MEMORANDUM

Date: May 23, 2013

To: Chairman and Members From: C.H. Huckelberry
Pima County Bond Advisory Committee County AdminiW
Re: Velodrome Cost and Economic Development Issues

As the Bond Advisory Committee (BAC) knows, there was a prior agreement to appropriate
bond funds for the construction of a velodrome, assuming we have a legal commitment
from a partner who will pay for the annual operating and maintenance expenses.

Attached is a recent County staff analysis of the velodrome proposal. As you can see,
many questions remain unanswered, and no legal agreement is in place regarding the
operating and maintenance expenses of the velodrome.

Given our track record of having partners back out of projects when representations were
made to the BAC that negotiations were concluded, | am reluctant to move forward with
any project unless there is a binding legal agreement between the parties involved that
they will contractually and legally meet their obligations to Pima County for the specific
project, if the project is an approved bond program and approved by the voters.

I will be referring this study to the Perimeter Bicycling Association for their review, analysis
and development of a legally binding commitment to pay all operating and maintenance
expenses for such a facility for a period of 25 years.

CHH/dph
Attachment

c: John Bernal, Deputy County Administrator for Public Works
Nanette Slusser, Assistant County Administrator for Public Works Policy
Nicole Fyffe, Executive Assistant to the County Administrator
Diana Durazo, Special Staff Assistant to the County Administrator



MEMORANDUM &
Public Works Administration st
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DATE: May 16, 2013

TO: C.H. Huckelberry FROM: Nanette M. Sluss
County Administrator Assistant County Administrator for Policy

Diana Durazo
Special Staff Assist the County
Administrator

RE: Velodrome Justification

Your April 2, 2013 memorandum requested a comparison of the cost and economic development
benefits for the proposed Arizona Velodrome Project versus those described in the May 2013 edition of
Bicycling magazine. After reading the article several times, the interviewees and author provided no
specific economic benefits. On the contrary, the majority of the velodromes described are in the
conceptual development, planning or early construction phase. Construction is frequently underfunded,
so there is no timetable for completion on any velodromes described in the article. VeloSports Center is
the only operating velodrome in the article that references economic viability. This state-of-the-art
facility was built in southern California to replace the outdoor track built for the 1984 Olympics. The
article shares, “As slick as it is, the facility has struggled commercially and is lucky to have a deep-
pocketed benefactor.” The majority of funding for the velodromes mentioned in the article has been

private.

Because the article provides little to assess economic viability, | offer a brief review of the Arizona
Velodrome Proposal and proforma provided to the Bond Advisory Committee in 2007 and comments
from interviews with bicycle track racing experts. This information is provided as answers to the

following questions:
1. Is there a need for a Velodrome in Southern Arizona?

There are approximately 339 Velodrome tracks worldwide, including 29 velodromes listed in the
United States. Of those 29, there are 8 in the western United States: 4 in California, 3 in
Colorado, 1 in Oregon. See attached table.

2. If so, what type of Velodrome would meet the needs?

There are a variety of track types: indoor, outdoor, and covered outdoor. Concrete, asphalt,
and wood are the most common construction materials for the actual tracks. The track length
that meets professional training standards is 250 meters. The Arizona Velodrome project
proposes a 250-meter outdoor track. The remaining improvements or facility upgrades are all
optional. An outdoor (open-air) facility would most likely be constructed of concrete in Tucson
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because of the heat. In discussions with Populous, who designed and oversaw the construction
of London’s National Velodrome, which is a single purpose venue, their recommendation is that
a Velodrome provides the greatest return on investment when included as part of a multi-
purpose indoor sporting facility, and not as a stand-alone facility. To gain perspective, the size
of the indoor facility to fit a velodrome would be considerably larger than the current Tucson
Convention Center. An indoor facility would most likely require a 40-foot high ceiling.

3. What will it cost to build, operate and maintain the Velodrome?

The London Velodrome costs $180 million. The Velodrome constructed for the 2015 Pan Am
Games in Ontario is estimated at $56 million. A permanent, indoor velodrome structure costs
approximately $20 to $30 million. Semi-permanent or outdoor, single-purpose tracks can be
constructed for considerably less.

There are various arguments on whether the facility should be indoor or outdoor in Pima
County. Some believe our year-round temperate climate makes an outdoor facility very
attractive. Others argue that the extreme temperatures make using an outdoor facility
prohibitive in the summer. The oval design and raised sides reduces cross-breezes, except for
those generated while riding. The current bond project requests $5 million for an outdoor
(open-air) facility. The proposal assumes a five- to six-acre site will be donated for the project.

