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City of Cambridge Multi-Purpose Sports and Entertainment Feasibility Study

EXECUTIVE SUMMARY

The City of Cambridge recognizes the value of recreational services and celebrates the personal, social,
economic and environmental benefits that they provide. Through the Community Services Department, the
municipality owns and operates a dozen recreation facilities, including six (6) arenas that have a total of seven
(7) ice pads. The municipality also owns and operates a number of facilities which accommodate a range of arts
and cultural activities and events. Residents and visitors to Cambridge also have access to sports and
entertainment facilities that are owned and operated by the private sector (e.g. the Cambridge Ice Park and the
Cambridge Ice Centre) and various community organizations (e.g. the YMCA).

Most of the municipality’s arenas are several decades old. The City does not have a multi-use recreation
complex that includes ice pads, aquatic facilities, and other amenities. It also does not have a multi-purpose
sports and entertainment centre that could house a major sports franchise (e.g. Ontario Hockey League (OHL),
the American Hockey League (OHL) or the National Lacrosse League (NLL)) or that can hold large
entertainment events. The new 15,000 sq. ft. performing arts complex being built in downtown Cambridge will
have between 500 and 600 seats, and as such will have the capacity to accommodate small to mid-sized
events.

PURPOSE OF THE MULTI-PURPOSE SPORTS AND ENTERTAINMENT FEASIBILITY STUDY

IBI Group was retained by the City of Cambridge to conduct a basic feasibility analysis in order to confirm if there
is a business case to develop a major sports and entertainment centre in the City of Cambridge or if a smaller
multi-use recreation complex would be more feasible/appropriate. 1Bl Group undertook the following tasks to
gauge the current and potential future market demand for a new 6,000 seat centre:

. Identified opportunities to attract a primary tenant (i.e. a professional sports team/franchise);

. Reviewed the existing supply of sports and entertainment centres within proximity to the City of
Cambridge (i.e. competition), as well as the recent usage/performance of these facilities; and

. Investigated opportunities to attract major entertainment events (e.g. as concerts and trade shows)
as well as patrons (i.e. residents of Cambridge, residents of the larger region and tourists/visitors).

EXISTING SERVICE STANDARDS FOR ICE PADS

Through a partnership agreement, the City has access to 28 hours of ice time per week at the Cambridge Ice
Park. This access is considered to be equal to 0.5 municipal ice pads. The City of Cambridge Master Plan for
Parks, Recreation and Open Space (2002 to 2022) includes a guideline of providing one municipal (1) ice pad
per 15,000 people. The Plan suggests that this guideline can be reduced where there are ice facilities
provided by the private sector or other public agencies. With an estimated population of 130,000 in 2010,
Cambridge residents currently enjoy the following service standards for ice, which are higher than the service
standards found in many other municipalities:

. Municipal Ice Pads (i.e. 7.5 pads): One (1) ice pad per 17,333; and
. Municipal and Non-Municipal Ice Pads (i.e. 10 ice pads): One (1) ice pad per 13,000 people.

During the 2009/2010 season, some 3,697 people were registered with minor or recreational teams that use the
City’s ice facilities. This translates into a ratio of approximately 493 participants per ice pad. A number of
Ontario municipalities suggest a service target of one (1) ice pad per 700 registered participants within their
recreation master plans (e.g. The Town of Oakville, the City of Kingston, the Township of Centre Wellington and
the Town of Caledon).

There may be high demand for prime time ice at the City’s arenas. However, unlike in many other municipalities,
shoulder times such as early weekday and weekend mornings and late evenings are not fully booked. Only 62%
of the City’s ice allocation at the Cambridge Ice Park was booked in 2009/2010.

IBI
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ANTICIPATED FUTURE ICE PAD REQUIREMENTS

Continued growth of the 0 to 19 age category in Cambridge is expected over the next several decades. Itis
difficult to predict how population growth will impact participation in ice activities, as in the past five years
registration in girls and boys hockey, figure skating and ringette in the City of Cambridge has not increased.

With the City’s population anticipated to grow by 63,000 people between 2010 and 2036, three (3) to five
(5) additional ice pads could be required to serve the local community.

Service standards, however, do not take into consideration the age, size, quality and location of facilities. As
noted, the majority of the City’s arenas are several decades old and only the Galt Garden Arena can
accommodate more than 1,100 spectators.

MARKET DEMAND

There are currently a number of multi-purpose sports and entertainment centres located within 100 km of the
City of Cambridge, including:

. The Aud, Kitchener: Fixed seating for 7,100 spectators. Home to the Kitchener Rangers
(OHL);
. The John Labatt Centre, London: Fixed seating for 9,090 spectators. Home to the London

Knights (OHL);

. The Sleeman Centre, Guelph: Fixed seating for 4,500 spectators. Home to the Guelph Storm
(OHL) and the Guelph Hurricanes (Junior B);

. Copps Coliseum, Hamilton: Fixed seating for 17,383 spectators. Home to the Hamilton
Bulldogs (AHL); and

. The Powerade Centre, Brampton: Fixed seating for 4,980. Home to the Brampton Battalion
(OHL), Brampton Thunder (North West Hockey League) and the Brampton Excelsiors (Ontario
Lacrosse League).

Various industry and facility reports show that due to poor global economic conditions, changes in consumer
preferences, the growing choice of recreation and entertainment activities and lower volumes of tourism, there
has been a decline in attendance and spending at sports and entertainment facilities in Ontario.

There appears to be minimal market demand for a 6,000 seat centre in the City of Cambridge to host
sports and entertainment events.

Due to the locational/territorial requirements of major sports franchises (i.e. a minimum separation distance of 80
km to 120 km), it is unlikely that a new OHL, AHL or NLL team could be established in the City of Cambridge.

In the absence of a key tenant, there is no financially sustainable business case for the development of a
new multi-purpose sports and entertainment centre in Cambridge.

ESTIMATED CAPITAL AND OPERATING COSTS FOR A 6,000 SEAT MULTI-USE SPORTS AND
ENTERTAINMENT CENTRE

Over the past decade, a number of centres have been built in Canada including several within approximately
100 km or an hour drive of Cambridge (e.g. the Sleeman Centre located in Guelph, the John Labatt Centre in
London and the Powerade Centre in Brampton). Capital costs for centres built within the past five years range
from an estimated $8,182 per seat to $13,622 per seat. The majority of multi-purpose sports and entertainment
centres are municipally owned and most municipalities received provincial and/or federal capital funding and/or
private contributions (e.g. donations and naming rights) to assist with the construction costs.
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IBl Group estimates that it will cost approximately $56.0 million (2010 dollars, excluding land) to
construct a new 6,000 seat multi-purpose sports and entertainment centre (i.e. approximately $8,200 per
seat plus additional costs associated with the second ice pad).

For the purpose of generating estimates of annual operating costs, annual revenues and return on investment,
IBI Group assumed that if a new 6,000 centre was built in Cambridge it would have a main tenant.

Even with main tenants, many municipalities have struggled to generate enough revenue from ticket sales,
facility rentals, advertising, concessions, etc., to cover annual operating costs as well as capital reserves and
debt financing. Some have experienced significant problems with defaults on loans/partnership agreements
and payments for naming rights, the loss of key tenants and competition with other venues/municipalities to
attract major events. As such, the assumptions used by IBI Group to generate estimates of annual revenues
(e.g. number of annual entertainment events, attendance at sports and non-sporting events, rental hours for
prime and non-prime time ice, concessions revenue, etc.) are somewhat conservative, but reflect the recent
experiences of facilities in Ontario (e.g. the K-Rock Centre in Kingston, the GM Centre in Oshawa, the Essar
Centre in Sault Ste. Marie and the Sleeman Centre in Guelph) as well as the challenges Cambridge might face
in attracting events and patrons due to the number of competing sports and entertainment venues.

IBI Group estimated that in year one the 6,000 seat multi-purpose sports and entertainment centre could
generate $2.4 million in revenues, but that operating costs (including capital reserve payments) could
total $2.6 million. This operating deficit does not include debt repayment.

As noted, the estimated construction cost of the 6,000 seat multi-purpose sports and entertainment centre is $56
million to construct. Even with the $12.5 million identified within the City of Cambridge’s 2010 Ten Year Capital
Budget forecasts for the replacement of two of the municipality’s aging arenas in 2019, the possibility of using
development charge revenue and potential grants and partnerships, it is likely that the City would need to borrow
some money to finance the development. Using the above-noted estimates of annual operating costs and
revenues, IBI Group ran a 25-year proforma for a 6,000 seat centre under three hypothetical funding scenarios.
The scenarios assumed varying proportions of the total capital costs would be covered by the City of Cambridge
and variations in the amount of money that the City would need to borrow (i.e. debt finance):

. Scenario A: 100% of the capital costs to be paid for by the City, with 70% (i.e. $39.5 million)
to be financed;

. Scenario B: 89% of the capital costs to be paid for by the City, with 60% (i.e. $33.5 million) to
be financed; and

. Scenario C: 50% of the capital costs to be paid for by the City, with 21% (i.e. $11.5 million) to
be financed.

As shown in Figure A below, IBI Group estimates that over a 25-year operating period a new 6,000 seat
multi-purpose sports and entertainment centre, with a main tenant, could incur a deficit of between $19
million (net present value, Scenario C) and $47.5 million (net present value, Scenario A).

Should the City of Cambridge raise all $56 million dollars and avoid the need for debt financing, 1Bl Group

estimates that the new multi-purpose sports and entertainment centre may generate a loss of only $7.3 million
(net present value) over a 25-year operating period.
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Figure A. Financial Feasibility Analysis - 6,000 Seat Multi-Purpose Sports and Entertainment Centre

Estimates for Year 1 of Operations Estimates Including Debt
Excluding Debt Financing Financing

Funding Potential Sources of Development 25-Year Facility

Operatin . - ) Return on
P g Profit/Deficit Operations
Costs Investment

Profit/Deficit (NPV)

Scenarios Funding (i.e. $56.04 Million) Year 1 of

Revenues

Municipal Resenves $12,500,000
Funded by the Dewelopment Charges  $4,000,000
A. City (100%) Grants $0 $2,439,663 | -$2,587,742 | -$148,079 -$3,415,685 -$47,465,101
Partner Funding $0
Financing $39,540,000
Municipal Resenrves $12,500,000
Funded by the |Dewelopment Charges  $4,000,000
B. City (89%) and |Grants $6,000,000 | $2,439,663 | -$2,587,742 | -$148,079 | -$2,945,842 | -$41,684,449
Grants (11%)  |partner Funding $0
Financing $33,540,000
Municipal Resenves $12,500,000
anded by the Development Charges  $4,000,000
c. S B and s $0  |$2.439,663| 52,567,742 | -$148,070 | 51,100,008 | 518,975,554
Private Partner ' ! ' ! ' ' !
(50%) Partner Funding $28,020,000
Financing $11,520,000

Key Assumptions:
- Capital cost for 6,000 seat rink assumed at $8,200 per seat (w hich includes soft costs)

- Capital cost for second ice pad assumed to be $190 per sq. ft. (plus 20% for soft costs)

- Total capital costs, excluding debt financing, estimated to be $56,040,000

- Operating cost estimates include capital reserve contributions

- Interest rate of 5.5% p.a. used, along w ith annual escalation rate of 3%

- Financing assumed to be over a 25-year period (2 years for construction and 23 years of operation)

- Estimates of costs and revenues for Year 1 of Operations based on 2010 estimates and a 3% annual escalation

- Both ice pads w ill operate year round

- Only the portion of the facility that is required to address grow th-related needs in the City w ould be eligible for development charge funding

It should be stressed that the proformas prepared by IBI Group are based on high level order of magnitude cost
estimates and various funding and revenue assumptions. A complete business case and detailed costing
analysis will need to be undertaken by the City of Cambridge and/or a second party prior to selecting a preferred
development option (i.e. major sports and entertainment centre or a community-based multi-use recreation
complex) and pursuing a tenant agreement.

Ultimately, whether or not the City of Cambridge is able to pursue the development of a new centre is dependent
on the availability of funding and whether or not:

o The municipality is willing to tolerate a large annual deficit and subsidize recreation and
entertainment in the hope that the construction and operation of a new centre will result in
significant positive economic impacts to the City (e.g. increased resident and tourist
spending, new jobs, increased taxes, etc.); and

. Economic and market conditions change and revenues are significantly higher than what has
been estimated in this analysis (e.g. more events, higher spending on concessions, and
greater demand for advertising space).

In summary, even with a key tenant, unless the demand for sports and entertainment increases, along

with spectator spending, there is not a business case for the development of a new multi-purpose sports
and entertainment centre in Cambridge.
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ESTIMATED CAPITAL AND OPERATING COSTS - 2,000 SEAT MULTI-USE RECREATION COMPLEX

An alternative to developing a 6,000 seat centre is for the City of Cambridge to develop a smaller multi-use
recreation complex that would primarily accommodate the needs of local residents and groups, but that could
also be used for some smaller spectator and entertainment events. IBI Group generated capital and operating
cost estimates for two community complex options: 1) a 2,000 seat facility or 2) a 750 seat facility.

As per the study terms of reference, the option for both complexes to include a twin pad arena, a gymnasium,
meeting spaces and indoor swimming pool was explored. Capital costs for 100,000 plus sq. ft. multi-use
recreation complexes built in Ontario over the past five years have ranged from an estimated $160 to over $200
per sq. ft. Many municipalities have received capital funding assistance (e.g. Build Canada fund) and some
have sold naming rights or undertaken community fundraising to cover a portion of the construction costs.

IBl Group estimates it will cost approximately $29.3 million (2010 dollars, excluding land) to build a new
2,000 seat multi-use recreation complex and $24.6 million (2010 dollars, excluding land) to build a new
750 seat complex.

Some municipalities have reported considerable cost savings and operational efficiencies with the consolidation
of activities and amenities into one complex. However, given the high operating costs associated with ice and
indoor swimming pools, community programming and the need for capital reserve contributions, user fee
revenues rarely cover the total cost of operations. A net operating cost to the municipality (i.e. deficit) is
common and normally tolerated for such public recreation facilities and services.

