INVESTMENT OPPORTUNITIES IN THE LAKE OSOYOOS LOCALITY
INTRODUCTION

My hometown of Oroville, located in Okanogan County in North Central
Washington, is just another sleepy farming town. For decades the supporting industry has
been the apple orchards that surround the town. Acres of fruit trees kept the valley lush
and green. Mining and cattle operations filled the remaining economic gaps and the
citizens were content to sustain themselves. The mountainous scenery and the large nearby
lake provided excellent reasons for people to call the Okanogan Valley home.

At the same time, the community leaders across the border in Osoyoos, Canada
began looking for ways to promote their town. Osoyoos resembled Oroville on many
fronts; both were supported by agriculture, both were small and both were located in the
same picturesque mountain valley. Each was also situated on the warm international
waters of Lake Osoyoos, which provided excellent recreation for the locals and drew
people from up and down the valley. Boasting some of the highest average temperatures
in the country of Canada, citizens of Osoyoos realized that their town had the potential to
be a destination that Canadians would travel hundreds of miles to visit. Small hotels and
campgrounds popped up around the lake in Osoyoos and as hoped, the tourists came.
Campgrounds became motels, then became moderate sized hotels, and eventually turned
into high-rise condominiums and lavish lakeside resorts. The rusting pickups of local
farmers were replaced on the highways by the BMW and Mercedes convertibles of jet set
couples visiting for the weekend from Vancouver.

For many years this trend continued with large growth and expansion of the
tourism in Osoyoos and the surrounding area. It seemed everyone was catering to the

tourists and Osoyoos was flourishing. South of the border, back in my hometown of



Oroville, the picture was much different. Farming continued to be the headline and the
headlines were anything but positive. Hard financial times in the last decade of the 20"
century left Oroville and Okanogan County looking for a new economic savior.

At the same time houses began popping up around the lake in Oroville that were
being built by wealthy Canadians. Tax laws in Canada at this time penalized citizens for
owning land in foreign countries. Those who could afford it however were able to enjoy
the peace and serenity found in Oroville. Compared to the hustle and bustle and the drone
of all the boats on the Canadian side, the American end of the lake was a well kept secret
for tourists. By the early years of the 21% century, many Canadians were calling Oroville
their summer home. Land was still drawing agricultural prices rather than the exorbitant
prices developers received in Osoyoos, so for those looking for a truly peaceful vacation a
house in Oroville was the ticket.

Investors soon caught on to the opportunity at hand. A change in Canadian tax
code that taxed American property the same as domestic property came about the same
time that the Canadian dollar strengthened. Mass building in Oroville, once a proposition
those Canadian developers could only dream about, was now possible. The first resort,
Veranda Beach, broke ground in early 2003. Declaring a planned 220 units, the resort
would sit on a small point extending into Lake Osoyoos; a small point that had sat dormant
for years because it was deemed unfit for orchards. A year later plans were announced for
a 180 unit development on the south end of the lake in an abandoned hay field. Today
there are three additional resorts in the planning stages. At the same time individual
investors purchased bare lots around the lake and began construction on single family

homes. Existing homes on the lake saw their values skyrocket. Investors from both sides



of the border rushed to the area sensing a great opportunity. On any given weekend in July

the number of visitors in Oroville far outnumbered the farmers.

RESEARCH QUESTION

Many Canadian and American investors have already gambled that a purchase in
Oroville can be profitable venture. What is an investor interested in the Lake
Osoyoos market looking for in a property, and what type of property would be best

suited as an investment?

METHODOLGOY
The first step in my thesis will be to determine the demographic of people who are

currently purchasing investment properties in the Oroville/Lake Osoyoos area. From local
realtors and the Okanogan County Assessor’s Office, [ will be able to determine where
recent investors reside. It will be important to determine whether American or Canadian
investors are the primary players in the market, and I’1l discuss the economic factors that
influence investors from each country.

The second step will be to separate the properties available in the area into different
categories to facilitate analysis. My initial estimate is that there will be three categories;
resort type properties, finished homes, and lots for construction. Resorts will include the
various developments that are located around the lake where numerous residences are
being built in a small area. The second category is finished homes; many investors will
simply be looking for a property with a house already in place where they can do minor
work to the property and wait for the real estate to appreciate. The final category is a bare

lot with development potential. For the purposes of my thesis, I will limit this category to



lots suitable for single home development. Large lots appropriate for subdivision or resort
development will not be included.

Since it is nearly impossible to predict sales prices for an individual piece of
property, my thesis will use the sales comparison approach when estimating valuation and
cost. In the sales comparison approach, market value is estimated by comparing properties
similar to the subject properties that have recently been sold, are listed for sale, or are
under contract (Appraisal of Real Estate 1996, 397). The Okanogan County Assessor’s
Office provides sales data and assessor’s valuations for each tax parcel in Okanogan
County, an invaluable asset during my research.

Cost will be a major factor in determining the demand for a property and will be
the starting point of my research. Each type of property will have a different cost
associated with the investment and | will provide this estimate in my thesis. | will further
break down what is included in each of these final costs. For example, a bare lot will
include the cost of the land, the cost of the labor to build the home, the cost of the materials
for the home, as well as extraneous costs such as the permits and surveying (Appraisal of
Real Estate 1996, 346). A finished home and a condominium will each also have unique
costs.

The natural succession will be to next determine the value one could expect in the
coming years. Nationwide the housing market is facing a steep downturn, although my
initial research indicates North Central Washington is lagging behind the rest of the
economy. As such, housing prices have remained strong and continue to rise. For each
property, | will estimate how much one might be able to sell the property for in the future.
This will be done using the similar sales comparison approach as well as looking at how

much properties of each type have appreciated recently.



There will be many factors that will indirectly affect the marketability. In fact, the
list is so long that it would be impossible for one thesis to sufficiently cover all that
influences a market value. However, my thesis will look at the most obvious and
important factors. When a property is ready for occupancy is a significant factor in the
market value. A completed home will be available as soon as the deal is closed, as would
a finished condominium. A condominium in progress would involve a wait, as would a
home being built on a bare lot. An additional factor is the features available on the
properties. This extends from additions like a dock, garage, and other improvements on
the property to amenities available in the condominium market such as restaurants or a golf

course. My thesis will look at what features sets each property apart.

EXPECTED RESULTS
| expect to find that a finished lakefront home has the most attributes an investor is

seeking and will possess the highest value at the end of the investment horizon. It is
expected condominiums will have similar demand, however will be valued less due to their
close proximity to a significant number of other residences. Bare ground will be valued
less than other categories because of the lack of improvements and the required time for
completion of a new home. In addition, bare ground will be a less desirable investment
due to the relatively high price compared to the other two categories. In the end, it is
expected that | will find investors are looking for properties ready for purchase and ready
for occupancy in order to facilitate a property that is both an investment and a second or
third residence. Not only will this have great impact on understanding the current housing

market in the Lake Osoyoos market, it will also be useful in predicting what might happen



in the future. The fact that the majority of purchases in Oroville are of an investment
nature will likely mean the market is headed for a volatile period.
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