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the most trusted name in ice rinks

Midland Civic Arena
Business Plan

Executive Summary

The Business Plan is where we put together everything learned in the previous sections.
We have a few recommendations on how to shift the management structure to ensure greater
operating strength compared to the current system.

Supply and Demand Review

Competitive Survey
Executive Summary for Competitive Survey Section

On a national level, ice rental prices are low in the Midland Michigan area. Bay County
Civic Arena has the highest rates seen in this survey with a top rate of $225 per hour, followed
by Saginaw Bay Ice Arena with a top rate of $190 per hour. Midland, with a flat rate of $220,
probably charges most customers more than Bay County since Bay County uses different rental
rates based on usage. Saginaw Bay Ice Arena’'s $190 price per hour maximum is
unsustainable because our sources there say a price increase is imminent. Gladwin
Community Ice and Roller Arena Center is also likely to increase prices for the 2011 - 2012 ice
sports season.

We decided to list the Midland Soccer Club as a competitor for two reasons: Soccer is
competition for ice sports in most areas, and because they are likely to rent turf fields if Midland
decides to make one rink into a turf field. The Soccer Club has more than 2,000 players all year
round, operates 30 outdoor fields, and some of their members rent turf at the fairgrounds in an
unimproved barn structure.

The competitive features present in this area of Michigan are different than warmer
areas of the nation. Most ice rinks run their own internal programs. In the immediate area to
Midland not including soccer, we have 3 government owners, 2 major arenas, 2 privately
owned, and 1 user group owned rinks. Most of the rinks appear to rent large amounts of ice to
user groups. See the further sections of this report for a discussion of the ‘lease holder'
business model.
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Midland is well situated in the competitive standings. Midland's ice rental price is at the
high end for the area, but at least one other facility is getting a higher rate. The Dow Event
Center is getting close to the same amount at $195 per hour, but most civic centers cancel ice
frequently as building needs and usages change. The modern facility at Midland makes the ice
rental rate feasible due to the improved experience. In addition, the user groups are already
paying $220 per hour for ice, which indicates the rate is sustainable for the area. We would not
recommend raising the ice price this year, unless there is a substantial market shift in business
environment. (See the study for more detail in this area).

The Adult Hockey price Midland charges are in line with the amounts charged at other
local ice rinks. Should Midland decide to start running more programs, pricing close to other
area competitors will assure success.

SWOTT Analysis
Strengths

Kenny Benson is a very strong manager

Ice is priced correctly for the area

Facility is still young

Adult Hockey is run in-house

Birthday Parties are run in-house

Far enough from other ice rinks so business is not cannibalized between facilities
Web site is good for the industry and the area

Weaknesses

User Groups holding too much ice

Too many sheets in facility for demand in the area

Mechanical failures are not fixed due to lack of operating money
Area Economy

Not enough Marketing

Opportunities

Convert one rink into turf

Change to an in-house programming perspective

Hire a management company to run the facility so labor costs go down
Rent out the Pro Shop

Rent out Snack Bar to professionals, or run Snack Bar in house



Threats

Deteriorating Economic Conditions

A new facility built within 15 miles resulting in loss of participants

The risks of operating a sports facility in terms of law suits, liability, and personal injuries
Major Equipment Failure

Lack of Funding and Defunding High School Sports Programs including ice hockey

Trends

Youth Ice Sports are holding steady, not growing

Adult Ice Hockey has steady numbers, no growth

Families are cutting expenses, often at the expense of Recreational Sports
Multipurpose Facilities like ice and turf are a new strong trend in the industry

Note on driving times and mileage: Every sports facility user from an adult hockey player
to the typical hockey mom or dad always want to know how long the drive to the rink is. For this
reason, we use driving times, which is the length of time people have to drive to get to a
location. The drive times featured in this study are from Google Maps. The driving distance is
how far they will drive to get there (also courtesy Google Maps). For this study, we used driving
times and distances from the Midland Civic Arena. Most regular recreational users will drive 30
minutes to a rink, although that amount varies on the geographical location.



