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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
MAJOR ASSUMPTIONS

General:

1.

The arena wili have approximately 6,500 fixed seats with capability for 1,500 on the floor.

Verizon Wireless Arena (Manchester, NH), Van Andel Arena (Grand Rapids, MI}, Gwinnett Center (Duluth, GA} and

The event and attendance assumptions are based upon the SMG's industry experience, results at simitar facilities, and SMG's

The proforma does not include any events related to Montgomery College which may be part of the development deal.

The proforma does not include revenues related fo any retait space which may be included in the design.

Net rental income is based wpon industry standards, SMG's experience in similar markets/facilities.

Food & Beverage is assumed to be managed in-house by SMG. Gross sales are estimated at approximately

$2.5M, with the operation yielding a 41% netincome to the facility prior to any sharing with tenants.

Merchandise is assumed to be handled in-house and the net profit margin is asswmed to be 10-15% based upon industry

There are assumead to be atfeast 2,667 revenue generating parking spaces a\}ailable to the operations of the Arena. Itis

Ticketing Incentives are assumed to vary by event per confract based upon the type of event
and ticket price. This also includes facility income from will-call orders, mail orders and ‘at-home'

printing. Itis assumed that any fees generated from tenant events woutd be retained by the tenant.

Facility fees are assumed to be $2.00 per ticket with the exception of famify shows and collegiate events. Fees are assumed to

Suite leases are assumed to include tickets to all tenant events, with the ability to purchase additional standing-
room tickets. These tickets are assumed to be off the ticketing vendor manifest and the revenue from these
fickets will be retained by the Arena. Suite leases are also assumed to include parking, the value of which is deducted

Club Seats are assumed to yield a minimum $500 per seat premium to the facility regardless of whether or not the

[

Adverlising sales are assumed 1o be handled in-house by SMG staff. The income assumed in this proforma

2.  Tofal square footage of appriximately 200,000 s .f.
3.  The following premium seating elements will include:
25 Executive Suites with 12 seats each
500 Club Seats with VIP Club Lounge
24 loge boxes with 4 seat each
4,  The facilities used for comparison purposes are;
Wachovia Arena (\Wilkes-Barre, PA).
5.
knowledge and refationships in the local marketplace.
6.
7.
Revenue:
1.
2.
3.
averages.
4.
assumed that there will be parking available for premium seating patrons.
5,
6.
split with concer promoters to entice events into the facility.
7. Luxury seating sales are assumed to be handled in-house.
from the suite premium.
purchase of a Club Seat includes tickets to tenant or other events.
8.
is based upon SMG's experiece in similar facilities and markets.
9.

Naming Rights is based upon the most recent deals in the most comparable markets:

Market
Tulsa, OK
Oklahoma City, OK
Omaha, NE
Des Moines, |A
Albany, NY
Bakersfield, CA
Manchester, NH
Wilkes-Barre, PA
Bossier City, AR
Reading, PA
Wichita, KS

Sponsor $
Bank of Kentucky $11,000,000
Ford Cealers $8,100,000
Qwest Communications $14,000,000
Wells Fargo $11,500,000
Times Union (Hearst Co.) $3,500,000
Rabobank $2,500,000
Verizon Wireless $4,125,000
Wachovia Bank . $2,300,000
CenturyTel $5,000,000
Sovereign Bank $3,000,000
INTRUST Bank $8,750,000
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Avg$

$550,000
$540,000
$933,333
$575,000
$350,000
$250,000
$275,000
$230,000
$500,000
$200,000
$350,000

# Seats
18,000
18,000
17,000
17,000
17,500
10,000
12,000

9,000
18,000
8,000
12,000
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
MAJOR ASSUMPTIONS

Expenses:

1

All operating expenses are based upon SMG's experience in similar facilities and assumes meost services
will be handled on an in-house basis or sub-contracted by SMG.

Liability Insurance expenses are based on SMG's industry clout and leverages policy rates.

Utilities are assumed at $800,000 based upon SMG's expereince in similar markets and venues. This should be examined
as the venue draws closer to designfeonsiruction, as well as ence a further understanding of how the arena will be monitored ke
gained. As a result, this figure could change significantly.

Managent Feas/Profit split amount is a placeholder and is subject fo change based upon the final terms of the
management agreement.

This proforma does net include:
Cperator Fees/Profit Split
Property Insurance
Property Taxes
Debt Service
Rent/Lease Paymenis to Montgomery Gollege or the County.
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Attach B

SMG .
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

LEAD INCOME STATEMENT

) | YEAR1 || VYEAR2 |] YEAR3 || YEAR4 || YEARS |
Total # of Events . 123 125 128 128 128
Total Annual Attendance 423,500 424 450 425,750 425,750 425,750

Event Income

. Net Rental Income $653,500 677,530 $703,009 $729,705 $757,717
Ancillary Income
Food & Beverage $797,389 $83%.411 $B87,400 $922,585 $959,489
Novelty 63,825 82,758 86,068 89,511 93,091
Parking 400,200 416,208 432,856 450,171 468177
Total Ancillary $1,261,414 $1,338,377 $1,406,324 $1,462,267 $1,520,758
Other Event Related Income .
Ticket Incentives $335,938 $349,603 ' $362,028 $371,693 $384,889
Facility Fees 366,000 366,000 366,000 366,000 356,000
Luxury Suite Ticket Sales 98,900 102,856 106,970 111,248 115,699
Total Other Event Related ‘ $800,838 $818,459 $834,998 $848,942 $866,588
Total Event Income $2,7115,752 $2,834,366 $2,944,332 $3,040,914 $3,145,062
Other Operating Income 2,536,180 2,608,254 2,682,811 2,758,936 2,839,720
Adjusted Gross Income $5,251,932 $5,442,61 $5,627,142 $5,800,850 $5,984,783
Operating Expenses
“Labor Costs $1,779,924 $1,833,322 $1,888,321 $1,944,971 $2,003,320
General & Administrative 278,500 285,463 262,509 299,914 307,412
Operations 434,000 487,975 542,049 555,601 569,491
Ulilities 700,000 728,000 757.120 787,405 818,901
Insurance 102,609 105,798 109,274 109,592 108,920
Total Indirect Expenses $3,294,933 $3,440,558 $3,589,363 $3,697,482 $3,809,043
Net Operating Income/({Loss) $1,956,998 $2,002,063 ) $2,037,779 $2,103,368 $2,175,739

{before mgt fees, property laxes, properly insurance, lease payments or debt service)
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
OTHER OPERATING INCOME

[ YEART ) [ vearz | [ Years | [ Veard | [ VEARS |

Advettising & Sponsorship Income

Advenrtising 650,000 676,000 703,040 731,162 760,408

Naming Rights 400,000 - 400,000 400,000 400,000 400,000
Premium Seating Income .

Luxury Suite Premiums 767,280 790,298 314,007 838,428 863,580

Loge Box Premiums 370,000 381,100 392,533 404,309 416,438

Club Seat Premiums 200,000 206,000 212,180 218,545 225,102

Suite Ticket Sales 98,900 102,856 106,970 111,249 115,699
Other Miscellaneous .

Interest Income ] . 25,000 26,000 27,040 28,122 29,246

Other Miscellaneous 25,000 26,000 27,040 28,122 29,246

Total $2,536,180 $2,608,254 $2,682,311 $2,759,936 $2,839,720
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

GROSS REVENUES

Ticket Sales

Rental Incomé

Food & Beverage
Novelty

Parking

Advertising

Naming Rights

Luxury Suite Premiums

Club Seat Premiums
TOTAL

Attach B

YEAR 1

YEAR 2

] ][ YEAR3 | [ YEAR4 |[ YEARS |
$9,200,000 $9,476,000 $9,760,280 $10,053,088 $10,354,681
1,307,000 1,355,060 1,406,018 1,459,410 1,515,434
2,455,350 2,578,264 2,716,547 2,824,451 2,937,429
688,000 715,520 744,141 773,906 804,863
500,250 520,260 541,070 562,713 585,222
650,000 676,000 703,040 731,162 760,408
400,000 400,000 400,000 400,000 400,000
1,150,000 1,184,500 1,220,035 1,256,636 1,294,335
$200,000 $206,000 $212,180 218,545 $225,102
$16,550,600 $17,111,604 $17,703,311 $18,279,912 $18,877,474
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

SECTION B
EVENT SUMMARIES
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SMG

MONTGOMERY COUNTY ARENA
PROFORMA OPERATING STATEMENT
5 YEAR EVENT SUMMARY SCHEDULE

YEAR1 YEAR 2 YEAR 3
# Events Total Attd. # Events Total Attd. Avg, Attd # Events Total Attd. Avg, Attd
Indoor Lacrosse B 36,000 4,500 8 36,000 4,500 8 36,000 4,500
ECHL Hockey 36 144,000 4,000 36 144,000 4,000 36 144,000 4,000
Family Shows 20 70,000 3,500 20 70,000 3,500 20 70,000 3,500
Arena Football 2 B 28,000 3,500 3 28,000 3,500 8 28,000 3,500
Concerts 18 90,000 5,000 18 90,000 5,000 18 90,000 5,000
Religious / Conventions 3 9,000 3,000 3 9,000 3,000 3a 9,000 3,000
Graduations f Civie 5 17,600 3,500 5 17,500 3,500 5 17,500 3,500
Professional Wrestling 1 5,000 5,000 1 5,000 5,000 1 5,000 5,000
Other Sporting Events 2 12,000 6,000 2 12,000 8,000 2 12,000 6,000
Motorsports 2 8,000 4,000 2 8,000 4,000 2 8,000 4,000
Banquets / Meetings / Parties 20 4,000 200 22 4,950 225 25 6,250 250 |
TOTALS 123 423,500 3,443 125 424,450 3,396 128 425,750 3,326
YEAR 4 YEAR 5
# Events Total Attd. Avg, Attd # Events Total Attd. Avg, Attd
Indoor Lacrosse 8 36,000 4,500 B 36,000 4,500
ECHL Hockey 36 144,000 4,000 36 144,000 4,000
Family Shows 20 70,000 3,500 20 70,000 3,500
Arena Football 2 3 28,000 3,500 8 28,000 3,500
Concerts 18 90,000 5,000 18 50,000 5,000
Religious / Conventions 3 9,000 3,000 3 9,000 3,000
Graduations / Civic 5 17,500 3,500 5 17,500 3,500
Professional Wrestling 1 5,000 5,000 1 5,000 5,000
Other Sporting Events 2 12,000 6,000 b4 12,000 6,000
Motorsparts 2 8,000 4,000 2 - 8,000 4,000
Banguels / Meetings / Parties 25 6,250 250 25 6,250 250
TOTALS 128 425,750 3,326 128 425,750 3,326
| Year1 Year 2 Year 3 Year 4 Year 5
Indoor Lacrosse 8 8 8 8 B
ECHL Hockey 36 36 36 36 36
Family Shows 20 20 20 20 20
Arena Football 2 8 8 8 8 B
Concerls 18 18 18 18 18
Religious  Conventions 3 3 3 3 3
Graduations f Civic § 5 5 5 5
Professional Wrestling 1 1 1 1 1
Other Sporting Events 2 2 2 2 2
Motorsports 2 2 2 2 2
Banquels / Meelings / Parties 20 22 25 25 25
TOTALS 123 125 128 128 128

B-9
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INDIRECT EXPENSE SUMMARY
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SMG
MONTGOMERY COUNTY ARENA
PROFORMA OPERATING STATEMENT
INDIRECT EXPENSE SUMMARY
[ YEART YEAR 2 YEAR 3 YEAR 4 YEARS5 |
Labor Costs
Salaries $1,311,480 $1,350,824 $1,391,349 $1,433,090 $1,476,082
Taxes & Benefits - 393,444 405,247 417,405 429,927 442,825
Part-Time Labor 75,000 77,250 79,568 81,955 84,413
Total Labor $1,779,924 $1,833,322 $1,888,321 $1,944,971 $2,003,320
General & Administrative
Advertising/Website/PR $75,000 $76,875 $78,797 $80,767 $82,786
Professional Fees (legal & audit) - 20,000 20,500 _ 21,013 21,538 22,076
Bank & Credit Card Charges 5,000 5,125 5,253 5,384 5,519
Telephone/Cable - 47,500 48,688 49,905 51,152 52431
Computer/Data Processing 40,000 41,000 42,025 43,076 44,153
Office Supplies 12,000 12,300 12,608 12,923 13,246
Postage 10,000 10,250 10,506 10,769 11,038
Printing & Photography 20,000 20,500 21,013 21,538 22,076
Uniforms 7,500 7,688 7,880 8,077 8,279
Meetings & Conventions 15,000 15,375 15,759 16,153 16,557
Travel & Enterfainment 12,000 12,300 12,608 12,923 13,246
Dues & Subs 5,000 5,125 5,253 5,384 5,519
Employee Training 2,500 2,563 2,627 2,692 2,760
Licenses & Permits 2,000 2,050 2,101 2,154 2,208
Miscellaneous 5,000 5,125 5,253 5,384 5,519
Total General & Administrative $278,500 $285,463 $292,599 $299,914 $307,412
Operaticns .
Operations/Janitorial Supplies 200,000 225,000 250,000 256,250 262,656
Contracted Services/Sve. Agreements 110,000 112,750 115,569 118,458 121,419
General Repairs & Maintenance 75,000 100,000 125,000 128,125 131,328
Exterminating 1,500 1,538 - 1,576 1,615 1,656
Landscaping 5,000 5,125 5,253 5,384 5519
Snow Removal ; 8,000 6,150 6,304 6,461 6,623
Trash Removal 30,000 30,750 . 31,519 32,307 33,114
Equipment Rental 1,500 1,538 1,576 1,615 1,656
Miscellaneous 5,000 5,125 5,253 5,384 5,519
Total Operations $434,000 $487,975 $542,049 $555,601 $569,491
Utilities
Electricity 575,000 598,000 621,920 646,797 672,669
Heating Fuel 100,000 104,000 108,160 - 112,486 116,986
Water & Sewage 25,000 28,000 27,040 28,122 29,246
Total Utilities $700,000 $728,000 $757,120 $787,405 $818,901
Insurance
see supporting schedule $102,509 $105,798 $109,274 $109,592 $109,920
Total Indirect Expenses $3,294,933 $3,440,558 $3,589,363 $3,697,482 $3,809,043
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SMG )

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
LUXURY SUITES REVENUES

i YEAR® | [ YEarRz | [ YEars | [ YEaRa | [ VvEARS |
# Suites : 25 25 25 25 25
Less: Sponsors, Owner, etc. (2) (2} (2) (2) {2)
Total Suites Avallable for Sale 23 : 23 23 23 23
Number of Suites Sold 23 23 23 23 23
% of Suites Saold 100% 100% 100% : 100% 100%
Average Annual Premium per Suite $50,000 $51,500 $53,045 $54,636 $56,275
Parking Passes Per Suite 4 4 4 4 4
Cost per Parking Pass ’ $5.00 $5.15 $5.30 $5.46 $5.63
Average Number of Seats Per Suite 12 12 12 12 12
Cost Per Ticket per Game ) $25.00 $25.75 $26.52 $27.32 $28.14
Total Number of Tenant Games 52 52 52 52 52
Annual Lease Price $50,000 $51,600 - $53,045 $54,636 $56,275
Less: Annual Tickets to Tenant Events ($15,600) ($16,068) {$16,550) ($17,047) ($17,558)
Less: Annual Cost of Parking Passes {$1,040) {$1,071) {$1,103) ($1,136) ($1.171)
Annual Premium Per Suite $33,360 $34,361 $35,392 - $36,453 $37,547
# Suites Sold : 23 23 23 23 23
TOTAL ANNUAL SUITE PREMIUMS $767,280 $790,298 $814,007 $6838,428 $863,580
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SMG ,
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

CLUB SEAT REVENUES

[YEART ] [ Yearz | [ Year3 | [ ¥Year4 | [ YEARS |
Total Seats Available for Sale 500 500 500 500 500
Number of Seats Scld ' 400 400 400 400 400
% of Suites Scld 80% 80% 80% 80% 80%
Average Annual Premium per Seat $500 5515 5530 $546 $563
Parking Passes Per Seat 0.00 0.00 0.00 0.00 0.00
Cost per Parking Pass $5.00 $5.15 $5.30 $5.46 $5.63
Cost Per Ticket per Game $0.00 $0.00 $0.00 $0.00 $0.00
Total Number of Tenant Games 1] 0 1] o] 0 )
Annual Lease Price $500 $515 $530 $546 $563
Less: Annual Tickels to Tenant Events 30 %0 $0 30 $0
Less: Annual Cost of Parking Passes 30 $0 $0 $0 $0
Annual Premium Per Seat $500 $515 $530 . $546 $563
# Seats Sold 400 400 400 400 400
TOTAL ANNUAL CLIB SEAT PREMIUMS $200,000 $206,000 $212,180 $218,545 $225,102
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MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
LOGE BOX REVENUES

# Loge Boxes
Less: Sponsors, Owner, etc.

Total Loge Boxes Available for Sale
Number of Loge Boxes Sold

% of Loge Boxes Sold

Average Annual Premium per Loge Box

Parking Passes Per Loge Box
Cost per Parking Pass

Average Number of Seals Per Loge Box
Cost Per Ticket per Game
Total Number of Tenant Games

Annual Lease Price

Less: Annual Tickets to Tenant Events
Less: Annual Cost of Parking Passes
Annual Pramium Per Loge Box

# Loge Boxes Sold

TOTAL ANNUAL LOGE BOX PREMIUMS

[[YEART | [ vearz | [ vears | [ YEARS

] [ YEARS |
4

24 24 24 2 24
(2 2 (2} (2 (2
22 22 22 22 22
20 20 20 20 20°
91% 91% 91% 91% 91%
$25,000 $25,750 $26,523 $27,318 $28,138
1 1 1 1° 1
$5.00 $5.15 $5.30 $5.46 $5.63
4 4 4 4 4
$30.00 $30.90 $31.83 $32.78 $33.77
52 52 52 52 52
$25,000 $25,750 $26,523 527,318 $28,138
(56,240) (86,427) ($8,620) (36,819) (57,023)
($260) ($268) ($276) ($284) ($293)
$18,500 $19,055 $19,627 $20,215 $20,822
20 20 20 20 20
$370,000 $381,100 $392,533 $404,309 $416,438
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MONTGOMERY COUNTY ARENA

OPERATING PROFORMA STATEMENT

LUXURY SUITE TICKET SALES CALCULATION

# of Non-Tenant Events

Per Event

Total Number of Suites
Tickets Available per Suite
Tickets Available for Sale

% of Tickets Sold
# of Tickets Sold

Total Annual Tickels Sold
Average Ticket Price

TOTAL SUITE TICKET SALES

23

92

[ YEART | [ YEAR2z | [ YEARS |[ YEAR4 | [ YEARS |

43 43 43 43 43

23 23 23 23 23

4 4 4 4 4

92 92 92 92 92

50% 50% 50% 50% 50%

45 48 46 45 46
1,978 1,978 1,978 1,878 1,978
$50.00 §52.00 $54.08  / $56.24 $58.49
$98,900 $102,856 $111,249 $115,699

$106,970
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

INSURANCE CALCULATION
| Year1 | | YEAR2 | |_YeEARS | L_YEAR4 ] YEAR §

Attendance 423,500 424,450 425,750 425750 425,750
General Liability 0172 $72,842 0477 $75,196 01825 $77,689 0.1879 $77,689 0.1936 $77,689
Excess Liability 27% 19,667 20,303 20,976 20,876 20,976
Auto $2,500 $2,575 $2,652 $2,732 52,814
Personal Property 6,000 6,180 $6,365 $6,556 $6,753
Crime 1,500 1,545 $1,591 $1,639 $1,688
Insurance Total T $102,508 $105,793 $109,274 $109,592 $109,920
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MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

SECTION E
SALARIES & RELATED EXPENSES
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MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
SALARIES & RELATED EXPENSES

Executive

Finance

Sales & Marketing

Box Office

Event Management

Operations

Part-Time Wages

Title

General Manager
Executive Asst/HR Coor.
Receptionist

Subtotal

Director of Finance
Accounting Manager
Accounting Clerk
Subtotal

Director of Sales & Marketing
Group Sales Marketing Mgr.
Marketing Coordinator
Subtotal

Box Office Manager
Assistant Box Office Mar.
Box Office Supervisor
Subtotal

Event Coordinator
Premium Seating Manager
Security Manager
Security Guard

Subtotal

Director of Operations
Operations Manager
Operations Supervisor
Chief Engineer
Operations Workers
Janitorial Workers

lce Technician
Subtotal

Total All Departments

Attach B

YEAR 1
Payroll
Burden
FTE Compensation 30% TOTAL

1 130,000 39,000 169,000
i 40,000 12,000 52,000
1 30,000 9,000 39,000
3 200,000 60,000 260,000
1 77,000 23,100 100,100
1 42,500 12,750 55,250
1 32,500 9,750 42,250
3 152,000 45,600 187,600
1 77,000 23,100 100,100
1 35,000 10,500 45,500
1 30,000 8,000 38,000
3 142,000 42,600 184,600
1 45,000 13,500 58,500
1 35,000 10,500 45,500
1 30,000 9,000 33,000
3 110,000 33,000 143,000
1 35,000 10,500 45,500
1 40,000 12,000 52,000
1 47,000 14,100 61,100
5 130,000 38,000 168,000
B 252,000 75,600 327,600
1 ‘77,000 23,100 100,100
1 50,000 15,000 65,000
1 45,000 13,500 58,500
1 70,000 21,000 91,000
4 124,800 37,440 162,240
2 43,680 13,104 56,784
1 45,000 13,500 58,500
11 455,480 136,644 592,124
- 75,000

31 1,311,480 393,444 1,779,924
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BRAILSFORD & DUNLAVEY
1140 Connecticut Avenue, NW, Suite 400
Washington, DC 20036

Tel: 202-289-4455

Fax; 202-289-6461

MEMO

Date; Qctober 15, 2007

To: ‘ Tiara Robertson, Maryland Stadium Authority
Jim Swords, HOK

From: Jason Thompson, Brailsford & Dunlavey

e

RE: Multi-Purpose Indoor Arena Financial Analysis.

Please find attached B&D's operating analysis for the three concept programs defined by HOK. The
document includes a brief narrative, copies of the financial model for each of the three scenarios, and
a copy of the ticket surcharge memo previously issued by B&D. These materials will be eventually
melded into the market analysis and be part of a singular deliverable representing all of B&D's work
on the project. ‘

. Please consider this a draft that can be quickly refined or expanded as per the Client's request. The
previously distributed memo is included to provide some basis for a discussion of the quantification of
admission tax revenues and potential ticket surcharge revenues. We are prepared to add this
analysis and do so in shert-order. Nonetheless, some consensus needs to be developed within the
working team of the specific assumptions to be included.

Please feel free o contact me directly with questions or comments.

Jason Thompson, 202-266-3407.

Page 1of 1
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MONTGOMERY COUNTY, MD
Multi-ourpose Indoor Arena Feasibility Study

3.0 Financial Analysis

The financial analysis portion of the feasihility study is intended to quantify the
revenue generated by the proposed multi-purpose indoor arena and to measure
the capacity of those revenue streams to meet the facility's operating
- requirements and any potential debt service obligations. With this purpose in
mind, the analysis applies the findings and resultant projections of the previously
completed market analysis fo estimate the likely revenue streams and the
associated operating costs. '

Key to this analysis is the comprehensive financial model developed by B&D. The
tool allows for the thorough understanding of all the financial implications
associated with a facility investment by integrating the building program, financing
assumptions, development costs, lease assumptions, event schedule, revenue
calculations, and operating expense calculations into an all-inclusive model. All of
these elements and the underlying calculations are dependent on a consistent set
of assumptions that are linked such that any change in assumptions automatically
triggers an adjustment to all of the affected financial elements. The model
enables any and all changes to the project to be quickly analyzed on a specific
and project-wide basis while maintaining the internal balance of the model.

The operating assumptions utilized in the models are based, where appropriate,
on the market analysis portion of this study, comparisons to similar projects, the
use of industry standards, and B&D’s indusiry expertise. In every case,
assumptions have been utilized throughout the analysis to allow the client to
proceed through design and construction with the knowledge that detail-related
decisions can be made within the established financial parameters without
compramising the project scope or quality. A more detailed description of the
specific assumptions is included in the following text and a full version of the
financial model is attached to this report.

Due to the volatility of the industry and circumstances outside of the author's

control, projected results may vary significantly from the actual project's

Q Brailsford & Dunlavey : Page 1
B-26

Attach B



MONTGOMERY COUNTY, MD
Multi-purpose Indoor Arena Feqsibility Study

performance. Therefore, B&D cannot ensure that the results highlighted in this
report will portray the actual performance of the proposed development project;
however, to identify the range of risks inherent in the proposed project, the model
aliows for testing of multiple performance scenarios to test the project concept
under a variety of economic conditions.

3.1 Project Concepts

Based upon the market analysis and discussions with the client group, HOK
Sport defined a series of outline building programs that generally define the
project concept. While this was not an architectural exercise, it is nonetheless
useful in defining the general parameters for the building and providing a basis
for estimating the preliminary project budget and projecting operating costs.
The outline program is simply that — an outline of the building concept that will
be refined and adjusted as the project progresses into the design and
engineering phases.

Three outline concept programs were developed by HOK that generally provide

for buildings with seating capacities of 6,000, 8,000, and 10,000 in a hockey

configuration. The premium seating inventory remains constant in all three
programs with the only variables being the fixed seating capacity and the
associated back-of-the house spaces. These three programs are
independently modeled and represent the three scenarios evaluated by B&D.
-Below is a summary of the programs:

6,000 Seats 8,000 Seats 10,000 Seats

Luxury Suites 25 25 25
Club Seats 600 600 600
Loge Seats 96 96 96
Seating Gapacity 6,128 8,066 10,004
Net Square Footage 179,887 205,617 233,737
Gross Square Footage 197,875 226,178 257,110

In every scenario the facility is assumed to have a primary hockey tenant of the
ECHL or CHL league and a secondary sports tenant playing in the NBDL. The
secondary tenant may be an af2 franchise, but for the purposes of this study
the secondary tenant is assumed to be an NBDL franchise.