IBI Group ran financial proformas for the large and small complex options under two hypothetical funding
scenarios, which assumed varying amounts of debt financing to be carried by the City:

. 2,000 seat complex: 100% funded by the City (Scenario A) or 75% financed by the City
(Scenario B); and

. 750 seat complex: 100% funded by the City (Scenario A) or 70% financed by the City
(Scenario B).

Very few community arenas have more than 1,000 fixed seats. Junior A and B and Senior A hockey games
generally do not require seating for more than 500 spectators and there are limited opportunities to attract small
to mid-sized entertainment events (e.g. concerts, conventions, trade shows) at multi-use recreation complexes.

IBI Group estimates that the net cost over a 25-year operating period for a new 2,000 seat complex would
be between $19.6 and $27 million, assuming debt financing is required.

As shown in Figure B below, IBI Group estimates that with debt financing, over a 25-year operating
period a new 750 seat multi-use recreation complex could incur a net cost of between $15.7 (net present
value, Scenario B) and $21.9 million (net present value, Scenario A).

The City of Cambridge does not have a history of incurring debt. Should the City of Cambridge raise all
$24.6 million dollars to cover capital costs and avoid the need for debt financing, then over a 25-year
operating period 1Bl Group estimates that the new 750 seat multi-use recreation complex would cost only
$13.7 million (net present value, Scenario B).
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Figure B. Financial Feasibility Analysis - 750 Seat Multi-Use Recreation Complex

Estimates for Year 1 of Operations| Estimates Including Debt

Potential Sources of Excluding Debt Financing Financing

Funding Development Funding (i.e. $24.57

Scenarios - ili
i Million) Year 1 of 25-Year Facility

Operating

Revenues
(S

Profit/Deficit | Operations Return on
Profit/Deficit [Investment (NPV)

Municipal Resenes $12,500,000
Development Charges | $4,000,000
Grants $0| $1,502,873 |-$2,205,440| -$702,567 | -$1,369,476 | -$21,944,702
Partner Funding $0
Financing (debt senice) $8,070,000
Funded by |Municipal Reserves $12,500,000
the City Development Charges | $4,000,000
B. (70%) and Grants $0| $1,502,873 |-$2,205,440| -$702,567 | -$861,857 -$15,699,269
Partner Partner Funding $7,312,500
(30%) Financing (debt senice) $757,500

Funded

Entirely by
" the City of

Cambridge

Key Assumptions:

- 105,000 sq. ft. facility with a twin pad arena (Main Pad: 750 seats, Second Pad: 250 seats), indoor sw imming pool and community rooms

- Capital cost of $195 per sq. ft. (plus 20% for soft costs)

- Total capital costs excluding debt financing, estimated to be  $24,570,000

- Operating cost estimates include capital reserve contributions

- Revenues and expenses are based on City of Cambridge 2010 Operating Budget and municipal case study research

- Interest rate used is 5.5% p.a. and annual escalation used is 3%

- Financing assumed to be over a 25-year period (2 years for construction and 23 years of operation)

- Estimates of costs and revenues for Year 1 of Operations based on 2010 estimates and a 3% annual escalation

- Only the portion of the facility that is required to address grow th-related needs in the City w ould be eligible for development charge funding

CONCLUSIONS

Given the outcome of the financial analysis and the mandate of the City of Cambridge Master Plan for
Parks, Recreation and Open Space, there is a stronger business case for the development of multi-use
recreation complex in the City of Cambridge, particularly a 750 seat option, in that:

. The complex would primarily accommodate the needs of minor and recreational user groups
and local residents;

. There is a higher tolerance for municipal funding (and annual net costs/deficits) for
community-based recreation facilities and services, as opposed to entertainment which
normally is provided by the private sector and paid entirely by users;

. A 750 seat complex would cost the municipality significantly less in terms of capital costs and
debt financing;

o The decommissioning of older facilities and the consolidation of facilities/activities into one
complex will likely result in operational savings; and

. A new complex could also be used to host some smaller spectator and entertainment events,
conventions and meetings. These activities could generate some economic benefits to the
community.

A new complex, with a twin pad arena and aquatic facilities, may not be required for several years
given the current high standard for ice and the life expectancy of the City’s existing facilities.
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NEXT STEPS

The feasibility study found that currently there is not a business case for a 6,000 seat multi-purpose sports and
entertainment centre in the City of Cambridge. It is unlikely there will be a business case for a new centre in the
short to medium-term (e.g. next five to ten years). However, the Cambridge Community Services Master Plan
Update Committee should continue to investigate opportunities to attract and accommodate a major sports
franchise, including an investor, as well as funding opportunities to share the capital construction costs. The
municipality should also continue to monitor:

. The financial performance of other sports and entertainment centres and the impact they are
having on the local economy;

. Community ice/arena requirements and the need for new ice pads; and

. Tax payer support for the development of either a new multi-purpose sport and entertainment

centre or a smaller community complex.

Without a business case for a new 6,000 seat multi-purpose sports and entertainment centre or the current need
for a multi-use recreation complex, it is premature to undertake a detailed site investigation. However, the City
can begin to identify potential sites to accommodate a new facility, including properties currently owned by the
municipality as well as lands owned by the private sector and other public agencies, and weigh the pros and
cons of both downtown locations and greenfield locations.

It is important to note that the findings of this feasibility analysis are not intended to suggest that the City of
Cambridge should not continue to plan for the refurbishment or replacement of its aging ice facilities in order to
meet user expectations. The City of Cambridge is committed to continuing to explore the best approach to
accommodating the ice requirements of its citizens (e.g. new multi-pad arena(s) or a multi-use facility).
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1. INTRODUCTION

The City of Cambridge is in the preliminary stage of considering the development of a significant sports and
recreation centre as a long-term capital initiative. The City’s vision for a new facility is twofold:

Primary Vision: To create a facility that will contribute to the economic health and vitality of the
city through a venue that is able to support sport tourism events (e.g. tournaments), ongoing
spectator sport events (e.g. high profile hockey franchise) and entertainment events (e.g.
concerts, shows, artistic and cultural events); and

Secondary Vision: To support local sport groups and community use through the provision of
arena time, high level sports fields, aquatic facilities and multi-use program space.

The Cambridge Community Services Master Plan Update Committee has established a list of potential
component concepts for a new multi-purpose sports and entertainment centre, which includes:

1. A regulation size NHL or Olympic ice pad with seating to accommodate at least 6,000 spectators;
Ancillary facilities to support large spectator events and to provide access control;

A second practice/community ice pad with seating for 200 (and additional ice pads as necessary);
Capability to convert the facility to an alternative sport (e.g. basketball) or entertainment venue;
Outdoor or indoor sport fields (soccer, football, or baseball);

A Competitive Aquatic Facility; and

Capacity to accommodate community and special events (e.g. arts, entertainment) concurrently.

No g kr~obn

1.1 Study Purpose and Objectives

IBI Group was retained by the City of Cambridge to conduct a basic feasibility analysis in order to confirm if there
is a business case to develop a major sports and entertainment centre, either now or in the future, or if a smaller
multi-use recreation complex would be more feasible/appropriate. For this assignment IBI Group focused on the
ice component; however opportunities to incorporate ancillary amenities and activities were also explored.

The following tasks were undertaken to establish market demand and the overall financial viability of developing
a new facility in the City of Cambridge:

. Analysis of the existing supply of multi- Examples of Multi-Purpose Sports and Entertainment Centre Features
purpose SpOI’tS and entertainment venues; - Ice pad with 5,000 plus seats, sening a larger city or regional market
- Primarily used for major sports events and entertainment acts
. |nvestigation of market demand and - Home to major sports team such as the AHL, OHL or NLL

potential to attract a major tenant (i.e.
sports franchise);

. Analysis of community ice needs;
. Preparation of capital and operating cost
estimates and revenue projections for: _ !
e A major centre with 6,000 seats; Examples of Multi-Use Recreation Complex Features
e A Community complex with 2’000 seats; - Ice pad with 700 to 3,000 seats, sening a smaller city or community(s)
. . - Primarily used for community programming and recreation
e A Commumty Complex with 750 seats. - Home to a minor sports team (e.g. Junior B or AAA hockey)
. . . . - Includes other recreational facilities (e.g. gym, pool, fields
. Review of potential funding and partnership ©g gym. p )
opportunities;
. Identification of management options; and
. Investigation of land requirements and

locational considerations.
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1.2 Limitations of Analysis

For this assignment, IBI Group relied on data prepared by the City of Cambridge, the Region of Waterloo, the
Province of Ontario, Statistics Canada and other groups and agencies, as well as input provided by the
American Hockey League (AHL), the National Lacrosse League and various facility owners and operators.
While IBI Group has attempted to verify all secondary data, we make no representation as to the accuracy or
completeness of the information received. 1Bl Group undertook extensive case study/best practice research.
However, the experiences of other municipalities and facilities should be considered for information purposes
only and not as a direct comparable for the City of Cambridge, given that:

. A number of factors will significantly influence the ultimate capital development costs of a new facility
(e.g. quality of finishes, whether equipment is rented or purchased, interest rates, etc.);

. A number of factors will heavily influence revenue generation at a facility (e.g. the type of
approach/agreement for revenue sharing between facility owner and franchise team, national and
global economic conditions impacting spending on sports and entertainment, local and regional
competition, etc.); and

. Municipalities use different approaches to calculate and report operating costs and revenue for their
sports and entertainment facilities. Often the full scope of operating costs shown within the annual
reports/statements for individual facilities (e.g. costs such as debt financing, capital reserve payments,
management and insurance) may be reported as a corporate cost or under a larger departmental or
service category.

The 25-year proformas prepared by IBI Group are based on high level order of magnitude cost estimates and a
number of costing, funding and revenue assumptions/scenarios. A complete business case and detailed costing
analysis will need to be undertaken by the City of Cambridge and/or a second party prior to selecting a preferred
option (i.e. major sports and entertainment centre or a community-based multi-use recreation complex).

1.3 Outline of Report

The remainder of the report is structured as follows:

. Section 2 provides a demographic overview of the City of Cambridge (2006 census) as well as
population projections for the City of Cambridge and the Region of Waterloo.

. Section 3 describes the existing and planned recreation and entertainment facilities within the
City of Cambridge.

. Section 4 describes the existing population-based and participation-based service standards for

ice within the City of Cambridge, historic usage of the municipality’s ice pads and the potential
requirements for additional ice facilities to accommodate future population growth.

. Section 5 provides an overview of the likely market demand for a new multi-purpose sports and
entertainment centre, including the potential to secure a key tenant (i.e. sports team/franchise)
and opportunities to accommodate and attract other major entertainment acts given the local
and regional competition and economic conditions.

. Section 6 details the results of the financial analysis, including the capital and operating cost
estimates and revenue projections prepared for the three options (i.e. a 6,000 seat centre, a
2,000 seat complex and a 750 seat complex) and the 25-year proformas which were run under
varying funding scenarios.

. Section 7 presents the conclusions of the feasibility study and recommended next steps to be
undertaken by the City of Cambridge.

. A list of the various sources used for the feasibility study is provided following Section 7.
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2. DEMOGRAPHIC OVERVIEW

The City of Cambridge is one of the seven municipalities which comprise the Region of Waterloo. Cambridge is
one of the fastest growing municipalities within the Region as well as within the Province. Over the past two
decades the City has grown by almost 40% (i.e. from 92,772 people in 1991 to 130,000 people in 2010, as
estimated by the municipality). The municipality has a diverse economic base with leading industries in
advanced manufacturing, automotive, high technology, pharmaceutical, business, financial services, hospitality
and retail. As per the 2006 census, the average household income within the City of Cambridge was higher
than the regional and provincial average.

As described below, the Region of Waterloo is expected to continue to experience high levels of population and
employment growth. The population of the City of Cambridge is anticipated to reach 177,000 by 2029 and
193,000 by 2036. Unlike many other municipalities in Ontario which are aging, the Region of Waterloo and the
City of Cambridge Region have high proportions of youth. Continued growth in the 0 to 19 age category is
expected to occur over the next several decades. Additional ice pads may be required in the City of Cambridge
to accommodate future population growth. However, as described in Section 4 of this report, the City’s younger
and more affluent population will not necessarily translate into the increased participation in ice sports and
demand for more arenas.

2.1 Historic Population Growth and Population Distribution

Between 1996 and 2006 the City of Cambridge experienced the third highest level of population growth (i.e.
18.7%) within the Region of Waterloo. As shown in Figure 1, as per the 2006 census, the City of Cambridge
was the second largest municipality in the Region, with a population of 120,371.

Figure 1. Population Change within the Region of Waterloo and Surrounding Municipalities

Absolute Growth |Percentage Growth
1996 2001 2006

Kitchener 178,420 | 190,399 | 204,668 26,248 14.7%
Waterloo 77,949 | 86,543 | 97,475 19,526 25.0%
Cambridge 101,429 [ 110,372 | 120,371 18,942 18.7%
Woolwich 17,325 | 18,201 | 19,658 2,333 13.5%
Wilmot 13,831 | 17,866 | 17,097 3,266 23.6%
Wellesley 8,664 9,365 9,789 1,125 13.0%
North Dumfries 7,817 8,769 9,063 1,246 15.9%
Total Region 405,435 | 438,515 | 478,121 72,686 17.9%
London 325,646 | 336,539 | 352,395 26,749 8.2%
Guelph 95,821 | 106,170 | 114,943 19,122 20.0%
Hamilton 467,799 | 490,268 | 504,559 36,760 7.9%
Province of Ontario [ 10,753,573[ 11,410,046 12,160,282 1,406,709 | 13.1%

Source: Bl Group based on Statistics Canada 1996, 2001 and 2006 Census

In addition to the permanent resident population, the Region of Waterloo estimates that as of 2009 there were
approximately 35,370 full time university/college students living in the Region. According to the Region of
Waterloo Planning, Housing and Community Services department, in 2009 the majority of students resided in the
City of Waterloo, with only 1,600 of the students living in the City of Cambridge (i.e. 4.5%).