Operating costs for a single-use facility would be less than a multi-use facility because there is
no need to change out floors and seating, etc. The same is true for indoor versus outdoor
facilities. Costs for operations and vary widely based on the type of facility and the number of
uses. The Arizona Velodrome proposal allocates approximately $300,000 for operations and
maintenance; of that amount, $6,000 is for maintenance. The other velodromes identified in
their proforma package do not identify maintenance costs specifically but have a line item for
facility instead. The average facility costs are $48,000 annually.

There are a few examples of very low-cost velodromes being constructed in the U.S. A case
study of the Rock Hill, South Carolina Velodrome is attached. The Rock Hill Velodrome was
recently completed at a cost of $4 million. The facility relies heavily on volunteers for operations
and maintenance but still allocates $150,000 for this purpose.

4. What can the community reasonably expect in terms of economic benefit from investing bond
dollars in a Velodrome?

The Arizona Velodrome Proposal provides a list of operating expenses and revenues, as well as a
comparison with other velodromes. This information is attached. The Arizona proposal has an
annual income of approximately $300,000 from a variety of sources. The Arizona Velodrome
would employ two staff at a total cost of $70,000, including benefits. Other velodromes show
annual income/expenses of approximately $750,000 with almost half of that amount going to

personnel.
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The effort underway by the Pima County Sports and Tourism Authority to determine sports facility
needs in Southern Arizona includes an analysis of all potential sporting venues, including a Velodrome.
Findings from the Facilities Assessment will provide supporting documentation related to the need,
location, and (if viable) the facility type (multi-use, indoor, outdoor, etc.) for cycle track racing. The
report is anticipated in July 2013.

NMS:Ism
Attachments

c John M. Bernal, Deputy County Administrator for Public Works
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Giordana Velodrome - City of Rock Hill, South Carolina Case Study

R

K7 / e

L (] e

o%

Background

The Riverwalk project is a large mixed use retail/residential development in the City of Rock Hill, South
Carolina. The large-scale development fronts the Catawba River and includes planning aspects to
responsibly integrate the river. The development provides a key segment of the Carolina Thread Trail
along the Catawba River, which is already underway. The Thread Trail system is a regional “network of
greenways and trails that will eventually reach 15 counties and 2.3 million citizens...it preserves nature,
culture, science and history. Hikers, joggers, walkers and runners can enjoy the Riverwalk and spur trails
while connecting to amenities throughout the Riverwalk [development].” It is seen as a significant
regional attraction.

At the heart of the development is the 250-acre Rock Hill Outdoor Center, which includes the Giordana
Velodrome. The Rock Hill Outdoor Center will also have a cyclo-cross course, mountain bike trails
system, and BMX Supercross track. The concept for the Velodrome took several years of planning by a
local attorney, the city’s Economic Development
Department, and Carolina Neurosurgery and Spine
Associates, and was approved due to its being
integrated as part of a larger recreational complex.
The developer donated the land for the center.

The City of Rock Hill held the Giordana Velodrome
grand opening in March 2012 with 1,000 people in
attendance. The facility is owned by the city and
managed by the city’'s Department of Parks
Recreation and Tourism, and was built with a 250-
meter, 42.5-degree banked concrete track that meets
Olympic standards. The velodrome has a grandstand
that can accommodate 800 people and an overhead
officials’ booth. The facility was built as part of the
250-acre Rock Hill Outdoor Center at the Riverwalk along the Catawba River. According to the City, the
Riverwalk and the Outdoor Center is growing with about 9,000 people visiting a month.

Funding

The funding for the velodrome was multi-faceted. The City secured $5 million through the federal new
market tax credit program. Additional funding used included:

- $700,000 raised in sponsorship monies

- the clothing manufacturer Giordana paid for naming rights and committed $20,000 annually for
ten years

- recovery zone development bonds

- hospitality tax and escrow payments

- contributions from founding partners Carolina Neurosurgery & Spine Associates and the
Carolina Healthcare System



Apparently, only interest on the $5 million is to be paid for the first seven years, and $1.2 million will be
waived at the end of the seven years.

Current Events

It was announced that the Giordana Velodrome was
chosen to host the USA Cycling’s 2012 and 2013
International Omnium Track National Championships.

Rock Hill is currently in the design phase for an
Olympic-caliber Bicycle Motocross Supercross race
facility, and it is expected to host future USA BMX
national championships.