3.2 Revenue Assumptions

Q Brailsford & Dunlavey | Page 2
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Revenues generated by a facility of this type will include rental fees collected by
the owner of the facility from tenants, arena event promoters, and other building
users and income streams from the operation of the facility. The latter streams
include premium seating leases, concessions sales, gate receipts, advertising,
and equipment rentals and are in most cases split between the building user or
promoter and the owner according to a revenue sharing formula. Beyond direct
operating revenues, the building should be able to generate supplementary
revenue through the sale of naming rights and sponsorships.

The majority of these revenue streams correlate directly with the number of events
and the total spectators / users that enter the facility. Although these numbers

can fluctuate heavily based on the sports and entertainment market conditions;

management of the facility; outsourcing vs. in house operations, etc., the model
remains conservative in estimating the total revenues that the building will
achieve. In the end, the building management team will be the greatest
determinant of the level of revenues achieved by the facility, based on its success
in attracting events and maximizing the number of participants.

Event Rental Income

Rental income is collected from arena event promoters on a per event basis. As
is typical, event rent is calculated as either a percent of the gross gate receipts or
a flat rental fee, whichever is greater. For this analysis, specific flat rental rates
were applied to each event type and compared to the capture of 10% of the gross
gate receipts. In nearly all cases, the gate receipt capture yielded the greatest
revenues for the building. '

Concessions, Catering, and Novelty Income

Concession, catering, and novelty income continues to increase with the
introduction of larger concourses, more diverse menus, more points of sale, and
waiter/waitress service. It is assumed a third parly concessionaire, caterer, or
merchandiser will be contracted to manage the food service and novelty sales for
the venue. Of gross concession and merchandise sales, 60% is assumed to be
dedicated to the cost-of-sales and profit margin for the contractors with the
remaining concession and novelty net revenue flowing to the building.
Concession and novelty sales are calculated for each event type with the average
attendee assumed to spend, depending on the event type, between $0.50 and
$6.50 on concessions and $0.50 and $4.00 on merchandise. Additionally, actual
attendance is differentiated from paid attendance with a 10% “no show” factor and
serves as the basis for calculating gross revenues.

Naming Rights

.é. Brailsford & Dunlavey Page 3
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Naming rights are becoming increasingly more prevalent as revenue opportunities
among arena and conference facilities. The pricing of these rights are very much

in flux and are often complicated by the inclusion of a broader "sponsorship”

relationship extending far beyond the facility’'s name itself and the potential
fundraising efforts of the City. The multi-purpose indcor arena will have the
opportunity to transact a competitive sale of the facility's naming rights. In this
analysis, the naming rights are assumed to be sold for $275,000 a year.

Assumptions have not been made regarding the term of the naming rights
agreement. A shorter term would allow the City to market the naming rights a
second time and potentially increase value. At the same time, a longer term will
eliminate a certain level of risk and guarantee an annual revenue stream. The
value of the agreement may also be sold as a “lifetime” agreement which could
potentially generate equity for the project, which — depending upon the financing
for the building — may prove advantageous. While not considered in this financial
analysis, distinct portions of the building may be markeled as naming
opportunities, including the ice sheet, the conference center, any premium lounge
space, and the concourse.

Advertising Income

Many arenas and arena sports. tenants bring in hundreds of thousands of dollars
worth of advertising and sponsorship income (although a large component of this
income is represented by in-kind trades of services for the team). Two factors will
play key roles in the ability of the team and arena to be marketed. Obviously, the
size and strength of the corporate market will be crucial, but the team and
building's sales and marketing department will be a vital component as well.
Based upon the market analysis and comparable facility operations, the building is
expected to generate $500,000 per year in advertising and sponsérship revenue.

Premium Seating

Premium seating has been a large factor in the recent surge in development of
arenas. Premium seating can generally be divided into two categories, club seats
and luxury suites. Luxury suites are typically leased by companies and are the
most expensive seats in the facility. They generally include 8-16 tickets to the
game, free parking, an enclosed suite, and waiter/waitress service. For this
analysis, the building program assumes an inventory of 22 12-person luxury suites
and three 16-person party suites. The average lease rate for a suite is $36,000
per year.

.é» Brailsford & Dunlavey ' . Page 4
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Club seats are usually the seats closest to the event floor and along the sidelines.
This analysis assumes an inventory of 600 club seats selling at $1,200.

Loge seats have recently emerged as a new premium seating element that
combine the features of suites and club seats while providing an intermediary
price point. Loge seats are arranged in boxes with between six and eight seats
that have access to a premium lounge area and other premium services. This
analysis assumes 24 four-person boxes are leased for $7,500 per year.

Gate Receipts

Revenues collected from ticket sales to arena events represent the largest

" revenue stream typically created by a building, but is the revenue stream most
often diverted from the operation of the building. The financial modeling for this
study includes unique attendance and average ticket price assumptions for each
event type. As described above, the rental revenues from events are calculated
as 10% of the gross gate receipts with the remaining 90% flowing to the event
promioter. '

In calculating the lease revenue generated by all premium seats, the ticket value
is deducted and included in the gate receipt line item. While the tickets may be
included in the premium seating lease, the ticket value is calculated separately
and provides an accurate basis for any ticket tax or ticket surcharge evaluations.

Facility Fee / Ticket Surcharge

Facility fees and surcharges are generally not included in the face value of a
ticket. Unlike applicable ticket taxes, the cost of the facility fee or surcharge is
borne directly by the ticket buyer and not remitted by an event promoter or sports
team. In the few cases that a facility fee or surcharge is included in the face value
of a ticket, the fee is collected on sports tenant tickets and is dedicated to a capital
reserve account. These fees are captured by third-party ticketing companies and
are returned to the arena.

While financial model includes a ticket surcharge function, no assumptions
regarding the value of a ticket surcharge or facility fee has been included.

Reimbursable Premium

For every event hosted at the facility, a number of uniqué expenses will be
incurred that are passed through to the promoter and reimbursed to the building.
As part of the reimbursement process, it is typical to apply a premium that is best
characterized as a handling or processing fee. For this analysis, all reimbursable

&Y Brailsford & Dunlavey Page 5
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expenses are assumed to include a 10% premium. Specific reimbursable costs
are estimated for each event type and the premium calculated accordingly.

Convenience Charge Rebate

For a building of this type and in a market of this size, a majority of event tickets
are likely to be sold by a ticketing agency such as Ticketmaster. For every ticket
purchased through the agency, -a convenience charge typically between $2.00
and $9.00 is charged to the purchaser. In most cases a portion of the
convenience charge is rebated to the building. For the purposes of this study,
assumptions were made regarding the percent of tickets purchased through the
agency and the convenience charge by event type. Of the total convenience
charge collection, 20% is assumed to be rebated to the building.

Tenant Building Revenues

As described earlier, it is assumed that the facility will have a primary and
secondary sports tenant. As tenants, both sporis franchises will be responsible
for a lease payment that is calculated as a series of revenue splits with the
building or as a flat payment in exchange for the capture of certain revenue
streams. [f is important to note that lease ferms have not been negotiated and will
progress as the project advances. The financial model makes no assumptions
about the ultimate lease ferms. but nonetheless calculates all building revenues
and expenses. As presented in the pro forma, all revenues flow to the building
with a clear caveat that the revenues will be reduced as the revenue split is
negotiated.  The following revenue streams are considered to be subject to
revenue sharing with the tenants:

* Gate Receipts Revenue: Gate receipt revenue generated by the
primary tenant is calculated separately in the model.

= Concessions / Novelties Revenue: Again, these calculations are
modeled separate from that of other arena events and are presented as
net revenues in the pro forma.

= Club Seat Revenue

* Loge Seat Revenue

= Luxury Suite Revenue

= Advertising Revenue

Uttimately, any positive net operating income projected in the model is the pool of
dollars from which the tenants will recover their business operating costs and
profit. Ideally, the tenants’ recovery of costs will leave excess NOI that can be
applied to debt service.

Q Brailsford & Dunlavey Page 6
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Inflation
All revenues and expenses are inflated at 2.5% per year.

Below is a summary of the estimated revenues generated by the multi-purpose
indoor arena in all three scenarios.

6,000 Seats 8,000 Seats 10,000 Seats
INCOME

Primary Tenant Gate Recelpts $ 2,330,000 § 2413000 3 2,538,000
Event Rent / Share of Gate 3 411,000 § 356,000 $ 333,000
Primary Tenant Concessions / Novelties  $ 583,000 $ 604,000 $ 635,000
Event Concessions / Novelties $ 815,000 $ 807,000 $ 912,000
Parking $ 433,000 $ 441,000 $ 480,000
Luxury Suites $ 597,000 $ 597,000 § 597,000
Club Seats $ 410,000 $ 410,000 $ 410,000
Loge Seats $ 119,000 $ 116,000 $ 119,000
Advertising $ 525,000 $ 525,000 $ 525,000
Naming Rights $ 275,000 § 275,000 $ 275,000
Ticket Surcharge $ - § -5 -
Reimbursable Premium $ 60,000 $ 54,000 § 51,000
Convenience Charge Rebate $ 104,000 $ 106,000 $ 122,000
TOTAL INCOME $. 6,662,000 % 6,707,000 $ 6,997,000

Year 1 Operating Income

3.3 Operating Costs
Personnel Costs

The personnel costs include the salaries and benefits for permanent facility staff
and part time labor. The costs include benefits, which are calculated at 30% of
the base salaries. The personnel costs are estimated at $150 per seat, which
represents approximately 43% of the total operating costs.

Non-Personnel Costs

Approximately 57% of the operating costs are non-personnel related and include
repairs and maintenance, materials and supplies, utilities, advertising, and general
and administrative. These day-to-day expenses are calculated at approximately
$200 per seat. Together, the non-personnel costs include all expenses beyond

.Q, Brailsford & Dunlavey Page 7
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salaries, including office supplies, contracted services, travel allowances, etc.
Below is a summary of the operating expenses incurred by the multi-purpose
indoor arena in all three scenarios:

6,000 Seats - 8,000 Seats 10,000 Seats

EXPENSES
Salaries & Benefits § 966,000 § 1,271,000 $§ 1,577,000
Repairs & Maintenarice $ 129,000 $ 169,000 $ 210,000
Materials & Supplies [ 129,000 $ 169,000 $ 210,000
Utilities $ 579,000 § 7763,000 $ 946,000
Adverfising 3 129,000 $ 169,000 $ 210,000
General & Administrative $ 322000 $ 424000 § 526,000
Operator Fee $ -8 - 3 -
TOTAL EXPENSES $ 2,254,000 $ 2,965,000 $ 3,679,000

Year 1 Operating Expenses
3.4 Project Economics

With an understanding of the building program, facility revenues, and operating
expenses, the economics of the multi-purpose indoor arena can be better
understood. Ultimately, the separate analyses and worksheets are designed to
create a singular operating pro forma for the arena operations that summarize the
building performance and provide the basis for applying financing options and
primary tenant lease assumptions. Included below is the projected operating pro
forma for the bhuilding and, more specifically, the annual net operating income.

Each of the scenarios are projected to perform with a positive net operating
income ranging from $3.3M in the 10,000 seat scenario to $4.4M in the 6,000 seat
scenario. It must again be siressed that the NOI does not include any
assumptions regarding tenant lease terms and represents the pool of dollars
available to support the tenants’ business operations and any potential debt
service. While all potential lease agreements will reduce the NOI, the Client's
understanding of the dollars available should provide a basis for negotiating lease
terms. '

Q Brailsford & Dunlavey Page 8
B-33

Attach B



Attach B

MONTGOMERY COUNTY, MD
Mulii—purposé indoor Arena Feasibility Study

6,000 Seats 8,000 Seats 10,000 Seats

INCOME
Primary Tenant Gate Receipt§ 3 2,330,000 % 2413000 $ 2,538,000
Event Rent / Share of Gate $ 411,000 $ 356,000 $ 333,000
Primary Tenant Concessions / Novelties  $ 583,000 $ 604,000 $ 635,000
Event Concessions / Novelties $ 815,000 $ 807,000 $ 912,000
Parking $ 433,000 $ 441,000 § 480,000
Luxury Suites $ 597,000 $ 597,000 $ 597,000
Club Seats $ 410,000 § 410,000 $ 410,000
Loge Seats ‘$ 119,000 §$ 119,000 § 119,000
Advertising $ 525,000 $ 525,000 $ 525,000
Naming Rights $ 275,000 $§ 275000 § 275,000
Ticket Surcharge $ -8 - § -
Reimbursable Premium $ 60,000 % 54,000 $ 51,000
Convenience Charge Rebate $ 104,000 $ 106,000 $ 122,000
TOTAL INCOME - $ 6,662,000 3 6,707,000 $ 6,997,000

EXPENSES
Salaries & Benefits $ 966,000 $ 1,271,000 $ 1,577,000
Repairs & Maintenance $ 128,000 § 169,000 §$ 210,000
Materials & Supplies $ 129,000 $ 169,000 $ 210,000
Utilities $ 579,000 § 763,000 $ 946,000
Advertising $ 120,000 $ 169,000 $ 210,000
General & Administrative $ 322,000 % 424,000 $ 526,000
Operator Fee $ - % -3 -
TOTAL EXPENSES $ 2,254,000 $ 2,965,000 $ 3,679,000

. NET OPERATING INCOME $ 4,408,000 $ 3,742,000 % 3,318,000

Year 1 Cperating Pro Forma
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BRAILSFORD & DUNLAVEY
1140 Connecticut Avenue, NW, Suite 400
Washington, DC 20036

Tel: 202-289-4455

Fax: 202-289-6461

MEMO
Date: May 16, 2007
To: Tiara Robertson, Maryland Stadium Authority
From:; Jason Thompson, Brailsford & Dunlavey
CC: Chris Dunlavey, Brailsford & Dunlavey
Jim Swords, HOK .
RE: Ticket-based Revenue Calculations

B&D has continued to review the feasibility materials provided by the Maryland Stadium Authority
(MSA) with a particular focus on the ticket taxes and surcharges. As per the surcharge memo dated
May11, 2007, B&D's opinion regarding the surcharge is essentially unchanged, although the
assumptions outlined in the recent MSA materials impact the surcharge rate. The surcharge is a
function of the ticket taxes paid on each ticket and if the taxes total 10%, a $1.00 surcharge is
appropriate. If, though, tickets are not subject to a sales tax and if the admissions and amusement
tax is not maximized at 10%, a higher surcharge could be collected. In the most recent materials
delivered to B&D, for example, a 7% tax on tickets and a $1.50 surcharge would be appropriate.

These same materials also included a description of other ticket-based revenues with the income
included as components of the ticket price. The underlying calculations were not provided, but it is
particularly important to understand which revenues are part of the face value of a ticket and which
are in addition to the face value. As described below, revenues included in the face value of a ticket
will impact the rental rates while charges above and beyond the face value represent net revenue
streams. The following outlines the typical ticketing process and revenue generators.

Face Value of a Ticket

The face value of a ticket is determined by the event promoter or the tenants of the facility. In setfing
the ticket value, the promoter considers all costs, including rent for the building, projected gate receipt
splits with the arena, and event costs that must be reimbursed fo-the arena as well as required profit
margins. The only scenaric in which the arena controls the ticket price would be if the event was self
promoted.

Page 10f3
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Ticket Taxes

Typically, all applicable sales, use, amusement, admissicn, entertainment, etc. taxes are included
within the face value of the ticket. The promoter or arena tenant is required to report the ticket
income and pay the applicable taxes. As such, the promoter or arena tenant includes the cost of the
taxes in the face value of the ticket. Ticket faxes are not collected by third-party ficketing companies.

Typical Ticket Process
$2336Reqmred Revenue to Promoter, Possibl
R A T I — b Y
. Revenue-as per Split with the Arena
....;Bromoter- - . :

$1.64Tax ., paid by Promoter to the State

Revenue. -.: "

Established by Promoter, Value
Printed on the Ticket

Additional Charge, Remitted to
Arena

Additional Charge, Portion
Remitted to Arena ($0.75 - $1.25)

Total Cost to Ticket Buyer

Facility Fees / Surcharges

Facility fees and surcharges are generally not included in the face value of the ticket. Unlike the
applicable ticket taxes, the cost of the facility fee or surcharge is borne by the ticket buyer. In the few
cases that a facility fee or surcharge is included in the face value of a ticket, the fee is collected on
sports tenant tickets and is dedicated to a capital reserve account. These fees are captured by third-
party ticketing companies and are returned to the arena. :

Page 2 of 3
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Box Office Fees

Box office fees are charged by the arena to recover the costs of ticket printing, ticket operations, etc.
and are typically included in the contract with a promcter. A promoter reimburses the building for
event costs, including the box office expenses, and the costs are factored into the ticket price. The
arena bills the box office expenses as a break-even operation plus a 5% to 10% handling premium.

Convenience Charge Rebate

Convenience charges are not included in the face value of a ticket and are only collected on tickets
sold by a third-party tickefing company. The fickefing company typically rebates a percentage of the

convenience charge to the arena. The rebate is negotiated and is typically between 15% and 25% of -

the convenience charge.

. Page3of3
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MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
6,128 Seat Arena

Non-Primary Tenant Attendance

(2009 ] 2009 ) 2010 | 2011 ] 2mz2 ] 2013 2014 2015

Secondary Sports Tenant :
Events 25 25 25 25 25 25 25 25
Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Total Attendance 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000

Concerts [ Performances ’

Events 15 15 15 15 15 15 15 15
Average Attendance © 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Total Attendance 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000

Small Concerts / Performances
Events 8 8 8 8 8 8 8 8
Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Total Attendance 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000

Festivals / Cultural .

Events 4 4 4 4 4 4 4 4
Average Attendance 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500
Total Attendance . 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000

Family-Shows
Events 15 15 15 15 15 15 15 15
Average Attendance 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Total Attendance 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000

Tradeshows
Events 4 4 4 4 4 4 4 4
Average Attendance 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Total Attendance 20,000 20,000 "20,000 20,000 20,000 20,000 20,000 20,000

Stage f Theatrical
Events 0 0 0 0 0 0 0 0
Average Aftendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Total Attendance 0 0 0 0 0 0 0 0

Parking Lot Shows
Events 0 0 0 0 0 0 0 0
Average Aftendance 0 0 0 0 0 0 0 0
Total Attendance ] 0 0 0 0 0 0 0

High School Commencement / Other
Events 4 4 4 4 4 4 4 4
Average Aftendance 2,000 2,000 2,000 2,000 2000 . 2,000 2,000 2,000
Tota) Attendance 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000

Championship Tournaments ' . ' '

Events 4 4 4 4 4 4 4 4
Average Aftendance 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Total Attendance 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000

Religious .

Events 4 4 4 4 4 4 4 4
Average Attendance 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000
Total Attendance 16,000 16,000 " 16,000 16,000 16,000 16,000 16,000 16,000

Dirt Shows .

Events 3 3 3 3 3 3 3 3
Average Aftendance 5,000 5,000 - 5,000 5,000 5,000 5,000 5,000 5,000

Total Attendance 15,000 15,000 15,000 15,000 15,000 135,000 15,000 13,000
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MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
6,128 Seat Arena

Reimbursable Expenses

2000 2010 ] 2on ) 2oz ] em3 o oon4 ) 2015 ] 206

Secondary Sporis Tenant
Events 5 2 25 2 25 25 25 25
Expenses per Event $7.880 30,486 s5608 $8,915 £9138 $9,366 $9,601 $9,841
Total Expanses $186,882 $212,13¢9 $217,443 §222,679 $228,451 $234,162 §240,016 $246,016
Percent Reimbursable 110% 110% 110% 10% 110% 110% 110% 110%
Total Building Expenses {519,699} ($21,214) 521,744 (522,288} {$22,345) {523,418) (524,002) (52¢,602)
Concerts / Performances
Events . 15 15 15 15 15 15 15 15
Expenses per Event $8,405 59,051 59,278 59,500 59,747 39,991 510,241 $10,497
Total Expenses $126,075 §135,76% $139,163 $142,542 §146,208 $149,864 §153810 " 8157450
Percent Reimbursable 110% 110% 110% 110% 110% 10% 110% 110%
Total Building Expenses 1$12,608) $13,5M) {$13,916) (514,264) ($14,621) {§14,985) [$15,36%) [$15.745)
Small Concerts / Performances :
Events L] 8 8 8 8 ) 8 8
Expenses per Event © §6,829 $7,354 37,538 37726 $7,920 $8,118 $8,321 58,529
Total Expensas §54,633 $58,833 $60,304 361,612 $63,357 464,90 366,564 66,229
Percent Reimbursable 110% 110% 10% 110% 10% 110% 110% 110%
Total Building Expenses ($5,463) ($5,383) {$6,030) ($6,181) {66,336) ($6.434) (56,656} {$6,823)
Festivals / Cuftural -
Evenls 4 4 4 4 4 4 4 4
Expenses per Event 34,203 #528 $4,639 $4,755 s4.814 $4,995 $5,120 $5,248
Total Expenses 516,810 $18,103 518,555 $19,019 $19.494 $19,982 $20,481 $20,993
Percent Reimbursabls 110% 10% i10% 10% 10% 110% 110% 10%
Total Building Expénses ($1681)  ($1.310) (51,856 (§1,902} (61,949) (51,898 {52,048} {§2,009)
Family Shows
Events 15 15 15 15 15 15 15 15
Expenses per Event 7,354 §7.920 58,118 38,31 $8,529 $8,742 $8,951 $9,185
Total Expenses $110,316 $118,798 $121,768 5124812 §127,932 $131,131 §134,400 $137,759
Percent Reimbursable 110% 110% 110% 10% 110% 110% 110% 10%
Total Buifding Expenses ($11,032) ($11,880) {$12,177) {312,481) {$12,793) (513,113} [$13,441) (513,777}
Tradeshows
" Events 4 4 ) 4 4 4 4 4
Expenses per Event 53,577 $3,060 $4,059 $4,160 $4,264 $4,371 $4,480 $4,502
Tetal Expenses 314,700 $15,840 $16,236 §16,642 §17.058 $17,484 $17,921 $18,369
Percent Reimbursable 110% 110% 110% 110% 110% 110% 110% 10%
Total Building Expenses ($1471) ($1,584) (§1,624) {51,664) [$1,706) {§1,748) ($1,792) (51,897
Stage / Theatrical
Events ’ 0 0 0 0 0 1 0 1]
Expenses per Event $2,101 §2,263 $2,319 2317 $2.437 §2,498 $2,560 52,624
Tota! Expenses 50 80 $0 . 50 50 S0 30 50
Percent Reimbursable 110% 10% 110% 110% 10% 110% 10% 110%
Total Building Expenses $0 50 $0 $0 $0 §0 50 $0
Parking Lot Shows
Events [ 0 I} 0 0 ] 0 .0
Expenses per Event $1,051 51,131 $1,160 31,189 $1,218 §1,29 $1,280 $1.312
Tota! Expenses 30 $0 $0 $0 50 §0 30 50
Percent Reimburszble 110% 10% 110% 110% 110% 10% 19% 10%
Total Building Expenses 30 $0 $0 1) $0 50 $0 50
High School Commencement / Other ’
Events 4 4 . 4 4 4 4 4 4
Expenses per Event $4,203 34,526 $4,639 34755 54,874 $4.005 35,120 . s
Total Expanses $16,810 $18,103 $18,555 519,019 $19,494 §15,982 520,481 $20,293
Percent Reimbursable 110% 110% 110% 110% 110% 10% 110% 1M6%
Total Building Expenses ($1,681) {$1,810) {$1,856) ($1,902) {51,949) {§1,998) ($2,048) {$2,099)
Championship Tournaments
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 $4,526 $4,639 $4,755 54,874 $4,095 $5,120 $5,248
Total Expenses $16,810 $18,103 $18,555 519,018 §19,494 519,952 520481 $20,093
Percent Reimbursable 110% 110% 110% 110% 110% 110% 110% 110%
- Total Building Expenses {$1,681) (51,8100 . {51,356) ($1,902) (51,949 ($1,998) (§2,048) (52,099)
Religious
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 $4,526 $4,63% $4,755 $4.874 54,965 §5,120 §5,248
Total Expenses 316,810 $18,103 $18,555 $19,01% §19,494 §19,982 §20,481 $20,903
Percent Reimbursable 110% 110% 110% 110% 110% 10% 110% 110%
Total Building Expenses {$1,681) $1,810}- {$1,858) - (51,902 (51,949) {§1,988) ($2,048) ($2,009)
Dirt Shows
Events 3 3 3 3 3 3 3 3
FExpenses per Event $5.405 $9,051 $5.218 59,509 30747 59,991 510,241 $10,497
Total Expenses $25,215 $21,150 827,833 $28,528 526,242 $29,973 830,722 $31,490
Percent Reimbursable 110% 110% 110% 110% 110% 110% 110% 10%
Total Building Expenses (§2,522) ($2,715) (52,783) (52,853) ($2,924) ($2,997) {$3,072) ($3,149)

TOTAL {359,518} {564,034) {565,697 {867,339} {§69,023) (570,748)  (572517) {§74,330)
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MONTGOMERY COUNTY