! In March 2009 Statistics Canada released an update to the 2006 population counts for the City of Cambridge (i.e. 123,900 persons). The
population figure of 120,371 remains on Statistics Canada’s official Community Profile database.
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At the time of the 2006 census, the City of Cambridge had a younger population in comparison to the Region of
Waterloo as whole and particularly in comparison to the Province. As shown in Figure 2, the City of Cambridge
also had a significantly lower proportion of seniors (i.e. persons aged 60 and over).

Figure 2. Age Distribution (2006 Census)
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2.2 Labour Force Characteristics and Employment

As per the 2006 census the City of Cambridge had a total experienced labour force (persons 15 years and older)
of 67,225 people. As shown in Figure 3, a large proportion of the City’s population reported holding occupations
in the fields of Sales and Service, Trades, Transportation and Equipment Operators and Business, Finance and
Administration. In comparison to the Region of Waterloo and the Province, a lower proportion of the City of
Cambridge’s labour force held occupations in the areas of Natural and Applied Sciences, Social Services,
Education, Government and Religion and Art, Culture, Recreation and Sport. Future census years (e.g. 2011
and 2016) may show a change in the type of occupations held by Cambridge residents as a result of the
development of the University of Waterloo’s School of Architecture in downtown Cambridge and the new
Performing Arts Complex which is being constructed.

Figure 3. Occupations of Total Experienced Labour Force 15 Years and Over (2006 Census)

Total experienced labour force 15 years and over 67,225 | 100.0% | 269,265 | 100.0% | 6,473,735 100.0%
Management 6,305 9.4% 25,235 | 9.4% | 666,485 | 10.3%
Business, finance and administration 11,910 17.7% 47,765 | 17.7% |1,204,490( 18.6%
Natural and applied sciences 3,790 5.6% 19,745 | 7.3% | 451,930 | 7.0%
Health 3,045 4.5% 12,240 | 4.5% | 340,690 | 5.3%
Social science, education, government senice and religion 3,610 5.4% 21,350 | 7.9% | 546,385 | 8.4%
Art, culture, recreation and sport 1,135 1.7% 6,115 2.3% | 200,980 | 3.1%
Sales and senvice 15,540 23.1% 58,875 | 21.9% |1,522,820| 23.5%
Trades, transport and equipment operators 12,115 | 18.0% | 41,990 | 15.6% |9,111,250| 140.7%
Primary industry 745 1.1% 5,060 1.9% | 165,085 | 2.6%
Processing, manufacturing and utilites 9,030 13.4% | 30,885 | 11.5% | 463,610 | 7.2%

Source: IBI Group based on Statistics Canada 2006 Census data
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Between 2001 and 2006 the number of jobs located within the City of Cambridge (i.e. usual place of work)
grew by 9,075 (i.e. 17.1%) and as of 2006 Cambridge was home to 62,185 jobs, representing 30% of all jobs
located within the Region of Waterloo. In 2006 approximately one-third of the jobs located within the City of
Cambridge were related to manufacturing (i.e. 21,985). The City was also home to a considerable number of
retail jobs (i.e. 7,690) and health care/social assistance jobs (i.e. 4,630). As shown in Figure 4, between 2001
and 2006 only four of the twenty industry sectors experienced a loss of jobs (i.e. manufacturing 250 jobs,
mining and oil and gas extraction 20 jobs, information and cultural industries 15 jobs and arts, culture and
entertainment 55 jobs). The largest job gains in the City of Cambridge were in the fields of retail (i.e. 1,840
jobs), administrative and support, waste management and remediation services (i.e. 1,375 jobs) and health
care and social assistance (i.e. 1,085 jobs).

Figure 4. Total Jobs by Industry in Cambridge (2001 and 2006 Census)

% of Total % of Total Increase/
Industries Cambridge Cambridge |Decrease in Jobs
Jobs (2001) Jobs (2006) (2001 - 2006)
Agriculture, forestry, fishing and hunting 235 0.4% 265 0.4% 12.8%
Mining and oil and gas extraction 65 0.1% 45 0.1% -30.8%
Utilities 180 0.3% 310 0.5% 72.2%
Construction 1,525 2.9% 2,190 3.5% 43.6%
Manufacturing 22,235 41.9% 21,985 35.4% -1.1%
Wholesale trade 2,410 4.5% 3,355 5.4% 39.2%
Retail trade 5,850 11.0% 7,690 12.4% 31.5%
Transportation and warehousing 1,860 3.5% 2,805 4.5% 50.8%
Information and cultural industries 530 1.0% 515 0.8% -2.8%
Finance and insurance 1,430 2.7% 1,580 2.5% 10.5%
Real estate and rental and leasing 660 1.2% 800 1.3% 21.2%
Professional, scientific and technical senices 1,655 3.1% 2,145 3.4% 29.6%
Management of companies and enterprises 20 0.0% 45 0.1% 125.0%
Administrative and support, waste management, remediation senices | 1,285 2.4% 2,660 4.3% 107.0%
Educational senices 2,450 4.6% 2,810 4.5% 14.7%
Health care and social assistance 3,545 6.7% 4,630 7.4% 30.6%
Arts, entertainment and recreation 485 0.9% 430 0.7% -11.3%
Accommodation and food senices 2,795 5.3% 3,495 5.6% 25.0%
Other senices (except public administration) 2,340 4.4% 2,660 4.3% 13.7%
Public administration 1,560 2.9% 1,785 2.9% 14.4%
Total 53,110 100.0% 62,185 100.0% 17.1%

Source: IBI Group based on Statistics Canada 2001 and 2006 Census

Over the past few years, a number of companies have established themselves in the City of Cambridge, such
as:

. Rimowa - manufacturers of luggage and represented in more than 50 countries;

o Mazak Corporation Canada - producers of machine tools and systems for the precision
machining of metal parts, with 29 locations worldwide; and

. Preferred Sourcing — a third party quality inspection industry that uses the latest digital and
web-based technology to serve the automotive industry.

The unemployment rate in Cambridge decreased between the last census periods, falling from 9.1% in 1996 to
5.9% in 2006. As of 2006 the Region of Waterloo had an unemployment rate of 5.5% and the Province had a
rate of 6.4%. They City’'s unemployment rate of 5.9% was slightly higher than the unemployment rate for the
Region of Waterloo, but lower than the overall unemployment rate for the Province.
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At the time of the 2006 census, the median income of all households in the City of Cambridge was $65,311,
which was up significantly from $56,544 in 2001. In comparison, the median income in the Region of Waterloo
was $64,522 and the median in the Province was $60,455.

2.3 Future Population Growth and Population Distribution

The Places to Grow: Growth Plan for the Greater Golden Horseshoe (2006) estimates that the population of the
Region of Waterloo will increase by 8.4% between 2011 and 2031, reaching a total of 729,000 by 2031. The
Growth Plan also suggests that between 2011 and 2031 some 84,000 jobs will be created in the Region of
Waterloo.

In the fall of 2009 the Ontario Ministry of Finance (MOF) released a document entitled Ontario Population
Projections 2008-2036: Ontario and its 49 Census Divisions. This report includes population projections for the
49 census divisions within the province. The more recent provincial population estimates anticipate that by 2031
the Region of Waterloo will be home to some 762,100 people. As shown in Figure 5, the level of population
growth anticipated for Waterloo (i.e. 263,400) exceeds that of surrounding regions.

Figure 5. Forecasted Population Growth for the Region of Waterloo and Surrounding Regions/Counties
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As shown in Figure 6, the MOF projections anticipate that between 2009 and 2036 the youth population in the
Region of Waterloo (i.e. persons aged 19 and under) will increase by 36% (i.e. 46,450 people).
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Figure 6. Youth Population Forecasts for the Region of Waterloo
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The interim population projections provided to IBI Group by the City of Cambridge Planning Services Department
show that the population of the City of Cambridge will reach almost 177,000 by 2029, representing an increase
of 35%. These growth estimates are on track with Places To Grow, as forecasts prepared by the Region of
Waterloo estimate that the City of Cambridge will have a population of 172,600 by 2029. The City anticipates
that by 2036 it will have a total population of 193,000.

At this time, the City does not have individual population forecasts for the three communities that comprise
Cambridge (i.e. Hespeler, Galt and Preston). The municipality’s Annual Staging of Development Report for
2007-2011 shows that little residential development will take place over the next few years in West Galt, North
Galt or Preston and that the majority of new housing will be built in East Galt and Hespeler.
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3. EXISTING RECREATION AND ENTERTAINMENT FACILITIES

The City of Cambridge, through the Community Services Department, owns and operates a dozen recreational
facilities across the municipality, including six (6) arenas, two (2) indoor pools, outdoor pools and water
amusements, banquet halls, and senior’s centers. The City also provides a range of outdoor facilities such as
sports fields, a skateboard park, playgrounds, trails, etc. Residents and visitors to Cambridge also have access
to sports facilities which are owned and operated by the private sector (e.g. The Cambridge Ice Centre,
Cambridge Ice Park, Goodlife Fitness, etc.) and non-profit community groups/institutions (e.g. the YMCA, the
Hespeler Tennis Club, etc.).

Some of the existing municipal and non-municipal recreation facilities in Cambridge can accommodate more
than one type of activity or sport. The Cambridge community, however, does not have a complex that includes
ice pads, aquatic facilities, and other amenities. A number of Ontario municipalities have recently built multi-use
recreation complexes (herein after referred to as a ‘complex’), such as:

e  The Township of Wilmot - the Wilmot Recreation Complex, which includes two ice pads,
community centre and an expansion which includes an aquatic centre, indoor track, a youth
and senior’s centre;

e  Township of Woolwich - the Woolwich Memorial Centre, which includes two ice pads, fitness
centre, aquatic centre, indoor track, multi-purpose rooms, seniors facility, public park, playing
fields and track; and

e  Town of Newmarket - the Magna Multi-use Recreation Complex, which includes four ice pads,
aquatic facilities, gymnasium, walking track, multi-purpose rooms and retail amenities.

These community-based complexes are primarily intended to serve local residents and user groups.
Some have been designed to accommodate smaller-scale concerts and other entertainment events, but
generally do not accommodate more than 1,000 spectators (see Appendix A for examples of recently built
complexes and multi-pad arenas).

Various municipal and commercial venues in the City of Cambridge can accommodate small shows and events
(e.g. the Cambridge Arts Theatre, the Cambridge Hotel and Conference Centre). A new 15,000 sq. ft.
performing arts complex is being built in Cambridge that will accommodate up to 600 people.

The City of Cambridge does not have a major multi-purpose sports and entertainment centre (hereinafter
referred to as a ‘centre’) that could house a major sports franchise (e.g. Ontario Hockey League (OHL), the
American Hockey League (OHL) and the National Lacrosse League (NLL)) and hold large entertainment events.
With the limited opportunities for residents to engage in spectator sports and entertainment events within
Cambridge, residents are spending most of their recreation and entertainment dollars outside of the municipality.
As further described in Section 5, several major venues are located within fifty kilometers of Cambridge, such as:

e City of Guelph - the Sleeman Centre, which has fixed seating for 4,500 spectators and is home
to the Guelph Storm (OHL) and the Guelph Hurricanes (Junior B);

e City of Kitchener — the Aud, which has fixed seating for 7,100 spectators and is home to the
Kitchener Rangers (OHL); and

e City of Hamilton — Copps Coliseum, which has fixed seating for 17,383 spectators and is home
to the Hamilton Bulldogs (AHL).

The following sections provide additional details on the current supply of arenas, indoor swimming pools and
entertainment facilities within the City of Cambridge.
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3.1 Arenas (i.e. Indoor Ice Pads)

The City of Cambridge owns and operates six (6) arenas that together have a total of seven (7) ice pads. As
shown below in Figure 7, most of the City’s arenas are several decades old, but with federal financial assistance
millions of dollars in upgrades have recently been made. Only one of the arenas (i.e. the Hespeler Memorial
Arena) is a multi-pad facility. The Galt Gardens Arena, which is a well recognized historic and showcase facility,
is the only arena in the City that can accommodate more than 1,000 spectators.

Figure 7. Municipal Ice Arenas within the City of Cambridge

Facility Location Ice Surface(s) Other Amenities

Seating Facility Age

Galt ] _ Ty 98 Shade Street, | One ice pad, Upper servery Built in 1921,
Gardens ] Galt (home of the |80 ft. x 180 ft. (capacity for 100) [renovated in 1996
Arena Junior B and lower meeting |and 2010. The
Winterhawks and room (capacity for [oldest operating
the Cambridge 20), historical art  |arena in the world.
i |Skating Club) and autograph
1 gallery.
Hespeler 640 Ellis Road Two ice pads, [Rink 1: 720 |Meeting rooms, First pad built in
Memorial West, Hespeler |each 200 ft. x |(permanent) |gallery (capacity for{1990, second pad
Arena 100 ft. Rink 2: 300 [100), hall (capacity [added in 2000,
(permanent) |for 350), permanent [renovated 2010.
stage, kitchen and
bar.
Dickson 30 Parkhill Road | Oneice pad, |[500 Upper meeting Built in 1967,
Centre West, Galt 80 ft. x 180 ft. |(bleachers) [room (capacity for [renovated in 2010.
40).
Duncan = 200 Christopher [One ice pad, |500 Located in Built in 1974,
Mclintosh Drive, Galt 80 ft. x 180 ft. [(bleachers) |Churchill Park. All [renovated in 2010.
Arena - T = ! season skatepark
— T R e R facility.
Karl P 1407 Hamilton 80 ft. x 180 ft. (500 Meeting Room. Built in 1973,
Homuth - ] :| Street, Preston (bleachers) Renovated 2010.
Arena
Preston
Auditorium
. Upper Boardroom
- éfiseri’r?e”;?gn Oneice pad, [1,000 (capacity for 40) Built in 1972,
’ 80 ft. x 180 ft. [(permanent) |and Banquet Hall [renovated 2010.
(capacity for 175).

Source: IBI Group based on City of Cambridge data and Google Earth photos.

The municipality also has access to 28 hours of ice time per week from September 1 to March 31 at the privately
owned and operated Cambridge Ice Park. This access is considered equal to the provision of 0.5 municipal ice
pads, and as such, the City of Cambridge is considered to have a supply of 7.5 ice pads. As shown in Figure 8,
the Cambridge Ice Park also rents ice time and other sports facilities directly to the public, as does the privately
owned and operated Cambridge Ice Centre.
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Centre.