Summary Table of Competitors

Facility Drive | Drive | Sheets Learnto | Adult Hockey Ice Price
Time | Miles | Turf Skate Hockey | Price
Price Price
Midland Civic Arena 0 0 3 Sheets | Club $1,950 Club $175-
per Team $220
Midland County 10 8 1 Turf N/A N/A N/A $105 for
Fairgrounds Turf
Midland Soccer Club | 14 6 30 fields | N/A $105, 2K players, | N/A
Summer | $240%$285
Bay County Cividrena | 18 15 2 Sheets | Offered Offered | Offered via | $150-$225
via clubs | via clubs | clubs
Saginaw Bay Ice Areng 22 19 1, Rink $50 for 10 | $260 $358$650 | $150-$190
Closed for| classes
Summer
Dow Event Center 29 25 Major N/A N/A N/A $195
Junior
Arena
GladwinCommunity Ice| 47 41 1 Sheets | $50 for 10 | $220 Youth Club | $160-$170
and Roller Arena $280
Closed for Possible
Summer informal increase
Mt. Pleasant 48 31 1 Sheet, $165 to
Close il $190
8/2011
Perani Arena and 60 61 Arena,
Events Center remodel
Ice Mountain Arena 64 64 2 Sheets | $75, 6 $170 $240 About
classes Summer $260
Polar Palace Arena 76 77 2 Sheets | $85, 7 Not Set | $165 $150%$250
Complex classes

This tableshowsa quick comparison a@ompetitiverinks and how they organize their progransny
blank boxes mean the figures were unavailable due to this survey being done in the summer.




Midland Civic Arena

405 Fast Ice Dr.

Midland, Ml 48642
989-495-0610
www.midlandcivicarena.com

Drive Time/Miles: N/A

Management: Government Enterpriseind (Self Supporting Government Entity)

Facility Type: 3 sheets of ice

Ice Rental Price: $220

Programs: Rink runs Adult Hockey, Birthday Parties, and Events. Run as a 'lease holder" ice rink where
management rents ice to user groups. Groups includ#iavid High School, Freeland High School, H. H.

Dow High School, Midland Figure Skating Club, Midland Amateur Hockey League (MAHL), Northwood
University, and Midland Speed Skating Club.



Midland County Fairgrounds
6905 Eastman Ave.
Midland, Ml 48642

(989) 8357901
www.midlandfair.com

Drive Time/Miles: 10 minutes, 8 driving miles
Management: Board

Facility Type: Old Barn for Indoor Turf

Turf Rental Price: Currently $105 per Hour

User Groups: Midland Soccand others



Midland Soccer Club
901 Soccer Dr.
Midland, Ml 48642
(989) 8320895

Drive Time/Miles: 14 minutes, 6 driving miles

Management: Community Organization

Facility Type: Outdoor, 30 fields, Rents an old barn at Fairgrounds for Indoor Turf from January to April
Turf Rental Price: Currently $105 pgerur at Fairgrounds

Programs: Tournaments, Recreational Soccer, Travel Soccer, Adult Soccer, Youth Soccer



Bay County Civic Arena
4231 Shrestha Dr.

Bay City, Ml 48706
(989) 6711000

Drive Time/Miles: 22 minuted,5 driving miles

Management: County government

Facility Type: 2 ice sheets

Ice Rental Price:

Rate Name Volume or Hours Price
High Volume (Mainly BCHA) | 500+ Hours $206
Low Volume 100- 499 Hours $219
Prime Time 4 pmto 11 pm $225
Non-Prime 9 amto 3 pm $197
Morning Ice 6 amto 9 am $151
Summer Ice 4 - close $213
Summer Daytime Ice $192

Programs: Bay County Hockey Association (BCHA), Dry Floor Events, Leased Ice Times, Adult League
Hockey, Bay County Speekskaiidp, Birthday PartiesSkate Bay Figure Skating Club