Multi-purpose Indcar Arena Financla) Analysis
6,128 Soat Arena

Conventance Charge Rebate

TR TR INCEEN NNFTITIRN BT R NN NI T NI AT

Prsimary Tananl
Paid Tickals. 171,576 167,656 162,656 157,856 147656 147,656 147,656 147 656 147,555 147,556
% Sold by Agency 0% 20% 20% 20% 2% 20% L 20% 0% 0% 0%
Averaga Charge $3.00 3300 $3.00 $3.00 300 $3.00 3300 $3.00 5300 $300
% Rabate 20% 20% 2% Wk 0% 20% 0% - % 20% 0%
Building Rebate $20,389 $20,119 $19,519 $18,919 1718 17,719 $17,7119 17,719 ST $17,719
Saecondary Spatts Tenant .
Paid Tickals 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000
% $old by Agancy 0% 20% 20% 20% 0% 20% 20% 20% 20% 2%
Average Charge 300% 300% 300% 300% 0% 00% 300% 300% 300% 300%
% Rehata a[% . 0% 20% 0% 2% 20% 20% 20% 20% 20%
Building Rebate $9,000 $9,000 $9,000 $0,000 £9,000 $9,000 $9,000 $9,000 $9,000 $9,000
Concerts  Parformances
Paid Tickels 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000
% Sold by Agency 65% 5% 85% 5% 63% 65% 65% 65% B5% 65%
Average Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00
% Rebate 20% 20% 0% 20% 20% W% 20% . 20% 20% 20%
Bullding Rebate §20,250 $29,250 $29,250 $29,250 $29,250 $29,250 $29,250 $29,250 $29,250 $29,250
Small Concerts / Performances ,
Pzid Tickets 24,000 24,000 24,000 24,000 24,000 24,000 24000 24,000 24,000 24,000
% Sold by Agency 85% 65% 65% 65% 65% 55% 65% 65% 5% 65%
Average Charga $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 £300 $3.00 $3.00 $3.00
% Rebale 20% 0% 2% 20% 0% 0% 20% 20% 20% 20%
Building Rebats $9,360 $9,360 $9,360 $9,360 $9,360 $9,360 $9,260 $9,360 $9,360 $9,360
Festivals / Cultural .
Paid Ticksts 45,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
% Sold by Agency 10% C 0% 10% 10% 10% 10% 10% 10% 10% 10%
Avarage Charga $3.00 $3.00 3300 ° 3300 $3.00 $3.00 $3.00 $3.00 $2.00 $2.00
% Rebala 20% 20% 20% 20% 20% 20% 20% 20% 20% 20%
Bullding Rebate $1,080 $1,080 $1,080 $1,080 $1,080 $1,080 $,080 §1,080 $1,080 $1,020
Farily Shows
Paid Tickets 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000
% Sold by Agancy 65% 65% 65% 85% £5% 85% 85% 65% 65% 65%
Averaga Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00
% Rebals 0% 0% 0% 20% 20% 20% 0% 20% 20% 20%
Building Rebate $20,250 £29,250 $20,250 $29,250 $29,250 $29,250 $29,250 $29,250 $24,250 $28,250
Tradeshaws
Paid Tickels 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
% Sold by Agency 1% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Aversge Charge 33,00 $3.00 $3.00 $3.00 1] 33.00 $3.00 $3.00 $3.00 33.00
% Rebata A% 20% 0% 20% 20% 20% 0% 0% 20% 0%
Buliding Rebate 50 $0 $¢ H $0 50 50 $0 $0 $0
Slage ! Theatrical
Paid Tickels 0% 0% 0% 0% 0% 0% 0% 0% 0% 2%
% Sold by Agency 65% 65% 85% 65% B5% 65% B5% 65% 65% 65%
Average Charge .00 $3.00 $2.00 $3.00 $3.00 1 $300 $3.00 $3,00 30
% Rebats 0% 0% 20% 20% 2% 20% 20% 0% 20% 20%
Building Rebate $0 . $0 $0 $0 $0 $0 $0 $0 50 $0
Parking Lot Shows
Paid Tickels a a 0 a Q )] 0 o a 0
% Sold by Agency 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Average Charga $3.00 $3.00 $3.00 $3.00 $3.00 $00 - $3.00 $3.06 $3.00 $3.00
% Rebala 20% 20% 20% 20% A% 20% 0% 20% 20% 0%
Building Rebate $0 50 §0 50 50 $0 $0 $¢ $0 $0
High School Commencement / Other . .
Pald Ticksts B.000 8,000 5,000 8,000 8,000 8,000 2,000 5,000 8,000 8,000
% Sold by Agency 0% 0% 0% 0% 0% 0% 0% 0% 0% t%
Avarage Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00
% Rabala 0% 0% 20% 20% 0% 20% 20% % 0% 20%
Buildiny Rebate $0 %0 0 30 $0 . $0 $0 $0 $0
Championship Tournaments -
Paid Tickets 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
% Sald by Agency 0% 0% 0% 0% 0% 0% 0% 0% % 0%
Averaga Charge - $3.00 $3.00 $3.00 $3.00 33.00 $3.00 T 5300 $3.00 $3.00 $3.00
% Rebale 0% 0% 20% 20% 20% 20% 0% 20% 20% 20%
Bullding Rebate $0 $0 $0 §¢ $0 $0 $0 50 5t $¢
Refigious
Pzd Tickets 16,000 16,000 16,000 16,000 16,600 16,000 16,000 16,000 16,000 16,000
% Sold by Agency 0% 0% 0% % % 0% 0% 0% 0% 0%
Averaga Charge $2.00 $2.00 200 $2.00 $2.00 $2.00 200 $2.00 $2.00 $2.00
% Rebale 0% 0% 20% 20% 0% 20% 20% 0% 20% 20%
Building Rebate 50 §¢ 30 $¢ §0 §¢ $0 $0 $0 $0
Dirt Shows.
Paid Tickals 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 16,000
% Sold hy Agency 6% 85% 65% 85% 85% 65% 85% 65% £5% 5%
Average Charge $3.00 $3.00 33.00 $3.00 $3.00 $3.00 $3.00 300 $3.00 $3.00
% Rebale 0% 20% 2% 2% 0% 20% 20% 2% 20% 0%
Building Rebate $3,850 $5,850 §5,850 $5,850 $5.850 $5.850 $5,850 $5,850 $5,850 $5,850
TOTAL REBATE . §p43719 103,909 $103,209 $102,709 $104,509 $101,509 $101,509 $101,509 $101,509 $101,509
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MONTGOMERY COUNTY

Multi-purpose Endeor Arena Financlal Analysis

6,128 Seat Arena

Revenue Assumption

Arena Capacity
Inflation

Advertising f Sponscrships
Annual Naming Rights
Annual Advartising & Spenrscrship Revenue

Parking

Parking Lot Capacity
Peaple per Car
Parking Charge

Concessions/Novelties

Blended Concession per Gap
Blended Novelty per Cap

Blended Contractor Share / COGS

Club Seats

Number of Club Seats

Increase Fee Every [ Years

Price of Club Seat

Escatate Club Seat

Club Seat Expenses as % of Gross Revenues

Loge Seats
Number of Boxes
Number of Seats per Bax
. Increase Fee Every {X] Years
Price ¢f Loge Bex
Escalate Loge Seat
Loge Seat Expenses as % of Gross Revenues

Luxury Suites

Number of Suites

Nen-Revenue Suites

Average Cost Per Suite

MNumber of Peaple Per Suite

Luxury Suite Capacity

Increase Luxury Suiles Every (%} Year{s}
Percent Increase _

Luxury Sulte Expenses as % of Gross Revenues

 Gonference Center
Equipment Rentals

Ticket Surcharge
Amaount of Surcharge per ticket?

6,128

250%

T 527E000
. $500.000..

25
$200

$6.50
L
D B0%.

600
i
81200
om0
10.00%

24
4
57,800
2.50%
10.00%
25
536,000

12

3.50%
15.00%

0%

50.00

Primary Tenant Rent Assumptions
Annual Minimum

Minimum Period {Years)

Tenant Rent Per Season

Number of Events

Average Ticket Price

Tenant Porticn of Cancessions / Navelties

Tenant Portion of Parking

Tenant Portion of Suites

Tenant Portion of Club Seats

Tenant Portion of Loge Seats
Tenant Portion of Gate Receipts
Tenant Porticn of Advertising

Tenant Porticn of Naming Rights
Tenant Portion of Hackey Adverising

Average Rent Per Event Per Day
Secondary Sporis Tenant
Concerts / Performances

Small Concerts / Performances
Festivals / Cultural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows.

High School Commencement / Other
Championship Toumaments
Religious

Dirt Shows

Other

Average Attendence

Primary Tenant Events No Show %
Primary Tenant Events

Secondary Sports Tenant

Concerts f Performances

Small Concents { Performances
Festivals / Cultural

Famity Shows

Tradeshows

$tage / Theatrical

Parking Lot Shows

High School Commencement / Other
Champlonship Toumaments
Religious

Dirt Shows

Other

Average Ticket Cost

Owner Share (%)

Secondary Sports Tenant
Concerls { Performances

Small Concerts / Performances
Festivals / Cultural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows

High School Commencement / Other
Championship Tournaments
Religious

Dirt Shows

B-50

o §1m00]

0
0

0.00%
0.00%
0.00%
0.00%
000% -
0.00%
0.00%
0.00%
100.00%

10% -
5600

3000
500

3,000
4,500

5. 5,000
5000

.-3,000,

2,000

© 3
. A000

5,000
4000

0%
$10.00

4500
53500

" $15.00

$2000° .
$5.00.
$35.00
gl
$0.00
$1000

. 5500

$20.00
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Aftach B

MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financiat Analysls
6,128 Seat Arena
Revenue Assumption

Total Concessions  Merchandise
EVENT TYPE #ofEvents  AverageAtt  Altendance Fer Cap Per Cap
Secondary Sports Tenant : 2% 3,000 7000 %450 0 8075
Concerts / Perfommances ’ EN L 5,000 75,000 3480 5400
Small Cencerts  Performancas 8 3,000 24,000 RS0 T 8400
Festivals / Culiural 4 4,500 18,000 [ ¥ B $0.00
Family Shows s 5000 75,000 B400 . s2s0
Tradeshows 4 - 5,000 20,000 §050 . ¢ . §0.00
Stage / Theatrical ] 3,000 0 L8250 ¢ 8000
Parking Lot Shows 0 0 0 SR80 sh00
High $cheol Commengement / Other Y 2,000 8,000 - 8050 . §0.00
Championship Toumaments B 2,000 8,000 T g2s0 T 5050
Religious 4 4,000 18,000 $2.00 o $0.00
Dirt Shows 3 5,000 15,000 $4.00 - $1.00
Other 0 4,000 0 o §400 T 0 31.00

) Total %
EVENT THPE HofEvents  Average Att  Aftendance Expenses  Relmbursed
Secondary Sports Tenant % 3,000 75000 - $7500 . - 190%
Concerts / Performanpes 15 5,000 75,000 .. §8000 - 110%
Small Concerts / Performances 8 3,000 24,000 8GR0 ¢ 110%
Festivals / Cultural 4 4,500 18,000 - §4000 . 110% -
Fanly Shows 15 5,000 75000 0 $7000 . 10%
Tradeshows 4 5,000 20,000 $3500 110%,
Stage / Theatrical 0 3,000 0 $2000. . 110%
Parking Lot Shows 0 K 0 §1,000° - Ai0%
High Sehool Commencement / Other 4 2,000 8,000 54,000 o 110%
Champicnship Toumaments 4 2,000 8,000 $4,000 110%
Religious 4 4,600 16,000 4000 - 110% -
Dirt Shows 3 5,000 15,000 $8,000 CH0%
Cther 0 4,000 ¢ - $3,500 110%
% Sokd by

EVENT TYPE # of Events Paid Attendance Agency Avg, Charge % Rebate
Primary Tenant k) 171,576 0% $3.00 : 20%
Secondary Sports Tenant 25 75,000 20% $3.00 - 20%
Concerts / Performances - 15 75,000 B5% . 300 . 20%
Small Concerts / Performances 8 24,000 65%, $300 20%
Festivals / Culturat 4 18,000 10% $3.00 : 20%
Family Shows 18 75,000 65% §300 20%
Tradeshows 4 20,000 0% $3.00 X%
Stage / Thealrical 0 0 © B5% §300° . 20%
Parking Lot Shaws ] i} 0% $3.00 20% .
High Schoo! Commencement / Other 4 8,000 o D% L5800 - 0%
Champlonship Tourmnaments 4 §,000 0% $3.00 20%
Religious 4 16,000 T 0% 5200 20%
Dirt Shows 3 15,000 - B5% $3.00 20%
Other ] 0 10% © 300 0%
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MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
6,128 Seat Arena

Expense Assumptions

Multi-Purpose Arena

PERSONNEL

Salaries & Benefits 3150 Per Seat
NON-PERSONNEL

Repairs & Maintenance 320 Per Seat
Materials & Supplies 520 Per Seat
Utilities © %90  PerSeat
Advertising {820 PerSeat
General & Administeative 1§50 Per Seat
Operating Expense Premium C0%

Operator Fee S50
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8; 8,000 Seat Scenario
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MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financial Analysis
8,066 Seat Arena )

Non-Primary Tenant Attendance

2003 ) 2003 ] 2010 2013 | o014 | 205 |

Secondary Sports Tenant ,

Events 25 25 25 25 P 25 25 25

Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Total Attendance 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000
Concerts / Performances

Events 9 9 g 9 9 9 9 9

Average Aftendance 6,500 6,500 6,500 6,500 6,500 6,500 6,500 6,500

Total Attendance 58,500 58,500 58,500 58,500 58,500 58,500 58,500 58,500
Small Concerts | Performances

Events 7 . 7 7 T 7 7 7 7

Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Total Attendance 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Festivals { Cultural

Events 4 4 4 4 L] 4 4 4

Average Attendance 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500

Total Attendance 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
Family Shows :

Events 15 15 15 15 15 15 15 15

Average Attendance 6,500 6,500 6,500 6,500 6,500 6,500 6,500 £,500

Tolal Attendance 97,500 " 97,500 97,500 97,500 97,500 97,500 97,500 97,500
Tradeshows )

Events 4 4 4 4 4 4 4 4

Average Aftendance 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000

Total Attendance 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
Stage / Theatrical .

Events 0 0 0 0 0 0 0 0

Average Altendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Total Attendance 0 0 0 0 0 0 0 0
Parking Lot Shows

Events 0 0 0 0 0 0 0 0

Average Atendance 0 0 0 0 0 0 0 0

Total Attendance 0 ¢ 0 0 0 0 0 0
High School GCommencement [ Other

Events 4 4 4 4 4 4 4 4

Average Attendance 2,000 2,000 2,000 2,000 - 2,000 2,000 2,000 2,000

Total Attendance 8,000 -8,000 8,000 8,000 8,000 8,000 8,000 8,000
Championship Toumaments

Events 4 4 4 4 4 4 4 4

Average Attendance 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

Total Attendance 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
Religious ' ’

Events 4 4 4 4 4 4 4 4

Average Attendance 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000

Total Attendance 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000
Ditt Shows ' .

Events 3 3 3 3 3 3 3 3

Average Attendance 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000

Total Attendance 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
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MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financial Analysis
8,068 Seat Arena .

Reimbursable Expenses

I NPT N TN NIV W AT MR T

Secondary Sports Tenant
Events 25 25 25 25 25 2 25 25
Expenses per Event $7,880 $8,486 $8,698 58915 $9,138 $9,366 50,601 - 59841
Tolal Expenses $196,992 $212,139 $217,443 §222 879 $228.451 $234,162 $240,016 $246,016
Percent Reimbursable 110% 10% 110% 110% 10% i10% 110% 110%
Total Building Expenses {§19,699) §21,214) {$21,744) {$22,288) {$22,845) ($23,416) {524,002) (524,602)
Concerls { Performances
Events 9 9 9 9 L] 9 9 9
Expenses per Event 58,405 $9,051 $9,278 $9,500 $9.747 $9,994 $10,241 $10,497
Total Expenses $75,645 $81,461 $83,408 $§85,585 367,725 389,918 392,166 594,470
Percent Reimbursable 110% 110% 10% 110% 10% 110% 110% 110%
Total Building Expenses ($7,565) {§8,146)} (58,350) ($8,559) {$8,773) [48,992) {59.217) ($9.447)
Small Concerts f Performances
Evenls 7 7 7 7 7 7 7 7
+ Expenses per Event $6,829 57,354 $7,538 $7,726 $7.920 $5,118 $3,321 48,529
‘Total Expenses . $47,803 $51,479 $52,766 $54,085 555,437 $56,823 $58,244 $59,700
Pescent Reimbursable 110% 110% 110% 110% 110% 110% 110% 10%
Total Building Expenses {54,780} (55,148) $5.277) ($5,409) {§5,544) {$5,682) {$5,324) ($5,970)
Festivals / Cultural :
Events 4 4 4 4 4 4 4 4
Expenses per Event $4.203 34,526 §4,639 $4,755 $4.874 $4,995 $5,120 35,248
Total Expenses 316,510 §18,103 $18,555 $19,019 §19,494 $19,982 $20.481 520,993
Percent Reimbursable 10% 110% 110% 110% 10% 10% 10% 10%
Total Building Expenses (1,681) (51,810) (51,856} - ($1,202) (51,949 {$1,998) (52,068) ($2,009)
Farily Shows .
Events 15 15 15 15 15 15 15 15
Expenses per Event $7,354 $7.920 $8,118 $8,321 $8,528 58,742 38,951 39,185
Tolal Expenses . SM0316 $118,798 $121,768 §124,812 $127,932 3,14 $134,400 $137,769
Percent Reimbursable 110% 10% 110% 110% 110% 10% 10% 10%
Total Building Expenses {$11,032) {511,880} #1211 (§12,481) (512,793} {$13,113) $13447) {$13,777)
Tradeshows . ’ K .
Events 4 4 4 4 4 4 4 4
Exgenses per Event $3.677 $3,960 $4,059 $4,160 $4,264 371 $4,480 $4,502
Tola! Expenses $14,709 $15,840 $16,236 $16,642 $17,058 §17,484 317,921 $18,369
Percent Relmbursable . 110% 110% 10% 110% 110% 10% 110% 110%
Total Buikiing Expenses ($1,471) (§1,584) {31,624) (51,664) {§1,708) {$1,748) (51,792) {31,331
Stage S Theatrical
Evenis 0 0 0 0 0 1] 0 0
Expenses per Event $2101 $2,263 12,319 $2317 §2437 $2,408 $2,560 $2.624
Total Expenses 50 50 50 50 50 50 30 50
Percent Reimbursable 110% 110% o 110% 110% 16% 110% 110% 110%,
Total Building Expenses 50 $0 $0 50 30 50 §0 §0
Parking Lot Shows.
Events o 0 [} 0 o 0 0 0
Expenses per Event §1,051 1,11 §1,160 §1,189 $1,218 §1,249 21,280 §1,312
Total Expenses $0 50 30 $0 50 S0 §0 §0
Percent Reimbursable . 110% 110% 110% 10% 110% 110% 110% 110%
Total Building Expenses $0 0 $0 $0 ] 50 50 §0
High Sehool Commencement/ Other
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 4,526 $4,630 $4,755 54,874 24,995 $5120 55,248
Total Expenses 516,810 518,103 518,555 $19,019 $19,494 519,682 $20,481 $20,993
Percent Reimbursable 110% 6% 10% 110% 110% 10% 10% 10%
Total Building Expenses (§1,681) {51,810 (51,856) (§1,902) {$1,949) {$1,998) (52,048) ($2,009)
Championship Toumaments
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 $4,526 $4,639 $4,755 34,874 $4,895 $5,120 35,248
Total Expenses $16,810 $18,103 $18,555 $19,019 315,494 $19,982 $20,481 $20,993
Percent Reimbursable 10% 110% 110% 110% 10% 10% 10% 110%
Total Building Expenses {81,681 {$1,8610) (5%,656) ($1902) - (51,949) {$1,998) (52,048) ($2,009)
Religious .
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 34,528 $4,639 $4,755 34,874 $4,995 §5,120 §5,248
Total Expenses $16,810 $18,103 $16,555 419,019 $19,404 $19,982 520,481 $20,993
Percent Reimbursable 10% 110% 10% 110% 410% 110% 110% 110%
Total Building Expenses {§1,681) ($1,810) {$1,856) ($1,802) (81,949} (81,998) {52,048} ($2,099)
Dirt Shows
Evenis k) 3 3 3 3 3 3 3
Expenses par Event $8,405 39,051 §9,218 9,509 59,747 59,991 310,24 510497
Total Expenses $25.215 §27.154 $27,833 $28,528 $29,242 $29,973 $30,722 $31,490
Percent Reimbursable 110% 10% 110% 110% 110% 10% 110% 10%
Total Building Expenses (§2,522) ($2,715) (52,783) {$2,353) {$2,924) ($2,997) (§3,072) {$3,149)
TOTAL {$53,792) . {§57,928) - {$59,376) 1$60,861) ($62,382) {$63,942) {$65,540) (867,479}
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MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financial Analysis

8,066 Seat Arena

Convenience Charge Rebats

oo ] 200 ] aoit [ a2 B oo Jeoe ] oos | a [ v 2018

Primary Tenant
Pad Ticksls
% Sold by Agency
Average Charge
% Rebale
Building Rebate
Secondary Spotts Tenant
Paid Tickals
% Soid by Agency
Average Charge
% Rebate
Building Rebats
Coneerts { Performances
Paid Tickals
% Sold by Agency
Avarage Charge
% Rebata
Building Rebate
Small Concerls / Perfomances
Paid Tickels
% Scld by Agancy
Average Charga
% Rebata
Building Rebate
Festivals / Cultural
Paid Tickets
% Scld by Agancy
Average Charga
% Rehate
Building Rebate
Family Shows
Paid Tickets
% Sold by Agency
Average Charge
% Rebale
Building Rebate
Tradashows
Paig Ticksts
% Sold by Agsncy
Averapa Charge
% Rebals
Bullding Rebate
Slaga f Thealical
Pald Ticksts
% Suold by Agoney
Averaga Charge
% Rebzle
Bullding Rebate
Parking Lot Shows
Paid Ticksls
% Sold by Agency
Averaga Charge
% Rebale
Bullding Rebate

High Scheol Commensement / Cther

Paid Tickels

% Sold by Agency

Avarzge Charge

% Rebata

Bullding Rebate
Champicnship Tournamenls

Paid Tickels

% Sold by Agency

Avarage Charge

% Rebata

Building Rebate
Religious

Paid Tickels

% Sold by Agency

Avarage Charga

% Rabata

Bullding Rebate
Dirt Shows

Paid Tickels

% Sold by Agency

Average Charge

% Rebata

Building Rebats

TOTAL REBATE

178,776
0%
33.00
20%
$24,453

75,000
20%
00%
2%
$9,000

58,500
65%
53.00
0%
$22,805

21,000
85%
3300
20%
$8,190

18,000
10%
$3.00
X%
$1,080

97,500
55%
$3.00
0%
$38,025

20,000
0%
$3.00
20%
0

0%
5%
$3.00
0%
$0

¢

0%
.00
2%
$o

8,006
0%
$3.00
A%
50

6,000
0%
$3.00
20%
§0

16,000
0%
§200
20%
50

15,000
65%
$3.00
20%
$5,850

$106,413

174,856
0%
$3.00
20%
$20,983

75,000
20%
300%
0%
$9,000

52,500
65%
$3.00
0%
$22,815

21,000
65%
$3.00
20%
$3,130

18,000
10%
30
2%
$1,080

97,500
65%
53.00
0%
$30,025

20,000
0%
$300
20%
50

0%
65%
$3.00
0%
50

0

0%
$3.00
2%
$0

8,000
%
$3.00
0%
0

8,000
0%
$3.00
0%
§0

16,000
%
§200
L%
50

15,000
85%
$3.00
0%
$5,850

$105,043

169,856
0%
5.0
2%

$20,383

75,000
20%
0%
0%
$9,000

58,500
65%
53.00
20%
$22,815

21,000
85%
33.00
2%
$8,190

18,000
10%
$3.00
0%
$1,080

97,500
65%
$300
2%
$38,025

20,000
0%
S0
2%
30

0%
85%
$300
2%
$0

0

0%
$3.00
0%
$0

8,000
0%
$3.00
2%
0

8,000
0%
$3.00
2%
$0

16,000
0%
$2.00
X%
$0

15,000
63%
33.00
A%
$5,850

$105383

164,856
0%
$3.00
0%
$19.783

75,000
20%
300%
20%
$0,000

58,500
65%
$3.00
20%
$22,815

21,000
85%
$3.00
20%
$8,190

18,000
10%
$300
20%
$1,080

97,500
65%
$300
20%
$38,025

20,000
0%
$3,00
20%
3

0%
65%
.00
20%
$0

Q9

0%
$3.00
20%
$0

8,000
0%

$3.00
20%
$0

8,000
0%
$3.00
0%
$0

16,000
0%
$2.00
2%
$0

15,000
85%
$3.00
20%
5,350

HMT4

154,855
0%
83.00
20%
$18,563

75,000

2%
300%
0%
$9,000

58,500
65%
$3.00
0%
$22.815

21,000
£5%
$3.00
0%
$8,130

78,000
10%
$3.00
0%
$1,000

97,500
65%
$3.00
€%
$38,025

20,000
0%
$3.00
0%
30

0%
65%
.00
2%
$0

0

0%
.00
0%
$0

8000
0%
$00
2%
50

2,000
0%
3300
20%
$0

16,000
0%

" 200
0%
50
15,000
B5%
$3.00
20%
$5,850

$103,543
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154,856
20%
$2.00
20%
$18,583

75,000
0%
300%
20%
$9,000

58,500
65%
$3.00
20%

$22,815

21,000
65%
$3.00
20%
$8,190

18,000
10%
$3.00
20%
$1,080

97,500
65%
$3.00
20%
$13,025

20,000
0%
$3.00
0%
$0

0%
§5%
$3.00
2%
50

-0
0%
$3.00
20%
$0
8,000
0%
$3.00
20%
50
8000
0%
53.00
0%
50

18,000
0%
$2.00
20%
0

15,000
65%
$00
20%
$5,850

$103,543

154,856
20%
23.00
20%
$13,583

75,000
Wh
200%
0%
55,000

58,500
65%
$3.00
0%
§22,815

21,000
85%
$3.00

20%

$E,190

15,000
0%
$3.00
0%
$1,080

97,500
65%
$3.00
PN%
$38,025

20,000
0%
.00
20%
30

%
65%
.00
0%
$0

Q
0%
$3.00
20%
HY

8,000
0%
300
20%
$0

8,000
0%
$3.00
X%
50

16,000
0%
§2.00
L%
§0

15,000
85%
5300
0%
$5,850

$103,543

154,858
20%
$3.00
2%
$13,583

75,000
W%
200%
0%
59,000

58,500
65%
$3.00
L%
$22815

21,000
5%
$3.00
0%
$6,190

18,000
10%
$3.00
2%
$1,080

97,500
65%
$3.00
0%
538,025

20,000
0%
300
0%
0

0%
65%
$.00
0%
30

0

0%
$3.00
20%
Hy

8000
%
.00
0%
50

8,000
0%
$3.00
0%
$0

16,000
0%
$2.00
0%
$0

15,000
65%
$.00
2%
$5,350

$103,543

154,856
20%
3300
20%
$18,583

75,000
0%
300%
20%
$9,000

58,500
B5%
$3.00
0%

- §22815

21,000
B5%
$3.00
20%
$8,190

18,000
10%
$3.00
0%
41,080

97,500
65%
§3.00
0%
$18,025

20,000
0%
$300
A%
§0

0%
65%
33.00
20%
$0

0

0%
$3.00
20%
$0

8,000
0%
$3.00
20%
50

8,000
0%
pxliag
20%
$0

16,000
0%
5200
0%
S0

15,000
5%
$3.00
2%
$5,350

$103,543

154,856
2%
300
2%
$18,583

75,000
0%
300%
2%
$3,000

58,500
65%
$3.00
20%
$2,45

21,000
65%
$3.00
20%
$8,130

18,000
10%
£3.00
X%
$1,080

97,500
65%
$3.00
0%
$38,025

20,000
0%
$3.00
20%
$0

0%
85%
$3.00
20%
-50

0

0%
$3.00
20%
$0

8,000
9%
$3.00
20%
50

2000
%
$a00
20%
50

16,000
0%
$2.00
2%
50

15,000
66%
$3.00
0%
$5,850

$103,543
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MONTGOMERY COUNTY

Multi-purpese indoor Arena Financial Analysis

8,066 Seat Arana

Revenue Assumption

Arena Capacity
Inflation

Advertising / Sponsorships
Annual Naming Rights
Annual Advertising & Sponsorship Revenue

Parking

Parking Lot Capacity
Peopla per Car
Parking Chamge

Concessions/Novelties

Blended Concession per Cap
Blended Movelty per Cap

Blended Contractor Share / COGS

Club Seals

Number of Club Seats

Increase Fee Every (¢} Years

Price of Club Seat

Escalate Club Seat

Club Seat Expenses as % of Gross Revenues

Loge Seals

Number of Boxes

Number of Seats per Box

Increase Fee Every X} Years

Price of Loge Bex

Escalate Loge Seat

Loge Seat Expenses as % of Gross Revenues

Luxury Suites

Number of Suites

Non-Ravenue Suites

Average Cost Per Suite

Number of People Per Sulte

Luxury Sutte Capacity

Increase Luxury Suites Every {X} Year(s)
Percent Increase '

Luxury Sulte Expenses as % of Gross Revenues

Conference Center
Equipment Rentals

Ticket Surcharge
Amount of Surcharge per ficket?