Centre Food
Court.

people) with media
equipment available.

Location Ice Surface(s) | Seating | Other Amenities Ownership/Operations
Cambridge 1001 Franklin Bivd.| Two ice pads, |550 in full Retail Pro-Shop, Rink Partners Corporation
Ice Park each 85 ft. x [senice Restaurant/Bar, Ball |with guidance from
185 ft. restaurant  [Diamonds (4) and Sportrec Facility
overlooking |Volleyball Courts (4). |Management Inc.
both ice
pads
Cambridge 355 Hespeler Rd. [Oneice pad, [250 feet of [1,700 sq. ft.. party Morguard
Ice Centre Located in the 85 ft. x 200 ft. |viewing from |room, free parking,
Cambridge Centre the business meeting
Regional Shopping Cambridge [room (capacity for 65

Source: Bl Group based on Cambridge Ice Centre and Cambridge Ice Park w ebsite data.

3.2 Indoor Swimming Pools

The City of Cambridge currently owns and operates two (2) indoor swimming pools:

The W.G. Johnson Centre pool: a 23 metre by 12 metre fully accessible pool with a diving
board, water slide, hot tub and dry sauna; and

The John Dolson Centre pool: a 25 metre by 15 metre fully accessible pool with bleachers on
deck, a diving board, water slide and dry sauna.

The municipality also has a long term partnership with the YMCA, which is expected to continue until at least
2036, that allows for access to The Chaplan Family YMCA. This facility includes a 25-metre, 6 lane pool with a
waterslide, a 100 sq. ft. teaching pool with warm water, a gymnasium, track, exercise studio and squash and
racquetball courts. The YMCA also has a facility in Kitchener (i.e. the A.R. Kaufman Family YMCA) and is
currently constructing a new multi-purpose facility in Waterloo (i.e. the Stork Centre YMCA). Both of these
facilities include indoor swimming pools and other sports and recreation amenities. The Stork Family

YMCA development is a collaboration between the YMCA, the City of Waterloo, Waterloo Public Library and the
University of Waterloo. It will be built in a building that will include a branch of the Waterloo Public Library. The
building would be owned by the City of Waterloo on land leased from the University of Waterloo.

3.3 Entertainment Venues

Within the City of Cambridge there are a number of municipal and non-municipal facilities that can
accommodate small to medium-sized events such as theatre productions, concerts, cultural events and
conferences. Examples of such facilities include, but are not limited to:

e Cambridge Centre for the Arts - a municipally operated community arts centre located in
downtown Cambridge. The facility includes an art gallery, gift shop, pottery studio and five
program spaces which are available for rent by the public:
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Toyota Auditorium — seating capacity for 220 people;
Multi-purpose Room — seating capacity for 220 people;
Donaldson Room — capacity for 25 people;

Summerhayes Studio — capacity for 25 people; and

Fabric Arts Studio — capacity for 20 people.
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e Cambridge Arts Theatre, Galt Little Theatre - the building is owned by the City of Cambridge and
operated by Galt Little Theatre Inc., a non-profit corporation. The facility includes a hall and
auditorium that can accommodate up to 225 people, a fully equipped kitchen, portable bar,
podium and dance floor.

e Cambridge City Hall — owned and operated by the City of Cambridge. The facility includes two
separate spaces; the Bowman Room which has a capacity for 100 people and the Atrium which
also has the capacity for 100 people. The rooms can be combined allowing for larger groups.

e Cambridge Hotel and Conference Centre — a privately owned facility that includes over 10,000 sq.
ft. of dedicated conference/banquet space that can accommodate groups of four (4) to 400.

e Holiday Inn Cambridge — a privately owned facility that includes meeting rooms and a ball room that can
accommodate groups of eight (8) to 400 people. The hotel's Grand Ballroom can accommodate 25
trade show booths (8 x10 in size).

A new 15,000 square foot, 500 to 600-seat performing arts complex is being built in downtown Cambridge, in the
historic area of Galt. The facility will be capable of presenting a variety of live theatrical performances and
enabling community-based cultural, educational and social events. It is being funded through the Building
Canada Fund and includes support from the City of Cambridge ($6 million), Government of Canada ($6 million)
and Province of Ontario. The City of Cambridge will own the building and Drayton Entertainment will operate it.
It is anticipated that the project ground breaking will take place in February 2011 and that Drayton
Entertainment’s programming will begin in 2012.

As noted, there are no venues in the City of Cambridge that can accommodate larger events and acts
such as, Rock the Ice Starring Elvis Stojko being held at The Aud in Kitchener, Disney Live Mickey’s
Rockin’ Road Show being held had the GM Centre in Oshawa, the Rush concert at Copps Coliseum in
Hamilton, and Mama Mia being held at the John Labatt Centre in London.
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4. COMMUNITY ICE NEEDS

Service standards are calculations of the number of residents or participants per recreational facility. They
provide a general guideline for determining facility needs - the higher the ratio of people to a facility, the lower
the level of service. It should be noted, however, that service standards do not take into consideration the age,
size, quality, location, pricing or allocation/availability of facility rental time. Ultimately, service standards must
reflect the requirements and preferences of a specific community.

The Ontario Recreation Facilities Association (ORFA) recommends the following service standards for ice pads:

o One artificial ice rink per 8,000 people - If residents of the municipality are very active in ice
activities and there is a minor hockey system for boys and girls, skating club, adult hockey and
senior hockey and community public skating.

. One artificial ice rink per 14,000 people - If residents of the municipality are fairly active in ice
activities and there is a minor hockey system for boys and girls, skating club and adult hockey.

. One artificial ice rink per 20,000 people - If residents of the municipality are somewhat active in ice
activities and there is a minor hockey system for boys, skating club and some adult hockey.

The City of Cambridge Master Plan for Parks, Recreation and Open Space (2002 to 2022) suggests a service
standard of 1 ice pad per 15,000 people be used as a guideline. Many municipalities also establish
participation-based service standards within their recreation master plans. For example, the Town of Oakville,
the City of Kingston, the Township of Centre Wellington and the Town of Caledon recommend the provision of
one ice pad per 700 registered participants.

The following sections detail how Cambridge residents and user groups currently have a high level of service for
ice, in terms of the ratio of ice pads to population/participants, but how by 2036, between three (5) to five (5)
additional ice pads may be required in the City in order to accommodate future population growth.

4.1 Existing Service Standards for Ice Pads

As previously described in Section 3, the City of Cambridge owns and operates seven (7) ice pads and has
access to 28 hours of ice time per week Cambridge Ice Park, which is considered equal to 0.5 ice pads. Unlike
many other cities and towns, Cambridge residents also have access to ice facilities at the Cambridge Ice Centre
(1 pad) and the Cambridge Ice Park (1.5 pads of the facility’s 2 pads).

With the City's 2010 population estimated to be 130,000, the existing service standards for ice pads in
Cambridge are as follows:

. Municipal Ice Pads (i.e. 7.5 ice pads): One ice pad per 17,333 people; and

. Municipal and Non-Municipal Ice Pads (i.e. 10 ice pads): One ice pad per 13,000 people.
While the service standard in Cambridge for municipal facilities alone (i.e. one ice pad per 17,333 people) is
slightly lower than target of one ice pad per 15,000 population identified in the Master Plan for Parks, Recreation
and Open Space when the full inventory of ice pads in the City is considered, Cambridge residents enjoy a high

standard of service, one which is higher than available in most municipalities and that exceeds the ORFA’s
recommendations for communities that are somewhat active or fairly active in ice activities.

Furthermore, the City’s participation-based service standard is much higher than the commonly sought target of
one ice pad per 700 participants. In the 2009/2010, some 3,697 people were registered with minor or
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recreational teams that use the City of Cambridge’s ice facilities (i.e. hockey, figure skating, speed skating and
ringette teams/clubs), resulting in a ratio of 493 participants per ice pad.?

The majority of hockey, skating and ringette user groups’ desire access to prime time ice (i.e. weekdays from 6
pm to 10 pm and weekends 9 am to 6 pm) and the City of Cambridge’s ice pads are normally fully booked during
these periods. A shortage of prime time ice is common in municipalities and as such, ice pads in other cities and
towns are often fully booked in the early mornings on weekends and during the week, as well as late in the
evening. This has not been the case in Cambridge where ice time is available at the municipality’s arenas from
6 am to 8 am and after 10 pm. Only 62% of the City’s ice allocation at the Cambridge Ice Park was booked in
2009/2010.

4.2 Future Ice Requirements

As the City Cambridge continues to grow, its population-based service standards for ice pads will decrease,
unless new ones are provided. Population growth often results in increased levels of participation in recreation
activities such as hockey and skating, particularly in younger more affluent communities that have higher
proportion of children and active adults. However, as shown in Figure 9, over the past five years registration for
ice groups that use the City of Cambridge’s facilities has fluctuated but overall there has been a decline in
participation.

Figure 9. Histoic Registration for Minor Ice Groups That Use City of Cambridge Arenas

Change 2005 - 2010

2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10

Cambridge Girls Hockey 340 362 361 392 320 -20 -5.9%
Cambridge Minor Hockey 1,577 1,572 1,495 1,655 1,561 -16 -1.0%
Cambridge Ringette 400 300 300 310 371 -29 -7.3%
Cambridge Skating Club 200 350 350 300 150 -50 -25.0%
Cambridge Speed Skating Club 51 56 63 62 53 2 3.9%

Hespeler Figure Skating Club 167 175 145 160 165 -2 -1.2%
Hespeler Minor Hockey 910 865 824 796 727 -183 -20.1%
Preston Figure Skating Club/CTC 350 350 350 350 350 0 0.0%

TOTALS 3,995 4,030 3,888 4,025 3,697 -298 -7.5%

Source: 1Bl Group based on registration data provided by the City of Cambridge

The Arena Feasibility Study prepared in 1999 for the City of Cambridge concluded that seven (7) ice pads, plus
the use of the Cambridge Ice Park facility, would be sufficient to meet projected ice pad demands by active
youth participants and demand for prime time hours until the year 2016. While it is over a decade old, the
conclusions of the Arena Feasibility Study appear to remain valid given that with the anticipated 2016 population
of 143,700 people the following service standards would exist for ice:

. Municipal Ice Pads (i.e. 7.5): One ice pad per 19,160 people. By ORFA'’s guidelines, this ratio
is still appropriate for municipalities that are somewhat active in ice activities.

. Municipal and Non-Municipal Ice Pads (i.e. 10): One ice pad per 14,370 people. This ratio
meets the City’s target that residents have access to one ice pad per 15,000 people.

In terms of providing an appropriate participation-based service standard, registration in minor ice hockey
would need to increase by over 1,500 people (i.e. 41%) in order for the City’s standard to fall below the

%2 Note: Analysis of ice time usage and participation in groups not registered with the City of Cambridge was not undertaken as part of the
assignment.
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commonly sought target of one ice pad per 700 participants. Such an increase in participation is
extremely unlikely to occur in Cambridge between 2010 and 2016.

As shown in Figure 10, in order for the City to maintain its current service standard of one ice pad per 17,333
people, it will need to add 3.5 ice pads to its municipal supply by 2036.

Figure 10. Anticipated Future Service Standards for Municipal Ice Pads

Potential ) Potential ) Potential
Future Service Po’\/lpul_a.tloln Future Service PoMpuI_a.tloln Future Service
Municipal|Standard (Municipa Municipal | Standard (Municipa Municipal [Standard

Projections) Projections)
Ice Pads Ice Pads Ice Pads

Population| Existing Population

(Municipal

Service
Standard

(Municipal |Municipal
Estimate) Projections)

130,000 7.5 17,333 143,700 8.3 17,333 165,000 9.5 17,333 193,000 11 17,333

Source: IBI Group based on City of Cambridge population estimates and forecasts.

In order to provide Cambridge residents with a ratio of approximately one ice pad per 15,000 population in 2036,
the following supply of ice pads will be required, depending on whether or not the ratio is desired for municipal
facilities alone or all ice facilities in the City:

. Municipal Ice Pads: An additional 5 ice pads, for a total supply of 12.5; or

. Municipal and Non-Municipal Ice Pads: An additional 3 ice pads for a total of 10.5 ice pads.

As noted, service standards do not take into consideration the age, size, quality or location of facilities. The
City’s Arena Feasibility Study concluded that the conservation program initiated in 2001 would allow continued
use of the neighbourhood arenas for the next 15 to 20 years, but any further substantial investment in City’s
arenas beyond that time frame must be carefully scrutinized. The study indicated that at least two existing
neighbourhood arenas should be replaced within the next twenty years (i.e. before 2022).

4.3 Land Requirements for New Ice Facilities

In addition to new ice facilities to accommodate population growth, most of the City’s ice arenas are several
decades old and one or more will need to be decommissioned and replaced over the next few decades. The
Arena Feasibility Study suggests that at least two of the City’s arenas should be replaced before 2022, with a
twin pad facility. The municipality’s 2010 Ten Year Capital Budget forecasts identifies $12.5 million for the
replacement of two of the municipality’s aging arenas (i.e. Homuth and Duncan Mclintosh Arenas) in 2019. The
City of Cambridge Master Plan for Parks, Recreation and Open Space identifies Churchill Park as a preferred
location for a new twin pad arena. The land is owned by the municipality and is in sufficient supply to
accommodate a twin pad, parking and other design requirements. The concept would call for a reconfiguration
of some playing fields to accommodate the new facility. The City’s Master Plan for Parks, Recreation and Open
Space also highlights the potential need for a multi-use recreation facility, which could include ice pads, but the
Plan does not specify a potential or preferred location for such a complex.

The Guidelines for Developing Public Recreation Facility Standards (2004) prepared by the Ministry of Culture
and Recreation, Sports and Fitness Division provides industry standards for the amount of land required for
various recreation facilities, including:

. 4 to 20 acres (1.6 to 8.1 hectares) for ‘neighbourhood spaces’ that accommodates local
neighbourhood interests and may include sports areas for minor leagues, outdoor skating
rinks, water play, as well as special events and informal passive activities. Neighbourhood
spaces are intended to serve 5,000 people within an area of % to ¥z mile radius.

