freeport, ERA believes
that the more realistic and practical strategy is to pursue a series of incremental
improvements over time (upgrading public spaces, recruiting appropriate new
tenant categories, learning more about Freeport’s visitors, adding complementary
uses such as recreation and performance facilities). Each of these projects should
be timed to address available financial support and market opportunities and will
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do more for downtown Freeport than implementing a single, all-purpose “Big
Idea™.

Lessons from successful efforts in other communities suggest that it will be the
accumulation of many smaller changes rather than a single big idea that will be
successful in Freeport. ERA has suggested a series of projects that, as they are
implemented over time, will achieve three critical goals:

» To Sustain & Reinforce the Town’s Sense of Place. One of Freeport’s
greatest advantages in sustaining and attracting new visitors is its physical
charm and distinct identity from other outlet retail destinations. This sense of
place is reinforced by the care taken in renovating older commercial buildings,
designing new infill commercial structures, and creating and maintaining
attractive public areas and streetscapes throughout the Village Core.

* To Add to and Strengthen the Current Mix of Freeport’s Downtown
Activities. This should include expanding the base as a retail destination by
adding home furnishings, tabletop, decorative items, additional food and
beverage, and selected high-quality retail apparel and accessory stores not
currently in the market. The mix will also be strengthened by adding new
activities and venues that will create more reasons to come to Freeport and/or
stay longer in the area (such as the theater/performance and dining
opportunities mentioned earlier). Retail recruitment should be a combined
effort between property owners and the downtown property owners association
in partnership with the FEDC and FMA, and supported by the Town of
Freeport.

* To Extend the Average Length of Stay for Visitors. Because the most
significant growth potential for retail and other commercial/civic activities will
come from visitors (supplemented by area residents), adding recreational,
cultural and dining opportunities to downtown Freeport will increase the length
of stay in the town. Moreover, it will help reposition the community as more
than just a shopping destination. Realizing this goal will require that both of
the preceding goals be met and sustained — without a sense of place and
selected new uses, there won’t be enough new reasons to come to Freeport to
draw more visitors and/or keep current visitors longer. Length of stay
correlates directly to the amount of money spent locaily — a longer shopping
trip can translate into a meal, a recreational activity can become an overnight
stay in a hotel plus several meals, plus purchase of recreational equipment and
clothing, etc.

The ERA team believes that achieving these goals will require several changes
from current strategies:
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The Town should take a more active role participating in improvements to the
downtown area. This is a political as well as an economic issue. As explained
earlier, in our experience, local governments should play a major role in downtown
development and sustaining the economic stability of commercial centers. In
Freeport's case, this conclusion is based on the reality that the Village Core
contributes a disproportionate share of local property taxes to Freeport’s tax base,
and that source should be protected and sustained.

Property owners should continue to seek partnerships to implement civic
projects and investments. Providing public-serving uses (theaters, parks, outdoor
recreation, transportation, educational facilities) should not solely be the
responsibility of the private sector, or (in a town the size of Freeport) of the public
sector. We believe it will require a commitment from both the public and private
sectors for civic improvements and investments to succeed in Freeport.

As the dominant retail entity in Freeport, L.L. Bean has a significant stake in the
outcome of the Vision 2010 project; the company should play a greater role in
defining and implementing commercial and civic developments. As a primary
Village Core landowner, L.L. Bean can leverage its ownership in fostering
completion of projects such as the proposed parking structure and (eventually) a
downtown inn featuring L.L. Bean products (and the Maine lifestyle). Both the inn
and the parking structure can be linked to Outdoor Discovery School programs as
part of package deals for visitors. Both to reinforce the outdoor recreation focus of
L.L. Bean’s image and to move the retailer's products, ERA believes that the
Outdoor Discovery School can be expanded to the benefit of both the company and
the town. ERA believes that participation by L.L. Bean in ‘packaging experiences’
locally will legitimize the effort and also increase product sales,

Formalizing Vision 2010 and the capacity and steps to complete it will set the
approach, priorities and schedule for the implementation program. ERA’s
recommendations are tied to incremental growth in market capture and increasing
average per capita expenditures (of both time and money) in Freeport. Vision 2010
has correctly been structured as a basis for unified efforts for the future, but we
believe the strategy is incremental, rather than characterized by a single solution,
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General & Limiting Conditions

Every reasonable effort has been made to ensure that the data contained in this
study reflect the most accurate and timely information possible. These data are
believed to be reliable. This study is based on estimates, assumptions and other
information developed by Economics Research Associates from its independent
research effort, general knowledge of the market and the industry, and consulta-
tions with the client and its representatives. No responsibility is assumed for
inaccuracies in reporting by the client, its agent and representatives or any other
data source used in preparing or presenting this study.

No warranty or representation is made by Economics Research Associates that any
of the projected values or results contained in this study will actually be achieved.
Possession of this study does not carry with it the right of publication thereof or to
use the name of "Economics Research Associates" in any manner without first
obtaining the prior written consent of Economics Research Associates. No
abstracting, excerpting or summarizing of this study may be made without first
obtaining the prior written consent of Economics Research Associates. This report
is not to be used in conjunction with any public or private offering of securities or
other similar purpose where it may be relied upon to any degree by any person,
other than the client, without first obtaining the prior written consent of Economics
Research Associates. This study may not be used for purposes other than that for
which it is prepared or for which prior written consent has first been obtained from
Economics Research Associates.

This study is qualified in its entirety by, and should be considered in light of, these
limitations, conditions and considerations.
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2. Market Overview & Demand Estimates

Introduction

As the basis for evaluating opportunities to reinvigorate the retail base of Freeport
and identify a positioning strategy for the Village Core, Economics Research
Associates analyzed those factors that help contribute to Freeport’s overall
economy. These include demographic conditions of residents, of both the town and
other selected communities in southern Maine, such as population and household
growth, employment growth and other appropriate economic indices. Another
critical component of the town’s economy is its visitors; detailed information on
visitors to Freeport were included in our consumer/pedestrian intercept survey of
459 visitors to the town that was conducted over three days during the Columbus
Day holiday weekend in October 2001.

Section Summary

* Freeport’s position near Portland is both a strength and a weakness. The
Portland resident market is larger and better served in entertainment and dining
opportunities, drawing a portion of its support from Freeport due to more
options available there. At the same time, Freeport’s strength as a shopping
destination draws some support from Portland residents. While the Freeport
resident market is small, its part in the regional marketplace (and ability to draw
sales from Portland’s growing market/job base) is an asset for future
development, especially if new experiences are added to the mix in Freeport
that are not present elsewhere in Cumberland County.

= While Freeport has had a mild softening in its rate of growth in retail sales in
recent quarters, the town still has outperformed Kittery in overall sales
expansion over time.

* The spring shoulder season (May and June) represents only about 15% of
annual room occupancy, and is an opportunity to focus marketing and
programming to fill in unused capacity during pleasant weather.

» The visitor survey indicates that fall visitors are older and more affluent than
regional residents are. Only about 30% of Fall visitors to Freeport stay
overnight, and 70% have never spent the night, indicating the opportunity to
extend stays and attract more per capita expenditures from existing markets.
This growth opportunity does not require attracting new visitors/shoppers; it
does require creating other reasons for them to spend a longer period of time in
Freeport than just the average shopping trip. As noted in Section 4, ERA
recommends that the survey be repeated during the peak season to compare
visitor characteristics then against those of Columbus Day visitors.

» ERA’s estimates suggest that Freeport’s average retail sales level is $387 per
square foot. This is far higher than typical downtown sales of about $130 to
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$150 per square foot in communities of Freeport’s size without the visitor base,
and almost 12% higher than average mall sales productivity in the United States
in February 2002. Estimated per capita retail sales in Freeport are about $59,
again higher than national averages, and indicating Freeport’s power as a retail
destination.

* For food and beverage, average sales productivity in Freeport is about $481 per
square foot, with per capita sales a low $4.23. Due to higher initial
investments, higher operating costs and greater vulnerability to seasonal
patterns, the opportunity for expansion of food and beverage is more
problematic. However, demand can be significantly increased by incremental
growth in supplemental activities, increased length of stay and addition of non-
conventional operations such as a Culinary Training Program restaurant.

* The estimated 567,000 square feet of retail in Freeport represent a very strong
base for growth and expansion, paced to incremental market increases and
selective additional retailers and food service operations.

The remainder of this section synthesizes key findings and market trends across a
range of sources used during the course of our research.

Area Demographic Profile

The following summarizes relevant demographic trends and profiles the economic
characteristics of Freeport and other nearby communities in southern Maine.
Notable characteristics are highlighted below and illustrated in the tables at the end
of this section.

Table 1

» Freeport is considered a part of the Portland Metropolitan Statistical Area
(MSA), which consists of Cumberland County and part of York County. ERA
examined demographic trends for Cumberland, York and Androscoggin
counties as well as selected communities in southern Maine, including Portland,
Cape Elizabeth, Falmouth, Freeport, Kennebunkport and Kittery.

"  With 265,612 residents, Cumberland County is the largest county in Maine
in both population and population density. In fact, the county accounts for over
20% of Maine’s population. Between 1990 and 2000, the county’s population
increased by 9%. Local and regional officials anticipate similar, if not more
significant, growth during the next decade, as Portland has been recognized by
various publishers as one of the country’s best places to live.

* Of the communities surrounding Portland, none is growing faster than
Falmouth, which added 2,700 residents during the 1990s—a 36% increase
over 10 years. Notably, both Freeport and Falmouth experienced the largest
rate of increase in population during the 1990s. The increasing popularity of
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communities along the coast to the north of Portland signifies that demand for
Portland-area homes is strong. For example, the number of single-family
homes sold in York County was 14% greater in February 2002 than in February
2001.

= Freeport also has the highest percentage of households with children under the
age of 18 (36.8%). This figure is over 4% higher than the state average and
almost 14% higher than in the City of Portland and suggests that the TBCC’s
focus on economic expansion of the core will pay off in generating higher tax
revenues to fund municipal services such as schools. By comparison, 29% of
the households in Kittery have children under the age of 18 years.

A comparison of population growth between 1990 and 2000 in Freeport and
selected Portland-area communities is illustrated below:

/165,008 . 186,742 - 13.1% 21644

Employment Trends & Forecast

The Portland MSA represents the strongest economic region in the State of Maine.
The county’s significant population base and accessibility to other major New
England markets such as Boston has fueled Portland’s role as northern New
England’s strongest market.

Cumberland County contains the largest labor force in Maine, accounting for over
28% of the state’s non-agricultural employment. Notably, Cumberland County’s
job base expanded by 9.7% between 1991 and 2001, which represents an
increase of almost 13,000 jobs throughout the county. The strength of the area
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economy is also reflected in current unemployment rates in both Cumberland and
York counties, which are extremely low and both are below the statewide average

of 4.0%.

