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Section 1

Situation Overview



14 | STAVI ANOINAVA

uollenjeA Uo MaIA Jo uoissaldxe

ue s| uiaiay pauiejuod bBuiyjoN ‘palsedald atem Asy) yoiym uo siseq ay} Jo ‘suonoalosd pue sajewnsa yons

1o} Ajjiqisuodsal a)e) Jou saop sawe puowdey ‘sjeinddoe pue a)a|dwod Si UOIBWIOoUI YoNs pawnsse sey
pue ‘saAlnejuasaildal sy 1o/pue si1o}sanuj Ayinb3 ay) ‘umo] sy} Ag papincid uoljewIoul 8Y) UO paljei sSeY Y =

UMO] 8y} pue slosIApe a1y} ‘slo)saau| Ajinb3 ay) Aq pasedaid
2ouabi|Ip a|qejieAB pamalnal pUB Sjed 80Ualajuod snoJawnu pjay sey ry ‘Juswabebus s) aoulg -

"s10)saAu| AJinb3 ay} 03 slosiape yum suoissnosip uebaq ry ‘0L0Z Jequadaq u] =

Wl UOONIISUOD (.10d.) ou] ‘BpeUB) Si0PNNSUO) TDd
sjuejnsuoy juswabeuely anua eualy (.89,) 'd"1 ‘wnnoads |eqojo
sJojsaAu| Alinb3 ay) 0} JOSIAPY [BIoUBUIH (,ueouen,) "dion AQinuac piosseue)
sjue}nsuo) ubisa( |einjoayyoly (.g99.) leuoneuialu| SJUBHNSUOD WNIPE)S 3 S}O9)yoly gdd

sjoy awieN JOSIApY

'slosinpe Buimoljoy sy buiziiyn Apuaund ale si10)saAu] Ainbg =
010z ¥snbny ul uebaq umo| sy} pue si0}sanu] Alinb3 Yypm suonesisAnuo) =

(sasn Jayjo
1o} papuajul jou s| podai siyy) 193loud 8y} 1o} saAneuss)e ainjongs [eyded pue Buidueuly Buen|eas ul JsiSSe 0}
0102 Jaqwaoaq ul (,umo], ay} 1o ,weyyiepy,) weyyiep Jo umo] ay} Aq pabebus sem ( y,) sswer puowhey =

(Joslold, ayj 10 ‘ eualy weyiep,) anusd weyylepy ul euale ue bunonlsuod
jJo Aqissod ay} yum ( siadojena(g, 1o  s10}sanu| Ajinb3,) dnoub Jojsanul ue Aq payoeoidde sem umo] ay] =

uoljewoju] punoabyoeg

WVHEIEYIA

M3IAIBAQ UOHEN)IS




[T : STRTETI, “.__, = : 7
___ ' ) w1 [ '-"‘.?-'.'_?"qﬁ 5’; "

Situation .Over\-liew (]EI‘ARKHAM

RJ Objectives

= Markham has been given an opportunity, whereby the Equity Investors would invest $175 million used
towards the development of a marquee destination in the Town

= RJwas engaged to assist Markham in evaluating the options for raising the additional capital required to
construct the Markham Arena

=  The Markham Arena proposal from the Equity Investors assumes a $350 million total development cost,
50% of which the Equity Investors assume is funded by Markham or other sources of capital raised by
Markham

= RJ’s objectives in assessing the opportunity include:
— Analyzing the cost of completion estimates for the Project
— Analyzing the pro-forma financials of the Project
— Addressing the potential financing alternatives
— Addressing the potential capital structures
—~ Evaluating the funding sources and financial qualifications of the Equity Investors

=  This report assumes there is no Major League tenant residing in the Markham Arena
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Section 2

Cost of Completion



8 SHANVI ANONWAVH

2AIDSBI 15818V Jeak BUO B Joj Uolw 01§ pajewnss ue sspnpu) (1)
UMO] BY} Y)iM 90USpUOdSaLIoy PUB SOWSJY UMO] ‘UMO] U} O} UCHeUBSald 10d [8aInos