. 15 to 20 acres (6.1 to 8.1 hectares) for ‘community spaces’ that accommodate social,
cultural, educational and physical activities of particular interest to the community; multi-
purpose, year round, day/night activities, low level competitive sports with limited spectator
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space. These facilities can include playgrounds, a recreation centre, meeting rooms and
library, track and field area, sports fields, arena and swimming pool. Community spaces are
intended to serve several neighbourhoods or 15,000 to 25,000 people within a radius to %2 to
1% miles, accessible by walking, cycling and public transit.

The Guidelines suggest that parking for a recreation complex, with or without a park or sports field, should
be calculated on a minimum of one car space for every four patrons. This is in addition to the parking
requirements for the park or sports field.

As illustrated by the case study examples shown in Appendix A, planned or recently constructed multi pad
arenas range in size from 80,000 sq. ft. to 150,500 sqg. ft. and offer 300 to 940 on-site parking spaces. The
North Wentworth Twin Pad Arena being constructed in Hamilton is located on a 10.4 acre parcel and the County
of Brant Twin Pad Arena is being built on a 12 acre site. Recently developed multi-use complexes that include
ice pads as well as indoor aquatic facilities range in size from 117,000 sq. ft. to 215,000 sq. ft.
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5. MARKET DEMAND FOR A MULTI-PURPOSE SPORTS AND ENTERTAINMENT
CENTRE

The City of Cambridge is investigating the feasibility of building a new multi-purpose sports and entertainment
centre, providing it will contribute to the economic health and vitality of the City by supporting sport tourism
events (e.g. tournaments), ongoing spectator sport events (e.g. high profile hockey franchise) and entertainment
events (e.g. concerts, shows, artistic and cultural events). IBI Group undertook the following tasks to gauge
current and potential future market demand for a new centre in the City of Cambridge:

. Identified opportunities to attract a primary tenant (i.e. a professional sports team/franchise);

. Reviewed the existing supply of sports and entertainment centres within proximity to the City of
Cambridge (i.e. competition), as well as the recent usage/performance of these facilities; and

. Investigated opportunities to attract major entertainment events (e.g. as concerts and trade shows)
as well as patrons (i.e. residents of Cambridge, residents of the larger region and tourists/visitors).

As detailed in the sections below, given the locational/territorial requirements of major sports franchises, it is
unlikely that the City of Cambridge could attract a new hockey or lacrosse team. Typically, the development
and operation of a new centre requires the participation of primary tenant/user. In terms of market demand and
the required customer base for major sports tourism and entertainment events, the current and anticipated future
population of the City of Cambridge and its relatively small visitor base does not appear to be large enough to
support a new centre. With the existing supply of multi-purpose sports and entertainment centres within nearby
communities, there is currently little regional demand for another multi-purpose sports and entertainment centre.

5.1 Opportunities to Attract a Primary Tenant

The majority of multi-purpose sports and entertainment centres in Canada are home to a primary tenant such as
a Canadian Hockey League (CHL), American Hockey League (AHL) team or National Lacrosse League (NLL)
team. A few centres are home to Premier Basketball League (PBL) franchises. These teams generally utilize a
significant proportion of a facility’s available prime and non-prime time hours and either pay annual rental fees or
share a proportion of ticket and concession revenues with the facility owner.

IBI Group contacted the American Hockey League (AHL), American Hockey League (AHL) wock
the Ontario Hockey League (OHL), the National Lacrosse A 30'tea“:1pf°fess'°“;' 'Cle hOCkeyl'e_agu? fthafh S a9
League (NLL) and the Premier Basketball League (PBL) to | eree 88 1 prmaw cewbpmental cieutforthe g AT
- . ational Hockey League (NHL). Wy D
confirm general league requirements for: . kA A
- 26 AHL teams are located in the USA and 4 are “apL
° Facility size and seating (and average game located in Canada (i.e. Manitoba Moose, Hamilton
Bulldogs, Abbotsford Heat, Toronto Marlies).
attendance);
Ontario Hockey League (OHL)
. . . - One of the three Major Junior ice hockey leagues
. Locational requirements and/or territorial which constitute the Canadian Hockey League.
restrictions; - There are currently 20 teams:17 are based in
. Ontario and 3 teams are in the USA.
J Franchise fees; and

National Lacrosse League (NLL)
B A - A men's professional indoor league that currently
[ ]
Ownershlp criteria. has 10 teams; 7 in the USA and 3 in Canada (i.e.
Toronto Rock, Calgary Roughnecks, Edmonton
Rush).

Premier Basketball League (PBL)

- A men's professional league that formed in 2008.
The league had 13 teams for the 2009 season and
8 in the 2010 season, 3 of which were based in
Canada (i.e. Halifax Rainmen, Quebec Kebs,
Saint John Mill Rats).

IBI Group held confidential telephone discussions with the AHL and the NLL, but neither the OHL nor the PBL
responded to IBI Group’s inquiries or requests for input to the study.
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5.1.1 SEATING/ATTENDANCE

The AHL indicated that there is no set seating requirement for venues that host a franchise, but a minimum of
6,000 to 7,000 seats is preferred. Over the past three years/seasons (i.e. 2007 to 2010), the average annual
attendance for AHL league games was 5,143, with the two Ontario-based teams, the Toronto Marlies and the
Hamilton Bulldogs, attracting 4,348 and 4,575 spectators respectively.

The average annual attendance for OHL league games during the period of 2007 to 2010 was 4,034. This total
average, however, is somewhat skewed as it includes three team anomalies; the London Knights had an
average annual attendance of 9,012, the Ottawa 67’'s had an average annual attendance of 7,823 and the
Kitchener Rangers had an average annual attendance of 6,183. As illustrated in Figure 11, over half of the OHL
teams on average attracted less than 4,000 spectators per game and only four of the twenty teams reached
attendance levels that were close to or over the facility’s fixed seating capacity (i.e. the London Knights, the
Niagara Ice Dogs, and the Sault Ste. Marie Greyhounds).

Figure 11. Historic Average Annual OHL Team Attendance

. Capacit Average Attendance 2007-2010
OHL Team Name Facility (Sgats)yi 2007-2008 | 29008-2009| 2009-2010{ Average

Barrie Colts Barrie Molson Centre 4,195 3,537 3,486 3,732 3,585
Belleville Bulls Yardmen Arena 3,257 2,773 2,970 2,746 2,830
Brampton Battalion Powerade Centre 4,774 2,510 2,405 2,090 2,335
Erie Otters Tullio Arena 5,500 3,527 3,526 3,592 3,548
Guelph Storm Sleeman Centre 4,540 4,154 4,071 3,989 4,072
Kingston Frontenacs Kingston Memorial Centre 5,380 2,551 3,093 2,881 2,842
Kitchener Rangers Kitchener Memorial Auditorium 6,268 6,038 6,246 6,264 6,183
London Knights John Labatt Centre 9,100 9,013 9,007 9,015 9,012
Mississauga St. Michael's Majors |Hershey Centre 5,420 2,138 2,393 2,248 2,260
Niagara IceDogs Garden City Arena Complex 2,800 2,773 2,962 2,914 2,883
Oshawa Generals General Motors Centre 5,500 5,134 4,794 4,164 4,697
Ottawa 67's Urbandale Centre 9,862 8,103 7,866 7,499 7,823
Owen Sound Attack Bayshore Community Centre 2,983 2,475 2,418 2,375 2,422
Peterborough Petes Peterborough Memorial Centre 3,729 3,101 2,963 2,788 2,951
Plymouth Whalers Compuware Sports Arena 3,504 2,642 2,343 2,685 2,556
Saginaw Spirit Dow Event Center - Wendler Arena 5,497 3,933 3,732 3,594 3,753
Sarnia Sting Sarnia Sports & Entertainment Centre | 4,118 3,715 3,491 3,246 3,484
Sault Ste. Marie Greyhounds Essar Centre 4,600 4,623 4,434 4,424 4,494
Sudbury Wolves Sudbury Arena 4,600 4,162 4,198 3,823 4,061
Windsor Spitfires WFCU Centre 6,500 3,344 5,063 6,278 4,895

OHL League Average 5,106 4,012 4,073 4,017 4,034

Source: IBI Group based on various internet sources (OHL Arena Guide, OHL team w ebsites, w ikipedia, etc. )

Attendance at Junior A and Junior B hockey games in Ontario ranges from under 100 to over 1,000, depending
on the team, the city/town, game point average and the time within the season. According to pointstreak.com,
the average attendance at Junior A games is 404 people and the average attendance at Junior B games is 689.
The Cambridge Winterhawks on average attract approximately 500 spectators to regular season games at the
Galt Arena Gardens (which has fixed seating for 1,100 people). According to the Major Hockey League, in the
2009/2010 season, average attendance at OHA Senior AAA games ranged between 230 and 328 per game.

The NLL generally requires its teams to play within facilities that have a minimum of 10,000 seats. NLL games
generally attract between 9,000 and 13,000 spectators per game.

According to a Premier Basketball League Weekly Report, PBL games attract between 1,379 and 4,000
spectators per game. Approximately half of the PBL teams are accommodated in smaller venues, which can
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accommodate between 2,000 and 4,000 spectators. In comparison, the Toronto Raptors attract an average of
16,435 spectators when playing home games at the Air Canada Centre.

5.1.2 LOCATIONAL/TERRITORIAL RESTRICTIONS

The AHL imposes a 50 mile (80 km) protective territory around AHL teams. While IBI Group was unable to
obtain input from the OHL, it is likely the organization has similar boundary requirements. The NLL imposes a
75 mile (120 km) protective territory around each club. Although AHL and NLL franchises can waive their rights
and allow a new team to establish within their protective territory, this is rare and normally requires some sort of
financial compensation.

As shown in Figure 12, the Kitchener Rangers (OHL), the Guelph Storm (OHL) and the Hamilton Bulldogs (AHL)
are all located within 80 km of the City of Cambridge and the Toronto Rock (NLL) is located within 120 km of the
City of Cambridge. Therefore, while the AHL and the NLL did suggest that the market area of Cambridge could
likely support a new team, unless one of the existing franchise owners waived their territorial rights or choose to
relocate, a new AHL or NLL team, and likely an OHL team, could not be established in the City of Cambridge.
The NLL requires that each club stay a minimum of three years in their market before relocation. 1Bl Group
understands that most of the franchises have fulfilled their three-year obligation and that the NLL is not aware of
any teams that are interested in relocating.

Figure 12. Location of Existing OHL, AHL and NLL Franchises/Teams
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Given that there are no PBL franchises in Ontario, if the league has territorial rights, they would likely not

preclude a new franchise from establishing in Cambridge. However, PLB franchises have struggled over
recent years and few are located within proximity to National Basketball Association (NBA) teams and the
Toronto Raptors are located within an hour’s drive of the City of Cambridge.

5.1.3 FINANCIAL OBLIGATIONS

In addition to locational and territorial requirements, the AHL, OHL, NLL and PBL have
ownership/franchising requirements, including significant financial obligations. The following summarizes
the criteria provided by the AHL and the NLL:

AHL

. Franchise fee of $3.5 to $4 million.

. The owners must have sufficient working capital to cover the annual operating cost for a team
which typically runs in the $3 million range per annum.

. A franchise cannot be pledged as security for any loans by the ownership.

. Local ownership is not mandatory.

NLL

o Franchise fee of $3 million.

. The owners must have sufficient working capital to cover annual operating of approximately
$2 million. A team in Cambridge might be able to operate for less because of reduced travel
costs due to the proximity to other teams (Toronto, Rochester, and Buffalo).

. Local ownership is preferred but not mandatory.

The AHL and the NLL indicated that they were not aware of an individual or a group of individuals looking
to invest in a new franchise in the City of Cambridge. To date, the City of Cambridge has not been
approached by any interested investors.

Recent media reports suggest that a new franchise fee for an OHL team could be as high as $7 million.

5.2 Attracting Other Entertainment Events and Patrons

There are currently a number of multi-purpose sports and entertainment centres within 100 kilometres or a 60
minute drive by car from the City of Cambridge, including:

. The Aud, Kitchener: Fixed seating for 7,100 spectators and home to the Kitchener Rangers
(OHL). The facility appears to have hosted 20 or so non-hockey events in 2010 (primarily
smaller shows and acts);

. The John Labatt Centre, London: Fixed seating for 9,090 spectators and home to the London
Knights (OHL). The facility appears to have hosted over 50 non-hockey events in 2010.

. The Sleeman Centre, Guelph: Fixed seating for 4,500 spectators and home to the Guelph
Storm (OHL) and the Guelph Hurricanes (Junior B). The facility appears to have hosted less
than 15 non-hockey events in 2010;

. Copps Coliseum, Hamilton: Fixed seating for 17,383 spectators and home to the Hamilton
Bulldogs (AHL). The facility appears to have hosted dozens of non-hockey events in 2010;
and

. The Powerade Centre, Brampton: Fixed seating for 4,980 and home to the Brampton Battalion

(OHL), Brampton Thunder (North West Hockey League) and the Brampton Excelsiors (Ontario
Lacrosse League). The facility appears to have hosted dozens of non-hockey events in 2010.
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Case study research undertaken for this assignment shows that those centres which tend to host the
greatest number of entertainment events and that attract larger or international acts are either located
within bigger urban centres (e.g. Toronto, Ottawa, Hamilton and Brampton), have large trading areas
because they are the only major venue within the region (e.g. the John Labatt Centre in the City of
London, the K-Rock Centre in the City of Kingston and Windsor Family Credit Union) or they are located
within a city that is a popular tourist destination.

Within southern Ontario, the John Labatt Centre is one of the few venues with under 10,000 seats that
draws a large number of non-hockey events (e.g. 50 plus per year). As detailed above, most other
venues within proximity to the City of Cambridge (e.g. the Aud and the Sleeman Centre) host less than 20
non-hockey events per year.

Additional details on these centres and others are located in Appendix B.