8,066

250%

it
. §500,000

R I
25
$2.00

$6.50
Csits
60%

€00
1
§1,200

e

10.06% .
24

$7.500
2.50%
10.00%
25

$36,000
12

.3
350%
15.00%

0%

$0.00

Primary Tenant Rent Assumptions
Annual Minimum

Minimum Pericd {Yaars)

Tenant Rent Per Seasen

Number of Events

Average Ticket Price

Tenant Portian of Concesslons / Novelties

Tenant Porticn of Parking

Tenant Portion of Suites

Tenant Porton of Club Seats

Tenant Portion of Loge Seats
Tenant Portion of Gate Receipts
Tenant Postion of Advertising

Tenant Portion of Naming Rights
Tenant Portion of Hockey Advertising

Average Rent Per Event Per Day
Secondary Sports Tenant
Congcerls / Performances

Small Cencerts / Performances
Festivals / Culfural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows

High Scheol Commencement { Cther
Championship Toumaments
Religious

Dirt Shows

Other

Average Attendence

Primary Tenant Events No Show %
Primary Tenant Events

Secondary Sports Tenant
Concerts / Performances

Small Concerls / Periormances
Festivals / Cultural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows

High School Commencement / Other
Champlonship Toumamenis
Religious

Dirt Shows

Cther

Average Ticket Cost

Quner Share (%)

Secondary Sports Tenant
Concerts / Performances
Small Concerls / Performances
Festivals / Cultural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows

High Scheol Commencement / Other
Championship Toumaments
Religious

Dirt Shows
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50
0

36

$7100°

000%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
100.00%

50

§TB06

57,500
$5,000
$7,500
$5,000
53,500
£3,500
$2,500
$3,500
$5,000
57,500
$0

10%

.. 5800

3,600
5,500

3,000

4,500

. 8500
/5,000

3,000

2,000
2,000
4000
5,000

4000 -

0%
$10,00.
$45.00
33500
$15.00
$20.00
$5,00
$35.00
$5.00
$0.00

. $1000

§35.00
$20.00
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MONTGOMERY GOUNTY

Multi-purpose Indoor Arena Financlal Analysis

8,066 Seat Arena
Revenue Assumption

Total Concessions Merchandise
EVENT TYPE #of Events  Average Att Attendance Per Cap Per Cap
Secondary Sports Tenant - 3,000 75,000 $450 0 8075 -
Concerts / Performances : 6,500 58,500 450 -7 8400
$mall Conceris / Performances - 3,000 21,000 BASE N Us400
Festivals / Cultural ; 4,500 18,000 . $0.00
Family Shows A5 6,500 97,500 72
Tradeshows 4 5,000 20,000 SUTTE000:
Stage / Theatrical 0 3,000 0 “o §0.00
Parking Lot Shows o 0 1] -
High Schocl Commencement / Other 4 © 2,000 8,000
Champlonship Toumaments o4 2,000 8,000
Religious 4 4,000 16,000
Dirt Shows - 5,000 15,000 1
Other 0 4,000 0 : 400 ¢ $1.00

Total %
EVENT TYPE #ofEvents  AverageAtt  Aftendance Expenses  Reimbursed
Secondary Sports Tenant % 3,000 75,000 COSTSM L 110%
Cancaris / Performances 9 6,500 ‘ 58,500 $8,000 ' 110%
Small Concerts / Performances 7 3,000 21,600 $6500 C110%
Festivals / Cultural 4 4,500 18,000 110%
Family Shows 15 6,500 97,500 ~ 110%,
Tradeshows 4 5,000 20,000 fo% .
Stage | Theatrical . 0 3,000 0 10%
Parking Lot Shows 0 0 0 110%
High School Commencement / Other 4 2,000 8,000 110%;
Championship Toumaments 4 2,000 8,000 0%
Religlous 4 4,000 15,000 110%
Dirt Shows 3 5,000 15,000 $8,000 110%
Other 0 4,000 0 $3500 0 0%

% Sold by

EVENT TYPE #of Events Paid Attendance  Agency Avy. Charge % Rebate
Primary Tenant 36 178,776 0% o 8300 T A%
Secondary Sparls Tenant 25 75,000 20% © $300 2%
Concerts / Perfomances 9 58500 | 65% - 1 Tt S
Small Concerts / Performances 7 21,000 68% . §3.00 20%
Festivals / Cultural 4 18,000 0% o 8300 0 20%
Fanily Shows 15 97,500 OB TUUUURR0L T 0%
Tradeshows 4 20,000 0%, 5300 20%
Stage / Theatrical 0 0 CUBS% TR0 20%
Parking Lot Shows 0 0 : 0% . $3.00 20%
High School Commencerent { Other 4 8,000 0% 33000 L 0%
Champianship Tounaments 4 8,000 0% ' 5300 - 20%:
Religious 4 16,000 B S (| N
Dirt Shows 3 15,000 o B%% T TSRO0 T 20%
Other 0 0 10% $3.00: C W%
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Attach B

MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
8,066 Seat Arena

Expense Assumptions

Multi-Purpose Arena

PERSONNEL S
Salaries & Benefits “$150 . Per Seat

NON-PERSONNEL

Repairs & Maintenance .. $20°.  PerSeat
Materials & Supplies - $20 © PerSeat
Utilities h $90 Per Seat
Advertising - $20 Per Seat
General & Administrative . $50- . PerSeat
Operating Expense Premium 0%

Operator Fee ko
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C. 10,000 Seat Scenario
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Attach B

MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financial Analysis
10,004 Seat Arena

Non:-Primary Tenant Attendance |

(2009 | 2009 | 2010 | 201 | 2012 J 2013 ] 2014 | 2015

Secondary Sports Tenant

Events 25 25 25 25 25 25 25 25.

Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Total Attendance 75,000 75,000 75,000 75,000 75,000 75,000 75,000 75,000
Concerts { Performances .

Events 6 6 ] 6 6 6 6 6

Average Aftendance 8,500 8500 8,500 8,500 8,500 8,500 8,500 8,500

Tota) Attendance 51,000 51,000 51,000 51,000 51,000 51,000 51,000 51,000
Small Concerts / Performances

Events 7 7 7 7 7 7 7 7

Average Attendance 5,000 5000 5,000 5,000 5,000 5,000 5,000 5,000

Total Attendance 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000
Festivals [/ Cultural

Events . 4 4 4 4 4 4 4 4

Average Attendance 4,500 4,500 4,500 4,500 4,500 4,500 4500 4,500

Total Attendance 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
Family Shows

Events 15 15 15 15 15 15 15 15

Average Attendance 8,500 8,500 8,500 8,500 8,500 8,500 8,500 8,500

Total Attendance 127,500 127,500 127,500 127,500 127,500 127,500 127,500 127,500
Tradeshows

Events 4 4 4 4 4 4 4 4

Average Atendance 5,000 5,000 . 5,000 5000 - 5,000 5,000 5,000 5,000

Total Attendance 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
Stage / Theatrical

Events 1} 0 0 0 0 0 ] 0

Average Attendance 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Total Attendance 0 - 0 0 0 0 -0 0 0
Parking Lot Shows

Events 0 0 0 0 0 0 0 0

Average Attendance 0 0 0 0 0 0 i} 0

Total Attendance 0 0 0 0 - 0 0 0 0
High School Commencement / Other

Events 4 4 - 4 4 4 4 4 4

Average Aftendance 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

Total Attendance 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
Championship Tournaments

Events ] 4 4 4 4 4 4 4 4

Average Attendance 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

Total Attendance 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
Religious

Events 4 4 4 4 4 4 4 4

Average Aftendance 4,000 4,000 4,00 4,000 - 4,000 4,000 4000 4,000

Total Attendance 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000
Dirt Shows

Events 3 3 3 3 3 3 3 3

Average Aftendance 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000

Total Attendance 15,000 15,000 15,000 15,000 15,000 15,00¢ 15,000 15,009
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Attach B

MONTGOMERY COUNTY
Mutti-purpose Indoor Arena Financial Analysis
10,004 Seat Arena

Reimbursable Expenses

Lo ] 200 ) 2o ) 202 ) aees ) oo ) o5 ] 20t

Secondary Sports Tenant
Events 2 25 25 25 25 25 25 25
Expenses per Evant §7.880 35,486 58698 $8,915 $9,138 $9,366 $9.601 39,841
Total Expenses $196,992 $212,139 $17443 $222,879 $228,451 $234,162 $240,016 $246,016
Percent Reimbursable 110% 10% 110% 110% 10% 110% 110% 10%
Tetal Bultding Expenses ($19,699) 521,214 ($21,744) (§22,208) ($22,845) {$23,416) (524,002) (524,602}
Concerts / Performances .
Events [ [} 6 6 [ i 6 3
Expenses per Event $8.405 $6,051 59,278 §9,508 39,747 §9,991 510,24 510,497
Tota! Expenses $50,430 $54,308 $55,665 §57,057 $§58,483 §59,945 $61,444 $62,980
Percent Reimbursable 110% 10% 110% 10% 110% 110% 10% 0%
Total Building Expenses {§5.043) (§5,431) {$5,567) {§5,706) ($5,848) {$5,995) {56,144) (56,298)
Small Concenls / Performances .
Evenls 7 . 7 7 7 7 7 7 7
Expenses per Event §5,629 §7,354 §7,535 37,126 $7,920 58,118 $8,321 $8,529
Tola! Expenses $47,803 351,479 $52,766 $54,085 $55,437 $56,823 §$58,244 $59,700
Percent Reimbursable 110% 10% 110% 110% 110% 110% 10% 110%
Total Building Expenses {$4,780) (§5,148) {§5.277} ($5,409) (§5,544) {$5,682) (85,824) ($5,970)
Festivals / Cultural .
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 $4,526 §4,639 34,755 $4,874 $4.595 5,120 $5,248
Total Expenses $16,810 $18,103 §18,555 $19,019 $15,494 $19,982 $20,461 $20,893
Percent Reimbursable 0% 110% 110% 10% 110%" 110% 10% 0%
Total Building Expenses {§1,881) [$1,810) {$1,856) (51,902} (51,949) {$1,998) {52,048) {52,008}
Family Shows ’
Events 15 15 15 15 15 15 15 15
Expenses per Event 87,354 $7,920 8,118 $8,321 48,529 8,742 38,961 $9,185
Total Expenses $110,316 518,798 §121,758 §124812 $127,932 513113 $134,409 §137,769
Percent Reimbursable 110% 10% 110% i10% 10% 110% 110% 110%
Total Building Expenses {$11,092} (511,880} ($12177) {$12,481) (512,793) {$13,113) (513,441) [$13,717)
Tradeshows .
Events 4 4 4 4 4 4 4 4
Expenses per Event 33677 $3,960 34,059 $4,160 $4,264 43N $4,480 $4,502
Total Expenses §14,709 $15,840 516,236 $16,642 $17,058 517,484 $17,521 $18,369
Percent Reimbursable 110% 110% 110% 110% 110% 110% 10% 110%
Total Bullding Expenses ($1,471) {$1,584) ($1,624) {51,664) {$1,708) {51,748) [51,792) {$1,837)
Stage ! Theatrical
Events a 0 0 0 ] o 0 0
Expenses per Event 32,101 §2,263 32,319 $23m7 §2,037 - 52408 $2,560 52,624
Total Expenses 50 50 50 50 $0 $0 50 30
Percent Reimbursabla 110% 110% 110% 110% 110% 10% 10% 10%
Total Building Expenses $0 $0 $0 §0 50 $0 0 $0
Parking Lot Shows
Events ) 0 0 0 0 a ¢ 0 0
Expenses per Event $1,051 1,131 $1,160 $1,180 §1,218 51,240 §1,280 $1,312
Total Expenses §0 50 50 50 i) 30 ' 30 30
Percent Reimbursable 110% 10% 10% 110% 110% i10% 110% 10%
Total Building Expenses S0 40 50 50 50 $0 S0 $0
High School Commencement / Other
Events 4 4 4 4 4 4 4 4
Expenses per Event 34,203 $4,526 $4,629 34,755 34,6874 $4,885 §5,120 35,248
Total Expenses $16,810 §18,103 $18,555 $19,019 519,494 319,982 $20,481 520,993
Percent Reimbursable 110% 116% 110% 110% 110% L 110% 1t0% 110%
Total Building Expenses ($4,681) {51,810} {$1,856) 151,902} (51,049) (51,998} . {§2,048) (§2,098)
Champlonship Tournaments i
Events * 4 4 4 4 . 4 4 4 4
Expenses per Event §4,203 $4,526 §4,639 §4,755 $4,874 $4,995 . §5120 $5,248
Tota! Expenses 316,810 $18,103 $18,555 $19.619 $19.494 $19,982 $20,481 $20,983
Percent Reimbursable 10% 110% 110% 110% 10% 110% 110% 10%
Total Building Expenses ($1,681) ($1,810) ($1,856) {51,902} ($1,949) ($1,998) . {§2,048) {$2,099)
Religious
Events 4 4 4 4 4 4 4 4
Expenses per Event $4,203 54,526 54,639 54,755 34,874 34,995 $5,120 §5,248
Tota! Expenses ' $16,810 $18,103 $18,555 $19.019 $19,404 §19,982 $20,481 $20,963
Percent Reimbursable 10% 10% 110% 10% 0% 110% 10% 110%
Total Building Expenses {§1,681) (51,8100 (51,856) {§1,902) {41,049} {51,998} ($2,048) {52,099}
Ditt Shows ;
Evenis 3 3 3 3 1 3 3 3
Expenses per Event 58,405 $9,051 £0.278 $9,509 §9,747 $9,891 1241 $10,497
Total Expenses 325,215 $27,154 $27,833 $28,528 $29,242 529,973 $30.722 $31,490
Percent Reimbursable 110% 0% 110% 110% 10% 110% 10% 110%
Total Building Expenses ($2,522) ($2,115) (52,783) {$2,853) ($2,924) ($2,997} ($3,072) [$3,149)
TOTAL {$51,271) {$55,213) (556,593} {558,008) {559,458) {$60,945) {$62,468) {564,030}
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MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financlal Analysis
10,004 Seat Arena

Convenience Charge Rebate

T NPTV NNFTITNNN MFTIFRN NFTTER T M T T T M T

Primary Tenant
Paid Tickels 189,576 185,656 180,656 175,656 165,656 165,856 165,656 165,656 165,656 185,656
% Sald by Agency 20% 20% 0% 20% 2% 20% 20% 2% 20% 0%
Average Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 §3.00 $3.00
% Rebats ” W% 20% 20% 20% 20% 20% 20% 20% 0% 0%
Building Rebate $22,749 $22.219 $21.67¢ $21,070 19,879 $19,879 §19,879 $19,879 $19,879 $19,879
Secondary Sporls Tenant
Paid Tickels 75,000 75,000 75,000 75,000 75,000 75,000 75000 . 75000 75,000 75,000
% Sold by Agency 0% 20% 0% 20% 2% 0% 0% 20% 20% 2%
Average Charge 300% 300% 300% 0% 300% 300% 300% 30% 300% 300%
- % Rebale H% 2% 0% 0% 20% 20% 0% 0% 2% 0%
Building Rebate $3,000 $3,000 $9.000 52,000 $9,000 $9,000 $9,000 $9,000 $5,000 $5,000
Concarls / Parformances i
Paid Ticksts 51,000 51,000 51,000 51,000 53,000 51,000 51,000 51,000 §1,000 51,000
% Sold by Agancy 85% 65% 5% 65% 65% 65% 65% 65% 85% 85%
Average Charge 300 $3.00 $3.00 $3.00 300 $3.00 $3.00 $3.00 $3.00 $3.00
% Rebale . 0% 20% 0% 20% 0% 20% 20% 20% 20% 20%
Building Rehate N $19,890 $19,890 §19,380 $19,880 $19,820 $19,890 $19,880 $19,890 $19,890 §19,890
Small Concerts { Performances
Paid Tickats 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000
% Sold by Agency 65% 5% 5% 65% 65% 65% 65% 65% 65% 65%
Avarags Charge $3.00 $3.00 $3.00 $3.00 £3.00 5300 $3.00 $3.00 $3.00 $3.00
% Rebale - 20% 20% 0% 20% 20% 20% 20% 20% 20% 20%
Building Rebate $13,650 13,650 §13,650 $13,650 $13,650 $13,650 $13,650 $13,650 $13,650 $13,850
Festivals / Cullural
Paid Tickels 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
% Sold by Agency 10% 10% 10% 10% 10% 10% 10% 10% 10% 0%
Averaga Charga $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $300 $3.00 $3.00 $300
% Rebate . 20% 20% 20% 20% 0% 20% 20% 0% 20% 20%
Building Rebate $1,080 $1,080 $1,080 $1,080 $1,080 $1,080 $1,080 $1,080 §1,080 $1,080
Family Shows .
Paid Tickels 127,500 427 500 127,500 127,500 127,500 127,500 127,500 127,500 127,500 127,500
% Sold by Agancy 65% 65% B5% B5% 65% 65% 65% 55% 65% 65%
Averaga Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $2.00 $3.00 8300
% Rabate 20% 20% 0% 20% 20% 0% 20% 20% 20% 20%
Building Rebata §49,725 $49,725 $43,725 $48,725 §49,725 $49,726 $49,725 49,725 $43,128 $49,725
Tradeshows .
Paid Tickels 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
% Sold by Agancy 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Average Chargs $3.00 3300 33.00 $3.00 $3,00 $3.00 $300 $3.00 $2.00 $3.00
% Rebata 20% 20% 2% 0% 0% 0% 0% 20% 20% 0%
Bullding Rebata $0 $0 $0 $0 54 st $0 $0 $0 50
Slage { Theatrical . .
Paid Tickels % 0% 0% 0% 0% 0% 0% 0% 0% 0%
% Sold by Agency §5% §5% 65% 65% 65% 65% 65% B5% B5% T B5%
Average Gharga $3.00 $3.00 3300 33.00 $3.00 $3.00 $3.00 $3.00 $1.00 $a00
% Rebate 20% 20% 20% 20% % 20% 20% 20% 20% 20%
Building Rebate 0 $0 50 $0 $0 $0 $0 50 $0 $¢
Parking Lot Shows
Paid Tiekets 0 0 Q. 0 0 0 o )] 0 0
% Sold by Agency 0% 0% 0% 0% 0% 0% % 0% : 0% 0%
Average Charge $3.00 33.00 $3.00 $3.00 £3.00 33.00 $3.00 $3.00 $3.00 $3.00
% Rebate 0% 20% 20%- 20% 20% 20% 20% 20% 0% 0%
Building Rebate 50 $0 50 0 $0 $0 $0 50 50 $0
High Schod Commsncement { Cther
Paid Tickets 8,000 8,000 8,000 8,000 &000 - 8,000 8,000 2,000 8,000 5,000
% Sold by Agancy 0% 0% 0% % 0% 0% 0% 9% 0% 0%
Average Charge $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 33.00 $3.00 $3.00
% Rebale 20% 2% 0% 20% 0% 0% 20% 0% 20% 2%
Building Rebata $0 $0 Tos0 0 0 0 $¢ $0 %0 50
Championship Tournaments .
Paid Tickets - 8,000 8,000 8,000 8,000 2,000 8,000 §,000 8,000 8,000 £,000
% Sold by Agancy 0% 0% P 0% % 0% 0% 0% 0% 0%
Average Chatge $3.00 $3.00 £3.00 $3.00 $3.00 $3.00 $3.00 $3.00 $3.00 5300
% Rebals 20% 2% 0% 20% 20% 20% 20% 20% 20% 2%
Bullding Rebate $0 $¢ 30 $0 $0 $0 $0 $0 $0 $0
Religious
Paid Ticksts 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000
% Sold by Agency - 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Averaga Charge §2.00 . $2.00 $2.00 $2.00 $2.00 $2.00 $200 52.00 $2.00 $2.00
% Rebale 20% 2% 0% 0% 20% 0% 20% 2% 20% 20%
Building Rebate $0 $0 50 50 $0 $0 $0 L $0 0
Dirt Shows
Paid Tickets 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
% Sald by Agency 65% 65% 69% 65% 65% 65% B5% §3% 65% 65%
Averaga Charge . §3.00 $3.00 $3.00 $3.00 $31.00 $3.00 $3.00 $3.00 $3.00 $3.00
% Rebals 20% 20% 0% 20% 20% 20% 2% 0% 0% 0%
Bullding Rebate $5,850 $5,850 $5.350 $5,850 $3,850 §5,850 $5,850 $5,850 §5,850 $5,850
TOTAL REBATE $121,944 $124,4714 $120,874 §120.274 $110,074 $119,074 $119,074 $119,074 $119,074 §119,074
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MONTGOMERY COUNTY

Multi-purpose Indoor Arena Financial Analysis

10,004 Seat Arena

Revenue Assumption

Arena Capacity 10,004
Inflatian 250k
Advertising I Sponsorships L B
Aanual Naming Rights $275,000¢ -
Annuzl Advertising & Spansarship Revenug 500,000
Parking

Parking Lot Capacity

People per Car

Parking Charge

CenhcessionsNoveltios o )
Blended Concession per Cap $6.50 .
Blenced Novelty per Cap . 8118
Blended Contractor Share f COGS 60%
Club Seats - ]

Number of Club Seals 600
Increase Fee Every (X} Years o1
Price of Club Seat C§.200
Escalaie Club Seat | 250%
Ciub Seat Expenses as % of Gross Revenues 10.00%
Loge Seafs

Number of Boxes 24
Number of Seats per Bex 4
Increase Fee Every {X} Years

Price of Loga Bex . §7.800
Escalale Loge Seat ' | 250%
Loge Seat Expenses as % of Gross Revenues 14.00%

Luxury Suites

Nurnber of Suites 25
Non-Revenue Sultes .7
Average Cost Per Suite $36,600
Number of People Per Suite 12
Luxury Suite Capacity

Increase Euxury Suites Every {X} Year(s) 3
Percent Increase . 350%
Luxury Suite Expenses as % of Gross Revenuss 15.00%
Conference Center

Equipment Rentals 0%
Ticket Surcharge

Amount of Surcharge per ticket? $0.00

Primary Tenant Rent Assumptions
Annua! Minimum

Minimum Period (Years)

Tenant Rent Per Season

Number of Events

Average Ticket Price

Tenant Portion of Concessions / Novelties

Tenant Portion of Parking

Tenant Pertion of Suiles

Tenant Porfion of Club Seats

Tenant Perfion of Loge Seals
Tenant Pertion of Gate Recelpts
Tenant Portion of Advertising
Tenant Porfion of Naming Rights
Tenant Pertion of Hockey Advertising

Average Rent Per Event Per Day
Secondary Sports Tenant
Caoncerts / Performances

Smal: Concerts / Performances
Festivals / Cultural

Family Shows

Tradeshows

Siage / Theatrical

Parking Lot Shows

High Schoal Cemmencement / Other
Championship Toumaments
Religicus

Dirt Shows

Other

Average Aftendence

Primary Tenant Events No Show %
Primary Tenant Events

Secendary Sports Tenant

Concerts / Performances

Small Concerts / Perfformances
Festivals / Gultural

Famity Shows

‘Tradeshows

Stage / Theatrical

Parking Lot Shows

High School Commencament / Other
Championship Toumaments
Religious

Dirt Shows

Other

Average Ticket Cost

Owner Share (%}

Secondary Sports Tenant
Concerts / Performances

Small Conceris / Performances
Festivals / Cultural

Family Shows

Tradeshows

Stage / Theatrical

Parking Lot Shows

High Scheel Commencement / Other
Championship Toumaments
Religious

Dirt Shows
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$
'$7.500

87,500

$5,000
$7,500
$5,000
$3,500
$3,500
$2,500
53,500
$5,000
$7,500
30

o
C8100,

3,000

s
i 5000
" ds0
CUBE00
e

3,000

2,000

2000 .
A000 -

5,000
4,600

0%

- 81000

§45.00
$35.00

-, $1500°
$20.00

$5.00
$35.00
3540

$000
*si0g0

$25.00
$2000
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Attach B

MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
10,004 Seat Arena
Revenue Assumption

Total Concessions Merchandise
EVENT TYPE #of Events  Average Att  Atfendance Per Cap Per Cap
Secondary Sports Tenant s 3,000 7A000 - %450 - ¢ 3075
Concerts / Performances PN I 8,500 5,000 ¢ 8450 i S400
Small Concerls / Performances e 5,000 35000 . Usasp ]
Festivals / Cultural 4 4,500 18,000 : $4.00
Family Shows g5 8,500 127500 00
Tradeshows 4 5,000 20000 ;- $050
Stage / Theatrical 0 3,000 0 o $250
Parking Lot Shows o ¢ 0 C§000
High Schooi Commesncement / Other & 2,000 000 %050
Champicnship Toumaments 4 2,000 8,000 CUUsE0C . TUS050
Religious 4 4,000 16000 . 8200 - ]
Dirt Shaws - 5,000 15,000 - X' P ¥ N1
Other 0 4,000 1] $4.00.