Saginaw Bay Ice Arena

6129 Bay Road

Saginaw, Ml 48604

9897998950

Drive Time/Miles: 22 minutes, 19 driving miles

Management: Community Hockey Organization

Fecility Type: 1 sheet

Ice Rental Price: $160 to $190, Ritdsedfor summer Schedule starts August 7

Programs: Tournaments, Adult Hockey, Youth Hockey, High School Hockey

User Groups: Greater Saginaw Amateur Hockey Association, Heritage High School, Nouvel Catholic
Central,Swan Valley Hemlock



TheDow Event Center
303 Johnson St
Saginaw, Ml 48607
(989) 7591348

Drive Time/Miles: 29 minutes, 25 driving miles

Management: SMG (formerly Spectacor Management Group), Saginaw County Building Authority, Event
Center Advisory Group

Facility Type: 1 sheet, Major Junior Arena (5,527 seats)
Ice Rental Price: $195

Programs: Basketball, Arena Football, WWF, Concerts, Hockey, also has additional venues in the
complex

User Groups: Jehovah's Witness Regional Conventigmav Spirit Hockey OHL Franchise



Gladwin Community Ice and Roller Arena
402 James Robertson Dr.

Gladwin, Ml 48624

(989) 2464386

Drive Time/Miles: 47 minutes, 41 driving miles
Management: County Government

Facility Type: 1 shegturallocation, roller in Summer

Ice Rental Price: $150, possible increase $160 to $170

Programs: Hockey



Mt Pleasant ICE Arena/lsabella County Events Center
5165 E. Remus Rd.

Mount Pleasant, Ml 48858

(989) 7729623

Drive Time/Miles: 48 minutes, 3iriving miles
Management: County Government

Facility Type: 1 sheet, closed

Ice Rental Price: $16%190

Programs: Hockey



Perani Arena and Events Center
3501 Lapeer Rd.

Flint, MI 48503

(810) 7440800

Drive Time/Miles: 60 minutes, 61 drigimiles

Management: Firland Management

Facility Type: 1 sheet, Former IHL Arena (4,021 seats)

Programs: Concerts, Ice Hockey, Boxing, High School Graduations, College Graduations

User Groups: Michigan Warriors (NAHL)



Ice Mountain

5371 Avalanch®r.
Burton, Ml 48509
(810)

Drive Time/Miles: 64 Driving Minutes, 64 Driving Miles
Management: Private

Facility Type: 2 sheets of ice

Programs: Rink runs Adult Hock&puth HockeyBirthday Parties, and Events.

User Groups: Michigan Mountain GaParks and Rec classes, Ice Mourfigare Skating Club,
Kettering Univesity, Clio High School, Grand Blanc High School,



Polar

Palace —=——

Arena Complex 3301 Davison Road Lapeer, Ml 48446 Phone: 810-245-7778 Fax: 810-667-3639

Polar Palace Arena Complex Ice Skating Rink

Drive Time/Miles: 76 Driving Minutes, 77 Driving Miles
Management: Private

Facility Type: 2 sheets of ice

Ice Rental Price: $1566250

Programs: Rink runs Adult Hockey, Birthday Parties, Events, Learn to Play Hockey, Learn, tdskhte,
Court, Arcade

User Groups: Lapeer County Hockey Association, Lapeer Storm



Analysis, Ice Time Supply and Demand

Competitively, management priced the Civic Arena correctly for the area (closest
competitors charge $195 to $225 per hour for ice time). At an ice rate of $220 per hour, the
facility is at the high end of the range, but considering the facility is newer than all competitors
and has nicer amenities, the value justifies the higher rate.

Third Rink Too Much Ice for the Area

Installing the third sheet of ice created a glut of ice rental time in the area. According to
the US Census in 2006, Midland had 41,551 city residents. Midland County and Bay County
combined have 191,400 residents. The two counties hold 43,400 residents under the age of 18.
Considering that the residents of the two counties are the likely ice rink users, these numbers
are too thin for a three-rink complex especially since Bay County operates a two-sheet facility in
close proximity. Median household income for Bay County is $43,696 with Midland County
being $51,029. Most households that support hockey are usually more affluent than the median
figures culled from the 2010 census cited here. Since the area has a lower income, then a
lower number of potential users exist than we see in areas that are more affluent.