The Portland MSA economy is primarily service-based, with one-third of all
jobs in Services. Like most locations across the United States, growth in Services
fueled the Portland-area economy during the 1990s, with almost 40% of the job
growth between 1993 and 2000. However, unlike other regional economies in
the U.S., Cumberland and York counties continued to experience growth in
manufacturing employment. In fact, between 1993 and 2000, the number of
Maine residents employed in manufacturing-related jobs decreased 6.5%, but in
Cumberland and York counties, manufacturing employment increased by 7.0% and
8.8%, respectively, an increase of 1,000 jobs in each county. Local manufacturers
have traditionally produced pulp and paper products, electronic components,
lumber and wood, footwear and food products.

Despite Cumberland County’s strong reliance on service employers, the economy
is relatively diverse. Large corporations such as L.L. Bean, Unum Provident,
Delahaize, Verizon and Fairchild Semiconductor generate over 14,000 jobs.

Though still well below state and national averages, Cumberland County’s
unemployment rate has been rising steadily since July 2001. The
unemployment rate in March 2002 was 3.0%, which was the highest monthly rate
since March 1998. Other relevant employment data are summarized below:

Table 2

= Inall three counties (Androscoggin, Cumberland and York) and in each of the
communities profiled by ERA (Cape Elizabeth, Falmouth, Freeport,
Kennebunkport, Kittery and Portland), the number of employed persons
increased faster than the labor force expanded. For example, in Cumberland
County, employment increased 10.4% between 1990 and 2001 while the
labor force grew 8.8%. This fact reveals the increasing number of residents of
other counties across southern Maine who commute to Cumberland for work,
as the increase in real job growth jumped by 1.6% over the last 11 years, higher
than the rate for the state as a whole.
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Change in Non-Farm Employment 1993-2000

|__Cumbertand County | Maine
1993 2000 1993 2000

5571 8011 21077 29675

Construction & Mining

Manufacturing 14,808 15,843 80,847 84,911
Transportation & Pub. Util. 6,134 7,481 21,564 23,573
Wholesale & Retail Trade 40,223 47146 130,207 150,205
F.I.R.E. 12,533 13,967 24,688 30,704
Services 38,546 52,908 125,036 169,168
Government 10,235 16,692 74,726 80,550
Total DORG 5t Fr ‘
Absolute Change 33,998 80,641
% Change

Absolute Change as % of Maine

SOURCE: MAINE DEPARTMENT OF LABOR; ECONOMICS RESEARCH ASSOCIATES.

* Cumberland County accounted for almost half of all non-agricultural job
growth in Maine between 1993 and 2000.

= ERA examined forecasted employment growth over the next 25 years as
prepared by Woods & Poole, Inc., a demographic forecasting service based in
Washington, D.C. Future job growth in Cumberland County is expected to be
strongest in Services and Transportation/Communications. In total, Woods &
Poole estimates that over 48,000 new jobs will be created in Cumberland
County by 2020.

Employment growth projections through 2020 in Androscoggin, Cumberland and
York counties is illustrated in the chart below:

Forecasted Job Growth
Cumberland County, 2000-2020

Absolute

2000 2010 2020 9% Change

mcxer o eI =

Androscoggin 58,600 63,130 69,200 18.1% 10,600

Cumberland 211,390 234,250 260,060 23.0% 48,670
York 88,970 99,770 111,740 25.6% 22,770
Total 358,960 397,150 441,000 22.9% 82,040

SOURCE: WOODS & POOLE ECONOMICS; ECONOMICS RESEARCH ASSOCIATES.
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Visitor Profile

A crucial element of a repositioning strategy for Freeport is to understand the
behavioral patterns and demographic characteristics of consumers, shoppers, and
visitors to Freeport. To this end, Hollander Cohen & McBride of Baltimore, MD,
in conjunction with Seaport Surveys of Portland, administered a survey that
included questions regarding frequency of visits to Freeport, spending patterns,
places visited and demographics. A total of 459 pedestrians responded to the
survey over three days during Columbus Day weekend (October 6-8) of the year
2001. The survey questionnaire appears in the Appendix to this report; highlights
of the findings follow.

So You've Been Here Before?

= Of'the 459 respondents, 116 (roughly 25%) were residents of Southern Maine
(comprised of Androscoggin, Cumberland, Kennebec, Knox, Lincoln,
Sagadahoc and York counties). Over half of these respondents (68) were
residents of Cumberland County. For purposes of the survey, these respondents
were defined as Jocal respondents.

* Only 26 respondents (6%) were residents of other areas of Maine outside of the
Jurisdictions identified above, while more than 300 respondents (65%) were
from a state other than Maine. Less than 4% (17 respondents) were residents
of another country. For purposes of the survey all of these respondents were
defined as tourist respondents.

* Notably, twe-thirds (66%) of the tourist respondents were return visitors to
Freeport; the median number of previous visits was five. However, for
persons making a day trip (also known as daytrippers), the median number of
previous visits was eight, which speaks well of Freeport’s ability to attract
repeat visitation with its current offerings.

* In terms of seasonality of the visit to Freeport, 49% of the return visitors came
to Freeport previously during the summer, 93% visited previously during the
fall, 26% arrived during the winter and 32% visited during the spring.

* Of those visiting Freeport for the first time (116 of the 459 respondents), most
(41%) had read about Freeport in tour information or in a guidebook. Other
information about Freeport was obtained from a variety of methods—via word
of mouth (29%), L.L. Bean mailing (28%), from an ad or commercial (6%), or
specific requests for tourist information (6%).

The Demographics of Freeport’s Visitors

The survey also obtained information about the demographics of visitors to
Freeport as highlighted below.,
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The median age of tourist respondents was 49.5; the median age of local
respondents (residents of Southern Maine) was 39.5.

The mean party size was 2.87. ERA believes that this figure is slightly inflated
due to the preponderance of bus tours to Freeport during the peak season and on
specific peak days such as the Columbus Day holiday.

Annual household income levels for total respondents were fairly even
distributed over four income brackets (i.e., less than $50,000, $50,000-$75,000,
$75,000-$100,000 and over $100,000 per year), but differences between the
local respondents are tourist respondents are more marked. Only 28% of
Southern Maine residents have incomes over $75,000, while 48% of tourist
respondents fall into the same group.

How Did You Get to Freeport?

84% of tourist respondents arrived in Freeport in a private motor vehicle or RV.
Of these, 94% found the directional signage to Freeport adequate and easy
to follow. Notably, 67% of the tourist visitors who arrived by car or RV stated
that parking was adequate and easy to locate; yet, one-third of the visitors
said parking was hard to find.

Of those travelers who responded that they were away from home overnight
(290), only 87 (30%) said they would be spending the night in Freeport. Of
those, 68 (78%) were staying in a hotel or B&B, another 11 (13%) were staying
with friends or relatives and eight visitors (9%) were camping or staying in a
RV park.

Suggesting the critical importance of identifying opportunities to extend the
visitor stay in Freeport, over two-thirds (70%) of tourist respondents said
they had never spent the night in Freeport lodging facilities.

Most of the tourist respondents (57%) said they had been planning the trip to
Freeport for less than four weeks, while 22% had been planning for 1-5 months
and 21% had been planning for more than five months.

What Will You Do While Here?

Almost half (43%) of all respondents said their primary reason for visiting
Freeport was for general shopping and 37% stated they were in Freeport
specifically to visit L.L. Bean. Nineteen percent of tourists (and 3% of southemn
Maine residents) said that their primary reason was general sightseeing. Only
one person said an outdoors program was the primary reason he/she was in
Freeport. (This limited response may have more to do with the time of the
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survey—Columbus Day weekend—and less to do with any limitations
associated with the current offering of outdoor discovery programs).

When asked to list other activities planned while in Freeport

98% of respondents planned to shop

55% planned to eat at a table service restaurant

46% planned to purchase food over the counter or at a drive-through
20% planned to go to a pub or tavern

15% planned to visit the waterfront

3% planned to attend a discovery or outdoors program, and

2% planned to go on a marine life cruise.

Fully 87% of all respondents said they planned to visit L.L. Bean. Tourists
were slightly more likely to have this on their agenda (92%) than southern
Maine residents (75%).

Slightly more than half (53%) of all respondents had no plans to visit other
towns in Southern Maine on their trip. Those with other stops planned listed
Portland (23%), Kittery (9%), Bar Harbor (8%) and Kennebunkport (4%) or
another town in Southern Maine (20%).

Of those respondents planning to visit other towns in Southern Maine (215),
41% said that Freeport was their primary destination. Of those who said
Freeport was not the primary destination, 48% said they stopped in Freeport on
the way to meet family or friends or to conduct business. One-third (33%) said
they had stopped in Freeport en route to vacation or sightsee at the primary
destination.

Shop ‘Til You Drop

After L.L. Bean, the top five stores at which respondents planned to shop were
Gap Outlet, Dansk Outlet, Banana Republic, Polo Ralph Lauren and
Abercrombie & Fitch.

When asked to specify what types of merchandise they were shopping for

73% of respondents said female apparel
57% said male apparel

34% said children’s apparel

33% said footwear

25% said Athletic/outdoor equipment

12% said Maine-made crafts/products, and
10% said Toys and games
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» Less than 10% of respondents listed jewelry, books and music, general
browsing, Christmas shopping, toiletries/ fragrances and luggage or leather.

»  When asked what percentage of their total expenditures on this trip would be
spent in Freeport, many respondents (30%) said between 10% and 24%. The
mean response for tourists was 29%. By comparison, local respondents, i.e.,
residents of southern Maine, planned to spend a majority (61%) of their total
trip expenditures in Freeport.

What Would You Like to See in Freeport?

» When asked what Freeport could add or change that would extend their next
visit to Freeport, many respondents (28%) said improved traffic flow or
parking. However, 41% said that nothing could be added or changed that
would extend their next visit (suggesting that currently Freeport meets their
needs or expectations).

» Other responses to this question included adding table service restaurants (9%),
adding restrooms (6%), expanding night life options (6%), or adding a specific
store (2%). Specific stores suggested included Old Navy, J. Jill, Liz Claibomne,
Staples, Babies ‘R’ Us, Nike and Catherine’s.

Assessed Values in the Village Core

One of the study’s major tasks included research on alternative management and
implementation strategies such as a Business Improvement District (BID) for the
Village Core. To that end, ERA researched current assessed values in the Village
Core to help frame our research on potential funding for such strategies. Based on
information provided by the town’s Assessor, ERA calculated the current assessed
values for Residential and Service and Trade uses (categories identified in the
Assessor’s database). These uses and current values are summarized in Table 3,
which is included in the section at the end of this report. ERA notes that these
assessed values are current as of fiscal year 2002; at the time ERA and Sasaki
Associates were completing the report, the town was in the process of a new
valuation which was due to be compieted at the end of the summer.