Total %
EVENT TYPE #ofEvents  AverageAtt  Altendance  Expenses  Reimbursed
Secondary Sparts Tenant 25 3,000 75,000 O §7H00 0 o 110%
Concerts / Performances [ 8,500 51,000 $8,000 s 1M0%
Small Concerls / Performances 7 5,000 35000 0 $6500 - 110%
Fesiivals { Cultural ) 4,500 | 18,000 $4,000 1M0%
Family Shows 15 8,500 127,500 CO$TA00 0 T M10%
Tradeshows 4 5,000 20,000 CU 83800 - 110%
Stage / Theatrical 0 3,000 0 $2,000 110%
Parking Lot Shows 0 1} 0 $1,000 110%
High Scheel Commencement / Other 4 2,000 8,000 34,000 110%
Championship Toumaments 4 2,000 8,000 $4.000 110%
Religious 4 4,000 16000 . C$4000 - 0%
Dirt Shows 3 5,000 15000 © $8000 .0 110%
Other 0 4,000 0 o §3500 - A10%

% Sold by

EVENT TYPE ] #ofEvents Paid Aftendance  Agency Avg. Charge % Rebate
Primary Tenant 3 189,676 20% © 0 $300 L W%
Setondary Spors Tenant 5 75,000 0% $3.00 . 0%
Concerts / Performances 6 54,000 65% $ato 0%
Small Cancerts / Perfarmances T 35,000 68% - $ao0 . 2%
Festivals / Cultural 4 18,000 10% 5300 7 20% .
Faniily Shows 15 127,500 B5% 0 s3p0C T now T
Tradeshows 4 20,000 0% 3300 ’ 20%
Stage / Theatrical 0 1] . 6%% T 8300 S 0%
Parking Lot Shows 0 [} 0% : $3.00 . 20%
High School Commencement / Other 4 8,000 0% .$300°0 0 20%
Championship Toumaments 4. 8,000 0% §300 - 0 20%
Religicus 4 16,000 C o 5200 A%
Dist Shows 3 15,000 CUES% T §sbo . e
Qther 0

0 10% $300: . 20%
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- Attach B

MONTGOMERY COUNTY
Multi-purpose Indoor Arena Financial Analysis
40,004 Seat Arena

Expense Assumptions

Multi-Purpose Arena

PERSONNEL

Salaries & Benefits : $150- " PerSeat
NON-PERSONNEL

Repairs & Maintenance . 830 PerSeal
Materials & Supplies 820 Per Seat
Utilities ©890 Per Seat
Advertising © 890 PerSeat
General & Administrative’ . $50°  PerSeat
Operating Expense Premium 0%

Qperator Fee 80
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SMG
MONTGOMERY COUNTY ARENA

OPERATING PROFORMA STATEMENT

(8,500 fixed seats)

August 20, 2008

THIS REPORT IS BASED ON PROJECTIONS, ESTIMATES, ASSUMPTIONS AND INFORMATION FROM SUPPLEMENTAL
RESEARCH. CHANGES IN THE MARKET, ITS ENVIRONMENT AND THE NATIONAL MARKETPLACE, ALONG
ALONG WITH ASSUMPTIONS THAT DO NOT MATERIALIZE COULD DICTATE VARIATIONS IN THE ESTIMATED
RESULTS. THEREFORE, ACTUAL RESULTS ACHIEVED MAY VARY FROM THE ESTIMATES.

SMG Proprietary and Confidential - © 2008
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
MAJOR ASSUMPTIONS

General: .
t.  Thearenawill have appreximately 8,500 fixed seats with capability for 1,500 on the floor.

2. ‘Total square footage of appriximately 230,000 s.f.

3. The following premium seating elements will include;
30 Executive Suites with 12 seats each
750 Club Seats with VIP Club Lounge . P
24 loge boxes with 4 seat each

4. The facililies used for comparison purposes are:
Verizon Wireless Arena (Manchester, NH), Van Andel Arena (Grand Rapids, M}, Gwinnett Center {Duluth, GA) and
Wachovia Arena (Wilkes-Barre, PA).

§. The event and attendance assumptions are based upon the SMG’s industry éxperience, resuits at similar facilities, and SMG's
knowledge and relationships in the local marketplace. -

6.  The proforma does not include any events related to Montgemery College which may be part of the development deal.
7. The proforma does not include revenues related to any retail space which may be included in the design.
Revenué:

1. Netrental income is based upon industry standards, SMG's expetience in similar marketsffacilities.’

2. Food & Beverage Is assumed te be managed in-house by SMG, Gross sales are estimated at approximately
$2.5M, with the operation yielding a 41% net income to the facility prior to any sharing with tenants.

3. Merchandise is assumed to be handled in-heuse and the net prefit margin is assumed to be 10-15% based upon industry
averages.

4, There are assumed to be at least 3,000 revenue generating parking spaces available to the operations of the Arena. itis
assumed that there will be parking available for premium seating patrons.

&,  Ticketing Incentives are assumed to vary by event per contract based upon the type of event
and ticket price. This also includes facility income from will-call orders, mail orders and 'at-home'
printing. It is assumed that any fees generated from tenant events would be retained by the tenant.

6.  Facility fees are assumed to be $2.00 per ticket with the exception of family shows and collegiate events. Fees are assumed to
split with concert promoters to entice even!s into the faciiity. '

7. Luxury seating sales are assumed to be handled in-house.

Suite leases are assumed to include tickets to all tenant events, with the ability to purchase additional standing-

roorn tickets, These tickets are assurned o be off the ticketing vendor manifest and the revenue from these

tickets will be retained by the Arena. Suite leases are also assumed to include parking, the value of which is deducted
from the suite premium.

Club Seats are assumed to yield a minimum $500 per seat premium to the facility regardless of whether or not the
purchase of a Club Seat includes tickets to tenant or other events.

8.  Adverlising sales are assumed to be handled in-house by SMG slaff. The income assumed in this proforma
is based upen SMG's experiece in similar facilities and markets.

9.  Naming Rights is based upon the most recent deals in the most comparable markets:

Market Sponsor $ Term Avg $ # Seats
Tulsa, OK Bank of Kentucky $11,000,000 20 $550,000 18,000
Oklahoma City, OK Ford Dealers $8,100,000 15 $540,000 18,000
Omaha, NE Qwest Communications $14,000,0C0 15 $933,333 17,000
Des Moines, 1A Wells Fargo $11,500,000 20 $575,000 17,000
Albany, NY Times Union {Hearst Co.) $3,500,000 10 $350,000 17,500
Bakersfield, CA Rabobank ’ $2,500,000 10 $250,000 10,000
Manchester, NH Verizon Wireless $4,125,000 15 $275,000 12,000-
' Wilkes-Barre, PA Wachovia Bank $2,300,000 10 $230,000 9,000
Bossier City, AR CenfturyTel $5,000,000 10 $500,000 18,000
Reading, PA Sovereign Bank $3,000,000 15 $200,000 8,000
Wichita, KS INTRUST Bank $8,750,000 25 $350,000 12,000
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SMG

MONTGOMERY COUNTY ARENA -
OPERATING PROFORMA STATEMENT
MAJOR ASSUMPTIONS

Expenses:

1.

All cperating expenses are based upon SMG's experience in similar facilities and assumes most! services
will be handled on an in-house basis or sub-contracled by SMG.

Liability Insurance expenses are based on SMG's industry clout and leverages policy rates.

Utilities are assumed at $800,000 based upon SMG's expereince in similar markets and venues, This should be examined
as the venue draws closer to designfconstruction, as well as once a further understanding of how the arena will be monitored ic
gained. As a result, this figure could change significantly. :

Managent Fees/Profit split amount is a placeholder and is subject fo change based upon the final terms of the
management agreement.

This proforma does not include:
Operator Fees/Profit Split
Property Insurance
Propenrty Taxes
Debt Service
Rent/Lease Payments to Mantgomery College or the County.
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

LEAD INCOME STATEMENT .
| YEAR1 || YEAR2 | | YEAR3 || YEAR4 || YEARS |
Total # of Events 123 125 128 128 i28
Total Annual Attendance 441,500 442,450 443,750 443,750 443,750
EventIncome
Met Rental Income $653,500 $677.530 $703,009 $729,705 $757,717
Ancillary Income
Food & Beverage $B65,355 $910,138 $960,956 $999,084 $1,039,047
Novelty ' 73,275 92,586 96,289 100,141 104,147
Parking 418,200 434,928 452,325 470,418 489,235
Total Ancillary $1,356,870 $1,437,652 $1,509,570 $1,569,643 $1,632,429
Other Event Related Income
Ticket Incentives $371.410 $386,175 $399,609 $410,421 $424,662
Facility Fees 384,000 384,000 384,000 384,000 384,000
Luxuy Suite Ticket Sales 120,400 125,216 130,225 135,434 140,851
Total Other Event Related $875,810 $895,3941 $913,924 $929,854 $949,513
_Total Event Income $2,886,1581 $3,010,573 53,126,503 $3,220,202 $3,339,669
Other Operating Income . 3,034,480 3,119,818 3,208,089 3,299,395 3,383,843
Adjusted Gross Income $5,920,661 56,130,301 56,334,593 $6,528,597 $6,733,501
Operafing Expenses . :
Labor Costs $1,820,484 $1,875,099 $1,931,351 $1,989,292 $2,048,971
General & Administrative 278,500 285,463 292,599 299,914 307,412 .
Qperations 484,000 537,975 592,049 606,851 622,022
Utilities . 800,000 832,000 865,280 889,891 935,887
Insurance 106,441 108,348 113,445 113,763 114,091
Total Indirect Expenses $3,489,425 $3,640,384 $3,794,725 $3,909,711 $4,028,382
Net Operating Income/[Loss) $2,431,235 $2,400,007 $2,539,868 $2,618,886 $2,705,119

(before mgt. fees, prapery taxes, property insurance, lease payments or dabt service}
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

OTHER OPERATING INCOME
[ YEAR1T || VEARz | [ YEARs | [ YEARa | [ YEARS5 |
Advertising & Sponsorship Income :
Advertising 750,000 780,000 811,200 843,648 877,394
Naming Rights 500,000 500,000 500,000 500,000 500,000
Premium Seating Income .
Luxury Suite Premiums 934,080 962,102 990,965 1,020,694 1,051,315
Loge Box Premiums 370,000 381,100 392,533 404,309 416,438
Club Seat Premiums 300,000 309,000 318,270 327,818 337,653
Suite Ticket Sales ) 120,400 125,216 130,225 135,434 140,851
Other Miscellaneous . , )
Interest Income 35,000 36,400 37,856 39,370 40,945
Other Miscellaneous 25,000 26,000 27,040 28,122 29,246

Total $3,034,480 $3,119,818 $3,208,089 $3,299,395 $3,393,843
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
GROSS REVENUES

[ YEarR1 | [ YEArz [ vears | [ VvEArRa | [ YEAR5 |

Ticket Sales : $10,010,000 $10,310,300 $10,619,609 $10,938,197 $11,266,343
Rental Income 1,307,000 1,355,060 1,408,018 1,459,410 1,515,434
Food & Beverage 2,626,320 - 2,756,073 2,901,468 3,016,769 3,137,440
Novelty 782,500 813,800 846,352 880,206 915,414
Parking 522,750 543,660 565,406 588,023 611,544
Advertising . 750,000 780,000 811,200 843,648 877,394
Naming Rights 500,000 500,000 500,000 500,000 500,000
Luxury Suite Premiums 1,400,000 1,442,000 1,485,260 1,529,818 1,575,712
Club Seat Premiums $300,000 $309,000 $318,270 327,818 $337,653

TOTAL $18,198,570 $18,809,893 $19,453,583 $20,083,889 $20,736,934
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SMG.
MONTGOMERY COUNTY ARENA

OPERATING PROFORMA STATEMENT

SECTIONB
EVENT SUMMARIES
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SMG

MONTGOMERY COUNTY ARENA
PROFORMA OPERATING STATEMENT
5 YEAR EVENT SUMMARY SCHEDULE

YEAR 1 YEAR 2 YEAR 3
# Events Total Attd. Ava, Attd # Events Total Attd. Avg, Atid # Events Total Aftd. Avg, Attd
Indoer Lacrosse 8 36,000 4,500 8 38,000 4,500 8 36,000 4,500
ECHL Hockey 36 144,000 4,000 . 36 144,000 4,000 36 144,000 4,000
Family Shows . 20 70,000 3,500 20 70,000 . 3,500 20 70,000 3,500
Arena Football 2 8 28,000 3,500 8 23,000 3,500 8 28,000 3,500
Concerts - 18 108,000 6,000 18 108,000 6,000 18 108,000 6,000
Religious / Conventions 3 9,000 3,000 3 2,000 3,000 3 9,000 3,000
Graduations / Civic 5 17,500 3,500 5 17,500 3,500 5 17,500 3,500
Professional Wreslling 1 5,000 5,000 1 5,000 5,000 1 5000 5,000
Other Sporting Events 2 12,000 6,000 2 12,000 6,000 2 12,000 6,000
Motorsports 2 8,000 4,000 2 8,000 4,000 2 8,000 4,000
Banquets / Meetings / Parties 20 4,000 200 22 4,950 225 25 6,250 250
TOTALS 123 441,500 3,589 125 442,450 3,540 128 443,750 3,467

YEAR 4 YEAR 5
# Events Total Attd. Avg, Attd # Events Total Attd. Avg, Attd
-Indoor Lacrosse 8 36,000 4,500 8 36,000 4,500
ECHL Hockey 36 144,000 4,000 36 144,000 4,000
Family Shows 20 70,000 3,500 20 70,000 3,500
Arena Football 2 8 28,000 3,500 8 28,000 © 3,500
Concerts 18 108,000 6,000 18 108,000 6,000
Religious / Conventions 3 9,000 3,000 3 9,000 3,000
Graduations / Civic 5 17,500 3,500 ] 17,500 3,500
Professional Wrestling 1 5,000 5,000 1 5,000 5,000
Other Sporting Events 2 12,000 6,000 2 12,000 6,000
Motorsports 2 8,000 4,000 2 8,000 4,000
Banquets / Meetings / Parties 25 5,250 250 25 6,250 250
TOTALS 128 443,750 3,467 128 443,750 3,467
[ eart Year 2 Year 3 Year 4 Year5 |

Indoor Lacrosse 8 8 [ B 8

ECHL Hockey 36 36 36 36 <l-]

Family Shows 20 20 20 20 20

Arena Football 2 8 8 8 8 8

Conceris 18 18 18 18 18

Religious / Conventions 3 3 3 3 3

Graduations / Civic 5 5 5 5 5

Professional Wrestling 1 1 1 1 1

Other Sporting Events 2 2 2 2 2

Motorsports 2 2 2 2 2

Banquets / Meetings / Parties 20 22 25 25 25.

TOTALS 123 125 128 128 128
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

SECTION C
INDIRECT EXPENSE SUMMARY
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MONTGOMERY COUNTY ARENA
PROFORMA OPERATING STATEMENT
INDIRECT EXPENSE SUMMARY

Labor Costs .
Salaries
Taxes & Benefits
Part-Time Labor
Total Labor

Geperal & Administrative
Advertising/Website/PR
Professional Fees {legal & audit)
Bank & Credit Card Charges
Telephone/Cable
Computer/Data Processing
Office Supplies
Postage
Printing & Photegraphy
Uniforms
Meetings & Conventions
Travel & Entertainment
Dues & Subs
Employee Training
Licenses & Permits
Miscellaneous

Total General & Administrative

Operations
Operations/Janitorial Supplies
Confracted Services/Sve. Agreements
General Repairs & Maintenance
Exterminating
Landscaping
Snow Removal
Trash Removal
Equipment Rental
Miscellaneous

Total Operations

Utilities
Electricity
Heating Fuel
Water & Sewage

Total Utilities

Insurance
see supporting schedule

Total Indirect Expenses

Attach B-

YEAR 3

YEAR 1 YEAR 2 YEAR 4 YEARS |
$1,342,680 $1,382,960 $1,424,449 $1,467,183 $1,511,198
402,804 414,888 427,335 440,155 453,359
75,000 77,250 79,568 81,955 84,413
$1,820,484 $1,875,009 $1,931,351 $1,989,292 $2,048,971
$75,000 $76,875 $78,797 $80,767 582,786
20,000 20,500 21,013 21,538 22,076
5,000 5125 5,253 5,384 5,519
47,500 48,688 49,905 51,152 52,431
40,000 41,000 42,025 43,076 44,153
12,000 12,300 12,608 12,923 13,245
40,000 10,250 10,506 10,769 11,038
20,000 20,500 21,013 21,538 22,076

: 7,500 7,688 7,880 8,077 8,279
15,600 15,375 15,759 16,153 16,557
12,600 12,300 12,608 12,923 13,246
5,000 5,125 5,253 5,384 5519
2,500 2,563 2,627 2,692 2,760
2,000 2,050 2,101 2,154 2,208
5,000 5,125 5,253 5,384 5,519
$278,500 $285,463 $292,599 $299,914 $307,412
225,000 250,000 275,000 281,875 288,922
110,000 112,750 115,569 118,458 121,419
100,000 125,000 150,000 153,750 157,594
1,500 1,538 1,576 1,615 1,656
5,000 5,125 5,253 5,384 5519
8,000 6,150 6,304 6,461 6,623
30,000 30,750 31,519 32,307 33,114
1,500 1,538 1,576 1,615 1,656
5,000 5,125 5253 5,384 - 5,519
$484,000 $537,975 $592,049 $606,351 $622,022
650,000 676,000 703,040 731,162 760,408
120,000 124,800 129,792 134,984 140,383
30,000 31,200 32,448 33,746 35,096
$800,000 $832,000 $865,280 $899,891 $935,887
$106,441 $109,848 $113,445 $113,763 $114,091
$3,489,425 $3,640,384 $3,794,725 $3,909,711 $4,028,382
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- MONTGOMERY COUNTY ARENA

OPERATING PROFORMA STATEMENT

SECTIOND
- - OTHER SUPPORTING SCHEDULES
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SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
LUXURY SUITES REVENUES

[ vear1 | [ vearz |} | vears | [ vear4 | [ YEARS |

# Suites 30 30 30 30 30
Less: Sponsors, Cwner, etc. 2 (2) (2) (2) (2)
Total Suites Available for Sale 28 28 28 28 28
Number of Suites Sold 28 28 28 28 28
% of Suites Sold 100% 100% 100% 100% 100%
Average Annual Premium per Suite $50,000 $51,500 $53,045 $54,636 $56,275
Parking Passes Per Suite 4 4 4 4 : 4
Cost per Parking Pass $5.00 $5.15 $5.30 $5.46 $5.63
Average Number of Seats Per Suite 12 12 12 12 12
Cost Per Ticket per Game $25.00 $25.75 $26.52 $27.32 328,14
Total Number of Tenant Games 52 52 52 52 ’ 52
Annual Lease Price . $50,000 $51,500 $53,045 $54,636 $56,275
l.ess: Annual Tickets to Tenant Events {$15,600) ($16,068) ($16,550) ($17.047) ($17,558)
Less: Annual Cost of Parking Passes (81,040) (81,071) {$1,103) {$1,136) {$1,171)
Annual Premium Per Suite $33,360 $34,361 $35,392 $36,453 $37,547
# Suites Sold 28 28 28 28 - 28
TOTAL ANNUAL SUITE PREMIUMS $934,080 $962,102 $990,965 $1,020,694 $1,051,315
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"MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
CLUB SEAT REVENUES

Total Seats Available for Sale
Number of Seats Sold
% of Suites Sold

Average Annual Premium per Seat

Parking Passes Per Seat
Cost per Parking Pass

Cost Per Ticket per Game
Total Number of Tenant Games

Annual Lease Price
Less: Annual Tickets to Tenant Events
Less: Annual Cost of Parking Passes
Annual Premium Per Seat
# Seats Sold

- TOTAL ANNUAL CLIB SEAT PREMIUMS

Attach B

I YEAR1 | [ Yearz | [ Years | [ YeAr4 | [ YEARS |
750 750 750 750 750
600 600 800 600 600
80% 80% 80% 80% 80%
$500 $515 $530 $546 $563
0.00 0.00 -0.00 0.00 0.00
$5.00 $5.15 $5.30 $5.46 $5.63

$0.00 $0.00 $0.00 $0.00 $0.00
0 0 0 0 ]
$500 $515 $530 5546 $563
$0 30 $0 $0 $0

$0 50 $0 $0 $0
$500 $515 $830 $546 $563
800 600 600 600 500
$300,000 $309,000 $318,270 $327,818 $337,653
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MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

LOGE BOX REVENUES

# Loge Boxes

Less: Sponsars, Gwner, etc.

Total Loge Boxes Avaitable for Sale
Nurnber of Loege Boxes Sold

% of Loge Boxes Sold

Average Annual Premium per Loge Box

Parking Passes Per Loge Box
Cost per Parking Pass

Average Number of Seats Per Loge Box
Cost Per Ticket per Game
Total Number of Tenant Games

Annual Lease Price

{ess: Annual Tickets to Tenant Events
Less: Annual Cost of Parking Passes
Annual Premium Per Loge Box

# Loge Boxes Sold

TOTAL ANNUAL LOGE BOX PREMIUMS

[vEarR1 | [ veArz | [ vEaRs | [ YEAR2 | | YEARS |
_ 24 24 - 24 24

24

(2} 2 2) {2) {2

23 22 22 22 22

20 20 - ) 20 20
91% 91% 1% 91% 91%
$25,000 $25,750 $26,523 $27,318 $28,138
1 1 1 1 1

$5.00 $5.15 $5.30 $5.46 $5.63

4 4 4 4 4
$30.00 $30.90 $31.83 $32.78 $33.77
52 52 52 52 52
$25,000 $25,750 $26,523 $27,318 $28,138
($6,240) ($6.427) (6,520) (36,819)  (37,023)
($260) (3268) ($276) (3284) (3293)
$18,500 $19,055 $19,627 $20,215 $20,822
20 20 20 20 20
$370,000 $381,100 $392,533 $404,309 $416,438
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MONTGOMERY COUNTY ARENA

OPERATING PROFORMA STATEMENT

LUXURY SUITE TICKET SALES CALCULATION

# of Non-Tenant Events

Per Event

Total Number of Suites
Tickets Available per Suite
Tickets Available for Sale

" % of Tickets Sold
# of Tickets Sold

Total Annual Tickets Sold
Average Ticket Price

TOTAL SUITE TICKET SALES

28

112

YEAR 1 YEAR2 | [ YEAR 3 YEAR 4 YEAR §
43 43 43 43 43
28 28 28 28 28
4 4 4 4 4
112 112 112 112 112
50% 50% 50% 50% 50%
56 56 56 56 56
2,408 2,408 2,408 2,408 2,408
$50.00 $52.00 $54.08 $56.24 $58.49
$120,400 $125,216 $130,225 $135,434  __ $140,851
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SMG
MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
INSURANCE CALCULATION

| YEAR1 | | YEAR2 | ] YEAR3 | | YEAR 4 I YEAR 5
Attendance 441,500 442,450 443,750 443,750 443,750
General Liability 0.172 $75,938 0.177 $78,384  0.1825 $80,973 0.1879 $80,973 01936 $80,973
Excess Liability V% 20,503 i 21,164 21,863 21,863 21,863
Aute $2,500 $2,575. $2,652 $2,732 $2,814
Perscnal Property 6,000 6,180 $6,365 $6,556 $6,753
Crime 1,500 1,545 $1.591 $1,639 $1,688
Insurance Total $106,441 $109,848 $113,445 $113,763 $114,091
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MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT

SECTION E
SALARIES & RELATED EXPENSES

B-105

Attach B



SMG

MONTGOMERY COUNTY ARENA
OPERATING PROFORMA STATEMENT
SALARIES & RELATED EXPENSES

Dept Title

Executive
General Manager
Executive Asst'HR Coor.
Receptionist
Subtotal

Finance
Director of Finance
Accounting Manager
Accounting Clerk
Subtotal

Sales & Marketil;g

Director of Sales & Marketing
Group Sales Marketing Mar.