15 4 $ $}s09 J99foud [ejo L

23 ) S}S00 aInjonasesu| Jayio

19 ¢ S}S0D paje|oy UoonISuoD-uoN

0] $ S§s0D Yyos

80¢C $ s)s0) pJeH
s1S09 123loud |B)O |

S8JewWl)sa 1S09 S, 1Dd WOl papnioxe S19M S)S0D aINJONIISBIUI Palijuspl Jo Uoljjiw z¢#$ ‘Aleuonippy =

(1) Uoijjiw zz$ jo Aousbunuos |essuab e pue | SH JO uoljjiw E$ SapniouUl yaiym ‘uoljiw Lg¢ Ajjewnxoldde aq
Aew pue pajejsispun sieadde s}s0d paje|al UOIIONIISUOD-UOU JO UOI|IW | G$ pawnsse sio)sanu) Ayinbg ayy =

uojjiw GO $ 03 sisod Yyos |ejo} ay) buibunq ‘sabireyo Juswdojansp
Jo uoljiw $1$ Buipnoxs ajewnss s,UMo] a8y} yum aul| ui Ajjessusb ale uoljiw |64 JO S}S0O UONONISUOD YOS =

S)S092 UOIDNJISU0d asay) aanpal Aybiis 0} spew aq Ued SUONEJIPOW UIelaD ‘ISAMOH —

ajqeuoseal sieadde s}s09 piey Jo ;4//62$ palewiss s,10d ‘se|qeledwod uleuad uo paseg —
SUOI})IPUOD Ja)Jew Jualind Jo aAlO8|Yal 8le uol||iw 80Z$ JO SISO UONONIISUOD pleH =

€102 Jo Jauenb jse; ay) ybnoay) uni pue |eoijoeld se UOOS Se Lejs pjnom polad uoonysuoy  —

(uonsjdwod jyun siseq Ajyjuow e uo pied) uoioajoid UNI-IBA0 }1S09 BWOoS sapinoid JoBUOD 1SO00 W4 —

seuale Jejiwis Buip|ing yum asusuadxs s Auedwod ay) uo
paseq sjqeuoseal sieadde euale Jeas 00G'6| B 10} UOI||I 66Z$ O SISOD UOIONASUOD |B)0) Pajewnse s,10d =

S]S0O pajejal uoljoNISUo-uou uoljjiw |G$ (1) pue sjsod uoponsuod Yyos uoljiw Le$ (1) ‘SIsod uondINIISUOd
pJey uoljiw goz$ (1) Jo pasudwod uoljjiw 0Ge$ a4e s)soo Juswdol|aaap |ejo} pajew)sa SI0)sanuj Ayinb3 sy s

suoneAlasqQ Altewwing

NVHNH\?@ uonajdwo Jo 3s09

o= = e
Pl " | d
TIA YR R ol s SRNBOIOEE TS |
e it S e e e




-' (": : uil)
Cost of Completion (|Y|ARKHAM

Additional Infrastructure Costs

=  Based on the Town’s current estimates, there is approximately $42 million of additional infrastructure costs
necessary to support the project

— Costs are incremental; not anticipated to be incurred by Town absent the Project
—~ Costs are directly attributable to arena construction, but not included in PCL construction budget

— Equity Investors are not proposing to cover any of these costs

Additional Infrastructure Costs Typical

(3'sin MMs) Funding Source
Parking $ 23.8 Equity Costs

407 Pedestrian/Shuttle Concourse 0.5 Equity Costs

Go Sports Facility Pedestrian Bridge 1.0 Equity Costs

Local Road Costs 2.5 Equity Costs

Sanitary Watermain Upgrade 3.7 Equity Costs

Storm Water Management (Onsite) 1.5 Equity Costs

Total Project Costs $ 33.0

407/Warden Ramp Reconfiguration 3.0 Deelopment Charges‘"
Road From Warden to Parking Lot 6.0  Dewlopment Charges'!
Additional Infrastructure Costs $ 42.0

Source: Town Memo “Re: Markham Centre” to John Livey, CAO dated 12/2/2010 & meetings with the Town
(1) For illustrative purposes the cost associated with the service road form Warden to the parking lot are included, although typically funded with development charges
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Pro-Forma Financial Forecast

(MARKHAM

Annualized Profit & Loss (“P&L”) from Standalone Arena

=  Global Spectrum is a venue
management company engaged by the
Equity Investors to manage the
proposed Markham Arena