Please note that all of the tables from which these conclusions are drawn have been
included in the section at the end of this report (Volume 1).

Table 3

* As illustrated in the table, residential uses on various streets in the Village Core
comprise less than 4% of the total assessed value, or $3.9 million in land and
buildings.
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» By comparison, 40 properties are identified in the Service and Trade category
and not located on Main Street have a current assessed value of more than
$26.8 million, or roughly one-third of the total value in the Village Core.

= The majority of property taxes generated in the Village Core are from
commercial (i.e., Service and Trade) properties located on Main Street. Since
many BIDs exclude residential properties from the special assessment practice,
it is likely that commercial uses on Main Street would generate the lion’s share
of revenues generated from such a strategy.

» There are approximately 37 properties on Main Street with a total current
assessed value of $73.5 million, or 73% of the total assessed value of the

Village Core.

At current values, a special assessment (typically based on some increment such as
a percentage of total assessed value or as a specific amount per building area) could
have the potential to generate a sizable recurring revenue stream. In a BID
structure, these revenues are typically used to address such issues as maintenance,
beautification, marketing and the like in commercial districts such as the Village
Core. Other management structures rely on voluntary participation by property
OWners.

Traffic Patterns

Table 4 illustrates limited information available on average daily traffic counts at
selected locations in Freeport. This information is based on intermittent traffic
counts conducted by the Maine Department of Transportation since 1991. These
locations include four specific points along Main Street (Elm Street, Bow Street,
West Street and Desert Road) and along 1-95, south and north of Desert Road.

= These data indicate that average daily traffic counts along Main Street have
averaged almost 15,000 vehicles per day since 1991 at these four specific
locations (ERA has assumed that the traffic counters cover only one side of
Main Street). Unfortunately, since counts are so sporadic (and, in fact, no
counts were taken in 1991, 1994, 1996, 1998 and 1999), it is difficult to
ascertain more specific trends.

* By comparison, annual counts are taken along [-95 in Freeport. These trends
indicate that traffic has increased by 29% since 1991 across both the
northbound and southbound lanes of 1-95. Not surprisingly, northbound traffic
increased at a faster clip—reflecting, in part, an increase in the population in
southern Maine and/or visitor traffic.

» ERA also compared the increase in traffic to that in Kittery, given the increase
in competition that retailers in Freeport are facing from their counterparts in
Kittery. Interestingly, traffic counts along I-95 in Kittery (counts taken at the
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New Hampshire state line) increased by a smaller margin—-23% to Freeport’s
29%. However, the volume of daily traffic is higher in Kittery—almost 36,000
vehicles per day versus 24,400 vehicles per day in Freeport—along the
interstate.

Comparison of Retail Sales Trends

As part of the information to help guide a retail demand potentials analysis, ERA
examined trends in taxable retail sales in Freeport and compared those trends to
those in both Kittery and Portland. This information is based on data provided by
Maine Revenue Services and includes taxable sales in seven categories—general
merchandise, other retail, food service, lodging, groceries, auto/transportation and
building supplies. These are highlighted in Tables 5 through 9 and summarized as
follows.

Tables 5-9

* Since 1991, retail sales in Freeport have increased at an average annual
rate of 2.5% per year, increasing from $207 million in 1991 to $264.2 million
in 2001. This would be considered a solid rate of growth. However, sales
patterns indicate spikes and declines across many categories. The strongest
rates of growth occurred in Lodging (not surprisingly given the opening of new
hotel properties such as Hampton Inn), Food Store (groceries) and Building
Supplies. These latter categories reflect additional resident-based demand and
are less dependent on visitor expenditures.

* Notably, while sales in the Other Retail category increased by 4% per year,
General Merchandise sales (i.e., department stores and brand name stores
according to the state) decreased from $79 million to $63.8 million in 2001.
This likely reflects the departure of several retailers from Freeport or
relocations to Kittery. Other Retail includes drug stores, jewelry stores,
sporting goods stores, antique dealers, bookstores and other miscellaneous
categories.

* As shown in Table 6, ERA also examined quarterly retail sales trends in
Freeport as a means of identifying weak periods that could be strengthened as
part of an overall repositioning strategy. These trends indicate a fairly uniform
pattern of expenditures—first quarter sales since 1996 have been consistent
(12% to 14%), second quarter sales also exhibit uniformity (18% to 20%).
However, third-quarter sales (i.e., the peak summer season) have declined
as a percentage of total sales in Freeport—from 35% in 1996 to 33% in
2001. Fourth quarter sales (i.e., holiday season) have also remained fairly
consistent in a tight range of 33% to 35%.
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= By comparison, retail sales in Kittery have increased at an average annual rate
of 3.5% since 1991 (Table 8). While the decline in General Merchandise sales
in Freeport is striking, the increase in sales in this category in Kittery is equally
notable. In fact, General Merchandise sales jumped 3% per year, from $84
million in 1991 to $114.2 million in 2001. More significant increases have
been recorded in Other Retail sales in Kittery, increasing almost 13% per
year, from $20 million in 1991 to $65 million in 2001.

» Today, Other Retail comprises fully 59% of total retail sales, while General
Merchandise has declined from 38% in 1991 to 24% today. [t is also
interesting to note that the catastrophic events of September 2001 did not
materially appear to affect retail sales in Freeport. While total sales remained
generally flat between 2000 and 2001 (around $264 million), sales in Kittery
declined by more than $10 million—from $230 million to $219 million.

L.L. Bean Outdoor Discovery Schools

To inform discussion of ERA recommendations for expansion and diversification
of L.L. Bean’s Qutdoor Discovery Schools (ODS) programming, following are
background on ODS, class descriptions, and current offerings. This information is
the basis for the New Visits Generated by New Programming scenario in the Retail
Demand Analysis portion of this section and is referenced again in Section 4,
Market Positioning Strategy.

L.L. Bean’s Outdoor Discovery School was founded in 1979, 62 years after the
opening of the original Main Street store in Freeport, and just three years after the
construction of the new Freeport store. It attracts approximately 7,000 adults and
children, from all over the country, and generates an estimated $500,000 in fee
revenues annually. While it is assumed that Outdoor Discovery participants
generate additional revenues through equipment purchases, L.L. Bean does not
track such data.

The program was conceived from one of the company’s guiding principles: to
promote safe outdoor activity. Outdoor Discovery’s Walk-On Adventures are
available at the Freeport, Tysons Corner, Virginia, Columbia, Maryland, and
Marlton, New Jersey stores. In-depth courses are offered out of Freeport, in the
Blue Ridge Mountains of Virginia, and on the Chesapeake Bay in Maryland.

Walk-On Adventures

Outdoor Discovery’s Walk-On Adventures are one to two hour introductory
experiences offered in-store at four L.L. Bean stores. Kayaking and fly casting
classes are open to adults and children over 8 and are taught each weekend
beginning the first of June, and daily starting mid-June. The sporting clays
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shooting class is open to participants over 12 and is offered every weekday starting
mid-June. Classes are generally limited to 12 to 15 participants, but class size
varies from store to store, and by activity. The fly casting program fee is $10;
kayaking and sporting clays shooting each cost $12.

Outdoor Discovery Schools Offerings

Outdoor Discovery’s in-depth courses are offered out of Freeport, in the Blue
Ridge Mountains of Virginia, and on the Chesapeake Bay in Maryland. Classes are
offered in kayaking, fly-fishing, outdoor leadership (survival, navigation, first aid),
and sporting clays shooting. Day and overnight instructional excursions ranging
from two to seven days are offered in kayaking, canoeing, fly-fishing and outdoor
photography.

The kayaking workshops are designed for beginners — featuring basic paddling
skills and an intro to necessary equipment — through advanced paddlers - featuring
advanced techniques and solo survival skills. Day and overnight excursions,
offered for individuals and families, combine instruction with exploration of scenic
Maine waterways. Fees include camping, meals, and equipment. Class and trip
offerings out of the Freeport, Maine store follow.

LL Bean Outdoor Discovery Schools
Freeport, Maine Paddling Offerings, 2002

Available Cost per
Sessions Season Days Participant

=y e

1-Day Sea Kayak Workshop
2-Day Sea Kayak Workshop 13 May-August  Sun.-Mon.
3-Day Sea Kayak Workshop 6 May-August  Sun.-Tues.
Advanced 3 %z-day Sea Kayak Workshop 3 June-August  Tues.-Fri.

y
"o

ayAuu " Tues., Sat.

Hermit I!and Oenight June-August Fri-Sun.

: ‘. :
Casco Bay Kayak Exploration 3 June-August Fri.-Sun. § 395
Family Camping ) June-August  Wed.-Fri. § 375
Family Kayak Day Trip 24 June-August Wed,, Sat. $ 85

'- ) une-Sept. ed.
Canoe Camping 4 July-August Wed.-Fri.

A A
o
on
O

SOURCE: LL BEAN, ECONOMICS RESEARCH ASSOCIATES, 2002,

The fiy casting and fishing program offers classes and trips tailored to the beginner
as well as the experienced angler. The 3-day Grant’s and Weatherby’s camps in
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the program are offered out of the Freeport location, but take place at Kennebago
Lake and Grand Lake Stream, respectively. Freeport offerings appear below.

LL Bean Outdoor Discovery Schools
Freeport, Maine Fly Fishing Offerings, 2002

Available Cost per
Sessions Season Days  Partic

6  Apri-August  Sat, Sun. $ | 200

1

-Day Fly Fishing Schoo
2-Day Fly Fishing School 10 April-August Sat.-Sun. $ 325
2-Day Family Fly Fishing Schoo! 1 Juiy Sat-Sun. $ 300
1-Day Saltwater Fly Fishing School 4 May-August Sat. $ 200

3-Day Fly Fishing School at Weatherby's ) et. Sun.-Thurs. § 11 95
3-Day Fly Fishing School at Grant's 3 May-Sept. Sun.-Thurs. $ 1,195

SOURCE: LL BEAN, ECONOMICS RESEARCH ASSOCIATES, 2002.

The outdoor photography program includes two trips. The Windjammer
Photography Cruise takes participants to uninhabited Maine islands to photograph
landscapes and seascapes. It is offered three times each summer, runs from
Tuesday to Saturday, and costs $750 per participant. The Moose Photography
Getaway Weekend provides travel to one a Maine moose habitats for instruction on
the animals’ habits, as well as lighting and composition. It is also offered three
times each summer, runs from Friday to Sunday, and costs $595 per participant.

Outdoor Discovery also provides instruction in the growing sport of sporting clays
shooting. Options include organized trips to a loca] “walk-through” sporting clays
course, a 1-day school, and private lessons for groups of one to three, These
classes are only offered out of the Freeport store and are listed below.