According to the latest Statistics Canada’s Travel Survey of Residents of Canada and International Travel
Survey, only a very small percentage of trips to Ontario were made to the Region of Waterloo (i.e. 3.8%). Over
half of the 3.8 million people who visited Waterloo in 2008 citied ‘Visiting Friends or Relatives’ as the primary
purpose of their trip. ‘Pleasure’ was cited by 29% of the visitors, ‘Business’ by 6% and ‘Personal’ by 5%. The
majority of visits to Waterloo were made by residents of Ontario (i.e. 91%), particularly residents of the Greater
Toronto Area (GTA) (see Figure 13).

Figure 13. Person Visits to the Region of Waterloo in 2008 by Place of Residence (Top 10 Places)

Total Visits (000s) Overnight Visits (000s) Same-day Visits (000s)

Top 10 Total 2,244 547 1,697
City of Toronto 392 218 174
Peel Regional Municipality 321 14 307
Wellington County 259 33 226
York Regional Municipality 216 95 122
Halton Regional Municipality 216 36 180
Oxford County 194 14 180
Middlesex County 188 43 146
Perth County 163 15 148
Waterloo Regional Municipality 148 66 82

City of Hamilton 146 13 133

Source: Statistics Canada 2008 Travel Survey of Residents of Canada and International Travel Survey

In 2008 the average daily spending of visitors to Waterloo Region was $105, which was considerably lower than
the average for the province which was $130. The lower visitor spending can be largely associated with the
large volume of same-day visits to the Region and the higher percentage of domestic visitors. Furthermore, the
majority of visitors who did stay overnight in Waterloo stayed at a private residence, as opposed to a commercial
accommodation or campground.

Visitor data (e.g. person visits, spending, etc.) specifically for the City of Cambridge is not available from the
Province or the City. However, visitation and spending at the City’s attractions such as the Cambridge Centre
for the Arts Centre, the Cambridge Galleries, the Cambridge Butterfly Conservatory, Mill Race Folk Festival, etc.
represent only a small proportion of those available elsewhere in the Region (e.g. Kitchener-Waterloo
Oktoberfest, the historic Village of St. Jacobs, the Waterloo-St. Jacobs Railway, the Waterloo Regional
Children’s Museum, the Waterloo Jazz Festival, EImira Maple Syrup Festival, etc.).

There are examples of municipal governments that have experienced positive economic impacts from building
and actively marketing facilities that can accommodate sports tournaments, large entertainment acts and
community events (e.g. increased tourism, increased resident and tourist spending, job creation, new taxes,
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etc.). The John Labatt Centre is an example where the development of a new spectator arena has helped
generate increased levels of tourism and visitor spending.

The John Labatt Centre is also seen as one of the catalysts in the regeneration of downtown London. The
arena, however, was just one of the major capital investments made by the municipality. City of London
Millennium Plan projects such as the new central library ($27 million), the Covent Gardens Farmer’'s Market ($17
million), major upgrade to the Forks of the Thames River ($4 million), upgrades to Victoria Park ($3 million) and
new downtown lighting ($1.2 million), as well as the City’s Main Street London ‘About Face’ program, also played
an important part in strengthening the City’s tourism industry.

The City of Cambridge anticipates that the new performing arts complex being built in the historic downtown will
generate extra visitor spending and additional tax revenue for the municipality.

Various industry and facility reports show that in recent years there has been a decline in attendance and
spending at sports and entertainment facilities in Ontario and elsewhere in North America. Lower
attendance/patrticipation rates and spending on food and beverage and souvenirs can be attributed to a
number of factors, including poor global economic conditions, changes in consumer preferences, the
growing choice of recreation and entertainment activities and lower volumes of tourists. The following are
examples of struggles reported within various municipal, industry and news releases:

. Global Spectrum, the operators of the Windsor Family Credit Union (WFCU) Centre, had
originally estimated the new facility would draw 71 non-OHL events in 2009. Mid-year they
revised their estimates to 39, but ended up in 2009 only holding 18 non-OHL events. Ice
and floor rental revenues were also $300,000 lower than anticipated. A report to council
suggested that the region’s economy and difficulty booking non-OHL events as reasons for
lower revenues. The 101-day city strike is thought to also have negatively impacted bookings
at the Centre. Of note, the Windsor arena has been particularly hard hit by the economic
downturn.

. Nustadia, the former partner and operator of the Sleeman Centre in Guelph, had expected
the new facility to attract 3,500 people per OHL game, but attendance was closer to 2,800
people in 2000/2001. The City of Guelph had originally anticipated that the new Sleeman
Centre would generate an additional $500,000 to $800,000 per year in taxes. Nustadia
defaulted on its loan and partnership agreement, leaving City of Guelph residents with nearly
$4 million in debt that had to be taken over by the municipality. Nustadia reported difficulties
in making payments due to the failure to generate anticipated restaurant and food court
revenue and lower-than-projected ticket sales from Guelph Storm hockey games.

. The City of Kingston anticipated a net operating income of $900,000 in 2008 for the K-Rock
Centre, whereas only $80,000 was achieved due to significantly lower ticket sales,
concession revenues and non-hockey events. The net operating income in 2009 was
reported to be closer to $600,000.

. The South Okanagan Events Centre (SOEC), owned by the City of Penticton in British
Columbia, incurred a deficit in 2009 of $1.6 million. The summer months were slower than
expected for indoor shows and concerts and the economic downturn has had an impact on
the entertainment industry.

. An economic impact assessment undertaken in 2005 estimated that a new sports and
entertainment centre in the Oshawa (i.e. the General Motors Centre) would host 44 non-
hockey events per year, resulting in spending of over $400,000 on food and beverages within
the facility and in the downtown. It appears that only 35 non-hockey events were held in
2010 and the facility has incurred an annual operating deficit every year since opening.

. In 2010 Copps Coliseum cancelled two shows given the lack of interest/ticket sales. The
facility operators suggest that even sold out shows can produce only small profits due to the
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tight margins (e.g. a sold-out U2 concert was one of the best and biggest shows held at the
Copps Coliseum but the HECFI made a profit of less than $25,000).

IBI Group anticipates that it would be difficult for a new multi-purpose sports and entertainment centre in the City
of Cambridge to attract and sell tickets for more than 20 entertainment events per year given the relatively small
local population and visitor base, the limited regional market on which to draw customers from, the number of

competing recreation and entertainment venues in proximity to Cambridge and the economic challenges
impacting the entertainment industry, described above.
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6. FINANCIAL FEASIBILITY ANALYSIS

Using industry standards (e.g. construction costs, franchise requirements, revenue sharing arrangements, etc.),
case study/best practice research, and professional experience, IBI Group established high level estimates of
the capital costs, operating costs and revenues for three facility options:

. A 6,000 seat multi-purpose sports and entertainment centre (Option 1);
. A 2,000 seat multi-use recreation complex (Option 2); and
. A 750 seat multi-use recreation complex (Option 3).

It should be stressed that the proformas prepared by IBI Group are based on high level order of magnitude cost
estimates and a number of funding and revenue assumptions which could be subject to change. A complete
business case and detailed costing analysis will need to be undertaken by the City of Cambridge and/or a
second party prior to selecting a preferred option.

The market demand analysis clearly illustrates that there is no business case for developing a new 6,000 seat
multi-use sports and entertainment centre in the City of Cambridge unless a key tenant is secured. Due to the
locational/territorial requirements of major sports franchises (i.e. a minimum distance separation/boundary of 80
km to 120 km), it is unlikely that a new high profile hockey or lacrosse team could locate in Cambridge.

For information purposes, IBI Group ran financial proformas which illustrated potential return on investment
(ROI) after 25-years. For the purposes of the assignment, it was assumed that a new 6,000 centre could attract
a major sports franchise as a key tenant — either through an existing team relocating to Cambridge or a new
team forming if territorial rights were waived. 1Bl Group also ran financial proformas for two smaller community-
based facility options (i.e. a 2,000 seat complex and a 750 seat complex) under the assumption they would have
a minor sports team as a key tenant. The assumptions used to generate estimates of annual revenues (e.g.
number of annual entertainment events, attendance at sports and non-sporting events, rental hours for prime
and non-prime time ice, concessions revenue, etc.) are somewhat conservative, but reflect the recent
experiences of facilities in Ontario, as well as the challenges Cambridge might face in attracting events and
patrons due to the number of competing sports and entertainment venues within reasonably close proximity.

The analysis clearly illustrates that the greater the City’s requirement to borrow money to finance the
construction, the less financially feasible the project will be. As described in the sections below, the City could
incur a significant annual net cost (i.e. deficit), depending on the project’s debt repayment and associated
interest. The use of public funds to subsidize sports and entertainment facilities, and whether or not the
associated economic benefits make up for operating deficits covered by government, has been widely debated

given that:
. Public funds could be used for alternative projects and initiatives to facilitate economic
development to attract new businesses and spending;
. On-going operations of the facility will create new direct, indirect and induced jobs. However,
the majority will be lower paying or part-time positions within the service industry; and
. New sports and entertainment centres do provide residents and visitors with new options, but

it does not necessarily result in increased spending. Often households have fixed budgets
for recreation and leisure and will simply adjust how and where they spend their money.

6.1 Option 1- 6,000 Seat Multi-Purpose Sports and Entertainment Centre

The following provides an overview of the methodology and assumptions used to generate estimates of the
capital costs, operating costs and revenues for a 6,000 seat multi-purpose sports and entertainment centre and
the return on investment (ROI) which could be expected under various funding scenarios. The cost estimates
outlined in the text below were subject to rounding. Full cost and revenue details, including revenue sharing
assumptions and a 25-year proforma which assumes a partnership scenario, are located in Appendix C.
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6.1.1 CAPITAL CONSTRUCTION COST ESTIMATES

A number of factors will heavily influence the cost of constructing a new multi-purpose sports and entertainment
centre, such as the quality of finishes, whether equipment will be rented or purchased and therefore is included
as part of the fixtures, furnishing and equipment (FF&E), interest rates, etc. The capital costs of centres recently
developed in Canada have ranged from approximately $8,100 to $13,600 per seat (excluding land). For
example, municipal reports and media coverage suggest:

Multi-Purpose Arena and Indoor Soccer/Field House,
Moose Jaw (to be completed in 2011)

e A 207,980 sq. ft. facility with a spectator ice arena, 8 sheets of
curling ice, a soccer/field-house, retractable bleachers, track,
concessions, lounges, souvenir shop, offices and meeting rooms.

e Total capital costs reported to be $61.3 million.

e An estimated $13,622 per seat (based 4,500 fixed seats to be
provided in the spectator arena).

Windsor Family Credit Union (WFCU) Centre (2008)

e A 302,000 sq. ft. facility with a spectator arena, 3 community ice
rinks, a community centre, reception hall, seniors centre, 5 food and
beverage concessions, retail and 1,800 free parking spaces.

e Total capital costs reported to be $71 million.

e An estimated $10,923 per seat (based on the 6,500 fixed seats
provided in the main rink).

K-Rock Centre, Kingston (2007)

e A 150,000 sq. ft. facility with a spectator arena, restaurant/bar (300
person capacity), concessions, banquet area (capacity of 1,000)
and the Kingston & District Sports Hall of Fame. LEED™ rated.

e Total capital costs reported to be $41.2 million.

e An estimated $8,707 per seat (based on the 4,734 fixed seats).

IBI Group estimates that it would cost approximately $56.0 million (2010 dollars) to construct a new 6,000 seat
centre in Cambridge. This estimate excludes the cost of land, and assumes costs of:

. $8,200 per seat within the main rink (which includes soft costs); and

. $190.00 per sq. ft. for the second rink plus soft costs equalling 20% of the capital costs.

Construction costs are normally reported by seating for the main spectator arena. Therefore, the capital cost for
the proposed 6,000 seat arena could alternatively be reported as $9,340 per seat.

6.1.2 REVENUE ESTIMATES

IBI Group assumed that the key tenant of a new centre would hold 36 team games per year, with an average
attendance of 4,300 per game. Given the low concession revenues other facilities in Ontario have generated
from OHL and AHL games, and the high proportion of non-drinking youth who attend games, IBI Group
assumed the following per capita, per game spending:

. $10.00 at the restaurant (assuming 270 customers);
. $2.50 on food and non-alcoholic beverages and $2.00 on beer; and
o $0.50 on novelties.
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IBI Group assumed that the new centre would hold a total of 17 entertainment events per year (i.e. 5 non-main
tenant sporting events, 9 concerts/family shows and 3 other community events) and that on average these
events would attract between 3,800 and 5,200 people. Concession spending was assumed to be slightly higher
for these entertainment events than it would be at regular team games.

In terms of facility rentals, it was assumed that most of the prime time hours for the main ice pad will be utilized
by the main tenant, and that the prime time hours at the second ice pad will be largely booked by community
groups and other users. A continued low demand for non-prime time at both pads was assumed. The rental of
ice for community purposes was estimated to draw 82,600 users (players and spectators) annually and that on
average $1.00 would be spent per visit by these users.

Case study research shows that naming rights for sports and entertainment centres have sold for between $1.2
million (e.g. Sleeman Centre) and $3.3 million (i.e. K-Rock Centre). A value of $1.5 million was assumed for this
study. Normally naming rights are paid over a ten-year period. However, for the purposes of this assignment,
annual payments were spread out over the ROI period (i.e. over 23 years, as payments would not be made
during the first two years of design/construction), and as such are somewhat conservative. The annual haming
right payments were wrapped into the revenue stream, as were advertising revenues.

In total, IBI Group estimates that the new centre could generate $2.4 million in revenues in year one of
operations and that this amount would escalate by 3% per year. Without a key tenant, IBI Group estimates that
annual revenues would be less than $1.6 million.

6.1.3 OPERATING COST ESTIMATES

IBI Group undertook a review of operating costs for the City of Cambridge’s existing arenas, annual reports for
sports and entertainment centres in other municipalities and industry standards in order to establish for a 6,000
seat centre. IBI Group estimates that together, the following operating expenses will total approximately $2.6
million in year one of operations; an annual escalation factor of 3% was also assumed:

o Salaries and staff benefits;

. Concession supplies;

. Marketing;

. Repairs/maintenance;

. Capital reserve contributions (assumed to be 0.5% of the total facility capital costs);
. Utilities;

. Insurance; and

. Other/miscellaneous.