Marketing Coordinator
Subtotal

Box Office '
Box Office Manager
Assistant Box Office Mgr.
Box Office Supervisor

Subtotal

Event Management
Event Coordinator
Premium Seating Manager
Securtty Manager
Security Guard
Subtotal

Operations
Director of Operations
Operations Manager
Operations Supervisor
Chief Engineer
Operations Workers
Janitorial Workers
lce Technician

Subtotal

Part-Time Wages

Total All Departments:

Attach B

YEAR 1
Payroll
Burden
FTE Compensation 30% TOTAL

1 130,000 39,000 169,000
1 40,000 12,000 52,000
1 30,000 9,000 39,000
3 200,000 60,000 260,000
1 77,000 23,100 100,100
1 42,500 12,750 55,250
1 32,500 9,750 42,250
3 152,000 45,600 197,600
1 77,000 23,100 100,100
1 35,000 10,500 45,500
1 30,000 9,000 30,000
3 142,000 42,600 184,600
1 45,060 13,600 58,500
1 35,000 10,500 45,500
1 30,000 9,000 39,000
3 110,000 33,000 143,000
1 35,000 10,500 45,500
1 40,000 12,000 52,000
1 47,000 14,100 61,100
5 130,000 39,000 169,000
8 252,000 75,600 327,600
1 77,000 23,100 100,100
1 50,000 15,000 65,000
1 45,000 . 13,500 58,500
1 70,000 21,000 91,000
5 156,000 46,800 202,800
2 43,680 13,104 56,784
1 45,000 13,500 58,500
12 486,680 146,004 632,684

- 75,000
32 1,342,680 402,804 1,820,484

B-106



The Economic Feasibility of a
- Montgomery County, MD Arena

Preliminary Study

Submitted by:

CABER, Towson University
& Sage Policy Group, Inc.

On behalf _of:

- Maryland Stadium Authority

| June 2007
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Executive Summary

The market will readily support a Montgomery County arena

The Maryland Stadium Authority (MSA), in conjunction with Montgomery County’s
Department of Economic Development (DED) and the Maryland Department of Business
and Economic Development hired Sage Policy Group, Inc. (Sage) of Baltimore to
analyze the market feasibility of a proposed multi-use arena in Montgomery County. The
study team was not requested to select a specific location within the county, but has
assumed a central location for analy’ucal purposes.

Among other things, this analysis catalogs scores of Montgomery County, MD-centered
activities that are consistently displaced due to the absence of an appropriately sized and
appointed facility within the county. Specifically, graduations, sporting events and
various forms of entertainment are pushed into the District of Columbia, Prince George’s
County and even into Northern Virginia due to the lack of a multi-purpose, civically-
oriented arena that can successfully host sports, entertainment, cultural and community
events as well as exhibitions and trade shows. This has been confirmed through dozens
of interviews and through the anatysis of Montgomery County-oriented activities taking
place at other regional venues beyond the county’s boundaries. This analysis concludes
that the level of pent-up demand for an appropriately sized and appointed arena is
substantial and sufficient for future pursuit.

The arena should accommodate approximately 6.500-8,500 fixed seats with fotal capacity
of 8.000-10,000

One of the challenges of the analysis was to determine the appropriate scale and
substance of the proposed facility once market feasibility was confirmed. There are
several arenas in the Washington metropolitan area, with the implication that optimal
scale and level of functionality are not merely functions of Montgomery County arena
demand but also of competitive forces.

At 6,500-8,500 fixed seats, the Montgomery County Arena would enjoy a well defined
niche comprised of its mid-sized scale, location, adaptability and newness of facility.
Capacity for roughly another 1,500 could be provided through the provision of floor

~ seats, which the study team recommends. Given the size of the Montgomery County
business base, the arena could support 25 luxury boxes, probably more.

Area competitors include the Verizon Center in downtown Washington, the Patriot

Center on the campus of George Mason University, the Comcast Center in College Park,
and the Show Place in Upper Marlboro. The D.C. Armory, an older facility next to RFK
Stadium in Washington, D.C., programs concerts and family events and may also offer
some competition for a Montgomery County arena.

However, each of these arenas is at least 25 miles from many areas of Montgomery
County. Thus, they literally compete at a distance, providing a clear travel advantage for
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a Montgomery County arena that is strategically situated. Moreover, several of these
facilities are substantially larger than that which is being proposed for Montgomery
County, which renders them impractical for many of the events that would fit
comfortably in the proposed arena. The study team has also determined that competition
from Baltimore area facilities would be minimal.

The study team also concerned itself with the possibility that the presence of an arena in
Montgomery County would displace activities currently taking place within facilities
currently operating in the county, particularly the Strathmore Arts Hall and the
Montgomery County Conference Center. Given its specialized focus, smaller scale and
inimitable acoustics, competition between the Strathmore and proposed arena would be
inconsequential. Data collected regarding the Conference Center also suggest very little
overlap in the population of potential users unless the proposed arena also includes
significant meeting and exhibition space. The study team concludes that dedicated
meeting/exhibition space at the proposed arena would add little incremental value to the
community, but would add to the cost of arena construction and Operatmns and may
negatlvely affect Conference Center operations.

Flexibility of use matters more than size

Some may wonder why the study team has not proposed a grander scale for the
Montgomery County Arena given the identification of significant pent-up demand. As
stated previously, part of the explanation lies in the nature of existing competitive forces
in the Washington area. Another reason is that data and stakeholder reviews reveal that
size of the facility is not remotely as important as is the facility’s adaptability to various
users. Incremental construction dollars are better invested in facility flexibility than in
increased size and scale. Interviews reveal that potential users include but are not
relegated to:

skating shows;

circuses; .

graduations;

minor league basketball;

minor league hockey;

indoor lacrosse;

indoor soccer

tennis matches; '
concerts (e.g., rock/pop) attracting over 2,000 persons and/or not requiring the
acoustic precision of the Strathmore;
track and field competitions;

e spiritual gatherings; and

¢ marketing seminars.

The vast majority of these events will require fewer than 7,000 seats. Moreover, we
anticipate that most if not all high school graduations in the county could easily be
accommodated by the proposed facility.
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The study team also recommends that a six-lane indoor track be evaluated as a program
item, recognizing that this presents significant design challenges. This amenity can be
used by local schools as well as by a host of running organizations that operate in the
local area. Interviews suggest that the level of demand for such an amenity is elevated
and currently unmet.

The arena will generate substantial posiﬁve economic and financial impacts in
Montgomery County in addition to augmenting quality of life

Once operational, the arena will conservatively support 764 jobs, $6.6 million in wage
income, and nearly $19 million in business sales in Montgomery County. It is estimated
that the arena will generate $5.4 million annually to support debt service. Of this total,
$3.0 million would accrue to State and local government in the form of $2.4 million in
taxes and $0.6 million in facility fee revenues. The balance would be generated through
- facility net income, which is estimated at $2.4 million per annum.

On an annual basis, a 20-year, 8-percent bond worth $1 million costs almost $102;000.}
Were all $5.4 million of estimated tax and fee revenues/net income allocated to financing
bonds, a total of $53 million in bonds could be financed to support construction. If
instead a decision was made to preserve a 20 percent margin, then $44.5 million in bonds
could be financed.

This analysis has also concluded that the substitution effect associated with such an arena
would be minimal and would generally not undermine the operations-of entertainment-
related county businesses or those of other county venues at which a substantial number
of people gather. If anything, the impact on these entities would be a net positive on
average.

Conclusion

From a public policy perspective, the lack of this type of amenity in Montgomery County
has come to represent a major deficit in what is otherwise an amenity-rich environment.
Given Montgomery County’s superior demographics, the results of our interviews with
potential facility users, and the location and orientation of other facilities in the
Washington area, an arena strategically situated in Montgomery County would not only
be financially feasible and support significant economic activity, but would quickly
establish itself as a treasured community amenity.

' The Montgomery County Finance Department has advised that bonds for the proposed arena would be
taxable and that the interest rate on such bonds would approximate the prime rate. The department
indicated that the likely interest rate at this point in time would be 8 percent.
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Background and Introduction

Analytical Assumptions

Montgomery County is considering the development of a multi-purpose civic indoor
arena that is able to comfortably host sports, entertainment, cultural, and community
events as well as exhibitions and trade shows. Planning for this arena is at a relatively
carly stage. As aresult, many specifics of this arena are yet to be determined. Therefore,
in order to examine the feasibility of an arena in Montgomery County, the study team
made two basic assumptioxns:

The arena is presumed to be designed in order to accommodate a broad range of
programming. Sporting events might include basketball, hockey, soccer or
lacrosse, each requiring distinct playing surfaces. Community events might range
from high schoo! graduations to large receptions. Entertainment options might
include rock/pop music concerts and ice shows. Consumer and business shows
and exhibitions represent other possibilities; and

This study assumes a central location with access to the interstate and other major
highways that serve the region. Because it is useful to assess the proposed
Montgomery County arena relative to other regional venues, we have assumed
Germantown as a location for the arena. It should be stressed that this analysis
study does not endorse this location or any others, and the Germantown
assumption is intended merely to facilitate the analysis. Findings of this analysis
should be viewed as applicable to any of the county sites that will be considered.

The Market Segmentation of Indoor Arenas

Indoor arenas have been developed by many municipalities and other entities in recent
years and can be categorized in several ways.

® Thelargest arenas, seating 17,000 to 24,000, tend to accommodate major league

franchises from the NBA and/or NHL. The most common size is about 20,000
seats. The Verizon Center in the District of Columbia is an example of this
category of arena, often located in downtown areas of central cities. Other large
arcnas are university facilities associated with well-known collegiate sports teams
{(e.g., the Dean Smith Center at the University of North Carolina). A few others
are municipal facilities.

A second tier of arenas typlcally seats 6,000 to 15,000 people. Such arenas are
found in suburban and central locations of large metropolitan areas and in smaller
population centers. Rather than major league basketball or hockey teams, many
of these arenas depend on minor league sports for anchor tenancy.

A third tier of arenas has fewer than 6,000 seats and relies on a mix of sports
activities, often amateur teams and leagues, and other events to support
operations.
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While sports teams and activities tend to be the most visible drivers of arena events,
successful arenas maintain a mix of entertainment, consumer and business events.
Concerts are common events and the entertainment business can be segmented into
categories that align with the varying arena sizes. Other prospective events from business
exhibitions to family entertainment may also be scaled to suit the size of arenas.

Flexibility is often a hallmark of mid-size and larger arenas. Tenant teams may require
playing surfaces for basketball, arena football, and/or ice hockey all in a common facility.
These different surfaces can also be used to accommodate ice shows or trade shows.
Seating may expand or contract by thousands of seats to suit the needs of a particular
event.

Many of these facilities are owned by municipalities and operated by private companies
under contract to the city or county that owns the facility. "A second important ownership
group is represented by colleges/universities, which operate arenas where the tenant
teams are those of the college/university and many other events are linked to the school.
These academic arenas, however, may also host concerts and other entertainment events
that appeal to a broad cross-section of the public.

JIR Purposes and Methods
This report seeks to answer the following questions:

e Will the Montgomery County market support the development of an indoor
arena? .

What can be learned from the experience of comparable facilities?

‘What competition exists in the Washington, D.C. region for a Montgomery
County arena? -

What is the arena’s optimal scale?

Ideally, what type and scope of programming would such an arena offer?
What are the desirable qualities of arena location?

Who are potential arena users?

What are the demographic characteristics of those who would use the arena?
What would be the likely magnitude of arena operating costs?

How could such an arena be financed?

Is-a Montgomery County arena financially feasible?

What would be the economic and fiscal impacts associated with developing and
operating 2a Montgomery County arena? '

Methods

This analysis is based on the collectlon and ana1y51s of relevant primary and secondary
data. Data sources include: .

e Interviews with prospective users, other stakeholders and industry experts;
o (Comparable and competitive indoor arenas;
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e Other sports, entertainment, and cultural facilities;
» Feasibility studies and similar reports on indoor arenas; and
¢ Demographic and economic data from the US Census and other sources.

These data are used to provide an analysis capable of objectively evaluating the prospects
and feasibility of a Montgomery County arena in the context of the Montgomery County
and Washington, D.C. markets and the experience of comparable facilities in other
markets. This analytical framework focuses on arenas that serve multiple purposes and
provide a mid-range of seating capacity.

Economic and fiscal impacts are based on an econometric methodology that captures the
multiplier effect of the economic activity associated with a Montgomery County arena,
Fiscal impacts are derived from estimates of the personal income that would be generated
by an arena and the direct sales of tickets and other goods and services by the arena.

1. Local Market Conditions

The potency of the market for a Montgomery County arena (or lack thereof — nothing is
presumed along this dimension) is a function of several variables. In general, demand for
the arena will primarily originate in Montgomery County, but for many sports and
entertainment events will also emerge from a wider area. Therefore, the socioeconomic
status of Montgomery County and its broader market territory are important
considerations in the characterization of demand.

To varying degrees, the proposed arena will compete with other venues in the
Washington metropolitan area. These venues include not only other arenas, but also
performing arts centers and potentially other types of facilities. Ultimately, the goal of
this portion of the analysis is to juxtapose market demand against market supply and
determine whether enough unmet demand exists to justify the construction and operations
of the proposed Montgomery County arena.

Population Available to Support a Montgomery County Arena

Lying immediately northwest of Washington, D.C., Montgomery County is Maryland’s
most populous jurisdiction. The county has the advantage of a substantial and growing
population. In 2005, the county’s population was estimated at 928,000 and is projected
to expand to 1 million by 2010 as reflected in Exhibit III-1.
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Exhibit I1I-1: Montgomery County population, 2000 to 2010
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Exhibit ITI-2 compares Montgomery County’s population growth rates to those in
Maryland and the US. Remarkably, the county with the state’s largest population is

- anticipated to experience acceleration in growth from 2005 to 2010 as compared to the
growth achiéved between 2000 and 2005. By contrast, for both Maryland and the nation,
population growth is expected to slow in the period 2005 to 2010 relative to the 2000 to

2005 period. :

Exhibit I1I-2: Populatibn growth Montgomery County, Maryland, and US
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Sources: Maryland Department of Planning, US Census
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For many arena events, the market area is expected to extend well beyond Montgomery
County to jurisdictions that include some of America’s most populous and affluent areas.
The dimensions of this market will depend on specific events, schedules, future drive
times and other factors. A rough estimate of this secondary market can be determined by
identifying jurisdictions that are within or largely within a 30-mile radius of a facility
located in the Germantown area” with ready access to I-270. Depending on traffic
conditions, most households could reach the arena within no more than 45 to 60 minutes.

A 30-mile radius emanating from central Montgomery County encompasses most or all
of Arlington and Fairfax counties in Virginia, the independent cities of Alexandria,
Fairfax, and Falls Church, the District of Columbia and Frederick, Howard, and Prince
George’s counties in Maryland. As illustrated by Exhibit III-3, this secondary market
stretches to the western suburbs of Baltimore and north toward Hagerstown. Thus, this
secondary market for the arena not only incorporates the core of the Washington, D.C.
metropolitan area, but also reaches into the Baltimore area. For certain events, the arena
can be expected to pull from beyond this 30-mile market area.

Exhibit I1I-3: Secondary market within approximately 30-miles of proposed arena

Frederick

270

Crerttan town

% A Germantown location is assumed merely to simplify the analysis and presentation of results. This
assumption in no way should be viewed as an endorsement of this location.
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The significance of this secondary market can be understood through basic demographic
analysis. Exhibit I1I-4 shows estimated population for the identified jurisdictions in
Maryland, Virginia and in the District of Columbia. This population was estimated to be
4.2 million in 2005 and is projected to grow to 4.4 million by 2010.

Exhibit ITI-4: Secondary market population, 2000 to 2010

4,500,000
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Sources: Maryland Department of Planning, Virginia Empioyment Commission, US Census

Projections indicate that in the period 2005 to 2010, population in the secondary market
will surpass the multi-state region and the nation. Those projections estimate a growth
rate of 6.3 percent in the secondary market, a 5.4 percent rate for Maryland, Virginia, and
the District of Columbia, and a national rate of growth of 4.5 percent (Exhibit III-5).

Exhibit I1I-5: Population growth secondary market, Maryland-Virginia-D.C., and US
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Sources; Maryland Department of Planning, Virginia Employment Commission, US Census
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The Montgomery County Market is Characterized by Lofty and Rising Incomes

Personal income is a key indicator of market viability. Higher income levels generally
suggest greater discretionary income, including income that can be used for
entertainment. Montgomery County is particularly advantaged by its elevated incomes
and supply of discretionary income. Recent U.S. Census data indicate that as of 2003,
Montgomery County was the nation’s sixth richest as measured by median household
income among U.S. counties with populations in excess of 250,000. In 2005, more than
half of Montgomery County’s households reported incomes exceeding $82,000.

Household income is a function of the size of households, which can vary substantially.
In order to better assess levels of discretionary income, it is also useful to analyze per
capita income data, which effectively eliminates any bias created by larger than average
household sizes. Exhibit III-6 presents per capita income in Montgomery County in 1999
and 2005 in inflation-adjusted 2005 dollars. Over that period per capita income grew 1.9
percent in real terms to almost $42,000 in 2005.

Exhibit III-6: Per capita income, Montgomery County (2005 dollars)
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Source: US Census

Per capita income in Montgomery County is compared to per capita income in Maryland

and the U.S. in Exhibit II-7. In 1999 and in 2005, Montgomery County per capita

income compared highly favorably to statewide and national per capita income. In both

years, income levels in Maryland were not quite three-quarters of the levels in

Montgomery County3. National income levels were 60 percent of levels in Montgomery
. County. '

> Astonishing given the fact that Maryland is one of America’s most affiuent states.
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Exhibit ITI-7: Per capita income, Montgomery County, Maryland, and US
(2005 dollars)
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Montgomery County’s advantaged income position is replicated by other jurisdictions in
its market territory, including Fairfax County, which ranks second in income among large
U.S. counties according to the U.S. Census, and Howard County, which ranks third._
Arlington County is not sufficiently populous to qualify as a large county, but enjoys a
median household income level only slightly lower than Montgomery County’s.

" Per capita income levels for the secondary market are provided in Exhibit III-8. While
these income levels are somewhat lower than those for the arena’s primary market, the
difference is slight. In 1999, the per capita income of the secondary market was $36,809
(90 percent of the Montgomery County level). By 2005, the secondary market per capita
income had grown another 6.1 percent to $39,064 or 93 percent of the Montgomery
County level. As with the data presented in other per capita income exhibits, the data in
Exhibit I1I-8 are expressed in 2005 dollars, which adjust for the effects of inflation and
allow direct comparisons between 1999 and 2005 data.

Per capita income levels in the secondary market are compared to income levels for the
Maryland-Virginia-District of Columbia region and for the nation in Exhibit II1-9.
Income levels in the secondary market substantially exceeded those for the multi-state
region and for the nation both in 1999 and in 2005.
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Exhibit III-8: Per capita income, secondary market (2005 dollars)
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In both years, income levels for the Maryland-Virginia-District of Columbia region were
78 percent of the secondary market. National income levels have lost ground to the
secondary market, decreasing from 68 percent of the secondary market per capita income
in 1999 to 64 percent of the secondary market per capita income in 2005.

Exhibit III-9: Per capita income, secondary market, Maryland-Virginia-D.C., and US
(2005 dollars)

$40,000
$35,000

$30,000

Per capita income

$25,000

$20,000
1999 2005

B Secondary market @MD-VA-DC OUS

Source: US Census
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Local Business Community

Private households in Montgomery and in its secondary market will be the primary
sources of demand for the proposed arena, but the local business community will also
stimulate demand/utilization. For instance, businesses are common purchasers of
premium seating at arenas—from luxury suites to loge boxes to club seats. Such seating
typically constitutes an important source of arena revenue.

One measure of the potential market among the business community is the number of
business establishments with annual revenue of $5 million or more.* Such businesses are
in a position to appreciate the value of premium seating in terms of marketing and
customer relations and to have the discretionary revenue to purchase such seating.

Exhibit ITI-10 presents data on the number of businesses in Montgomery County and in
the secondary market with annual sales of at least $5 million. In 2006, an estimated
2,318 such businesses were operating in Montgomery County, while 11,454 firms in the
secondary market recorded annual sales of $5 million or more. The implication is that
the provision of luxury boxes and/or other business-oriented amenities will be supported
by the local business community. To put matters into perspective, if just 1 percent of the
business establishments with §5 million or more in annual sales purchased luxury boxes
at the proposed arena, nearly 25 luxury boxes could be supported.

Exhibit III-10: Business establishments with $5 million or more in annual sales®
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£
2 6,000
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Source: ReferencelUSA

* A commonly analyzed statistic in market feasibility studies of this type.
? It is worth noting that many of these establishments register sales well in-excess of $5 million/annum.
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Access to the Proposed Arena

Though the study team reiterates that it endorses no specific Montgomery County
location, the presumed location for this analysis is in Germantown, which happens to
enjoy a strategic position relative to the interstate system—I-270, 1-495 (the beltway
around Washington, D.C.), I-66, I-70, and 1-95 in Maryland and Virginia. Each of these
roadways facilitates access across the arena’s primary and secondary market. This access
is complemented by major parkways in Washington, D.C. and Virginia. The proposed
inter-county connector (ICC) in Maryland would significantly increase access to the
arena from points east, though the study team concludes that demand for the arena will be
more than sufficient to support construction and operations with or without the ICC.

Highway access is of course a function of traffic congestion. While the Washington,
D.C. area has a well deserved reputation for congestion and its impacts on travel times,
the disadvantages of congestion would be offset by the fact that most events would be

. scheduled beyond rush hour during the evening and/or on weekends when congestion is
significantly lower.

Summary of Local Market Conditions

The fundamental market conditions available to support a Montgomery County arena are
particularly strong. Key findings are listed below.

* Montgomery County is a populous market that will approach 1 million in the next
few years and is adding population in percentage terms faster than both Maryland
and the nation;

e The arena’s secondary market will reach 4.4 million people in size by 2010 and is
also growing faster than the larger multi-state region and the U.S.;

» Per capita income in Montgomery County and the secondary market is very high
relative to U.S. averages.

e The county and the larger market have a strong business base of companies with
annual revenue of at least $5 million. This business base can and will be a critical
market for the arena.

IV.  Competition from Regional Facilities

As a venue for sports, entertainment, and exhibitions, the Montgomery County arena will
compete to a greater or lesser degree with other regional facilities. The tenants operating
and events programmed at the arena will determine the extent to which the proposed
venue competes or complements other venues. The final layout of the proposed facility
will also have an impact on the extent of competition/complementarities.

Indoor Arenas in the Region

The most obvious sources of competition for a new indoor arena are the existing larger
multi-purpose arenas in the Washington metropolitan area, including the Verizon Center
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in downtown Washington, the Patriot Center on the campus of George Mason University,
the Comcast Center in College Park, and the Show Place in Upper Marlboro. The D.C.
Armory, an older facility next to RFK Stadium in Washington, D.C. that also programs
concerts and family events, may offer some competition for a Montgomery County arena.
These facilities are located throughout the greater Washington area as shown in Exhibit
IV-1. '

Exhibit IV-1: Approximate loc

ations of ler multi-purpose indoor arenas

iriot Center |

Each of these arenas hosts sporting events, entertainment, and other events that roughly
parallel what might be scheduled in a Montgomery County arena facility. Yet each has
distinct characteristics that indicate a distinct presence in the market. Key features of
these arenas are listed in Exhibit IV-2.
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Exhibit IV-2: Indoor multi-purpose arenas in the Washington region

Seating . . Miles from central
Arena capacity Major tenants Typical events Montgomery County
Washington Wizards,
Verizon 18:000 to WaSII:}ngton Mys:tlcls, Ice.s.hows anlc{l/
Center 20.000 Washington Ca‘plta s, competltlons,'roc pop 32
’ Georgetown University | concerts, family shows
basketball
D.C. ‘ Music concerts, family
Armory 10,000 None entertainment 3
Patriot 10.000 George Mason Family zggzg’t;ocwp P 33
Center ’ University basketball i
commencements
Comcast 17.950 University of Maryland | University sports and 27
Center ’ basketball teams special events
Horse shows
The Show 3,000 to . . ’
Place Arena 5.900. Chesapeake Tide cheerleading events, 49

exhibitions, graduations

Sources: Venue web sites, MapQuest

As the information in Exhibit IV-2 suggests, the existing arenas in the Washington region
have distinct market presences. Verizon Center is the major league facility. The Patriot
Center is a showcase for George Mason University. The Show Place Arena is relatively
small and has the unusual feature of hosting equestrian events. Even when there is broad
overlap, for example, in hosting rock or pop music concerts, the arenas are distinct.
Verizon Center will present acts that draw particularly large audiences—U?2, Rolling
Stones, or Paul McCartney, while Patriot Center will host entertainment that has
somewhat smaller andiences—Sting, James Taylor, or Prince. The D.C. Armory is
something of an exception to these other existing arenas given its age and general lack of
flexibility in seating arrangements. But for precisely those reasons and because of its

significant seating capacity, the armory possesses a clear market niche.

1* Mariner Arena, an indoor arena, is located in downtown Baltimore roughly 53 miles
from Germantown. With 11,000 to 14,000 seats and the Baltimore Blast indoor soccer
team as a major tenant, 1% Mariner Arena may compete with a Montgomery County
arena in Howard County and other eastern areas of the Montgomery County arena’s
secondary market area. Additional detail regarding these facilities is provided
immediately below. '

Verizon Center. When it opened in 1997 as the MCI Center, the Verizon Center replaced
the US Air Arena that was located on the Capital Beltway in Prince George’s County.
With the new arena, major league sports moved to the Chinatown area of downtown
Washington, D.C.

Verizon Center is the dominant indoor sports facility in the region, serving as host to

three major league sports teams (Wizards, Mystics and Capitals), one of college

basketball’s premier teams (Georgetown Hoyas), and many high profile sporting events.
. The last includes portions of the NCAA basketball tournament in several years, the ACC
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basketball tournament in 2005, the NBA All-Star Game in 2001 and the 2003 World
Figure Skating Championships.