LL Bean Outdoor Discovery Schools
Freeport, Maine Sporting Clays Shooting Offerings, 2002

Availabte Cost per
Sessions Season Days Participant {1)

7 Sept.-Oct. Sun. $ 3
1-Day Sporting Clays School 10 Aug.-Sept.  Sat.-Sun. $ 250

(1) Cost for Sporting Clays in the Woods s per round, 50 targets per round, gun and am
included. Cost for private lessons is the range for one to three hour fessons.

SOURCE: LL BEAN, ECONOMICS RESEARCH ASSOCIATES, 2002.
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the program are offered out of the Freeport location, but take place at Kennebago
Lake and Grand Lake Stream, respectively. Freeport offerings appear below.

LL Bean Outdaor Discovery Schools
Freeport, Maine Fly Fishing Offerings, 2002

Available Cost per
Sessions Season Days  Participant

w2 B

1-Day Fly Fishing Schooi ApriAugust  Sat, Sun. $
2-Day Fly Fishing School April-August  Sat.-Sun. $
2-Day Family Fly Fishing School 1 July Sat-Sun. §
1-Day Saltwater Fly Fishing School 4 May-August Sat. $

3-Day Fly Fishing School at Weatherby's June-Sept Sun.-Thurs. § 1,195
3-Day Fly Fishing School at Grant's 3 May-Sept. Sun.-Thurs. $ 1,195

SOURCE: LL BEAN, ECONOMICS RESEARCH ASSOCIATES, 2002,

The outdoor photography program includes two trips. The Windjammer
Photography Cruise takes participants to uninhabited Maine islands to photograph
landscapes and seascapes. It is offered three times each summer, runs from
Tuesday to Saturday, and costs $750 per participant. The Moose Photography
Getaway Weekend provides travel to one a Maine moose habitats for instruction on
the animals’ habits, as well as lighting and composition. It is also offered three
times each summer, runs from Friday to Sunday, and costs $595 per participant.

Outdoor Discovery also provides instruction in the growing sport of sporting clays
shooting. Options include organized trips to a local “walk-through” sporting clays
course, a 1-day school, and private lessons for groups of one to three. These
classes are only offered out of the Freeport store and are listed below.

LL Bean Outdoor Discovery Schools
Freeport, Maine Sporting Clays Shooting Offerings, 2002

Available Cost per
Sessions Season Days Participant (1)

porting Clays in the Woods 7 S. Oct. Su. ” '
1-Day Sporting Clays School 10 Aug.-Sept.  Sat-Sun. $ 250

(1) Cost for Sporting Clays in the Woods is per round, 50 targets per round, gun and am
included. Cost for private lessons is the range for one to three hour lessons.

SOURCE: LL BEAN, ECONOMICS RESEARCH ASSOCIATES, 2002.
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Retail Demand Analysis

As a means of identifying opportunities for additional retail and restaurant uses as
part of a positioning strategy in Freeport, ERA prepared a series of demand models
that reflect various scenarios ranging from growth in visitor levels, growth in
expenditures and/or expanding specific program elements such as L.L. Bean’s
Outdoor Discovery offerings as a means of extending the visitor stay. Tables 10
through 16 lay the foundation for the analysis. The models - New Visits Generated
by New Programming, Increase the Average Retail Spend, and Increase the
Number of Visitors — appear in Tables 14A-E, 15, and 16 and are described in detail
later in this section.

Table 10

The first phase of the Freeport Vision 2010 Initiative included a physical
assessment by BTA Architects, Inc. of Cambridge, MA. ERA tabulated data on
existing building area in the Village Core, by use, in order to use these inputs in
determining changes in productivity (i.e., sales per sq. ft.) for the models described
above,

As iliustrated in the table, the Village Core contains more than 727,000 sq. ft. of
commercial uses, the majority of which (78%b) are retail. These uses are spread
across approximately 80 acres, resulting in an average density (i.e., building
coverage to total land area) of approximately 23%. Notably, the BTA study
identified only 33,000 sq. ft. of restaurant space in VC-1.

Table 11

The TBCC Committee estimates that the number of visitors to Freeport is in the
range of 3.5 million to 4 million annually. However, no accurate count exists.
Table 11 illustrates ERA’s methodology of “backing in” to that visitor count using
actua] data in the form of traffic counts.

Using the average daily traffic counts on Main Street (1991-2001) of 14,900+, and
assuming 2.0 passengers per vehicle yields total annual vehicle passengers of 10.9
million, or 10,400 visitors to Freeport on an “average” day. Of course, some
portion of these “visitors” are trips generated by employees, store deliveries and
local residents in the Village Core for activities other than shopping. The model
segments these various trips as follows.

= 3.75 million annual visitors at an average of 2.5 visitors per vehicle generates
4,100 daily visitor trips over 362 shopping days;

= 120 retail establishments with an average of 8 employees each and daily
employee trips of 1.5 (for lunch, errands, etc.) and 1.5 daily deliveries per store
yields approximately 1,620 daily retail employee and delivery trips;

= Reducing the total average daily traffic on Main Street by these two sources of
trips yields the remainder—which ERA has attributed to resident-based trips—
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of approximately 9,200 daily resident trips for trips to the Post Office, Town
Hall and the like.

Table 12

Table 12 estimates the number of hotel guests to Freeport on a seasonal basis for
selected lodging facilities in the town. (At the request of hotel operators, these
facilities are confidential). At an average annual occupancy of almost 72%, these
facilities generate approximately 114,500 annual roomnights, or 171,800 guests at
an average of 1.5 persons per occupied room. )

ERA then distributed these overnight guests on a seasonal basis at assumed
occupancies ranging from a low of 55% in the off-season to a high-season rate of
100%. This was done as a means of identifying where weaknesses may be present,
by season, to “backfill” roomnight demand that might be generated by additional
activities. This illustrates that the spring shoulder season (May and June),
which accounts for only /5% of the estimated seasonal roomnights, should be
an area of focus in a positioning strategy.

Table 12 also calculates the average number of daily guests—in this methodology,
daily overnight guests in Freeport are in the range of 475. This estimate was
prepared to identify a base of potential market segment of “diners” to inform a
direction for a food & beverage demand analysis.

Finally, Table 12 tests this overall methodology based on actual taxable lodging
sales (provided by Maine Revenue Services), by season. It illustrates that
roomnights in the high season are filled by properties other than those illustrated
here, such as B&Bs, and that off-season occupancies may not be as high as the 55%
that ERA used in this analysis.

Table 13

This table is a critical component of a retail demand analysis in that it measures the
estimated productivity (i.e., sales per sq. ft.) of retailers in Freeport today. For
example:

General Retail

= Based on actual taxable sales provided by the state, ERA estimates that General
Retail (i.e., General Merchandise and Other Retail) uses in Freeport perform at
an average of $387 per sq. ft. This is based on an existing retail inventory of
roughly 567,000 sq. ft. as identified in the BTA report.

*  Assuming 3.75 million annual visitors equates to per capita sales of $59

= Assuming that 65% of these total visitors to Freeport actually spend (or roughly
2.4 million) equates to an average transaction of $90
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Food & Beverage

* Based on actual taxable sales, ERA estimates productivity for restaurants
located in the Village Core at $481 per sq. ft. To derive this, ERA estimates
that roughly 73% of the town’s total food & beverage sales are spent in the
Village Core (based on estimated take-offs of each of the restaurants in the
Village Core). We utilized an inventory of 33,000 sq. ft. from the BTA report.

*  Assuming 3.75 million annual visitors equates to per capita sales of $4.23

»  Assuming that 60% of these total visitors to Freeport actually spent (or roughly
2.25 million) equates to an average transaction of $7.06. (We note that the
consumer survey revealed that 55% of visitors planned to eat at a table-service

restaurant).

New Visits Generated by New Programming
(Scenario 1, Tables 14A-E)

The first scenario speaks to the core of a positioning strategy for Freeport. It
proposes new and expanded programmatic elements of L.L. Bean’s Outdoor
Discovery Schools that result in new visits from various market segments (e.g.,
sports enthusiasts, aging boomers). ERA has estimated impacts on fee revenues,
lodging revenues, retail sales, and food and beverage sales of a) incremental
expansion of existing programs and b) development of packages to attract a new
market segment.

Following is the methodology used to calculate potential new revenues, and an
explanation of findings.

Total new revenues in each scenario are calculated based on the following:

= Average participants per class — the average number of persons in Outdoor
Discovery Schools (ODS) classes, across activity (kayaking, fly fishing,
sporting clays shooting, and outdoor photography). This figure is based on L.L.
Bean’s class capacity.

» Average daily fee — the average fee paid for classes, divided by the number of
days in a class session. For example, the fee for the ODS 2-Day Sea Kayak
Workshop is $200; its daily fee is $100. This allows comparison of 1-day,
multi-day, and overnight excursions across activity.

=  RBaseline participant days in Freeport — the minimum number of days ODS
participants are in Freeport, based on the current peak season (May to
September) calendar. As it pertains to 1-day and multi-day classes and trips,
this figure is the number of days classes are in session, i.e., 2- and 3-day classes
account for 2 participant days and 3 participant days, respectively. As it
pertains to overnight instructional excursions (like the 3-day Fly-Fishing School
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at Weatherby’s), this figure is two per trip, to account for the first and last days
of the excursion. These are the only trip days on which excursion participants
represent potential expenditures in Freeport. Please note that this figure is
distinct from the number of classes. The current ODS program offers 140
classes (excluding in-store activities, private lessons, and professional
development courses), which account for 210 participant days.

* Capture rates — the estimated percentage of ODS participants who will spend
on a given good or service. For the purposes of this analysis, these numbers are
the estimated percentages of ODS participants who will use Freeport lodging
facilities, make retail purchases, and spend on food and beverages.

® Average guests per room, average daily room rate, estimated daily
transactions, and average transaction value — average or estimated figures,
based on existing Freeport visitors and ERA industry research.

ODS also offers Walk-On Adventures, private lessons, and professional
development. As these courses represent a limited market with little impact on
retail expenditures in Freeport, they were not used in this analysis.

Following are estimates of potential new revenues that could result from new and/
or expanded programming at L.L. Bean’s Outdoor Discovery Schools, by class

type.

One-Day Classes and Trips

L.L. Bean currently offers 79 one-day classes or trips in kayaking, fly-fishing, and
sporting clays shooting. Table 14A shows potential new revenues from fees,
lodging, retail sales, and food and beverage sales, if current participant days are
expanded by 10, 15, and 25 percent. Capacity for participants in 1-day classes and
trips can be increased only by adding classes or by increasing the class size. ERA
has assumed that class sizes will be kept constant to ensure safety and a reasonable
student to instructor ratio.

ERA has assumed that a limited number of 1-day class participants will eat (50%),
shop (25%}, or remain in Freeport overnight (25%). Based on average room rates
and transaction rates, increasing the number of one-day classes and trips could
result in new revenues from $201,000 to $229,000.