The future for Michigan looks problematic according to census figures. There are less
people living in Michigan in 2010 than in previous census figures. A declining population means
there will be fewer households participating in ice sports as time passes. This is another
persuasive reason to shut down one of the sheets of ice.

Determining if a rink is feasible is more of an art than a science. There are no exact
figures mandating the population in an area to be a certain size or income class to support a
twin sheet facility. Factors to consider include how far North a facility will be located, how close
the nearest ice rink is located, average household income, number of children in the area, total
population in an area and how many USA Hockey Members or U.S. Figure Skating members
reside within an area.

Midland and Bay County population within a reasonable area of the rink is too small to
support three sheets. The household income average is too low for ice sports affordability for
more than half the households making the recommendation for a turf field reasonable since
soccer is a less expensive sport. Judging by the 3,673 ice hours rented last year, this facility
has too much ice for the market.

The feasibility report performed by Suburban Sports in 2003 posted some information on
ice rentals in the Midland area. The Fast Ice user group stated that their ice utilization would be
5,500 hours after building the new facility. Suburban felt that was an aggressive goal which was
not sustainable. They decided to use 5,000 hours for all projections. Since the city built the
new facility, there has not been a single year with 5,000 hours of ice rented. Please see
attached chart and graph. Since the arena did not rent 5,000 hours of ice, the third rink is
underutilized. In addition to these factors, the Bay County Civic Arena within 15 driving miles or
22 driving minutes is too close to the Midland Civic Arena.
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Ice Rental Hours, annually

IceHours Rented Yearly

Ice Hours 4000 4550 4430.66 4569.5 4329 4733.18 4007.17 3673.16*
Year 20012 20022003 20056 20067 20078 20089 200910 201011

*Adjusted ice hours after adding-imouse senior league ice hours
(Figures courtesy Midland Civic Arena)

Incorporating in the factor that ice sports are not growing now, Midland cannot keep the
third rink open thinking that the market will grow large enough to fill the third arena. Additionally,
the population in Michigan shrank between 2000 and 2010, reflecting fewer households to
participate in Midland Civic Arena programs. The bar-graph shows shrinkage in ice rental
hours. We think this diminishment is due to steadily worsening macro-economic effects coupled
with a multi-school closing in Midland. We have seen similar shrinkage in ice demand
throughout the nation since the 2008-09 season.

The city decided to build the Midland Civic Arena during good economic times. The
local youth hockey group (MAHL) had a large waiting list, and the other groups projected an
increased demand so as a result, the city decided to add another ice surface to the arena. With
the economic hardships hitting much of America today, this decision created too large an arena
complex for the area to support. Therefore, Rink Management Services Corporation
recommends that Midland close one of the ice surfaces and convert the pad into indoor turf.
Rink Management has found a potential user group to rent some of the turf time in this arena
and recommends Midland Civic Arena develop in-house soccer, lacrosse, and flag football
programs to use this facility.



Economic Impact

The Midland Civic Arena has considerable economic impact for the city. Using the
Arena Foot Traffic work sheet generated by arena staff, we were able to do an analysis of
economic activity due to rink operations. According to the Foot Traffic report, an estimated
653,130 visits (or 163,283 parties of four) occur to the facility over the period of a year.
Tournaments have an attendance of 63,808 visits. Usually half of a tournament comes from out
of town, so for motel rooms we estimated 31,904 visitors from out of town. Of those out of town
visitors, we estimated each group of four rented a motel room yielding 7,976 hotel rooms rented.
To compensate for out of town visitors staying with friends, or at other low-cost
accommodations, we estimated that 4% of the total groups, or 6,531 motel rooms were rented.