=  Global Spectrum provided a forecast of
the Project’s stabilized EBITDA
contribution of $3.1 million, which does
not appear to be based on
unreasonable assumptions given our
diligence to date

= A supplemental forecast provided to
the Town by Equity Investors indicated
a $10 - $11 million annual EBITDA
contribution opportunity, which RJ
determined to be unfounded

=  The forecast did not account for any
capital reserves, estimated at $0.5
million/year("

Source: Global Spectrum Pro-Forma, presented to Town 11/10/2010

Project Level Summary P&L - Global Spectrum Pro-Forma
($'s in MMs)

Rental Revenue

Ticket Revenue

Ancillary Revenue (Concessions, Catering, etc.)
Total Event Revenue

Other Income
Advertising (Net after Comm.)
Naming Rights (net after Comm.)
Luxury Seating
Miscellaneous
Total Other Revenue

Total Revenue

Expenses
Salaries & Benefits (Full & Part-Time)
Materials, Supplies & Services
Total Expenses

Earnings Before Interest, Taxes, Depreciation &
Amortization ("Project EBITDA")

$ 1.9
2.0
1.8
$ 5.7
$ 1.2
0.8
2.8
0.4
5.1
3 108
$ (32
(4.5)
$  (1.7)
$ 3.1

(1) This is typically represented as 5% of annual gross revenue or 5% of combined hard and soft construction costs over the iife of the project, assumed to be 30 years (in 1his case both measurements

are approximately $0.5 million)
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Pro-Forma Financial Forecast | WL\RKHAM
Observations - Naming Rights Detail

=  There is a wide range of annual revenues associated with naming rights

— The Sprint Center in Kansas City is a large scale arena without a Major League team; however, the
arena was awarded a 25 year naming rights contract at $2.5 million per year

— Two recent large metropolitan arenas currently have obtained $20 million/year bids for 20 year contracts
(e.g. Barclays Center, New York and the L.A. Project- Farmers Insurance)

— Naming rights contracts fell from their peak pricing, but appear to be on the rebound
— Current naming right contracts are averaging approximately $2.5 million/year

— Based on this information, it appears that there is upside potential to Global Spectrum budget of $800K

Arena Naming Rights
Number of Naming Rights Contracts Amount Per Year (000s)
— T $4,000 |

L $3,500 '
1

- $3,000
- $2,500

- $2,000 |

- $1,500

- $1,000

- 8500

'90-'95 '96-'00 '01-'05 '06-'10

N Naming Rights Contracts == Average Amount/Year
s - . S |

Source; Public Resources
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Section 4

Sources and Uses
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Sources & Uses @

Annual Funding Summary - Based on the Proposal

Based on Proposal, available annual cash flow to support a debt raise includes:
— Proposed $1 million payment from operating cash flow
— Plus: estimated additional parking revenue of $1 million / year
— Less: capital reserves of $0.5 million / annum

»  Based on the above cash flow, the total annual funding shortfall prior to including amortization is
approximately $10 million("

= Assuming a 20 year term (with straight line amortization) the annual funding shortfall is approximately $17
million(™

=  In summary, the Town'’s initial funding cost, not funded by the Equity Investors, is estimated at $241 million
with an annual funding obligation of $10 - $17 million (with and without principal amortization, respectively)

— Lack of amortization would create significant refinancing risk

=  Opportunities and risks exist that may increase or decrease both the total Project construction costs as well
as the annual cash flows available to service debt, as discussed in following section

1) Assumes 5% interest rate

RAYMOND JAMES 17
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Financing & Structuring Alternatives

—
VIARKHAM

Overview - Financing Alternatives Based on Proposal

RJ assessed availability of financing from the following sources based on economics of the Proposal:

3rd Party Financing
(Alternative 1)

Markham Guarantee

of 34 Party Financing
(Alternative 2)

York Debentures
(Alternative 3)

Developer Debt with
Limited Markham

Guarantee
(Alternative 4)

RAYMOND JAMES

= Arena to be funded with no support from Markham

= Access debt capital markets (bank/bond market)

= Despite attractive equity contribution by Equity Investors, 3 party financing
is not available due to lack of stable cash flow stream

= Markham to provide a limited or complete guarantee of the debt

= Guarantee could come in various forms/sizes (typical guarantee, pledge of
certain assets)

= Practically, Markham would need to guarantee principal and interest and
would be responsible for making the debt service payments