Overnight Instructional Excursions

L.L. Bean currently offers 22 overnight excursions -- multi-day trips that combine
instruction, exploration, and camping or other lodging outside Freeport. For the
purposes of this analysis, ERA has used a class days figure of 44, representing the
first and last days of the ODS trip. The estimated capture rates for this group are
slightly higher; ERA estimates that 35 percent will stay in Freeport lodging
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facilities before and/or after their excursion, 50 percent will make food/beverage
purchases, and 50 percent will make another retail purchase. As shown in Table
14B, increasing the number of overnight excursions in the ODS program
represents $132,000 to $159,000 in potential new revenues.

Multi-Day Classes

L.L. Bean also offers classes that extend over several days, but do not include
camping or lodging in the package. The current ODS calendar shows 33 such
events, representing a total of 77 participant days. Since participants in these
classes start and end each day in Freeport over the course of two or more days,
ERA believes: a) capture rates for lodging and other expenditures are the highest
for this group, and b) this type of class, as a part of a deluxe getaway package,
represents an opportunity to generate a substantial number of new visits from
members of a higher-spending market segment.

Table 14C shows potential new revenues generated by an expansion of current
programming. Capture rates for lodging, food and beverage, and other retail are
estimated at 50 percent across the board. A very modest increase in the number
of multi-day classes represents $181,000 to $206,000 in potential new revenues.
A strongly expanded and marketed program could increase new revenues at a
much higher level, assuming that L.L. Bean commits to such a strategy.

Table 14D shows potential new revenues generated by the development of deluxe
packaging of multi-day classes with other Freeport activities, dining, and lodging.
ERA believes that this type of package would appeal to the aging boomer market -
a market that enjoys an active getaway, but would likely opt to stay in the
Harraseeket Inn over a tent, and to dine at the Jameson Tavern rather than around a

- campfire.

ERA estimates that the introduction of such a package would at least double
participation in the ODS multi-day classes. The “Baseline” column reflects this
level of participation. The 10, 15, and 25 percent increments represent potential
revenues resulting from aggressively marketing such a package to the appropriate
target markets, thus more than doubling existing partictpation and related revenues.
Once again, modest increases in volume would yield potential revenues from
deluxe packaging of multi-day classes range from $209,000 to $261,000, with
greater potential resulting from more aggressive programming and
marketing,

The incremental impacts on Freeport expenditures of each type of program are
summarized and compared in Table 14E. These projections should be considered
modest, pending the level of commitment made to complete facilities and programs
in Freeport.
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Increase the Average Retail Spend

(Scenario 2, Table 15)

In this scenario, ERA has assumed that retail spending (on a per capita basis)
increases by a factor of 2.5% (consistent with overall retail sales trends in Freeport
since 1991) and a more significant factor of 5%. Overall visitation does not
increase above the current estimated level of 3.75 million per year. The model
illustrates the impacts on current productivity (i.e., sales per sq. ft.) of an increase
in the average retail spend.

General Retail

= An additional $6 to $11 million in new General Retail sales

= Assuming no changes in space (i.e., 567,000 sq. ft. is maintained) yields higher
productivity on the order of $10 to $20 per sq. ft.

= Alternatively, if there is no change in productivity (i.e., sales of existing
retailers are maintained at $387 per sq. ft.), additional sales would then generate
demand for new space on the order of 14,000 to 28,000 sq. ft. in the near term.
As incremental increases in visitation and/or spending are realized, the
supportable square footage will also increase.

Food & Beverage

= An additional $400,000 to $600,000 in new restaurant sales if per capita sales
are increased by 2.5% to 5%

= Higher productivity in the range of $12 to $24 per sq. fi. of incremental gain, or
$495 to $505 per sq. fi.

= Assuming no change in the sales performance of existing restaurateurs,
additional sales would then generate demand for another 825 to 1,650 sq. ft. of
food & beverage space; this projection is based on conservative, near term
conditions. Again, increases in visitation and/or per capita sales, as well as
greater length of stay will increase both potential sales and the amount of
supportable space for food and beverage operations. Alternative operating
models, such as the recommended Culinary Training program offer other ways
to increase the range and number of food and beverage offerings downtown.

Increase the Number of Visitors

(Scenario 3, Table 16)

In the third scenario, ERA has assumed that retail spending is maintained at its
current levels (on a per capita basis), however, the number of visitors to Freeport
increases by 100,000 to 200,000. This clearly represents a sizable increase in
absolute volume and, as a rate of growth, a factor 0f 2.7% to 5.3%. In this
scenario, we assume that additional activities such as cultural offerings (e.g., a
seasonal movie theater) are added to the mix of uses in the Village Core as a means
of generating additional net new visitor traffic.
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General Retail

* An additional $6 to $12 millien in new General Retail sales

* Assuming no changes in space (i.e., 567,000 sq. ft. is maintained) yields higher
productivity on the order of $10 to $21 per sq. ft.

* Alternatively, if there is no change in productivity (i.e., sales of existing
retailers are maintained at $387 per sq. ft.), additional sales would then generate
demand for new space on the order of 15,000 to 30,200 sq. ft.

Food & Beverage

* An additional $400,000 to $900,000 in new restaurant sales if per capita sales
are increased by 2.5% to 5%

* Higher productivity in the range of $13 to $26 per sq. ft. of incremental gain, or

$494 to $507 per sq. ft.
» Assuming no change in the sales performance of existing restaurateurs,
additional sales would then generate demand for another 880 to 1,760 sq. ft. of

food & beverage space

We note that Scenarios 2 and 3 are retail-based behaviors.
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3. Village Core Design Strategy

Introduction

The challenge for enhancing the village core and strengthening Freeport’s retail
base is to build on the strengths of the village character and to address issues that
detract from this environment. The following chapter prepared by Sasaki
Associates, Inc. describes the issues that affect the retail strategy and provides
recommendations for enhancing the retail setting through strategic new
development and visitor amenities. This approach stresses an incremental infill
strategy that can be implemented in many small steps over time.

Section Summary

* The attractive character of the retail core is essential to Freeport’s identity and
charm and must be sustained by quality design and development. If those
characteristics are lost, Freeport will lose its differentiation.

* Close-in development opportunities should be focused on providing parking
and future development of commercial expansion in retail, food service and
lodging (as warranted by market growth and investment priorities).

» The pedestrian qualities of the downtown should be extended into adjoining
areas to better link edges with the core. High quality streetscape improvements
and directional signs will complement the historic and infill buildings.

* Bow Street, Mill Street and Depot Street are targets for public streetscape and
development opportunities. Further public improvements will better link the
most active retail zone on Main Street, south of Bow with the growth area north
of Bow.

* The addition of a parking garage can take advantage of grade slope and
ownership patterns to help access to downtown shopping, but may need public
participation to reduce project costs.

= Sites for cultural and performance facilities, recreational amenities and linkages
to regional recreation should be visible from downtown. However, they should
be located on secondary sites so as not to preclude future development projects
that are directly connected to shopping, such as parking, new retail locations or
placement of a new Visitor’s Center with supporting amenities (such as public
restrooms).

Context

Freeport’s village core is quite different from other towns and retail centers. On the
one hand, the village has far more retail than most towns and even many small
cities in the country. It’s unique status as a destination retail center makes
Freeport’s streets vibrant and interesting places to walk. Many retail centers of
comparable size are in strip shopping centers, highway corridors, malls, and similar

Economics Research Associates
Freeport Vision 2010 Initiative ERA Project No. 14342 32



ERA

settings that lack the aesthetically pleasing, pedestrian quality of Freeport’s village
setting.

Although Main Street serves as a spine for the village core, the many small side
streets are part of the historic fabric of the town. Because many of these streets are
relatively short segments, the view corridors are closed by a building or an
opportunity for a focal point at the terminus. Main Street curves as it passes
through the center forming other opportunities for focal points along its iength.
From a retail perspective, these focal points can become a series of destinations that
attract the visitor’s eye and draw them along the streets to explore the many
different aspects of the village (Figure 1).

The historic buildings and the residential scale of many of the shops define the
authentic character of the village and distinguish Freeport from most outlet and
other retail centers (Figure 2). Several key features define the village character:

= The buildings face the street and create a well-defined and consistent edge to
the street

= Many doors open out to the street creating a sense of activity on the street

»  Within the consistent residential scale, the massing and architectural elements
vary considerably providing interest.

Within this setting, L.L. Bean’s flagship store serves as an anchor in the center of
the village core at the comer of Main Street and Bow Street. The entire village
core is within a five-minute walk of the L.L. Bean store, providing a comfortable
scale for pedestrians (Figure 3).

Because Freeport has evolved over time both in its original settlement and its more
recent transformation as a retail destination center, the village core has few civic
open spaces. The success of the park in front of L.L. Bean’s flagship store is due to
its prominent location at the intersection of Main Street and Bow Street, as well as
the many different seating opportunities on benches and walls within a green shady
setting. This open space serves as a destination and a meeting spot for many
people during their visit in Freeport.

The sequence of arrival from the highway to parking lots and from parking lots to
retail destinations is a key aspect of the visitor experience. The sense of arrival is

based on:
= (Clear and consistent signage and wayfinding at each step of their journey;
= Gateway features at key locations to announce arrival; and

= Consistent character within the district once they have arrived (signage,
streetscape, and architecture).
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The route that visitors follow affects their shopping decisions. Well-traveled,
highly visible vehicular or pedestrian routes have a stronger retail location. In this
sense, decisions about where to locate parking and how to direct visitors from the
highway to that parking and from parking to the street and to anchor stores like
L.L. Bean are critical to the success of adjacent retail businesses.

The pattern of retail occupancy and vacancy reflects some of the physical
characteristics of the village. Historically Main Street south of Bow Street has
fared better due to several factors:

= Strong village character of street and architecture;
= Enroute between the central parking lot and L.L. Bean’s store; and

* Initial visibility for visitors arriving from the south.

With the implementation of new parking lots behind the L.L. Bean store, however,
it appears that fewer people are drawn along Main Street South to the detriment of
perceived activity levels in this area, much in the same way that urban design
characteristics reduce the level of activity on Main Street North.

The “glass wall” on Main Street north derives from multiple factors:

* The buildings, especially on the west side of the street, are set back from the
street and lack continuity in architecture and a sense of activity.

= [.L.Bean’s front door and civic open space open to the south.
» There are no major parking areas to the north to generate foot traffic.

= The density and connectivity of storefronts along the street is lower than on the
more consistent South Main retail blocks.

Retail activity also falls away as one goes downhill along Bow Street, Mill Street,
and Depot Street. While the topography contributes to this affect, there are several
other factors that also may be considered:

* The character of the streetscape paving and planting is not as strong as on Main
Street.

» Strong anchor destinations at the foot of either hill are lacking, although the
existing Freeport Merchants Association Visitor Information Center does
provide some services at the foot of Mill Street; should the passenger train
service be funded, it is also hoped that the train station may provide an activity
anchor at some future date.