Michigan State University has a web site set up with an economic impact calculator
specifically for Michigan. We used the "Michigan Economic Impact Calculator-Metro-Regions"
to calculate the economic impact of these numbers. Here is the summary of results:

163,283 visitor party nights in the area resulted in $11,619,107 total spending. 71% of
this spending was captured by the local economy yielding $8,224,594 in direct sales to
tourism-related firms. These sales generated $3,232,928 in direct personal income,
$4,887,432 direct value added and supported 247 direct jobs. Every dollar of direct sales
yielded 1.443 in total sales effects including indirect and induced effects. With multiplier
effects tourist spending resulted in $11,871,240 total sales, $4,571,677 in total personal
income, $7,133,446 total value added and supported 304 jobs.
(https://lwww.msu.edu/course/prr/840/econimpact/michigan/ecimpest.html)

In the final analysis, the Midland Civic Center contributed $11.8 million in visitor
spending and supported 304 jobs.

Fee Structures

While the ice rate is correct for the area, there are a few places where the Midland Civic
Arena could use a repositioning. The city should reconsider being a 'lease holder" ice rink and
start to run programming. Rink Management Services Corporation recommends the city start
the following programs in the 2011 - 2012 winter season: Learn to Skate, Freestyle Figure
Skating Practice, Learn to Play Hockey, and start in-house Youth Hockey.

Cost to produce one hour of ice

Cost to produce one hour of ice varies depending on how much ice is rented each year.
Using $1,128,123 representing projected expenses in 2011 - 2012, paying interest on debt of
$325,000 (estimated) in payments annually, and considering that the depreciation expense is
equivalent to equipment replacement cost yields a total expense of $1,453,123. Taking this
expense and dividing through by number of hours rented in 2010 - 2011 (3673.16) yields a cost
of $395.61 per hour of ice sold. If the ice hours ramp up to 4,733.13, as it was in 2008 - 2009,
then the cost would drop to $307 provided expenses stayed consistent.



Lease Agreements

Midland Civic Arena should continue to enter lease agreements with the outside groups.
These agreements should not allow any group exclusive rights to any programs. We
recommend that the Midland Civic Arena rent ice to the Midland Figure Skating Club based on
actual need rather than allow their trying to control ice slots. We recommend the arena start
in-house Learn to Skate programs during the vacated ice.

The Midland Figure Skating Club has a limited time to run their program utilizing their
current methods. The Midland Figure Skating Club complains that $220 per hour is too much to
pay for ice. Yet, even with that comment, one of the rinks in the area charges $225 per hour for
prime ice. The Midland Figure Skating Club is in precarious straits. They are renting the same
amount of ice as in previous years, but with a sharply diminished membership. Membership
declined from 60 - 70 skating members to today's 25. They are charging $22 per hour to their
members to occupy ice that other groups or in-house rink programs could use. The $22 per
hour indicates most sessions average 10 skaters. Most figure Skating Clubs charge members
considerably less for ice, in the area of $10 to $13 per hour. This practice raises warning flags
because eventually Midland Figure Skating Club will run out of money and members to pay for
the ice. Midland Civic Arena needs to plan ahead to take over programs run by the Figure
Skating Club if the club fails.

The Youth Hockey Leagues rent about 44% of the ice in the facility. If other groups exist
in the area, this figure should be cut slightly and the ice given to the other groups. Diversity in
tenants helps to ensure the long-term success of the facility. The Midland Civic Arena should
not get into the travel youth hockey team business. This area of hockey is very time consuming,
labor intensive and rightly belongs in the hands of volunteers. However, the Midland Civic
Arena should start their own in-house program to diversify ice-using groups.

Snack Bar

The Midland Civic Arena should operate the snack bar, which is currently operated by
the youth hockey league at a rate of 10% gross sales. If the Midland Civic Arena operates the
snack bar, they could receive 40% to 60% of the revenue as gross profit with 25% net profit.
Right now, the Midland Civic Arena pays to fix the cash registers, pay for water, electricity, and
sewer for this amenity. Once the Midland Civic Arena takes over this operation, then other
events like speed skating and figure skating will find the snack bar open consistently during their
meets.

Concession Analysis
2008 2009 2010 2011

Gross Sales $123,500 $128,050 $81,540 $82,000
25%Net Profit $30,875 $32,013 $20,385 $20,500
CurrentRent $12,350 $12,805 $8,154 $8,200

Additional Income  $18,525 $19,208 $12,231 $12,300