While sporting events are the most prominent part of the program at Verizon Center,
there are also major entertainment performances. These include the world-class rock and
pop music acts noted above as well as performances by Luciano Pavarotti, Andrea
Bocelli, Disney on Ice and the Harlem Globetrotters. Altogether the arena hosts about
220 events annually.

- The facility itself has features consistent with its status as one of the nation’s largest
arenas. There are 114 luxury and executive suites, each of which serves 12 to 18 people.
A party suite can be used by up to 99 people. These premium seating options are linked
to catering and food services and a private restaurant restricted to holders of suites and
club seats. Several other restaurants, a number of food concessions, sporting goods retail,
and an indoor practice facility form additional components of Verizon Center. A 28,000
square-foot fitness center is also a part of the arena. Verizon Center is privately owned
and operated. The facility leases land from Washington, D.C.

D.C. Armory. The D.C. Aﬁnory is an older facility dating from 1941 and located next to
RFK Memorial Stadium. It has hosted a variety of events from formal dinners to rock
concerts. A circus is scheduled for several days in 2007.

Patriot Center. The arena has been the home for both the men’s and women’s basketball
teams of George Mason University since its opening in 1985. It has also been a major
source of concerts and other entertainment for the region.

In over 20 years of operation, Patriot Center has hosted over 2,400 events drawing over
7.7 million in attendance. In 2005, attendance at Patriot Center totaled 522,559, ranking
number 51 worldwide for ticket sales by Pollstar, which maintains a large database of
concert tour and venue information. Recent shows and currently scheduled events
include: '

James Taylor

Sesame Street Live
Disney on Ice

Ricardo Aroma

The Lipizzaner Stallions
Bob Dylan '
Enrique Silesians

The Harlem Globetrotters
Dragon Tales Live

* ® & & 2 & & 0

Patriot Center is owned by George Mason University and managed by Washington Sports
& Entertainment. The same company owns and operates Verizon Center.
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University of Maryiand, College Park Facilities. Another set of venues is part of and
located at the University of Maryland, College Park. Comcast Center programming is
largely devoted to the sports program of the university, particularly and most prominently
to the men’s and women’s basketball teams. Other university-related events and a few
community-oriented events are also scheduled. The Clarice Smith Performing Arts
Center is a collection of performing arts venues that principally serve the university’s arts
departments and student performers. In addition, the Smith Center schedules guest artists
including recently the Australian Chamber Orchestra, the St. Lawrence String Quartet,
big band jazz, an annual showcase for modern dance, and the William Kapell
International Piano Competition & Festival.

The Show Place Arena and Prince George's Equestrian Center. The Show Place Arena
is Jocated within the grounds of the Prince George’s Equestrian Center. In recent years,
the arena has been home to several minor league sports teams and currently has an indoor
football team, the Chesapeake Tide, as a tenant.

An unusual aspect of this venue is its capacity to host equestrian events. There are indoor
facilities that can seat 3,000 as well as three outdoor rings. Horse shows and other
equestrian events are scheduled around the year.

The type of programming occurring at the Show Place Arena can be illustrated by listing
past and current events. These include the following.

Prince George’s County Executive Inaugural;
Cheerleading competitions;

Computer shows;

Home shows;

Indoor football;

High school graduations (from several counties including Montgomery County);
James Brown;

Boys Choir of Harlem;

Elvis Costello;

Bernie Mack;

Barney;

Maryland National Horse Show; and
Maryland Special Olympics Horse Show.

The Show Place Arena and Prince George's Equestrian Center are facilities of the
Maryland-National Capital Park and Planning Commission.

Description of other Regional Arenas and Venues

In addition to the multi-purpose arenas described above, Montgomery County and its
surrounding region are home to a substantial number of more specialized venues for the
types of events that could be held at a Montgomery County arena. While none of these
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facilities has the potential breadth of programming that a multi-purpose arena can have,
each offers some potential head-to-head competition for the proposed arena.
Exhibit I'V-3 provides select information for indoor venues in the Washington, D.C. area
that tend to have more focused programming than multi-purpose arenas. These venues

offer seating capacity of at least 1,000 with one exception.

Exhibit IV-3: Other arenas and venues in the Washington region

Seating Miles from central
Arena capacity Major tenants _ Typical events Montgomery County
Washington Performing
Strathmore 1976 Arts Society, Baltimore | Classical music, jazz, 5
Arts Center ? Symphony Orchestra dance performances
(second home)
Robert Parilla Montgomery County COlfii gletl;ifc):nagces,
Performing 509 College performance gmusic the:atg' P 10
Arts Center groups ’ g
performing arts
. . ‘ University
C;zl;}i)i:l?;nh 100 to | University of Maryland | performances, guest 27
Arts Centegr 1,342 performing arts artists: classical music,
performing arts
Kennedy 324 to National Symphony Classical music, 30
Center 2,442 Orchestra performing arts, jazz
DAR _
Constitution 3,702 None Pop/rock concerts 31
Hall

Sources: Venue web sites

Two of these facilities are in Montgomery County—the Strathmore Arts Center and the
Robert Parilla Performing Arts Center. Each has a distinct presence in the arts
community.

The Strathmore Arts Center, part of a private nonprofit organization, is host to a variety
of classical music events from chamber music to symphonic performances by orchestras
from the Washington region and from around the world. The center is the second home
to the Baltimore Symphony Orchestra. In addition, there are jazz concerts, dance
performances, and family entertainment. A prominent official at the Strathmore believes
that the level of competition between the Arts Center and the proposed arena would be
inconsequential given the Arts Center’s specialized functionality and acoustics.

The Robert Parilla Performing Arts Center is part of Montgomery College and is host to
many of the college’s performing arts departments' events. In addition, the center
sponsors a guest artist series that presents an eclectic program of entertainment. The
current year guest series has scheduled Smokey Robinson, the Bulgarian State Opera, and
the Mamas and Papas Musical among other events
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In Washington, D.C., there are two well-known large concert venues. The Kennedy
Center is a world-class facility with several concert halls that may be best known as the
home of the National Symphony Orchestra. The Kennedy Center presents a wide array
of events from classical music to theater to jazz.

Built in 1929, Constitution Hall is owned by the Daughters of the American Revolution
and is best known as the site for a Marian Anderson concert in 1939 that was a landmark
in the nation’s struggle for civil rights. Currently, Constitution Hall is a venue for rock
and pop music acts and family entertainment. Constitution Hall is also currently utilized
by a number of Montgomery County high schools as the location for their graduation
ceremonies.

In addition to these more substantial facilities, there are a variety of other facilities that
provide sports and entertainment programming in the Washington, D.C. region. These
include indoor sports facilities such as the Rockville SportsPlex that caters to amateur
sports leagues for youth and adults, and performing arts spaces like BlackRock Center for
the Arts in Germantown, a small, 209-seat venue for music and other performances.

Analytical Findings

The most direct competition to a Montgomery County arena would emerge from the
other larger multi-purpose arenas—the Verizon Center, the Patriot Center, the D.C.
Armory, the Comcast Center and the Show Place Arena.

e All of these arenas are at least 30 miles from central Montgomery County with the
exception of the Comcast Center, which is approximately 27 miles away. Thus,
these existing facilities would literally compete at a distance, providing a clear
travel advantage to a Montgomery County arena for many of Maryland’s D.C.
suburbs;

e The Verizon Center clearly fills the market needs for major league indoor sports.

. With NBA, WNBA, and NHL tenants and a capacity of up to 20,000, the Verizon
Center in downtown Washington is the region’s major indoor sports facility and
the obvious venue for indoor concerts by major artists that command large
audiences; '

e The D.C. Armory is a 65-year-old facility that continues to offer some
programming, but has largely been superseded by newer facilities in the area;

e The Patriot Center represents a mid-size arena that mixes George Mason ,
University programming with community programming. The latter programming
now competes with the Verizon Center and prospectively with a Montgomery
County arena. Nevertheless, the primary market for the Patriot Center’s
community programming is Fairfax County and northern Virginia. Most of the
Patriot Center’s university programming is devoted to the men’s and women’s
basketball teams; :

o The two major facilities at the University of Maryland are clearly focused on the

~ university’s programs. Community programming (e.g., guest artists) constitute a
limited part of the offerings of either the Clarice Smith Performing Arts Center or
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the Comcast Center. The arts programming at the Smith Center tends to focus on
classical music, opera, and similar performing arts;

The Show Place Arena is the smallest multi-purpose arena in the Washington
region. At almost 50 miles from Germantown, it is also the most remote from
Montgomery County. It has relied in part on a succession of minor league sports
teams as tenants with a mix of entertainment and community programming from
cheerleading competitions to high school graduations to rock/pop music concerts.
The fact that this facility provides a commencement venue for several counties’
high schools suggests the extent to which that market is not well served in the
Washington region. The distinguishing quality of this facility is its equestrian
center and the ability to host horse shows and competitions.

The more special purpose arenas and performing arts spaces also offer some degree of
competition for a Montgomery County arena either in its capacity as a sports venue or as
a concert and entertainment venue.

Two performing arts venues in Montgomery County have primary focuses that
are likely to complement rather than directly compete with a multi-purpose arena.
The closest facility is the Strathmore Arts Center, part of a large performing arts
complex, which is principally interested in classical music and orchestral
performance. Such programming would almost certainly not compete with
concerts staged-at the proposed arena. Somewhat more direct competition might
arise from the jazz and popular music programming and family entertainment
which is a secondary interest of the Strathmore Arts Center. The center, however,
is relatively small at about 2,000 seats. The Robert Parilla Performing Arts
Center, like the Strathmore Arts Center located in Rockville, has a guest artist
series that might present some competition to the proposed arena. This series

includes a few pop music events, but only a few, and the capacity of the center is

about 500 scats, much smaller than the proposed arena. The bulk of this center’s
programming is provided by departments and students of Montgomery College;
Two major concert venues in the District of Columbia—Constitution Hall and the
Kennedy Center—offer entertainment programming. Like the Verizon Center
these venues are 30 miles or more from Germantown and are thus on the edge of
the most immediate market for a Montgomery County arcna. Constitution Hall
does offer the kind of pop music and family events that a Montgomery County
arena might also schedule. It is an older fixed-seating facility. The Kennedy
Center is best known for classical music and gala events, but also provides jazz
and family entertainment.

Implications

The most direct competitors of a multi-purpose arena in Montgomery County—the
Verizon Center, the Patriot Center, the Comcast Center and the Show Place Arena—have
characteristics, including programming, that tend to complement rather than compete
with the proposed arena. While the D.C. Armory is considered a multi-purpose arena, its
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age and inflexibility effectively eliminate it as a source of competition for a Montgomery
County arena.

In terms of location within the market, Montgomery County is relatively poorly
served by any of these arenas. The Maryland suburbs north and northwest of
Washington, D.C. are clearly a “hole” in the region’s market for multi-purpose
arenas. o

In terms of size, there appears to be an opportunity for a mid-size (i.e. 5,000 to
10,000 seat) facility. The lower limit is the capacity of the Show Place Arena
while the upper bound is the capacity of the Patriot Center. Comcast Center’s
basketball and other sports programming is devoted to the University of
Maryland. While these events may parallel minor league sports events at a
Montgomery County arena, college sports and minor league sports clearly
represent different segments of the overall sports market.

In terms of programming, there appears to be an opportunity for a facility oriented
towards minor league sports and community entertainment programming. Minor
league sports have been part of the Show Place Arena strategy. This competition,
however, is an hour’s drive from much of Montgomery County. Community
programming covers a wide swath of music concerts, family entertainment, and
community events (e.g., high school graduations, consumer shows). While such
programming is part of each arena’s strategy, geographic separation and distinct
primary markets indicate that a Montgomery County arena can compete
effectively. :

The other venues that might compete with a Montgomery County arena—performing arts
spaces and concert halls—also tend to complement rather than directly compete with a
mid-sized, multi-purpose arena.

The performing arts spaces by dint of size or program focus tend to address
different segments of the entertainment market. The Strathmore Arts Center is
primarily devoted to classical music; the Robert Parilla Performing Arts Center is
small and devoted to Montgomery College offerings; the Clarice Smith
Performing Arts Center is largely focused on classical music and performances by
university-based groups. '

The Kennedy Center, like the Verizon Center, provides “major league” music and
performing arts that would typically be beyond the scope of programming at the
proposed Montgomery County arena.

Constitution Hall does offer the kind of musical and family entertainment that
might overlap with a Montgomery County arena. At 3,702 seats, however, it
lacks the capacity of the proposed Montgomery County arena. Moreover,
because it is over 30 miles from much of Montgomery County, Constitution Hall
tends to target a somewhat different geographic market. '
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'Defining the Proposed Arena’s Niche

In the spectrum of existing venues for sports, entertainment, and cultural programming in
Montgomery County and the surrounding region, there are market niches that are not
served directly by any existing proximate facilities. These niches include:

o Location. A central location within Montgomery County with ready access to the
major highway system will be important. Such a location would optimize access
across the region and balance the Montgomery County arena’s location relative to

. other multi-purpose arenas in the Washington region.

o Mid-sized capacity. Seating would presumably range from the roughly 5,000-seat
maximum capacity of the Show Place Arena to the 10,000-seat maximum
capacity of the Patriot Center;

o Flexible fac:lzty The arena would offer sports entertainment, and other
programming and the ability to arrange seating, playing surfaces, exhibition
spaces, infrastructure, and other components to accommodate a broad range of -
events;

o Sports programming. Minor league sports could provide a base of programming
and tenants for the facility;

o Entertainment programming. Concerts, family shows, and other entertainment
would complement ongoing programming at existing facilities. This
entertainment would focus on events capable of filling a mid-sized arena. Events
would tend towards popular music, performance and entertainment to
complement the wealth of classical music and similar programmmg at area
performing arts spaces. :

V. Compafable Facilities in the U.S.

The market niche that a Montgomery County arena could occupy can be assessed by
looking at comparable facilities in the mid-Atlantic region and elsewhere. These
facilities provide a context for assessing basic market conditions for a Montgomery
County arena and also provide benchmarks for costs and finances associated with
construction and operation.

Recently Constructed Mid-Sized Multi-Purpose Arenas

Since the mid-1990s, almost two dozen multi-purpose arenas similar in size to the
proposed Montgomery County arena have been built or are now under construction in the
US. Exhibit V-1 lists facilities that seat 7,000 to 11,500 depending on the type of event
in descending order of maximum seating capacity. All of these facilities are located in .
metropolitan areas with populations of at least 250,000. Similar facilities in smaller areas
(e.g., Laredo, TX) were excluded.
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Exhibit V-1: Selected mid-size multi-purpose arenas

Arena Location .Se.ats~ Se:a ts-
_ minimum | maximum

The Family Arena St Charles, MO 6,300 11,500
Stockton Arena Stockton, CA 9,800 11,200
Verizon Wireless Arena Manchester, NH 10,000 11,000
Sears Centre Hoffman Estates, IL 9,000 11,000
Cumberland County Crown | p. il NC 8,900 10,900
Coliseum .
Sovereign Bank Arena Trenton, NJ 8,100 10,500
American Bank Center Corpus Christi, TX 8,000 10,500
Mid-American Center Council Bluffs, IA 7,200 10,100
Arena at Harbor Yard Bridgeport, CT 8,500 10,000
Resch Center Green Bay, WI 8.500 10,000
Everett Events Center Everett, WA 8,300 10,000
Desoto County Civic Center Southhaven, MS 8,300 10,000
Centennial Garden Bakersfield, CA 8,000 10,000
Ford Park Arena Beaumont, TX 8,200 9,100
World Arena Colorado Springs, CO 7,400 9,000
Wachovia Arena at Casey Place | Wilkes-Barre, PA 8,300 8,500
(Germain Arena Estero, FL 7,200 8,000
Paul Tsongas Arena Lowell, MA 6,500 7,800
Reading Sovereign Center Reading, PA 7,100 7,200

Sources: Billboard AudArena Guide, venue web sites

The 19 venues listed above are designed to be flexible facilities capable of staging a
broad range of events. One indication of this flexibility can be seen in the range of
seating capacity for these arenas. Maximum seating is typically for concerts where
seating occupies floor space used for sports events. Minimum seating may involve
partitioning the arena to create a smaller, more intimate space within the overall facility.

Mid-sized multi-purpose arenas have been developed across the country and in

metropolitan areas with radically different sized populations. Exhibit V-2 lists the arenas

identified in Exhibit V-1 in descending order of the population of the metropolitan areas
where they are located. In many of these metropolitan areas, particularly those with the
largest populations, there are several arenas. In these larger areas (e.g. Chicago, Boston,
Seattle), newer mid-sized arenas are often in suburban locations and tend to complement
large downtown arenas which have major league sports teams as tenants. The average
metropolitan area population for these arenas is 1.5 million. The Washington, D.C.

metropolitan area would be the second largest metropolitan area in this list.
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Exhibit V-2: Arenas and metropolitan population

Metropolitan population,

Arena Metropolitan area 2004 (thousands)
Sears Centre Chicago 9,392
Paul Tsongas Arena Boston 4,425
Everett Events Center Seattle-Tacoma- 3,167
Bellevue .
The Family Arena St Louis 2,764
Desoto County Civic Center Memphis 1,250
Arena at Harbor Yard Bridgeport-Stam(ford- 903
Norwalk
Mid-American Center | Omaha-Council Bluffs 804
Centennial Garden Bakersfield 735
Stockton Arena Stockton 650
World Arena Colorado.Springs 576
Wachovia Arena at Casey Place Scranton-Wilkes-Barre 552
Germain Arena Cape Coral-Fort Myers 514
American Bank Center Corpus Christi 410
Verizon Wireless Arena Manchester-Nashua 399
Reading Sovereign Center Reading 392
Ford Park Arena Beaumont-Port Arthur 383
Sovereign Bank Arena Trenton 365
g“*‘?lbeﬂa‘“d County Crown Fayetteville 348
oliseum
Resch Center ‘| Green Bay 295
Average 1,491
Washington-Arlington-
Montgomery County Arcna Alexandria ' , 5,140

Source: US Census

The relationship between metropolitan population and multi-purpose arenas can be
assessed by looking at the total number of seats in the arenas in a metropolitan area and
the population per arena seat. Exhibit V-3 provides the number of arenas and the total
seats in the metropolitan areas of the mid-sized arenas listed in Exhibit V-1. Arenas are
listed in descending order of the population per arena seat.
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Exhibit V-3: Arenas and metropolitan population per arena seat
Arena Arenas in area | Total seats | Population/seat
Sears Center 8 91,600 ' 103
Arena at Harbor Yard 1| 10,000 90
Centennial Garden : 1 10,000 74
Wachovia Arena at Casey Place . 1 8,500 65
Paul Tsongas Arena 8 69,000 64
The Family Arena 3| 44,100 63
Everett Events Center 4 56,500 56
Reading Sovereign Center 1] 7,200 54
American Bank Center 1 10,500 39
World Arena 2 14,900 39
Verizon Wireless Arena 1 11,000 36
Stockton Arena 2 19,200 34
Cumberland County Crown Coliseum 1 10,900 32
Germain Arena 2 16,300 32
Desoto County Civic Center 3 47,700 26
Mid-American Center 3 37,000 22
Sovereign Bank Arena 2 17,400 2]
Resch Center 2 15,400 19
Ford Park Arena 4 34,200 11
Average 53
Existing Washington-Baltimore arenas 10 101,100 78
Existing + Montgomery County Arena .
(10,000} ' 11 111,100 71

In identifying arenas in each metropolitan area, university and college arenas with a
minimum seating capacity of 5,000 were included. For the Washington-Baltimore area,
the four existing public arenas included in this calculation are the Verizon Center, the DC
Armory, the Show Place Arena, and the 1% Mariner Arena. The Washington-Baltimore
area has an exceptionally high mumber of collegiate arenas. The Comcast Center at the
University of Maryland is by far the largest with a seating capacity of approximately
18,000, while the Patriot Center at George Mason University seats 10,000. Four other
universities have arenas seating 5,000 to 6,500—American University, George
Washington University, Towson University and the United States Naval Academy.

As Exhibit V-3 shows, the population per arena seat varies widely from 103 in the
Chicago region where the Sears Centre is located to 11 in the Beaumont-Port Arthur area
where Ford Park Arena is located. On average there are 53 people per arena seat. The
existing arenas in the Washington-Baltimore region provide one arena seat per 78 people,
a higher ratio than all but two of the regions listed in the exhibit. If a 10,000-seat arena in
Montgomery County is assumed, the population per arena seat in the Washington-
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Baltimore region decreases to 71, still well above the average and the fourth highest ratio
for the listed arenas and metropolitan areas.® )

Exhibit V-4: Events and attendance per year for selected mid-size multi-purpose arenas .

Attach B

Arena - | Location Events Attendance

Everett Events Center | Evereit, WA ] 135 464,000
Sovereign Bank Arena | Trenton, NJ 159 463,000
Sears Centre * Hoffman Estates, IL. 135 607,000
Lucas County arena * | Toledo, OH 129 532,000
Albuquerque arena * Albuquerque, NM 130 686,000
The Family Arena St Charles, MO 134 900,000
Paul Tsongas Arena Lowell, MA 148 396,000
The Patriot Center ** | Fairfax, VA 120 523,000

Average 136 571,000

*Projected figures.
**Events figure is average over life of facility.

As shown in Exhibit V-4, these select mid-sized facilities average 136 events per year
and have an average annual attendance of 571,000. A substantial share of attendance at
these facilities is derived from permanent tenants (i.e., minor league teams or
occasionally university teams). Among those arenas for which data are available, tenant-
based attendance accounts for 30 to 40 percent of attendance. The arenas listed in
Exhibit V-4 each have at least one such tenant and many have as many as four.

Operating finances for arenas are substantially influenced by programming, the nature of
the arena, and other factors. The price and mix of events will determine revenues related
to tickets. Ticket prices can range from under $10 for consumer or trade shows to $50 or
more for concert tickets. In an extreme case, a boxing match at the Patriot Center will
offer seats costing as much as $500. ' '

The availability of premium seating, concessions and parking arrangements can be
significant factors in revenue generation. Naming rights are also a potentially lucrative
option for ongoing financing. A review of arena names indicates that a significant share
have been named after prominent corporations.

Findings from Comparable Facilities
The major findings from a review of comparable facilities are as follows.
e Inthe last decade, many communities have built mid-sized, multi-purpose arenas.

Almost all have been built in metropolitan areas much smaller than the
Washington, D.C. region; '

* ® Seating capacity of 10,000 is the upper bound of the range of seating capacity that this analysis considers
for an arena in Montgomery County. If maximum seating were lower than this, then population per seat in
the Washington-Baltimore region with a Montgomery County arena would be marginally higher.
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e Compared to the areas where these new mid-sized arenas have been built, the
Washington, DD.C. region is significantly underserved by multi-purpose indoor
arenas; . '

e Compared to other major urban areas, the Washington, D.C. region is currently
somewhat underserved by multi-purpose indoor arenas;

s Comparable arenas host about 135 events annually and have total attendance
approaching 600,000,

» Operating finances for comparable arenas suggest typical annual revenue of $8
million to $10 million, operating expenses of $4 million to $5 million, and net
income of $3 million to $5 million.

| VI. User Interest and Event Demand

Projections

As demonstrated earlier, the foundation upon which indoor arenas build programming is
comprised of tenant events. Tenants are typically sports teams—either collegiate or
professional—that use these indoor arenas as their home fields. 'For mid-sized arenas like
the one contemplated for Montgomery County, the presence of one or more minor league
sports teams is common. Based on our interviews with minor league sports franchise -
owners, there will likely be at least two permanent tenants at a Montgomery County
arena. »

Exhibit VI-1 summarizes attendance data for selected hockey, football, and lacrosse
leagues. The average attendance per event varies from league to league and from sport to
sport. Minor league basketball has significantly lower attendance than hockey, football,
or lacrosse. Attendance is also variable within leagues. For example, the NBA’s

. Development League attendance varied from roughly 1,400 to 4,400 among the 12 league
teams. Overall for these seven minor league sports teams, attendance averaged 4,252.
For sports other than basketball, attendance averaged just below 5,000/game: ‘

Exhibit VI-1: Typical attendance at minor league sports events

Sport __League Average attendance/event

Basketball CBA 2,426
Basketball .NBA-DL 2,527
Hockey AHL . ' 5,594
Hockey CHL 4,484
Hockey ECHL 3,904
Indoor football ' af? 5,248
Indoor lacrosse : MISL 5,579
Average 4,252

Source: The respective leagues
Exhibit VI-2 estimates events programming at the Montgomery County arena and

associated attendance. The total number of events (134) and their distribution across
broad categories of event types are based on the experience of comparably sized facilities
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across the country as well as those competing facilities in the Washington, D.C. region.
Minor league sports attendance is based on the assumption that arena operators would
screen prospective minor league sports tenants to promote greater attendance.

Exhibit VI-2: Estimated events programming and attendance

Type of event No. of events Attendance/event Attendance
Minor league sports 50 : 5,000 250,000
Concerts 26 . 6,000 156,000
Family events 26 4,500 . 117,000
Trade/consumer shows 12 1,500 18,000
Other events 20 2,000 40,000

Total 134 | AVG =4,336/event | . 581,000

The programming listed in Exhibit VI-2 is restricted to ticketed events expected to
generate significant revenue for the arena. Not included are community events that serve
other needs. Community-based priorities include high school graduations, track
competitions, speaker series and cultural/religious affairs. These events are likely to
generate only minimal revenues for the facility, but may also have disproportionately
positive quality of life impacts on the broader community.