* On Mill Street and Depot Street, the vast surface parking lots and lack of a
defined and active street edge diminishes the vitality of the streets (Figure 4).
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Recommendations to improve the village core must take into consideration land
ownership patterns. Where there is vacant or underutilized land, a patchwork of
many small owners makes it difficult to assemble the properties necessary for a
large project. Large land holdings by a single entity provide ready sites for
development, but the owner may not be motivated to redevelop or may have
different priorities. In Freeport, L.L. Bean owns significant parcels not just in
terms of size but also in their location (Figure 5).

Planning & Design Principles

Planning and design principles document major goals that can guide future
development. The following principles celebrate the distinguishing characteristics
of Freeport and seek to build on these strengths:

1. Maintain and celebrate the historic street pattern.

2. Seek opportunities to close view corridors with a significant architectural
element.
Promote interesting visual focal points to create a series of destinations.

4. Emphasize the streets and their vitality by placing new retail programs directly
on the frontage of the major street segments, if possible.

5. Place parking on the middle of the block to preserve valuable retail frontage on
streets.

6. Maintain mid-block connections to facilitate movement between parking and
the street, but not to create new retail frontage.

7. Promote small incremental infill.

Planning & Development Strategy

The planning and development strategy reflects the principles noted above and
demonstrates the recommended Retail Repositioning Strategy and Implementation
Recommendations identified in Section 4. The plan recommends locations for a
new visitor information center on Main Street, possible parking decks, and new
infill retail buildings, as determined supportable by market growth. The primary
redevelopment sites for this new program are shown in Figure 6.

The concept of a new visitor center is recommended for the small notch site
between the central parking lot and Main Street south (Figure 7). This location
will serve many purposes:

=  Activate a primary street and anchor this part of Main Street
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* Be highly visible in the sequence of arrival for car traffic
= Provide a gateway for pedestrians arriving from the parking lot to the street

= Serve as a grade transition between the parking lot level and the street level.

Depending on the timing, the new visitor center could be constructed as an integral
part of new parking structure in the center of the block, as described below.

In Figure 7, we have identified two sites that could be developed over time into
parking structures if they become necessary. These two sites meet the criteria
below:

= They are large enough to accommodate a deck with approximately 100 cars per
level, affording some economies of scale without overwhelming the village
core.

= They are strategically located to enhance movement of pedestrians along key
paths, thereby enhancing adjacent retail values.

* The sites are already assembled and owned by one or at most two landowners.

* They are accessible for cars arriving from the north or south without creating
the need for this automobile traffic to pass through the center of the village.

The first site lies within the center of the block bounded by Main Street, Bow
Street, Depot Street, and Mill Street. This deck would augment existing parking
and accommodate displaced parking, thereby freeing up key development sites on
the perimeter of the block. If the deck is only one level above ground, it may be
possible to use existing streets as access points without the need for ramps. The
deck could be aligned either parallel or perpendicular to Main Street. In a parallel
alignment, the mid-block connection between Main Street and the future train
station is interrupted although it may be possible to continue this walkway through
the garage. As an alternative, the perpendicular alignment accommodates the mid-
block crossing but does not take good advantage of the site slopes. In both
alignments, the deck construction does not hinge on redevelopment of the L.L.
Bean factory outlet.

The second possible location for a parking deck is on School Street extending back
along the length of the railroad tracks. Although this deck has little topography to
work with, it backs up against the tracks and is easily accessible for people arriving
from the north. A parking deck on this site could help enliven Main Street North.

All new development should contribute to the life of the street and the charm of the
village setting, There are several sites within the village core for infill
development. These are located along Bow Street, School Street, Mill Street,
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Depot Street, and Main Street. An anchor activity or destination retail ideally
would be located at the corner of Depot Street and Mill Street, where a larger
footprint is possible as compared to other infill sites directly on Main Street and
Bow Street. This anchor would have to be strong enough to draw people to this
corner of the village core and could become a feature destination that could extend
people’s stay in Freeport. The train station could serve as an anchor or could be
integrated into a larger development concept in this part of the village.

Visitor Amenities

In order to enhance the visitor’s experience in Freeport, improvements to the
streetscapes, civic open space, signage, and wayfinding are recommended to
emphasize the village character. These elements are what set Freeport apart from
its retail competitors. They enhance a setting that invites local and regional
residents back again and again, and create a positive first impression for the new
visitor. Visitor amenities not only include streetscapes and the “look of a
community”, but they also include such conveniences as tastefully designed public
restrooms, drinking fountains, public benches, and other customer services that are
recommended in this study.

Streetscape and Open Space

The key elements of the Main Street landscape are the brick sidewalks, the street
trees, and the quality of the street furniture (trash receptacles and benches). This
vocabulary currently exists only along a three or four block segment of Main Street
(Figures 8 and 9). Pedestrian lighting, which exists around the L.L. Bean
properties, but not on Main Street, would further enhance this character. The
lighting fixtures and the street furniture should be consistent throughout the village
core.

Wherever possible, this basic palette of streetscape elements — brick sidewalks,
street trees, street furniture, and pedestrian lighting -- should be extended to tie
together visually the key retail streets within the village core, Initial investment
should be made to extend this character down Bow Street and north on both sides
of Main Street to enhance existing retail businesses. Improvements to the
streetscape along Mill Street and Depot Street should be coupled with new infill
development on these streets.

As improvements are made, a consistent sidewalk width of 15 feet is
recommended. This width allows for a five-foot zone along the curb for street
trees, signage, and benches, leaving ten feet clear for pedestrian foot traffic
(Figures 10 to 12). Planting beds can occur in the niches directly in front of stores,
a condition that is typical to downtown Freeport. Above ground planters are not
recommended in the sidewalk area since they obstruct movement and restrict the
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visibility of retail frontage. A clear wide-open view of the stores under high
canopy trees is most effective for retail streets.

Civic open spaces give shoppers a respite, a place to congregate and meet each
other. They also provide alternative activities to extend people’s stay and to
entertain non-shoppers within a group, including children. While the L.L. Bean
plaza area at Main Strect and Bow Street functions well as a meeting ground, the
town park at the bottom of Bow Street could be enhanced as an alternative activity
area. A park in this location might include a children’s playground, public art,
musical programming or other features that would draw visitors along the length of
Bow Street, enhancing businesses in this part of the village. Such activities might
make Freeport more attractive for families and entice people back to visit another

day.

Signage and Wayfinding

Signage and wayfinding orients visitors, but it also establishes identity and
character. In order to be successful, signage should be high quality and consistent.

Within these parameters, a hierarchy of signs should be developed to deliver the
appropriate information depending on sequence of arrival.

Public wayfinding poses unique challenges in guiding primarily first-time visitors
from varying backgrounds to multiple destinations within the built environment.
The following issues are typically addressed in designing a memorable and user-
friendly guide system:

* Audience

* Image & Marketing
= Vehicular circulation
= Parking

*  Walking

= Streetscape

»  Sense of Place

= History

A successful wayfinding system presents a logical hierarchy of information with
appropriate legibility at points of decision for the visitor. Typical elements that
make up a guide system may include:

* Advance guide (highway)
= Exit (highway)

* Trailblazer

= (Gateway sign

* Vehicular directional

Street signs
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Public parking identification
Traffic /regulatory standards
Visitor information kiosk and map
Public transit orientation
Pedestrian directional

A wayfinding system targets the appropriate user groups and directs them to
primary visitor destinations. In Freeport’s case, the wayfinding would be primarily
focused on visitors, rather than residents, but may direct people according to the
different types of vehicles (automobiles, recreation vehicles, buses, etc.) and
whether they are arriving from north or south. The signs can be used to define the
preferred circulation and to create a sense of arrival, from the highway to local
streets, at the point of entering the village core, into parking, and onto sidewalks.
Since signs can quickly be cluttered with too much information, it is important to
determine exactly what the traveler needs to know at each step of the journey, with
more general information at the beginning and more detailed information the closer
they are to their destination.

A consistent district logo and symbols can convey a great deal of information and
reduces the amount of text on each sign. A single bold logo becomes a visual
symbol that helps people identify Freeport and its village core. The logo and the
wayfinding system involve a combination of symbols, typography, color, and
nomenclature. The overall effect should complement the character of the streets,
the architecture, and the image and identity of Freeport.

Highway advance guides inform people about Freeport as a destination and can
emphasize the exit signs (Figure 13). Only major destinations — such as Freeport
Village -- appear at this level.

A series of trail blazers are recommended along the major routes into the village
core (Figure 14). These help people find their way while also announcing the
district identity. At key locations, a gateway sign may be appropriate to signal
arrival (Figure 15).

Within the village core, people quickly need to be directed to appropriate
destinations (Figure 16). Information on these signs should be kept simple,
directing drivers to sub-districts and parking destinations rather than to specific
stores. A consistent vocabulary of street signs within the district helps to reinforce
the character and identity of the place (Figure 17). The symbol for parking areas
should be simple and universally recognizable (Figure 18).

Once people are out of their cars and on the sidewalks, then more detailed
information is provided on kiosks and guide maps (Figure 19). Here individual
stores are indicated and a schedule of events for programmed activities could be
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posted in either electronic or hard copy. Since people on foot view them,
pedestrian directional signs are much smaller and may be used to indicate walking

trails.

Cultural/Performance Venues and Outdoor Recreation Facilities

As mentioned earlier, it is strongly recommended that Vision 2010 incorporate
addition of cultural/performance venues and outdoor recreation facilities near the
village core, but not on sites that preclude future private investment. As the
recreation facilities will be linked physically to waterways and waterfront areas and
forest land in the Freeport area, the use and connectivity to downtown will be
defined by linkage opportunities, amount of space required, land availability and
other factors to be determined as the plan evolves. For performance venues or a
theater, the land along West Street near the City Hall or a site near the railroad
tracks are two opportunity sites to be considered. Of course, ownership patterns,
the need for parking and availability of capital funding will affect where and when
these elements can be added to the mix of uses serving visitors and area residents.
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4. Market Positioning Strategy

Section Summary

The recommended Market Positioning Strategy for downtown Freeport is not a
radical departure from an evolving process that has shaped the town over the past
twenty years, in particular. While L.L. Bean is far from the only retail attraction in
the town, the presence of L.L. Bean is an extraordinary asset upon which Freeport
and the region can continue to build. Unlike most other small towns in America,
Freeport has sustained a remarkably strong retail base. The flagship store for L.L.
Bean is an attraction recognized world-wide. The concentration of upscale branded
retail stores, most setling goods at prices far below market prices for the same
goods in other cities, built upon the Bean legacy and draw by emphasizing brand-
name products with discount pricing.