If the City of Cambridge cannot raise all $56 million dollars to construct the facility through its municipal reserves,
development charge revenue, grants, fundraising, partnerships or other sources, it will need to borrow money.
Therefore, IBI Group also factored in annual debt repayments into the total operating costs, under the following
three hypothetical funding scenarios (also shown in Figure 14):

. Scenario A: 100% of the capital costs to be paid for by the City, with 70% (i.e. $39.5 million)
to be financed. With debt repayments of almost $3.3 million per year (net present value), the
total annual operating cost for the new centre would equal an estimated $5.9 million;

. Scenario B: 89% of the capital costs to be paid for by the City, with 60% (i.e. $33.5 million) to
be financed. With debt repayments of approximately $2.8 million per year (net present
value), the total operating costs for the new centre would equal an estimated $5.4 million; or

. Scenario C: 50% of the capital costs to be paid for by the City, with 21% (i.e. $11.5 million), to
be financed. With debt repayments of almost $1.0 million per year (net present value), the
total operating costs for the new centre would equal an estimated $3.6 million.
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The funding scenarios should be viewed as examples only. The proportion of the capital costs which can
be covered by development charges will depend on growth-related needs and the amount that the City
can allocate to a new facility, given that other park and recreational facilities will be required to serve new

residential growth. Additionally, there may be other opportunities for the municipality to reduce its

financing requirements (e.g. fundraising and donations).

6.1.4 RETURN ON INVESTMENT (ROI) ESTIMATES

As described above, IBI Group estimates that with regular team games and other entertainment events, a new
6,000 seat centre could generate revenues of approximately $2.4 million in year one. However, assuming the
City does need to finance a portion of the construction costs, the total operating costs (with debt repayment)

could range from almost $3.6 million to almost $5.9 million per year.

As shown in Figure 14, under the three hypothetical funding/financing scenarios, IBl Group estimates that over a
25-year period the centre could generate a loss of between $19 million and $47.5 million (net present value).
Should the City of Cambridge raise all $56 million dollars and avoid the need for debt financing, then over a 25-
year operating period IBI Group estimates the new 6,000 seat multi-purpose sports and entertainment centre
may generate a loss of only $7.3 million (net present value).

Figure 14. Estimates of Return on Investment for a 6,000 Seat Centre

Funding
Scenarios

Potential Sources of Development

Funding (i.e. $56.04 Million)

Estimates for Year 1 of Operations
Excluding Debt Financing

Revenues

Operating
Costs

Profit/Deficit

Estimates Including Debt
Financing

Year 1 of
Operations
Profit/Deficit

25-Year Facility
Return on
Investment
(NPV)

Municipal Reserves $12,500,000
Funded by the Development Charges  $4,000,000
A City (100%) Grants $0 $2,439,663 | -$2,587,742 | -$148,079 -$3,415,685 -$47,465,101
Partner Funding $0
Financing $39,540,000
Municipal Reserves $12,500,000
Funded by the |Dewelopment Charges  $4,000,000
B. City (89%) and |Grants $6,000,000 | $2,439,663| -$2,587,742 | -$148,079 | -$2,945,842 | -$41,684,449
Grants (11%)  |partner Funding $0
Financing $33,540,000
Municipal Reserves $12,500,000
anded by the Development Charges  $4,000,000
C. Cle (50%) and Grants $0 $2,439,663 | -$2,587,742 | -$148,079 -$1,100,098 -$18,975,554
Private Partner ’ ' ’ ' ' ’ '
(50%) Partner Funding $28,020,000
Financing $11,520,000

Key Assumptions:

- Capital cost for 6,000 seat rink assumed at $8,200 per seat (w hich includes soft costs)
- Capital cost for second ice pad assumed to be $190 per sq. ft. (plus 20% for soft costs)
- Total capital costs, excluding debt financing, estimated to be

- Operating cost estimates include capital reserve contributions
- Interest rate of 5.5% p.a. used, along w ith annual escalation rate of 3%
- Financing assumed to be over a 25-year period (2 years for construction and 23 years of operation)

- Estimates of costs and revenues for Year 1 of Operations based on 2010 estimates and a 3% annual escalation
- Both ice pads will operate year round
- Only the portion of the facility that is required to address grow th-related needs in the City w ould be eligible for development charge funding

$56,040,000

The case study research undertaken for this assignment illustrates that many municipalities have experienced

problems in recouping their operating costs for sports and entertainment centres due to defaults on
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loans/partnership agreements and payments for naming rights, the loss of key tenants, poor ticket sales and
concession revenues, in ability to attract major events, higher operating costs than originally anticipated and
financing debt. For example:

. The former operators of the General Motors Centre in Oshawa Maple Leaf Sports and
Entertainment, estimated a profit of $95,000, but a loss of over $500,000 occurred in 2007.
Current annual operating losses are suggested to be over $1 million, and this loss does not
include annual debt servicing of approximately $2 million;

. The K-Rock Centre has fallen short of its revenue expectations. The facility’s 2008 revenues
were $1.8 million and expenses were $1.7 million, thus resulting in a net operating income of
only $80,000. A profit of $900,000 had been anticipated. In 2009 the net income for the
facility was considerably higher ($594,372). Even so, the City’s original goals of covering its
debt repayments of $1.1 million per year through revenues could not be achieved.

6.2 Option 2 - 2,000 Seat Multi-Use Recreation Complex

The following provides an overview of the methodology and assumptions used to generate estimates of the
capital costs, operating costs and revenues for a 2,000 seat multi-use recreation complex, and the return on
investment (ROI) which could be expected under various funding scenarios. Full cost and revenue details, along
with a 25-year proforma which assumes a partnership scenario, are located in Appendix D.

6.2.1 CAPITAL CONSTRUCTION COST ESTIMATES

The capital costs of centres recently developed in Canada have ranged from an approximately $160 per sq. ft. to
over $200 per sq. ft. (excluding land). For example:

Amherstburg Recreation Complex (2010/2011)

e A 133,000 sq. ft. facility with two ice pads (600 seats and 200
seats), an indoor playing field, 2,900 sq. ft. multi-use community
room, 2,100 sq. ft. of expandable retail space, artificial grass and
regulation size soccer/CFL football field.

e Total capital costs estimated to be $24 million.

o An estimated cost of $180 per sq. ft.

Woolwich Memorial Centre (2008)

e 117,500 sq. ft. facility with two ice pads (1,300 seats in the main
pad), fithess centre, six-lane, 25-metre pool and leisure basin,
indoor track, multi-purpose rooms, seniors facility, public park,
playing fields and track.

e Total capital costs reported to be $22.5 million.

e An estimated cost of $191 per sq. ft.

IBI Group estimates that it would cost approximately $29.3 million (2010 dollars) to construct a new 2,000 seat,
125,000 sq. ft. complex in Cambridge. This estimate excludes the cost of land.

6.2.2 REVENUE ESTIMATES

IBI Group assumed that the key tenant (minor sports team) of a new complex would hold 32 team games per
year, with an average attendance of 500 per game and moderate concession spending (i.e. $2.50 per capita).
While there is a more limited market demand for mid-sized facilities, IBI Group did assume that the new complex
could attract a total of 6 entertainment events per year and that on average these events would attract 1,800
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people. Concession spending was assumed to be slightly higher for these entertainment events than it would be
at regular team games.

In terms of facility rentals, it was assumed that the prime time hours at both ice pads will be largely booked and a
low demand for non-prime time would continue. The rental of ice for community purposes was estimated to
draw 103,200 users (players and spectators) and annual pool usage was estimated at 80,000 people. It was
assumed that $0.50 per cap would be spent by ice users on concessions and $0.25 per cap would be spent by
pool users. Additional rentals for community rooms and other facility spaces were also included.

A value of $300,000, to be paid out over a period of 23 years, was allocated for facility naming rights, with
annual payments wrapped into the revenue stream. The sale of advertising space was also included in the
annual revenues.

In total, IBI Group estimates that the new complex could generate almost $1.6 million in revenue in year one of
operations and that this amount would escalate by 3% per year. The revenue estimates are based on historic
usage and revenue generation at City of Cambridge arenas and pools plus the assumption that a new multi-use
facility will result in 10% higher usage and spending.

6.2.3 OPERATING COST ESTIMATES

Referring to the operating budgets for the City of Cambridge’s existing arenas and pool facilities, 1Bl Group
generated estimates of annual operating costs for a 2,000 seat complex. It was assumed that historic expenses
will be reduced (e.g. by 3% to 10%) as a result efficiencies offered by a new building and new equipment, as
well as the consolidation of services.

IBI Group estimates that together, the following operating expenses will total almost $2.3 million in year one of
operations; an annual escalation factor of 3% was also assumed:

. Salaries and staff benefits;

. Programming materials, equipment and supplies;

. Concession supplies;

. Marketing;

. Repairs/maintenance;

. Capital reserve contributions (assumed to be 0.5% of the total facility capital costs);
o Utilities and insurance; and

o Other/miscellaneous.

The operating costs for a 2,000 seat complex are not expected to be much less than those estimated for a
considerably larger 6,000 seat facility, given the costs associated with the community programming component
to be provided for within the complex.

IBI Group also factored in annual debt repayments into the total operating costs, under two hypothetical funding
scenarios (shown below in Figure 15), and found that:

o Scenario A: 100% of the capital costs to be paid for by the City, with 43% (i.e. $12.8 million)
to be financed. With debt repayments of almost $1.1 million per year (net present value), the
total annual operating cost for the new centre would total an estimated $3.4 million; or

. Scenario B: 75% of the capital costs to bet paid for by the City, with 19% (i.e. $5.4 million) to
be financed. With debt repayments of approximately $0.5 million per year (net present
value), the total operating costs for the new centre would total an estimated $2.8 million.

As noted, the funding scenarios should be viewed as examples only.

April 27, 2011 Page 35



City of Cambridge Multi-Purpose Sports and Entertainment Feasibility Study
6.2.4 RETURN ON INVESTMENT (ROI) ESTIMATES

IBI Group estimates that a new 2,000 seat multi-use recreation complex could generate revenues of
approximately $1.6 million in year one. However, if the City does need to finance a portion of the
construction costs, the total operating costs (with debt repayment) could range from almost $2.8 million to
$3.4 million per year. As shown in Figure 15, under the two hypothetical funding/financing scenarios, IBI
Group estimates that over a 25-year period the 2,000 seat complex centre could generate a loss of
between $19.6 million and $27 million (net present value).

The City of Cambridge does not have a history of incurring debt. Should the City of Cambridge raise all
$29.3 million dollars and avoid the need for debt financing, then over a 25-year operating period 1Bl Group
estimates the new 2,000 seat complex may generate a loss of only $14.0 million (net present value).

Figure 15. Estimates of Return on Investment for a 2,000 Seat Complex

Estimates for Year 1 of Operations| Estimates Including Debt
' Potential Sources of Excluding Debt Financing Financing
Funding

Development Funding (i.e. $29.25

Scenarios Year 1 of 25-Year Facility

Million) Revenues O%;astt?g Profit/Deficit| Operations Return on
Profit/Deficit |Investment (NPV)
Municipal Reserves $12,500,000
Funded
Entirelv b Dewelopment Charges $4,000,000
A. th”e”ceitz 0]2’ Grants $0| $1,554,173 |-$2,252,473| -$698,300 | -$1,751,967 | -$26,999,841
Cambridge Partner Funding $0
Financing (debt senice)| $12,750,000
Funded by [Municipal Resenves $12,500,000
the City Dewelopment Charges $4,000,000
B. (75%) and Grants $0| $1,554,173 |-$2,252,473| -$698,300 | -$1,147,658 -$19,564,801
Partner Partner Funding $7,312,500
(25%) Financing (debt senice)| $5,437,500

Key Assumptions:

- 125,000 sq. ft. facility with a twin pad arena (Main Pad: 2,000 seats, Second Pad: 250 seats), indoor swimming pool and community rooms
- Capital cost of $195 per sq. ft. (plus 20% for soft costs)

- Total capital costs, excluding debt financing, estimated to be $29,250,000

- Operating cost estimates include capital reserve contributions

- Revenues and expenses are based on City of Cambridge 2010 Operating Budget and municipal case study research

- Interest rate used is 5.5% p.a. and annual escalation used is 3%

- Financing assumed to be over a 25-year period (2 years for construction and 23 years of operation)

- Estimates of costs and revenues for Year 1 of Operations based on 2010 estimates and a 3% annual escalation

- Only the portion of the facility that is required to address grow th-related needs in the City w ould be eligible for development charge funding

It is rare for municipal recreation facilities, particularly indoor swimming pools, to be profitable. However,
this level of net cost (i.e. deficit) may not be considered acceptable given the limited ability to fill the 2,000
seat venue with paying spectators. For such reasons, very few community arenas have more than 1,000
seats.

6.3 Option 3 — 750 Seat Multi-Use Recreation Complex

For the most part, the methodology and assumptions used to generate estimates of the capital costs, operating
costs and revenues for a 750 seat multi-use recreation complex were the same as those used for the 2,000 seat
option, described above. The differences applied to this smaller facility and the findings of the analysis are
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detailed below. Full cost and revenue details, including revenue sharing assumptions and a 25-year proforma
which assumes a partnership scenario, are located in Appendix E.

6.3.1 CAPITAL COST ESTIMATES

IBI Group estimates that it would cost approximately $24.6 million (2010 dollars) to construct a new 750 seat,
105,000 sq. ft. complex in Cambridge. This estimate excludes the cost of land.

6.3.2 REVENUE ESTIMATES

IBI Group estimates that a 750 seat complex would generate only slightly less revenue than a 2,000 seat option
(i.e. $1.5 million, as opposed $1.6 million in year one), given that the majority of revenues would be from facility
rentals and user fees and spectator events with audiences of 500 or so people. The smaller complex was
assumed to earn less in advertising and naming rights.

6.3.3 OPERATING COST ESTIMATES

IBI Group estimates facility operating expenses will total $2.2 million in year one of operations; an annual
escalation factor of 3% was also assumed. Minimal cost savings are anticipated for a facility option that has 750
seats versus 2,000 seats (i.e. an estimated savings of only $52,000 per year — due to a slight reduction in utility,
maintenance and repair expenses).