Giordana Velodrome-City of Rockhill, South Carolina Page 2
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Annual Operating Expenses

Velodrome Proforma

% of
Total Assumptions
Revenues
Memberships
Annual associate 10,500 300 @ $35 each -- 10% discount on merchandise
Family associate 4,250 50 @ $85 each -- (same benefits as annual)
Corporate associate 7.500 50 @ $150
200 @ $200 -- 10% discount on merchandise &
Track (annual) 40,000 daily use of track
Track (monthly) 30,000 100 @ $25 for 12 months (same benefits as annual)
Subtotal 92,250 30.8%
Daily Usage Fees 7,500 25% 5@ $5@ 300 days
Sponsorship
Title 25,000 Annual fee for title sponsorship of velodrome
Signage 36,000 20 signs @ $150 per sign for 12 months
Subtotal 61,000 20.3%
Merchandise Sales
T-shirts 7,500 500 @ $15
Jerseys 14,000 200 @ $70
Shorts 5,000 100 @ $50
For bottles, hats, refrig. Magnets, paper weights,
Other efc..
Subtotal 26,500 8.8%
Facllity Rental
Outside activities 10,000 10 times per year @ $1,000
6 months @ 2 private coaches @ 4 days/mo @ $20
Track - private instruction 1,920 perhr @ 2 hrs
Subtotal 11,920 4.0%
Weekend Racing

Race entry fees 12,000 1 per month @ 50 @ $20
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Ticket sales 6,000 1 per month @ 100 @ $5
Sponsorship 12,000 1 per months @ $1,000 per race
Concession 7.200 4 concessions @ 1 race per month @ $150
Subtotal 37,200 12.4%
Safety & Education Grants 12,000 40% Youth grants from government
Instruction Fees 12,000 4.0%
Contributions
Community events 12,000 Raise entry fee by $1
Individuals 5,000
Corporations 10,000 -
Subtotal 27,000 9.0%
Annual Classic
Entry fees 3,500 100 cyclists @ $35
Ticket sales 1,500 150 @ $10
Sponsorship 7,500
Subtotal 12,500 4.2%

Total Revenues 299,870 100.0%
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Cost of Sales
Merchandise at 50% cost of sales price (100%
T-shirts 3,750 mark-up)
Jerseys 7,000
Shorts 2,500
Total 13,250
Salaries
$3k per month (too small compared with TTown,
Director 36,000 ete.)
Asst Director 18,000 $1.5k per month (same note as above)
Total 54,000 18.0%
Employee Expenses
Payroll taxés, etc. 10,800 3.6% 20% of gross salaries
Health insurance 4,800 $400 per month
Total 15,600 5.2%
Operating Expenses
Equipment
Repairs and maintenance of donated or
Bicycles 1,800 purchased equipment
Office 5,000 Copy machine, computer, etc.
Events
Announcer for races 3,900 12 monthly races plus "Classic" each @ $300
Purse for monthly races 24,000 $2,000 per race
Purse for Classic 5,000
Monthly race expenses 12,000 $1,000 per race
Classic expenses 5,000
Instruction
Youth class 48,000
Aduits 24,000
Insurance 12,000 Liability and property/casualty
Maintenance 6,000 $500 per month
Marketing and advertising 6,000 $500 per month

Printing 3,600 $300 per month
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Sponsor expenses 5,000
Travel 3,000
Website expenses 2,400 $200 per month
Total 166,700 55.6%

Administrative and General
Half of memberships and merch sales paid with

Bank and credit card fees 1,484 credit card (2.5%)
Legal and professional fees 2,000
Miscellaneous 4,800 $400 per month
Office supplies 2,400 $200 per month
Postage and freight 2,400 $200 per month
Property taxes 2,500
Security 1,200 $100 per month
Telephone 1,200 $100 per month
Utilities
Electricity 24,000 $2000 per month
Water 3,600 $300 per month
Gas 1.200 $100 per month
Total 46,784 15.6%
Total Expenses 296,334 98.8%

Net Income 3,536 1.2%
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Sample P&Ls from other velodromes

Below are sample profit & loss statements from a few other velodromes:

A Prominent U.S. Velodrome (prefers not to be named):

Expenses Income
Community Programs $40,728.30 { Community Programs $97,300.00
Equipment $5.000.00 | Contracts: $53,500.00
Sponsorhsip/Advertising
(non-event)
Facility $48,091,34 | Facility Rentals $13,045.00
Flea Markets $4,000.00 | Flea Markets $490,362.86
Food Services $66.962.42 | Food Services $78,645.84
Fund Raising $7,000.00 | Fund Raising $15,000.00
Insurance $20,408.20 | Grants, Contribution, and $224,864.00
Naming Rights
Merchandise $9,400.00 | Merchandise - $15,250.00
Miscellaneous $26,001.72 | Miscellaneous $1,000.00
Racing Programs $143,410.00 | Racing Programs $195,301,02
Office $46,354.16
Management $246,807.61
{Salaries/medical)
Marketing (incl. wages for $78,804.20
P/T Marketing Coord'tr
Total Expenses $743,270.00 | Total Income (Rounded) $743,270.00

{Rounded)