In ERA’s view, it would be a mistake to try to transform Freeport into something
different than what it is — a charming Maine Village with a rich assortment of retail
offerings, anchored by the flagship L.L. Bean businesses that gave Freeport its
national identity in the first place. Therefore, our recommendations have been
structured to build upon the town’s existing strengths, while expanding both the
types of activities available to visitors and residents and broadening Freeport’s
appeal to additional market segments. ERA does not recommend positioning
strategies that:

= Require substantial initial capital investments (such as construction of a
permanent cinema or cultural/performance facility) that would be difficult to
finance, or

= Do not result in the optimized economic benefit for Freeport that other projects
(such as a possible parking structure) could provide for equal amounts of
investment.

Instead, we recommend projects and programs that will create more economic
benefit at a lower market risk than they will cost, at least during the initial stages of

Vision 2010.

As a basis for taking action and determining responsibilities for implementation,
the ERA team proposes that the following list of projects and activities be
incorporated into Vision 2010. Listed in priority order, the action steps include:

" Add a new downtown visitor center to act as the symbolic entry to Maine and
the Maine outdoor lifestyle, as well as 2 welcome center to Freeport and the
region. The visitor center should include restrooms, an information area and a
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small theater for an orientation film on Freeport area/Maine attractions. As
possible, ERA believes that these functions should be relocated to Main Street
(possibly as part of the development plan of a parking structure and accessway
to Main) from the existing Freeport Merchants Association, which we consider
to be too far from Main and Bow, the town’s ‘100% corner’. However, a
location further along West Street or another proximate location could also be a
site to be considered.

= Add a series of clear directional signs from I-95 exits to the Village Core,
and signs to parking for cars and buses to limit traffic congestion, beyond the
recently added identity signs. The signs should point out the best routes to
parking for cars, for buses, and to the new Visitors Center.

» Extend existing streetscape and signage enhancements (e.g., street trees and
special paving, benches, public restrooms, other landscaping) to the edges of
the Village Core. The cost of constructing and maintaining these improvements
should be shared between property owners and local government, as both will
benefit from sustained vitality downtown.

* Build more retail and foed service space -- An additional 25,000 to 50,000
square feet of retail space in the near-term (2 to 5 years) with more space in
later years, as market support grows. ERA’s analysis should be considered
conservative, and could be increased if other actions detailed in this list are
implemented.

* Design and build a downtown parking structure, financed by the Town of
Freeport in partnership with private interests, and flanked by stores or
businesses along the adjoining streets. The garage should be planned and
located to add parking capacity in downtown Freeport without taking up too
much land area in the core.

= Create a network of outdoor recreation activity stations and routes (e.g.,
walking/biking/hiking/cross country skiing trails) passing through/near
downtown and connecting downtown Freeport other public and private
recreational sites in the area. L.L. Bean should work with local leaders in the
development, marketing and management of these facilities as an extension of
Bean’s Maine Outdoor Discovery Schools and a part of the company's outdoor
lifestyle brand identity. This action will require money, cooperation between
property owners, and a commitment to carry it out by local government and
other downtown advocates.

* Recruit and develop new food and beverage offerings tied to increased
market support and including a restaurant linked to a Culinary Institute to be
recruited to downtown Freeport.

« Identify a location for temporary (and eventually, permanent) venues for
outdoor performances and special events located on the edge of downtown
Freeport.

= Seek to attract a seasonal live performance theater downtown that can also
serve local residents in slower seasons for meetings, smaller plays and films.
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This would be a non-profit or public entity, and should be considered a civic
investment as opposed to a financially profitable one.

= QOver time, develop a new downtown inn and restaurant, featuring L.L.. Bean
products and reinforcing the Maine outdoor brand identity

“Civic” Investment and Commercial Investment — ERA believes that for Vision
2010 to succeed, Freeport will need to attract two types of investments for the
Vision 2010 project:

»  Commercial investment in real estate—such as stores, offices, hospitality, etc.
that is expected to pay a competitive return on investment (typically 8% to 18%
Internal Rate of Return); these investments are made by private sector
companies, partnerships and individuals

»  Civic Investment—in public/non-profit investment in facilities. While such
facilities by themselves may not be profitable or recover their initial investment
(e.g., parking structures, performance theaters, recreational and educational
facilities, etc.), they will draw visitors/consumers and extend the length of stay
in Freeport. Moreover, they may generate indirect revenues (such as tax
revenues from food service or hotel roomnights resulting from recreational
schools, special seasonal events or performances) to profit-generating uses

As a general overview, ERA recognized the following opportunities and constraints
at the beginning of our analysis. These issues have been validated during the
market research and evaluation tasks, and have been supplemented with other retail
development issues to serve as guidelines for both ERA’s suggested market
positioning strategy and implementation recommendations.

Opportunities

1. Attractive Visual Character — Freeport’s Village Core has many the
visual and physical characteristics of a classically beautiful New England town,
including both fine historic structures and carefully designed and constructed infill
buildings; the equivalent of the Town Green is not part of the town’s evolution.
The layout of the streets, clusters of one, two and three story buildings along Main
and Bow Streets, and the easy pedestrian scale of the downtown area make it a
pleasant, walkable retail district. The length of the existing downtown area in
Freeport along the core area of Main Street corresponds to the retail industry
parameters of about 1200 foot maximum walking distance in a contiguous retail
environment. As mentioned in Section 3, the five minute walking radius defines a
comfort zone, within which we can induce shoppers and other visitors to move,
despite grade changes and different directions, if the character of the street and the
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uses that line the sidewalks are interesting and animated (i.e., no blank walls or
sides of parking garages along active, primary street frontages).

2. Mix of Retail Businesses — With its 120 or so stores and businesses,
downtown Freeport has a remarkably strong mix of general retail (especially in the
apparel, shoes and accessories categories) and a particular strength in
sports/outdoors-related retailing (due primarily to the L.L. Bean stores, but also
supported by The North Face and Patagonia outlets). The quality and price level of
downtown Freeport’s retail mix has reinforced a more upscale character than have
more conventional outlet malls; this combination of atmosphere and high quality
tenants is a differentiating factor from outlet and off-price retail locations in
Kittery, Wrentham, Massachusetts, Tilton, New Hampshire or other regional off-
price retailing destinations. While ERA believes that some stores can be blended
into the Freeport mix that are not discount-oriented (the Cole-Haan store is one
example), it should be remembered that the general expectation about Freeport by
its customers is that the downtown mix offers quality and branded goods at value-
retail pricing. We would not recommend that the downtown’s retailers should shift
to a full-priced strategy in all stores, as this would diminish the incentive of off-
priced branded products for which the town is known. The importance of the
opportunity presented by the L.L. Bean flagship store to the mix is described more
fully below. :

3. The presence of L.L. Bean — Freeport’s national and international identity
as a destination (and eventually as a diverse mix of off-price and branded/outlet
stores) was originally largely due to the presence of the L.L. Bean Company in the
town. Since L.L. Bean first moved from the founder’s basement into a Main Street
Freeport store space in 1917, L.L. Bean has been a draw to millions of visitors. As
New England’s oldest and most prominent sporting equipment and sports apparel
retailer, L.L. Bean can be attributed with originally putting Freeport “on the map”
for the rest of the country (and beyond). L.L. Bean has continued to commit to
Freeport over the past 90 years, with store expansions and remodelings of the
flagship store, the addition of L.L. Kids and creation of the Outdoor Discovery
Schools and establishment of new stores in other US cities and in Japan (which
extend brand awareness and contribute to consumers’ desire to visit the original
Freeport store). The flagship store serves as a destination for both first-time and
repeat visitors to Freeport. In ERA’s view, the value of L.L. Bean as a downtown
anchor and destination cannot be overestimated. The opportunity that L.L. Bean
presents is to maximize its effect on other retailers by extending its drawing power
more effectively into slower seasons.

4, Proximity to large seasonal visitor markets and I-95 — Freeport is located
on the principal route from lower New England to the upper Maine coast and
Mount Desert Island. During the peak season travel months (July, August for
summer visitors and September for autumn color visitors), this proximity brings
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significant tourist and visitor traffic along 1-95 to exits that are almost immediately
adjacent to the village core. Exits 19 and 20 serve as gateways to downtown
Freeport, and can be enhanced further through additional signage and other public
improvements to create an extension of the town’s identity at the town’s entrances
from the Interstate.

5. Freeport has active, committed property owners — Unlike most other
small historic downtowns in which ERA has provided retail strategies, Freeport’s
principal property owners are actively committed to exploring ways in which the
town can be improved. In our experience, the retail centers of many small towns
are characterized by absentee or uninvolved property owners who are either
unwilling or unable to invest in their buildings and communities. The primary
leadership in revitalizing the downtown areas most often comes from local
government and/or a local advocacy organization such as a preservation group or
downtown business association. In contrast, in Freeport, much of the initiative for
renewal and reinvestment in the village core has come from the major property
owners. While L.L. Bean is the largest individual private property owner in the
downtown area, other owners have played leading roles in shaping the evolution of
downtown Freeport into an upscale shopping destination in its own right, bringing
branded retail concepts and high quality merchandise to the town, housed in
renovated and carefully designed new buildings that reinforce the town’s authentic
character. As ERA said in a discussion meeting early in this project, “Freeport
doesn’t need to create a theme; it’s already a real place.” Almost all of the
credit for the attractive private buildings and public spaces in the village core can
be given to the town’s major property owners.

6. Space exists for additional downtown parking — While the availability of
parking for cars and buses is severely limited during peak days at peak season,
ERA believes that the ‘interior block space’ below Main and inside Bow and Depot
Streets provides an opportunity to create significant additional downtown parking
through creation of structured parking decks. Because of the way the town has
evolved, this space (which currently is used as surface parking and houses L.L.
Bean’s factory outlet store and other support buildings) can be used far more
efficiently utilized without demolishing blocks of historic buildings or clearing
important street frontage. In addition, the slope of the land can be incorporated into
a series of decks with street access to each; this advantageous landfall will both
provide ease of access to shoppers, but can also be constructed for lower costs per
parking stall than if the site were flat. Because the need for better utilization of
space is clear, the availability of a location that can accommodate more parking
without negatively altering the character of downtown Freeport presents a major
opportunity for improvement.
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7. Due to seasonal patterns, excess lodging and retail capacity is available
to market additional off-season activities — While it would provide a more
consistent economic base for downtown Freeport if there were no seasonal
variations in visitor volumes, there is an opportunity in that average hotel
occupancies and other visitor expenditures drop in the shoulder seasons (May and
June in the spring and October through December in the fall) and are reduced more
significantly in the off-season (January through April). This reduced volume is an
opportunity to ‘back-fill’ slower seasons through marketing of special tour
packages, creating additional activities to market reasons to come to Freeport, and
‘counter-programming’ for visitors who think of mid-coast Maine as only a
summer destination. The excess room night capacity means that Freeport can
absorb additional visitors without having to add more hospitality infrastructure
(hotel rooms, B & B’s, etc.) and would also help support retail and food and
beverage businesses in the slower times of year. As shown in the demand analysis,
ERA believes that by continuing to re-package and better market what is already in
place, Freeport can capture additional sales and visitor market share without
necessarily having to invest in major capital investment projects.