When annual debt repayment is factored into the total operating cost estimate, under two hypothetical funding
scenarios (shown below in Figure 16), the total operating costs are estimated to be as follows:

. Scenario A. 100% of capital costs to be paid for by the City, with 33% (i.e. $8.1 million) to be
financed. With debt repayments of almost $0.7 million per year (net present value), the total
annual operating cost for the new centre would total an estimated $2.9 million; or

. Scenario B. 70% of the capital costs to be paid for by the City, with only 3% ($0.8 million) to
be financed. With debt repayments of approximately $0.06 million per year (net present
value), the total operating costs for the new centre would total almost $2.3 million.

6.3.4 RETURN ON INVESTMENT (ROI) ESTIMATES

If the City does need to finance a portion of the construction costs, the total operating costs (with debt
repayment) could range from $2.3 to $2.9 million per year. As shown in Figure 16, under the two
hypothetical funding/financing scenarios, IBI Group estimates that over a 25-year period the 750 seat
complex centre could generate a loss of between $15.7 million and $22 million (net present value). While
a 750 seat centre is not anticipated to generate surplus revenue, the annual net cost for this option is
considerably lower than the net cost that is estimated for a 6,000 seat or 2,000 seat facility.

Should the City of Cambridge raise all $24.6 million dollars and avoid the need for debt financing, then

over a 25-year operating period IBI Group estimates the new 2,000 seat complex may generate a loss of
only $13.7 million (net present value).
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Figure 16. Estimates of Return on Investment for a 750 Seat Complex

Estimates for Year 1 of Operations
Excluding Debt Financing

Estimates Including Debt

Potential Sources of Financing

Development Funding (i.e. $24.57
Million)

Funding
Scenarios Year 1 of 25-Year Facility
Operations Return on

Profit/Deficit |Investment (NPV)

Operating
Costs

Revenues Profit/Deficit

Municipal Resenes $12,500,000
;2?;3 by |Pevelopment Charges $4,000,000

A e City of Grants $0| $1,502,873 |-$2,205,440| -$702,567 |-$1,369,476 | -$21,944,702
Cambridge Partner Funding $0
Financing (debt senice) $8,070,000
Funded by [Municipal Reseres $12,500,000
the City Dewelopment Charges $4,000,000

B. (70%) and Grants $0| $1,502,873 |-$2,205,440| -$702,567 | -$861,857 -$15,699,269
Partner Partner Funding $7,312,500
(30%) Financing (debt senice $757,500

Key Assumptions:

- 105,000 sq. ft. facility with a twin pad arena (Main Pad: 750 seats, Second Pad: 250 seats), indoor swimming pool and community rooms

- Capital cost of $195 per sq. ft. (plus 20% for soft costs)

- Total capital costs excluding debt financing, estimated to be  $24,570,000

- Operating cost estimates include capital reserve contributions

- Revenues and expenses are based on City of Cambridge 2010 Operating Budget and municipal case study research

- Interest rate used is 5.5% p.a. and annual escalation used is 3%

- Financing assumed to be over a 25-year period (2 years for construction and 23 years of operation)

- Estimates of costs and revenues for Year 1 of Operations based on 2010 estimates and a 3% annual escalation

- Only the portion of the facility that is required to address grow th-related needs in the City w ould be eligible for development charge funding

6.4  Summary of Findings

As shown in Figure 17, under the hypothetical funding scenarios and financing assumptions applied, none of the
three facility options will generate surplus revenue once debt repayment is factored in.

Figure 17. Summary of Financial Analysis and Comparison of Facility Options

Anticipated Return on Investment
(including debt financing)

Operating Cost Estimates
Capital Revenue (Year 1)

Cost Estimates Excluding Debt | Including Debt
Financing Financing

Facility

Type

Option 1. 6,000 . . . $3.6 million to -$1.1 millionto | -$19.0 million to
$56.0 million | $2.4 million $2.6 million - - -
Seat Centre $5.9 million -$3.4 million -$47.5 million
Option 2. 2,000 N N N $2.8 milionto | -$1.1 millionto | -$19.6 million to
$29.3 million | $1.6 million $2.3 million - - -
Seat Complex $3.4 million -$1.8 million -$27.0 million
Option 3. 750 . . . $2.3 million to -$0.9 millionto | -$15.7 million to
$24.6 million | $1.5 million $2.2 million - - -
Seat Complex $2.9 million -$1.4 million -$22.0 million
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The development and operation of a 750 seat multi-use recreation complex (i.e. Option 3, under Scenario B
which assumes 70% of the capital costs will be funded by the City and 30% will be funded by a partner) is the
most financially feasible. Under this option, the City is estimated to incur a deficit of approximately $862,000 in
year one and a deficit of $15.7 million over a 25 year period, providing it is able to finance the facility largely

through its municipal reserves, development charge revenue and grants and/or private partnership
contributions.®

If the City of Cambridge is able to obtain enough public and/or private sector funding to cover half of the
construction costs associated with a new 6,000 seat multi-purpose sports and entertainment complex (i.e.
Scenario C), a net cost (i.e. deficit) of approximately $1.1 million could be expected in year one and a net cost of
$19.0 million over a 25 year period. This however, assumes that the new facility has a main tenant which
generates revenues through ticket and concession sales.

% As per the Development Charge Act, only the growth-related portion of a new facility would be eligible for development charge funding.
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7. CONCLUSIONS AND RECOMMENDATIONS

The findings of the market and financial feasibility assessment illustrate that even if a main tenant can be
secured in the City of Cambridge there is currently not a business case for the development of a new 6,000 seat
multi-purpose sports and entertainment centre. It is unlikely a new team could establish in Cambridge due to the
territorial rights of existing franchises located in Kitchener, Guelph, Hamilton and Toronto. Furthermore, neither
the AHL, the NLL nor the City of Cambridge have been approached by an individual or a group of individuals
looking to invest in a new franchise in the City of Cambridge.

Given the significant annual and long-term deficit anticipated, the City would not be able to fully achieve its goal
of developing a facility that would contribute to the economic health and vitality of the City. Ultimately, whether
or not the City of Cambridge is able to pursue the development of a new centre is dependent on the availability
of funding and whether or not:

. The municipality is willing to tolerate a large annual deficit and subsidize recreation and
entertainment in the hope that the construction and operation of a new centre will result in
significant positive economic impacts to the City (e.g. increased resident and tourist
spending, new jobs, increased taxes, etc.); and

. Economic and market conditions change and revenues are significantly higher than what has
been estimated in this analysis (e.g. more events, higher spending on concessions, and
greater demand for advertising space).

Given the outcome of the financial analysis and the mandate of the City of Cambridge Master Plan for Parks,
Recreation and Open Space, there is a stronger business case for the development of a multi-use recreation
complex in the City of Cambridge, particularly a 750 seat option, in that:

. The complex would primarily accommodate the needs of minor and recreational user groups
and local residents;

. There is a higher tolerance for municipal funding (and annual deficits) for community-based
recreation facilities and services, as opposed to entertainment which normally is provided by
the private sector and paid entirely by users;

. A 750 seat complex would cost the municipality significantly less in terms of capital costs and
debt financing;

. The decommissioning of older facilities and the consolidation of facilities/activities into one
complex will likely result in operational savings; and

. A new complex could also be used to host some smaller spectator and entertainment events
which could generate some economic benefits to the community.

A new complex, with a twin pad arena and aquatic facilities, may not be required for several years given
the current high standard for ice and the life expectancy of the City’s existing facilities.

While the case study/best practice research provides important insight to the feasibility of developing a new
centre or complex in the City of Cambridge, the experiences of other municipalities and facilities have not been
assumed to be direct comparables for the City of Cambridge, given that:

. A number of factors will significantly influence the ultimate capital development costs of a new facility
(e.g. quality of finishes, whether equipment is rented or purchased, interest rates, etc.);

. A number of factors will heavily influence revenue generation at a facility (e.g. the type of
approach/agreement for revenue sharing between facility owner and franchise team, national and
global economic conditions impacting spending on sports and entertainment, local and regional
competition, etc.); and
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. Municipalities use different approaches to calculate and report operating costs and revenue for their
sports and entertainment facilities. Often the full scope of operating costs shown within the annual
reports/statements for individual facilities (e.g. costs such as debt financing, capital reserve payments,
management and insurance) may be reported as a corporate cost or under a larger departmental or
service category.

7.1 Locational Considerations

Without a business case for a new multi-purpose sports and entertainment centre or the current need for a multi-
use recreation complex, it is premature to undertake a detailed site investigation. However, the City can begin to
identify potential sites to accommodate a new facility, including properties currently owned by the municipality as
well as lands owned by the private sector and other public agencies.

As previously noted in Section 4.1, the Province’s Guidelines for Developing Public Recreation Facility
Standards suggests 15 to 20 acres (6.1 to 8.1 ha) are required for multi-use recreation complexes. A number of
multi-pad arenas and multi-use recreation complexes have recently been built in Ontario on sites ranging from
10 to 40 plus acres:

. North Wentworth Twin Pad Arena, Hamilton (2011/2012): 10 acres

. Woolwich Memorial Centre (2008): 10 acres

. County of Brant Twin Pad Arena, Paris (Spring 2011): 12 acres

. Gale Centre, Niagara Falls (2010): 17 acres

. Magna Centre Multi-Use Recreation Complex, Newmarket (2007): 54 acres (site includes the

historic Stickwood-Walker farmstead and other public open spaces)

The land area required for a multi-purpose sports and entertainment centre varies greatly and largely depends
on whether the facility provides on-site parking and/or ancillary amenities. The majority of recently built centres
in Ontario are located on relatively small sites within urban areas, for example:

. Essar Centre, Sault St. Marie (2007): 7 acres
. John Labatt Centre (2002): 5 acres
. General Motors Centre, Oshawa (2006): 5 acres
. Sleeman Centre, Guelph (2000): 3 acres
. K-Rock Centre (2007): 3 acres
Those multi-purpose sports and entertainment facilities which have been built on greenfield sites outside of the

40 acres plus in less urban locations (e.g. Hershey Centre 50 acres and the Windsor Family Credit Union which
is located on approximately 40 acres and provides 1,800 free on-site parking spots).

There are benefits of locating a multi-purpose sports and entertainment centre within downtown areas, such as:

o Urban revitalization;

. Greater potential for economic impacts (e.g. spending before and after games/events);

. Availability of public transit; and

. Reduced requirement (depending on zoning provisions)/cost of providing on-site parking.

There are also benefits of locating a new centre on a greenfield site in a less urbanized area:

. Visibility from major highways;
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. Greater land availability — and opportunities to accommodate ancillary/complementary
facilities (e.g. sports fields) on-site; and

. Convenience of on-site parking.

Finding a site within downtown Cambridge may be challenging given the small parcel fabric of privately
owned lands (i.e. requirement for land assembly) and the size of municipally-owned lands. For example,
the City’s largest parking lot G11 is only 1.8 acres, as shown in Figure 18.

Figure 18. Municipal Parking Lots in Downtown Cambridge (Galt)

7.2 Next Steps

The feasibility study found that there is not currently a business case for a 6,000 seat multi-purpose sports and
entertainment centre in the City of Cambridge. It is unlikely there will be a business case for a new centre in the
short to medium-term (e.g. next five to ten years). However, following the receipt and review of this feasibility
study, I1BI Group recommends that the City of Cambridge and the Cambridge Community Services Master Plan
Update Committee continue to:

. Investigate opportunities to accommodate a new major sports franchise in the City of Cambridge,
and identify an interested investor/owner;
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Investigate opportunities to attract a partner to share the capital costs/development risks (e.g.

private investor or sports group);

Monitor future opportunities to access federal and provincial funding for the development of a

major centre or a community complex;

Monitor the economic impacts of the new performing arts centre (i.e. expected to draw
80,000 visitors a year, revenues of $1.7 million in year 1 and $3.5 million by year 5 and extra

visitor spending of $7 million by year 5);

Monitor the revenues and overall financial performance of other sports and entertainment
centres and the impact they are having on the local economy; and

Monitor community need and market demand, as
well as tax payer support, for the development of
either a new multi-purpose sport and entertainment
centre or a smaller community complex. Some
municipalities have held referendums prior to
investing in a new facility. Many municipalities
have struggled with negative press and criticism
from local residents regarding decisions to use
public funding for sports and entertainment
purposes and overly optimistic estimates of
positive economic impacts.

Findings from a 2002 Telephone Survey
Undertaken in Cambridge

For residents of Cambridge:

* The most important services delivered by the
municipality include: access to parks, trails,
open space, swimming opportunities and youth
playing fields.

« Of lesser importance is access to art/cultural
programs and adult ice and field sports.

< Recreation programs should be given priority
over the rental of facilities for private use.

It is important to note that the findings of this feasibility analysis are not intended to suggest that the City of
Cambridge should not continue to plan for the refurbishment or replacement of its aging ice facilities in order to
meet user expectations. The City of Cambridge is committed to continuing to explore the best approach to
accommodating the ice requirements of its citizens (e.g. new multi-pad arena(s) or a multi-use facility).
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APPENDIX A

EXAMPLES OF RECENTLY DEVELOPED MULTI-USE RECREATION
COMPLEXES (I.E. ‘COMPLEXES’)
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APPENDIX B

EXAMPLES OF RECENTLY DEVELOPED MULTI-PURPOSE SPORTS AND
ENTERTAINMENT CENTRES (l.E. ‘CENTRES’)
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APPENDIX C

FINANCIAL FEASIBILITY ANALYSIS FOR OPTION 1 - 6,000 SEAT MULTI-
PURPOSE SPORTS AND ENTERTAINMENT CENTRE
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APPENDIX D

FINANCIAL FEASIBILITY ANALYSIS FOR OPTION 2 — 2,000 SEAT MULTI-USE
RECREATION COMPLEX
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APPENDIX E

FINANCIAL FEASIBILITY ANALYSIS FOR OPTION 3 — 750 SEAT MULTI-USE
RECREATION COMPLEX
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