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Introduction & Background

Conventions, Sports & Leisure International (CSL) was retained by the Town of Cary to conduct a feasibility study of a potential
new Sports & Recreation Community Center ("SRCC”) in Cary, North Carolina. The purpose of the analysis is to assist the Town,
Wake County, and other project stakeholders in evaluating key market, program, financial, economic and
ownership/management aspects of the potential SRCC.

The envisioned SRCC would address opportunities and needs related to sports tourism (i.e., tournaments) in Wake County, while
also enhancing opportunities for local amateur sports and recreation users. At the same time, the facility is envisioned to be
highly multi-functional, with the ability to host meetings, conventions, concerts, cultural events, esports, and a variety of other
event activity. CSL reviewed preliminary designs for the SRCC, prepared by architecture firm, Populous, with a focus on
evaluating the market demand, financial feasibility, and economic return-on-investment for each of its components (i.e., sports,
meetings, esports, and entertainment event capabilities). The detail presented herein is intended to provide project stakeholders
with the information necessary to make informed, value-driven decisions regarding the SRCC's finalized building program and its
utilization.

The study process consisted of detailed research and analysis, including a comprehensive set of market-specific information
derived from the following:

« PROJECT EXPERIENCE: Experience garnered through more than 1,000 planning and benchmarking projects involving
sports, recreation, entertainment, and event facilities throughout the country.

* LOCAL MARKET ASSESSMENT: Virtual meetings held with key community stakeholders, and in-depth analysis of the
market's existing facility inventory, demographics, socioeconomics, corporate base, hotel inventory, hospitality sales, and
other important elements.

« BENCHMARKING: Research and analysis of facility data and interviews conducted with more than 30 comparable sports,
convention, entertainment, and/or esports facilities nationally.

« INTERVIEWS & OUTREACH: Telephone interviews and virtual meetings with more than 55 representatives of potential user
groups, including key local, state, regional and national athletic organizations, professional associations, entertainment
promoters, and esports leaders that could have an interest in the SRCC in Cary.

High-level descriptions of the key components included within the SRCC's preliminary plans are presented below:

» Sports Fieldhouse: A multi-court fieldhouse venue for basketball, volleyball, pickleball and other indoor sports that will
accommodate local recreation play and youth and amateur sports tournaments.

* Arena/Hyper-Flex Venue: A mid-sized, fixed-seating venue that could host sports championships, concerts, esports, and a
variety of other activity. The venue will also include an 8,000-square foot hospitality space that can be used for meetings and
other events.

+ Community Center: A 77,000-square foot community and recreation center that offers fitness, recreation, education, and
community gathering amenities for the area residents.

Market Demand & Opportunities

Based on the results of the detailed analysis of local market conditions, competitive and comparable facilities, industry trends,
and market demand interviews and survey research, the following key findings have been reached concerning market demand
and market opportunities for the SRCC in Cary, North Carolina:

* DRIVABLE MARKET DEMOGRAPHICS: The 30-minute drivetime population’s average household income surrounding the
proposed SRCC site significantly exceeds state and national averages. This is a positive indicator for the population to
support the community center and arena portions of the development. Overall, the market base primarily consists of young,
suburban families and recent graduate singles. It will be important for the SRCC to offer both adult and youth recreation
programming to appeal to both groups. Further, compared with similar-sized markets, the Raleigh-Cary metro area population
spends a considerable amount of income per year on concert tickets, participant sports, and video game software, all of
which are positive indicators for the success of the SRCC's various components.
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SUPPORTING TOURISM AND HOSPITALITY INFRASTRUCTURE: The Raleigh-Cary metropolitan area recently hosted
approximately 17.8 million visitors in 2022, just 100,000 shy of its record year in 2019. As a growingly popular visitor
destination, the area has experienced growth in amenities such as restaurants, hotels, attractions, and retail, all of which are
increasingly important amenities considered by event planners and sports organizers when selecting their host destinations.
Within a 1-mile radius of the SRCC site, there are 53 restaurants and 46 retail establishments, which suggests a highly
supportive retail/restaurant base for a facility that will host a wide variety of attendees. Further, there are ten hotel properties
within proximity of the SRCC that can provide overnight accommodations for visiting sports tournaments and other activity.