= Markham makes request for debentures to the Regional Municipality of York

= Investors receive credit support from York Region, and York Region looks to
Markham to fufill the obligations to the investor

= Practically, Markham would be supporting the guarantee of principal and
interest and would be making the debt service payments

= A combo alternative was also considered whereby the Developer raised the
debt and, given the lack of cash flows, the Town would provide a limited
guarantee to help reduce the interest rate to more favorable market terms

= As discussed above, 3™ party financing is not available without a full
guarantee of debt and interest as well as a source to fund debt service

19
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Financing & Structuring Alternatives @\ RKHAM
Negotiated Transaction — Overview

=  Multiple opportunities are available to the Town to reduce the initial Project funding requirements and
consequently the ongoing debt service amounts. Such benefits could come from:

— Credit enhancements provided by Markham

» Contributions to the initial funding (e.g. community use funds, deferral of development charges,
etc.)

« Utilization of initiatives funded from other programs (e.g. parking structures that may be
developed with an award from the Pan Am Games)

* Future revenue streams (e.g. bonusing payments)
— Additional contributions/concessions from Equity Investors
* Less expensive build out of the Markham Arena

« Contractual rights to all of certain cash flow streams (particularly naming rights and advertising
revenue)

* Additional equity contribution
— Contributions from alternative funding sources
» Additional contributions could be made from Provincial, Federal or other sources

RAYMOND JAMES 21
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Financing & Structuring Alternatives | CWRKH AM
Negotiated Transaction — Cash Flow, Debt Capacity and Funding Gap

=  The potential annual cash flows broadly associated with the Project on a stabilized basis, including
concessions from both the Town and the Equity Investors are illustrated below

Project and Associated Cash Flows'"
($'s in MMs)
Project EBITDA $ 3.9

Capital Reserves (0.5)
Parking Revenue'¥ 1.2
Annual Project Cash Flows 3.8
Annual District Energy Costs™ (0.6)
Tax Increment Financing-Like (Within Markham Centre)™® 27
Voluntary Builder Contribution on all Units in Markham Centre®® 25
Section 37 Bonusing Within Markham Centre®® 0.7
Town-Based Annualized Enhancements T~ 53]
Net Cash Flow Available to Service Debt $ 9.0

= The implied debt amount that may be raised based on the above cash flows and the Town and/or Region’s
credit is $118 million resulting in a funding shortfall (“Funding Gap”) of $89 million(”)

— Any shortfalls in the assumed available net cash flow in a given year would have a corresponding
dollar-for-dollar shortfall to the debt service payment obligations

— Implied debt raise is not a market based approach (i.e. debt providers would not attribute similar value
to cash flow stream utilized in this alternative)

(MCash flow schedule assumes that the negotiated deferrals and contributions are made to their full extent, based on the identified items

EBITDA includes the $1 million payment to the Town

(IThis is typically represented as 5% of annual gross revenue or 5% of combined hard and soft construction costs over the life of the project, assumed to be 30 years (in this case both
measurements are approximately $0.5 million)

“Source: Correspondence with Town Staff, shown net of certain parking revenues shown in Global Spectrum Pro Forma

SSource: Correspondence/Feedback from Town Staff (Note: to the extent the total initial capital savings is less than $8.5 million the associated costs above would decrease)
®Source: Correspondence/Feedback from Town Staff

(MThe $118 million assumes a 5% interest rate, as does the $89 million in addition to a 20 year amortization period
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Section 6

Next Steps & Recommendations
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Next Steps & Recommendations \
(IEIARKHAM

Next Steps

Obtain Town Council approval to move forward with evaluation of the opportunity

— Do not provide any substantial commitments before significant progress on various improvements to
the Proposal have been negotiated

= Engage Raymond James to continue to “quarterback” assessment of Project, assist in negotiations with the
Equity Investors and pursue necessary debt capital to consummate any agreements or transactions

=  Complete financial qualification review of Equity Investors
=  Negotiate letter of intent / term sheet with the Equity Investors
— Assess and finalize the legal / funding structures
— Determine actual tangible costs / benefits (i.e. cash in/outflow) of the Project
— Determine the tangible and intangible benefits of the Project
— Document timeline and milestones

— Socialize/obtain approvals from York Region and others that may be required
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