Supporting Qualitative Information

Over the course of November and December 2006, Sage conducted interviews (roughly
40) with potential facility users ranging from minor league franchise owners to those that
manage local track and field competitions. Some interviewees asked that their
organization not be identified out of concern that their responses could easily be tied to
them. Confidentiality regarding specific responses was guaranteed to all participants.
Sage interviewed at least one representative from each of the following categories:

Concert promoters;

Minor league franchise owners;

Montgomery College;

Strathmore Hall;

Maryland Stadium Authority;

Montgomery County Public Schools;

Potential private (arena) investors;

Comcast Center;

Show Place Arena;

Patriot Center;

Local chambers of commerce;

Montgomery County Park and Planning Commission;
Maryland Soccer Foundation;. '
Maryland-Montgomery County Special Olympics;
Montgomery County Department of Recreation;
Maryland Department of Business and Economic Development;

®* & & ¢ & & o & & 0 5 & B 9 e
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¢ Montgomery County Road Runners Club;
» Montgomery County Conference & Visitors Bureau; and
e International Facilities Group.

Collectively, these interviews represent a rich set of information that helps to define the
appropriate scale and amenities of the proposed arena. Interviews were conducted with a
guarantee of confidentiality. What follows are the dimensions along which there was
universal or near-universal agreement among interviewees.

e The arena should be able to accommodate between 5,000 and 10,000 people for a

given event.

Few interviewees thought it important that the arena should approach a capacity beyond
9,000. Based on the characteristics of other comparable arenas nationally, the
Montgomery County arena could be designed with 6,500-8,500 fixed seats and many
hundreds more available through floor seating. Most interviewees were highly
supportive of this set-up.

o The arena should offer maximum flexibility.

There was unanimous agreement that the arena should emphasize versatility over scale.
Several government officials pointed out that the county would benefit tremendously
from the ability to be opportunistic in attempting to attract events to Montgomery
County. Other officials suggested that the county would benefit from the opportunity to
generate economic activity during weekends, which are typically quiet in much of
Montgomery County due to the lack of available family entertainment within the county
and significant opportunities in Prince George’s County and Washington, D.C. Several
interviewees, collectively representing both the public and private sectors, also noted that
it is important for a county as diverse as Montgomery County to offer affordable
entertainment, which is what they presumed an arena within the county could help
accomplish.

» Easy transportation access is critical and more important than other factors that
typically help guide site decisions.

There was also unanimous agreement that the arena should offer as unfettered access as
possible. Toward this end, approximately four in five interviewees who were able to
opine with respect to location suggested that a Germantown site could offer just the kind
of locational advantages required. Interviewees did not appear overly concerned that the
arena be located within an existing retail/entertainment environment to generate
synergistic forces. Rather, the focus is upon ease of access from all points within the
county. There is a general feeling that the arena will not be successful if it becomes
associated with heavy traffic congestion and scarce parking. Several interviewees also
thought it very important that the location be amenable to potential users/visitors from
Frederick County.
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e The arena will enable more Montgomery County dollars to be spent within the
county and will allow Montgomery County to attract more outside dollars.

A majority of interviewees expressed deep frustration at the fact that so many
Montgomery County-oriented events are held beyond the county’s boundaries, including
graduations and sporting events featuring local participants. One Montgomery County
Public Schools’ official stated that the “prospect of having this [proposed] facility in the
county is exciting”, and no wonder. Many of the county’s high schools hold their
graduations at DAR Constitution Hall in the District of Columbia. It is estimated that this
generates approximately $100,000 in revenue for Constitution Hall as well as parking and
restaurant revenues for the District. All of these dollars could be retained within the

" county but for lack of a suitable facility. Another interviewee associated with track and
field programs pointed out that competitions featuring local runners are often forced to
Baltimore, Prince George’s County or Hagerstown due to a lack of an in-county facility.

VIL.  Arena Finances
Finances for the proposed arena are based on comparable facilities and competitive
facilities. Comparable facilities from across the nation provide a framework for
understanding scale and programming while competitive local facilities provide

information regarding the local market (e.g., pricing, number of events, etc.).

Operating Finances

Operating finances are built upon arena programming. For the proposed arena, facility
operators/marketers would need to take advantage of those opportunities seeking a mid-
sized arena. Exhibit VII-1 lists broad categories of events that could be programmed at a
new Montgomery County arena. Based on interviews the study team safely assumed that
there will be one or more minor league sports teams serving as arena tenants.

The frequency of and attendance at concerts, family events, trade/consumer shows, and
other events is based on the experience of comparable facilities. Average prices for these
events are based on a combination of prices at arenas in the Washington-Baltimore
regional market and on comparable facilities elsewhere, as well as interviews with
concert promoters and other potential facility users. Prices include various fees and
expenses that are embedded in ticket prices. Gross ticket receipts equal the total value of
sales of tickets. It should be noted that most of the value of gross ticket receipts is paid to
the teams, artists and companies that produce the events. A relatively minor amount of
this gross is retained by the arena as residual revenue. While events are the basis of
programming and arena revenue, operating finances are built around a myriad of other
sources ranging from parking and concessions to ticket handling charges.
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Exhibit VII-1: Events, attendance, and gross ticket receipts

Type of event No. of events | Attendance | Average price Gross
Minor league sports 50 250,000 | $15 $3,750,000
Concerts ' 26 156,000 $45 $7,020,000
Family events 26 117,000 $25 $2,925,000
Trade/consumer shows 12 18,000 $10 $180,000
Other events - 20 40,000 $20 $800,000

Total 134 581,000 ‘ $14,675,000

Source: Sage

One of the more distinctive revenue opportunities for indoor arenas is premium seating.
This seating can take several forms of which the most common are luxury suites (i.e.,
seating set.apart from general arena seating and usually connected to catering and other .
services) and club seats (i.e., reserved preferred seating with access to upgraded services).
Premium seating generates significant revenue streams for indoor arenas.

Exhibit VII-2 summarizes the seating experience of 19 mid-sized facilities. On average,
these facilities were in smaller metropolitan areas and had more seating capacity than is
envisioned by this analysis for a Montgomery County arena. Nevertheless, the number
and price of luxury suites and club seats did not particularly correlate to either the size of
these areas’ population or the seating capacity of these arenas. One of the key consumers
of premium seating is the business community. For these metropolitan areas, the average
number of businesses with 25 or more employees was almost 1,100 as compared to over
2,300 businesses with annual revenue of $5 million or more for Montgomery County and
over 11,000 such businesses in the Washington area (see Exhibit III-10).

Exhibit VII-2: Premium seating at comparable facilities

Seating factors Average Values
Metropolitan population o 1,623,537
Seats in arena 12,526
Luxury suites 28
Price/suite $39,874
Club seats ' . 1,007
Price/seat : $1,140

Source: Facilities, Sage

Exhibit VII-3 provides estimated gross and net operating revenue for a hypothetical
Montgomery County arena. As noted, indoor arenas depend on many sources of income,
only a few of which are directly connected with ticket prices.

Based on the experience of comparable facilities, arenas receive a minor share—5
percent to 30 percent—of ticket prices, or a flat fee as a basic rent for the facility. This
analysis assumes conservative (i.e. relatively low) rents of 5 percent for tenant minor
league sports teams and 10 percent for other events. In addition to this rent, the analysis
assumes an average facility fee of $1.00 per ticket, which is-included in the cost of the
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ticket.” Concession income assumes $5 per attendee in gross spending with the arena
capturing a net of 40 percent. Novelties (e.g., apparel) spending is assumed to average $3
per attendee with an arena net of $0.20 per attendee. Parking revenue is estimated at $3
per ticket. Net revenue on parking is 80 percent. Ticket selling by third parties or by the
arena box office is expected to include an average fee of $1 per ticket that is rebated to
the arena. The arena is expected to charge teams and production companies for event
related expenses (e.g., part-time personnel) estimated at $3 per ticket, including a 20
percent fee on top of actual expenses. The fees charged for advertising within the arena
are estimated at $700,000 annually based on comparable facilities.

Exhibit VII-3: Estimated operating revenue based on analysis of comparable facilities

Source of revenue Gross revenue (millions) Net revenue (millions)
Events tickets/rent $14.7 $1.3 '
Concessions $29 - $1.2
Novelties. _ $1.7 $0.1
Parking - $14
Ticket rebates/box office - : $0.6
Event expenses $1.7 $0.3
Advertising $0.7 $0.7
Suites $0.9 $0.4
Club seats $0.6 $0.6
Naming rights - $1.0 $1.0

Total $24.3 §7.5

Source: Sage

In addition to these various fees and charges, premium seating is a key source of income,
also likely to apply to a Montgomery County arena. As indicated in Exhibit VII-2,
premium seating is an important source of revenue for most arenas comparable to the
proposed Montgomery County arena. Luxury suites that seat from 12 to 15 are typically
leased at annual prices of $30,000 to $40,000 to local businesses for terms of several
years while party suites are rented for individual events, typically at $2,000 to $3,000 per
event. Club seats revenue is derived from licenses that reserve prime seats usually on an
annual or multiyear basis at prices of $1,000 to $1,500.

Gross revenue in Exhibit VII-3 assumes 25 luxury suites at $35,000 annually and 500
club seats at $1,250. These estimates are well within the experience of comparable
facilities and, in the case of club seats, are about half of the average number of club seats
at mid-sized arenas. While there are specific expenses involved with luxury suites, all
club seat revenue is considered net revenue.

Finally, naming rights can be a critical income source. The value of this revenue source
varies and based on the experience of comparable facilities and the dense business
presence of the Washington metropolitan area, the study team has estimated that naming
rates will generate approximately $1 million per annum.

7 The facility fee is typically a source of income for indoor arena financiers.
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Based on this analysis, net annual revenue for a hypothetical arena in Montgomery
County is estimated at $7.5 million. This is roughly in line with comparable arenas.

It should be carefully noted that total net revenue is dependent on various assumptions,
particularly the mix of events scheduled at the arena. The mix can either increase or
decrease net revenue. Opportunities to increase this estimated level of net revenue exist
with premium seating, The supply of luxury amenities, particularly club seats, can be
increased if demand is present. Party suites (i.e. luxury suites that can be rented for
individual events) represent another option. Other premium seating amenities, for
instance, catering to the suites, can also enhance revenue.

Operating expenses are estimated in Exhibit VII-4 based on the experience of comparable
facilities. The total operating expense is estimated at $5.1 million. Over half of this total
is attributable to permanent and part-time labor costs and utilities. The estimate assumes
a significant annual contribution to capital reserves to accommodate inevitable
refurbishing and other capital improvements. Operating expenses also assume a
management fee for a private arena operator. Finally, operating expense calculations
presume that the arena will pay property tax regardless of public or private ownership.
This assumption is based on the principle that the primary use will be for private events
and tenants, therefore triggering property tax liability.?

Exhibit VII-4: Operating expenses

Type of expense Value (millions)

Salaries $1.7
Utilities $0.7
Repair & maintenance $0.2
Materials & supplies $0.2
Insurance ' - $0.2
G&A $0.2
Management fee : $0.4
Part-time labor costs $0.2
Property tax $0.4
Other . _ $0.6
| Capital reserve $0.4
Total - %541

Source: Sage

Exthibit VII-5 summarizes operating revenue and expenses and estimates income
available for private financing or debt service. The annual income of $2.4 million would
be an important source of funds to finance the arena. Other funds that could be used to

- retire any public sources of financing are taxes attributable to the arena’s operation,

% The listed property tax is based solely on the real property tax rate for Montgomery County (i.c. $0.624
per $100 of value) on an arena valued at $50 million. Many jurisdictions in the county have their own
property taxes. Should an arena be located in one of these jurisdictions, property taxes paid by the arena
would be increased. The county could choose to classify a publicly owned arena as exempt from property
taxes as is true, for example, of the Baltimore Civic Arena, known as the 1* Mariner Arena.
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. discussed below under fiscal impact. In addition, the State of Maryland would be able to
rely on the facility fee discussed above to finance construction costs.

Exhibit VII-5: Income before debt service

Revenue and expenses Value (millions)
Operating revenue _ $7.5
Operating expenses $5.1
Income before private financing/debt service ' $2.4

Source: Sage
VIII. Economic and Fiscal Impacts

Economic and fiscal impacts would be created both by the construction and operation of
a Montgomery County arena. Construction impacts would be temporary effects lasting
only as long as the construction period, while operational impacts are presumed to last as
long as the arena remains functional.” However, until a building program has been
established, construction impacts cannot be calculated.

The impacts presented below are total effects and include the impacts directly tied to
operations as well as the indirect and induced impacts. Indirect impacts are those
associated with the suppliers supporting operations, the suppliers’ suppliers, and the
whole supply chain linked to the proposed arena. Induced impacts are those linked to the
consumer expenditures of the employees directly and indirectly affected by the arena.

Impacts are estimated for Montgomery County and the State of Maryland. In the case of

the local share of income tax collected by Maryland, the estimates also include effects in -

counties other than Montgomery County.

Operations

Once the Montgomery County arena becomes operational, an ongoing set of impacts
would be generated. These impacts are derived from spending that occurs in
Montgomery County and Maryland as a consequence of arena operations. This spending,
estimated at $12.8 million, is summarized in Exhibit VIII-1. In addition to the net arena
revenue, this spending includes the revenues received by those selling concessions and
novelties after subtracting the arena operator’s share. Also included in this spending are
the expenses associated with producing individual events and with luxury suites.

® In other words, into economic perpetuity.
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Exhibit VIII-1: Spending in Montgomery County associated with arena operations

Source of spending Spending (millions)
Net arena revenue $7.5
Concession sellers’ revenue 1.7
Novelties sellers’ revenue 1.6
Event expenses ' 1.5
Suites expenses 0.5
Total §12.8

Source: Sage

It should be noted that most of the value of ticket prices sold for arena events goes to the
production companies that stage these events. In this analysis the value provided to
production companies is estimated at $11.5 million. It is assumed that these production
companies are based outside of Maryland and as a result this income is not added to
estimated Montgomery County or Maryland impacts.

The economic impacts of operations in Montgomery County are summarized in Exhibit
VIII-2. Montgomery County would be expected to enjoy 764 jobs with income of $6.6
million and county businesses would have sales of $19 million supported by the arena.

Exhibit VIII-2: Economic impacts of operations in Montgomery County (annual,
ongoing effects)

Type of impact Jobs Income Business sales/revenue
(full- and part-time) (millions) {millions)

Direct 684 $4.6 $12.8
Indirect : 52 $1.0 $2.6
Induced ' 28 $1.1 $3.2
Total ‘ 764 $6.6 $18.7

Source; Sage

It should be noted that the jobs estimate is a mix of full-time and part-time positions.
These jobs are concentrated in the leisure industry where the average employee worked
fewer than 26 hours a week in 2006. The remaining jobs are concentrated in the retail
industry, which had an average workweek of just over 30 hours in 2006.'® Other
positions may only be available on a seasonal basis, for example, for the duration of a
sports season. The employment impact in Montgomery County of 764 full-time and part-
time jobs is the estimated equivalent of 509 full-time positions at 40 hours per week,

Statewide economic impacts, which encompass and include local impacts, are presented
‘in Exhibit VIII-3. In summary those impacts are 831 full-time and part-time jobs (the
equivalent of an estimated 560 full-time jobs) with income of $8.5 million and business
sales of over $24 million.

1° Hours per week from Bureau of Labor Statistics, Current Employment Statistics, www.bls.gov
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Exhibit VIII-3: Economic impacts of operations in Maryland (annual, ongoing effects)

Type of impact Jobs Income | Business sales/revenue
(full- and part-time) (millions) (millions)

Direct 701 $4.8 $13.7
Indirect 73 $1.5 $4.1
Induced 57 $2.2 $6.6
' Total 831 $8.5 $24.4

Source: Sage

The government revenue that a Montgomery County arena would generate is dependent
on the use of the facility and its assessed value. As noted above, the study team has
presumed that private users would represent the major tenants and therefore that the
entire property is subject to property taxes.

As shown in Exhibit VIII-4, the fiscal analysis indicates that the facility will generate
$2.4 million in tax revenues/fees for governmental entities in Maryland once operational.
Income tax revenue is generated from the income created by the arena, as shown above in
the exhibits listing economic impacts in Montgomery County and Maryland. Sales tax
revenue is based on consumer expenditures by those receiving income as a result of the
arena’s operations as well as on the sales of concessions at the arena itself. The
amusement tax is a county tax placed on tickets and premium seating sold at the arena.
Property tax is based on the estimated taxes paid on the value of the arena itself.

Exhibit VIII-4: Fiscal impacts of operations (annual, ongoing effects)
Location Income Sales tax. | Amusement | Property tax Total
tax (millions) | tax (millions) | (millions) (millions)
(millions) -
Local governments $0.19 n/a $1.13 $0.31 $1.63
State of Maryland $0.27 $0.47 n/a $0.06 $0.80
Total (State + Local) $0.46 $0.47 $1.13 $0.37 $2.43

Source: Sage

IX.  Financial feasibility

The essential question of financial feasibility is whether available revenue is sufficient to
cover the cost of ongoing operations and to retire any private or public debt associated
with the arena’s construction. As shown above, operational revenue amply covers
operational expenses. This section addresses the issue of covering debt associated with
arena construction. ' '

Sources of Capital Financing

It is beyond the scope of this analysis to recommend any financing strategy for a
Montgomery County arena. Rather the analysis estimates net revenue or income that

. might be available to support capital financing. Such financing is typically the result of
extensive negotiations between or among public and private stakeholders. Such
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negotiations also reflect the fact that any particular project would compete with other
demands for financing, particularly public financing.

Nevertheless, based on past experience, there are various sources of financing that might
be used for the construction of a Montgomery County arena. For instance, the Maryland
Stadium Authority (MSA} finances projects similar to the proposed Montgomery County
arena. MSA provided over half of the funding for the construction of the Montgomery
County Conference Center with Montgomery County providing the remaining funding.
The County represents another source of financing as do private sources. Regardless of
the financing arrangement, this analysis assumes that any public debt would be covered
by taxable 20-year bonds with an interest rate of 8 percent.

Sage assumes an average ticket price of slightly more than $25. This average is based on
a mix of events ranging from consumer shows at $10 per ticket to concerts at $45 per
ticket. It is also assumed that the facility fee would be a sliding fee, ranging from $0.50
to $1.50. The specific facility fee charged would depend upon the price of event tickets.

The significance of that sliding facility fee to revenue from ticket prices and the effect of
an amusement tax at 7 percent can be séen in the following table, based on the
assumptions used in this analysis. Combined, the facility fee and amusement tax equal
12 percent to 13 percent of the ticket price, well within the presumed willingness-to-pay
tax/fee maximum of 15 percent.

Exhibit IX-1: Components of Montgomery County Arena ticket price

Components of ticket Value Share of Value Share of
price total total

Price $10.00 100% $25.00 100%

Amusement tax $0.65 7% $1.64 7%

Facility fee $0.50 5% $1.50 6%

Balance $8.45 88% $21.46 87%

Sources of Funds for Capital Costs

There are three basic sources of funds for capital costs. The first is net arena income

(income remaining after all operational expenses are met). As shown earlier, this annual

income is estimated to be $2.4 million. The second source of funds is the tax revenue
attributable to arena operations. Amusement tax revenue is estimated at $1.1 million.
Sales and income tax revenue is estimated at $0.9 million with most of this accruing to
the State. Property tax is estimated at $0.4 million. Finally, facility fee revenue is

estimated at $0.6 million.
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Exhibit IX-2 summarizes the income available to State/local governments and the arena
owner for arena debt coverage. The exhibit below indicates that a total of $5.4 million is
available for debt coverage.

Exhibit IX-2: Sources of funds for debt coverage

Location Arena Income, Amusement | Facility | Property Total
income sales tax tax fee tax {millions)
(millions) | (millions) (millions) | (millions) | (milions)
Government $0.9 $1.1 - $0.6 $0.4 $3.0
Owner $2.4 ' - $24
Total $2.4 $0.9 $1.1 $0.6" $0.4 $5.4

Source: Sage

The final question of financial feasibility is how much bonding capacity would be
supported by funds available for debt coverage. Both the County and State have access
to the bond market as a source of capital finance. Private owners could also use other
means to finance capital costs.

On an annual basis, a 20-year, 8-percent bond worth $1 million costs almost $1 02,000.12
If all $5.4 million were allocated to financing bonds, a total of $53 million in bonds could
be financed. If instead a decision was made to have a 20 percent margin, then $44.5
million in bonds could be financed. These results are summarized in Exhibit IX-3.. The
allocation of the value of bonds in this exhibit is based on the estimated allocation of
income presented in Exhibit IX-2. As this allocation of income is estimated and subject
to change, so also are the allocations of bond values in Exhibit IX-3.

Exhibit IX-3: Value of bonds supported by arena-generated funds

Agenc Coverage ratio of 1.2 Coverage ratio of 1.0
geney (millions) (millions)
State of Maryland $13.0 $15.5
Montgomery County $12.5 $14.9
Owner "~ $19.0 $22.6
Total $44.5 $53.0

Source: Sage

As a final note regarding financial feasibility, the recent experience of 13 publicly
financed indoor arenas is relevant. These midsized arenas averaged net annual revenue
of $1.1 million and only one reported an operating deficit. These facilities tend to be in

! The facility fee commonly utilized by many jurisdictions to fund these projects typically range from
$0.50 to $1.50 per ticket. This analysis assumes an average facility fee equaling $1.00 per ticket. This
assumption is associated with total facility fee collections of roughly $600,000 per annum. The range of
likely facility fee collections per year falls between $300,000 and $900,000.

2 The Montgomery County Finance Department has advised that bonds for the proposed arena would be
taxable and that the interest rate on such bonds would approximate the prime rate. The department
indicated that the likely interest rate at this point in time would be 8 percent. :

B The analysis recognizes the distinct possibility that the eventual owner may not use bonds to finance its
share of capital expenses. )
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substantially smaller, lower income metropolitan areas than the Washington area. This
supports the notion that a Montgomery County arena supported by a larger and more
affluent market enjoys excellent financial feasibility prospects.* This analysis also
suggests that the project offers sufficient appeal to attract private investors and/or
operators.

- X. Conclusion

The proposed Montgomery County arena is economically feasible. As with all projects
or endeavors, feasibility does not guarantee success. Quality of location, facility design
and management represent variables that the study team can simply not assess at this
time. Nonetheless, based on our analysis of the economic underpinnings of the proposed
arena, its likely operating revenues and costs, its competitive environment, and the
performance of similarly situated arenas throughout the U.S., there is little doubt that the
forces required for financially successful arena operations have been in place for quite
some time. Importantly, of the 13 arenas analyzed in this report for purposes of
comparison and identification of factors critical for success, twelve report operating
profits. Montgomery County’s arena should be no different.

From a public policy perspective, the lack of this type of amenity in Montgomery County
has come to represent a major deficit in what is otherwise an amenity-rich environment.
Given Montgomery County’s superior demographics, the results of our interviews with
potential facility users, and the location and orientation of other facilities in the
Washington area, an arena strategically situated in Montgomery County would not only
be financially feasible and support significant economic activity, but would quickly
establish itself as a treasured community amenity.

' Conventions Sports & Leisure, “Feasibility Study Findings: Proposed Arena in Tucson,” September 13,
2005.
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Appendix: References and Data Sources

The popularity of indoor arenas can be measured in part by the availability of feasibility
studies for these facilities that can be found onlme The following reports were consulted
in preparing this analysis.

C.H. Johnson Consulting, Inc., “Arena Feasibility Analysis: Albuquerque, New
Mexico,” draft, prepated for Arena Management and Construction, Angust 11,
2004.

Convention, Sports, & Leisure, “Feasibility Study Findings: Proposed Arena in
Tucson,” prepared for the City of Tucson, AZ, September 13, 2005.

Convention, Sports, & Leisure, “Feasibility Study for the Proposed Sears Centre ?
prepared for the Village of Hoffiman Estates, IL, February 16, 2005.

Garfield Traub Development, “Lucas County Arena Action Plan,” prepared for
Lucas County, OH Commissioners, August 9, 2006.

The Leib Group, LLC, “Owensboro, Kentucky Arena Project,” undated.

~ The Mayor’s Large Venue Entertainment Centre Task Force, “Report to the

Mayor,” presented to the Mayor, Kingston, Ontario, March 21, 2004,
Weinstein, Bernard L. and.Clower, Terry L., “The Feasibility of an Exposition
Center for Wise County, Texas,” Center for Economic Development and
Research, University of North Texas, April 2005.

Among other data sources used and consulted in the course of conducting this analysis
are the following.

“About BlackRock,” www.blackrockcenter.org

“About Strathmore,” www.strathmore.org

“Arena History,” www.baltimorearena.com

Billboard, AudArena Guide

Citizen Advisory Panel on Merriweather Post Pavillion, “Final Report,” undated.
“Patriot Center Information,” www.patriotcenter.com

ReferenceUSA, business listings for various jurisdictions.

Robert E. Parilla Performing Arts Center, www.montgomerycollege.edu
Sears Centre Arena Information, www.hoffmanestates.com

Shiels Obletz Johnson, Inc., “MARC: Memorial Athletic & Recreation
Complex,” April 22, 2002.

“Stockton Arena sets new standard for mid-sized venues,” Street & Smith’s
Sports Business Journal, December 12-18, 2005.

“The Show Place Arena and Prince George’s Equestrian Center: Upcoming
Events,” www.showplacearena.com

US Census, “2000 American Community Survey Data Profile Highlights,”
various jurisdictions.

US Census, “2005 American Community Survey Data Profile Highlights,”
various jurisdictions.
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e US Census, “Interim Populations: Total Population for Regions, Divisions, and
States: 2000 to 2030,” April 21, 2005. -

e US Census, “Large Metropolitan Statistical Areas—Population: 1990 to 2004 ”
Statistical Abstract of the United States: 2006.
“Verizon Center Facts,” www.mcicenter.com
Virginia Employment Commission, “Population projections by age,” various
jurisdictions, 2006.

e  “Welcome to Rockville SportsPlex,” www.rockvillesports.com

The economic impact analysis is based on data and software created by the Minnesota
IMPLAN Group, Inc. IMPLAN is the industry standard for mput-output based impact
analysis.

Fiscal impacts are estimated using data from the Comptroller of Maryland on income,

sales, and amusement tax rates and payments These data are published online by the
Comptroller’s office.

#5152

Attach B