Constraints

1. The seasonality of visitor patterns diminish year-round activity levels
downtown in off-peak periods — The seasonality of Freeport’s visitor patterns
affect retail sales, achieved rents and (particularly for food and beverage) the
viability of greatly expanding current offerings. Freeport’s small resident
population alone cannot support the amount and quality of retail and food service
offerings that exist in the town, and the town’s success as a retail and tourism
destination is irrevocably tied to the ability to tap visitor markets. The current
summer peak season brings thousands of visitors to downtown Freeport, but the
reduction in traffic (and sales) after the peak months poses a serious economic risk
to retailers and property owners in continuing to stay open year round. Retailers
and restaurants in some resort communities such as Nantucket and Edgartown on
Martha’s Vineyard simply close for several months of the year, or relocate to
operations in warmer climates during the winter. But the intention in Freeport is to
expand the market rather than reducing the offerings. The goal of these
recommendations is to structure ways to extend the visitor season beyond current
peaks, to extend the length of the typical visitor stay (since time spent in Freeport
correlates directly to the amount of money spent there), and to provide better retail
offerings and additional activities that will introduce new customers and bring back
former customers more often. If downtown Freeport is to sustain its current level
of economic activity, it will be necessary to find new ways to draw new markets
while not alienating the market support the town already has.
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2. Downtown Freeport lacks direct access to the Casco Bay waterfront
and other area recreation destinations - Unlike other well-known Maine coastal
destinations, Freeport’s downtown area is not located directly on the waterfront.
This may seem less relevant since the town has successfully developed as a
shopping destination; however, the lack of a clear path to the water is a constraint
toward promoting and to directly connecting downtown Freeport’s potential
recreational activities with the Casco Bay waterfront. To compound the problem,
not only is the downtown not on the water, but the routes connecting the existing
downtown three miles to the South Freeport waterfront are not well marked, and
can confuse visitors who want to see the shoreline.

Equaily important, it appears that encouraging increased visitor traffic along South
Freeport Road or Pine Road would be opposed by many Freeport and South
Freeport residents, who would not favor more cars, RV’s and other vehicles
traveling through less developed residential neighborhoods. ERA believes that one
of the keys to changing Freeport’s market position will be to add more recreational
activities to complement shopping as a local activity. Without a clear, easily
navigated link between downtown/L.L. Bean and the waterfront, it will be far more
difficult to make the “recreation connection™ for potential visitors. The same can
be said for links to Wolf's Neck Woods and other waterfront campgrounds and
recreational areas. If the objective is to focus on recreational amenities as a new
activity generator for Freeport, better connections to recreational sites throughout
the immediate area should be made. How, where and when these connections are
made or strengthened will result from a coordinated planning effort involving the
Town government, local commercial property owners, residents and agencies such
as the FEDC. The importance of the issue is that it will add to the range of
activities that visitors can select while spending time in Freeport.

3. There is insufficient downtown parking for peak-high season visitor
traffic volumes — The lack of convenient, available parking was described as a
major problem during peak summer months by almost everyone interviewed during
this study. The jam of cars and buses downtown, particularly during July, August
and September creates a frustrating condition for visitors and shoppers, who cannot
find places to park near the shopping district, as well as for local residents, who
seek to avoid downtown during the worst parts of the day. While there are
hundreds of surface parking spaces in downtown Freeport, the supply cannot meet
demand during peak times. There is land area in downtown Freeport that can be
converted from surface parking to structured parking (designed to fit into the land
contours and the downtown context), largely between Grove Street and the backs of
buildings along Bow Street, but unless the structures are built, the area will not be
used to its maximum value. Downtown Freeport needs more parking spaces, and
needs to provide them in areas that are easily understood, accessed and utilized by
shoppers,
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4. For the near term, opportunities to expand food and beverage offerings
are limited by the seasonal nature of the visitor market — Another frequent
comment about downtown Freeport is that there are not enough alternatives in food
and beverage offerings. The downtown area today offers a reasonable range, with
upscale dining options at the Harraseeket Inn and at the Jameson Tavern, and more
popular-priced fast food and café dining at national chains like McDonald’s
(certainly one of the most discrete McDonald’s designs in the United States) and
local food businesses like The Corsican and Gritty McDuff’s. Given the relatively
small year round resident population and the number of restaurants in downtown
Portland, it is not surprising that there are not more full-service restaurants in
Freeport; the year round market is too small to support many more restaurants at an
economically viable level. As with some retail categories, restaurants in some
seasonal markets and resorts simply close during the slower season, but that would
not be consistent with the strategy to expand off-season market support in Freeport
while improving the overall mix. As shown by the market demand analysis,
without what we consider to be unreasonably large increases in visitor counts, it
will be difficult to support significant amounts of additional restaurant space year
round in the near term. Growth will be tied to incremental increases in visitation,
more reasons for visitors and residents to spend time in downtown Freeport, and
enough attraction elements to increase the average length of stay.

Our analysis suggests that two to three new food and beverage operations can be
supported in the near term. However, there are strategies suggesting alternative
structures to operating additional food service options described in the
implementation recommendations later in this section. In smaller communities, it
is sometimes the case that market desires are not in synch with available market
support to support an economically viable business model for food service. Within
conventional parameters for the restaurant business, it will be difficult for more
than a few new food service venues to succeed in Freeport on a year round basis
within the next few years. But as the market grows (both in absolute volume and
the average length of stay), and as alternative operations such as a Culinary
Training Program are attracted, the overall market for food service should increase
concurrently.

5. Freeport is perceived as a one-dimensional destination attraction
focused on shopping — Consumers are profoundly affected by their perceptions
about the places they choose to spend time and money. In urban areas, the
perception of the threat of crime is a major disadvantage for retail districts, and
millions of dollars are spent each year on streetscape enhancements, improved
lighting, increased police presence and other factors to try to overcome negative
perceptions. Fortunately, crime is not considered an issue in Freeport. But the
town’s success as a retailing destination has created the (partially correct)
perception that there is nothing else to do in Freeport besides shopping. In several
interviews, ERA was told that summer visitors and residents alike comment that
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“there’s nothing to do at night”, and that visitors seek entertainment elsewhere or
simply choose to move on from Freeport for activities other than shopping. While
there can be no doubt that Freeport has succeeded in building a national reputation
as a retailing center, its repositioning to add new markets will, in ERA’s view,
require addition of other types of activities, as well. Part of the incremental benefit
will be to add attraction elements that are cost-effective, will increase the length of
stay, and will not create substantial financial risk while collateral markets are
growing. This suggests that, at least during the period that the project is inducing
additional market support (through more visitors and longer stays), it may be
necessary to use ‘civic investment’ rather than commercial investment parameters
to accelerate project development and to allow the extant (but uncaptured) market
to catch up.

6. Compared to the roles played by local government in other small towns
in the United States, the public sector in Freeport has not played as active a
role as it could (and should) - Many issues affect whether and how local
governments have supported downtown retail efforts in the America’s small towns
— the size of the population, the size of the local government’s budget, political and
policy decisions, and external factors such as whether the community is growing,
stable or in economic decline. These issues notwithstanding, it is ERA’s
observation that the Town of Freeport has not taken the same level of action and
participation in maintaining the economic stability of the village core as have
dozens of other communities across the country. Improvement and maintenance of
public spaces has been taken over by private property owners, and the economic
benefits resulting from retail sales and other visitor-related expenditures have not
been channeled back into sustaining the businesses that have attracted them to
Freeport in the first place.

The most successful downtown retail programs in the country are, almost without
exception, true partnerships between the public and private sectors, with each
performing the roles that it does best. In comparison with other communities, it
seems that in Freeport the private sector has taken on a disproportionate share of
the economic and maintenance burdens for the retail core due to the Town’s
reluctance and/or inability to participate more fully. If Freeport is to add new
activity elements as part of its growth and repositioning as more than a primary
retail destination, ERA believes that the local government must take a far more
active role in implementation of changes, including use of public powers to control
land uses, reinvestment in public infrastructure (as an investment in the continued
economic vitality of the retail core), and use of public debt (when appropriate) to
construct public facilities that would not be considered commercial or which would
be more reasonably financed through public channels (such as structured parking,
permanent public cultural venues or new recreational facilities). The Town could
also be instrumental in seeking state and Federal funding for local transit to move
visitors from downtown Freeport to other area recreational locations.
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Prudent building owners invest in their properties to maintain them in marketable
condition; local governments should consider their property and sales tax-
generating areas in the same way. This is not to minimize the other responsibilities
that the Town Government has in addition to downtown Freeport; but it is worth
noting that the Town should not neglect its role in sustaining an economic engine
that pays benefits far beyond its costs to the local economy.

7. The economic burden for capital improvements falls onto private
property owners, and eventually on retail tenants — Because the private sector
has largely taken on the economic responsibility for streetscape improvements,
parking and other ‘public space’ amenities, as well as the more typical role of
constructing maintaining retail and commercial properties, some of these costs are
‘passed through’ to retailers in downtown Freeport as part of their rent costs. ERA
recognizes that rents are a function of sales, and strong retailers will pay more for
good sites, because they know they can recover their occupancy costs through
strong sales levels. However, ERA believes that current commercial rent levels
may begin to pressure some retailers beyond their capacities to produce sales. As
shown in Tables 5 and 8, Freeport has apparently lost part of its market share for
general merchandise retail categories to the increased number of similar (or the
same) stores in Kittery. This drop in total sales volume squeezes some tenants,
because the landlord rent expectations may be out of line with current achieved
sales. It should be a concern that (a) some tenants may not be able to sustain
current rent levels in the face of declining sales, and (b) asking rent levels may
discourage retail recruitment activities if prospective tenants do not believe they
will be able to achieve sufficient sales to cover total occupancy costs and still make
a sufficient profit. This is, in part, an indirect effect of the private sector, of
necessity, taking on a larger share of the costs of maintaining the quality of
downtown Freeport.

8. Freeport has been losing market share to Kittery — Because Freeport is
not as proximate to the region’s larger population centers in greater Boston and
southern New Hampshire as is the growing Kittery off-price market, ERA believes
that Freeport is losing market share in the general merchandise retail categories.
Sales tax data indicates that the decline in total retail sales in this category tracks
directly with growth in Kiftery for the same category. ERA attributes this shift to
several factors, the first of which is greater proximity and ease of access. Freeport
is slightly too far for an easy one-day trip from the Boston area. Also, many of the
same stores located in Freeport are also now in Kittery, creating less incentive to
drive the extra forty-five minutes to one hour (each way) beyond Kittery, Thisisa
constraint that can be mitigated through better marketing and continued
improvement on the characteristics that differentiate Freeport from Kittery, but it is
also a signal that should not be ignored.
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