LOCAL/REGIONAL FACILITY INVENTORY AND GAPS: Overall, the Raleigh area’s concert facility inventory is somewhat
saturated, with very limited “gaps” in venue sizes. However, the area’s only venues with between 5,000 and 7,000 capacity are
outdoor venues (Red Hat Amphitheater and Koka Booth Amphitheater). Meanwhile, the area lacks sizable indoor sports
facilities, with only one facility offering more than two full-sized basketball courts available for public use (Net Sports). The
closest facility more than six courts is located more than 60 miles away in Greensboro, suggesting a market opportunity to
address a sports tourism gap in the region.

NATIONALLY COMPARABLE FACILITIES: A set of comparable sports and event facility products were identified for four
different facility type groupings. Key findings from analysis of each are presented below.

» Indoor Sports Facilities: 19 indoor sports facilities in comparable markets were identified averaging 9 full-sized
basketball courts and 16 full-sized volleyball courts. Relative to the population bases surrounding these comparable
facilities, Cary’'s 30-minute drivetime population ranks among the top of the comparison set in terms of population,
spending on traveling sports, and population under 19, suggesting a strong supporting market for an indoor sports
facility in Cary. Reviewed facilities tend to run at an operational deficit, though those that run at a surplus are often
privately managed, highly aggressive in pursuing large tournaments for weekends, feature quality food and beverage
options, and house multiple health- or fitness-related tenants.

+ Arena/Entertainment Facilities: Six (6) arenas in comparable markets were identified averaging approximately 3,800
fixed seats and 4,400 total capacity for concerts. Cary's proximate drive-in base ranks above the median of the
comparison set in terms of population, median household income, and spending on concert tickets. Each of the
venues primarily host sports events associated with their minor league sports tenants. A majority of the venues
occasionally host concerts.

» Conference/Meeting Facilities: Six (6) conference facilities in comparable markets were identified averaging
approximately 55,400 square feet of total sellable space. Each of these facilities are in suburban markets within
close proximity of major cities. Though the SRCC site’s 30-minute drivetime population ranks below the median, the
average household income and corporate base rank above the comparison set Facilities identified are typically
connected to hotels and feature a mix of exhibit, ballroom, and meeting spaces.

» Esports Facilities: Seven (7) esports facilities in comparable markets were identified. The esports industry is still in
early stages of development, and as a result each of the reviewed facilities vary considerably from one another.
Those that are highly utilized, such as Helix Esports in Foxborough, MA, and LEVELUP Arena in Overland Park, KS,
have succeeded in organizing local-focused programming by partnering with youth organizations and academic
institutions in their regions.

POTENTIAL USER OUTREACH: As noted, CSL conducted outreach to more than 55 organizers of sports, meeting, conference,
convention, concert, entertainment, esports, and other events. Key market demand insights for the SRCC project stemming
from these conversations are presented on the following page.
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Key Demand Findings

Overall, market analysis findings suggest numerous opportunities for the proposed SRCC in Cary to address unmet event space
demand in the market, though demand levels vary greatly by event type. The following observations have been made regarding
demand levels and potential economic impact of each event segment. Overall, sports organizers expressed the most interest in
the project, and their events likely have the highest room night and economic impact generation potential relative to the other
event types.

Demand Impact .
©10 | 10 | e

Significant demand exists for a multi-court fieldhouse at the SRCC, and
many organizers expressed interest in using a fixed-seat arena for

Sports (youth, championship events. Planners generally recommended building a very
amateur, 10 10 large fieldhouse that could rival similar venues nationally, suggesting
collegiate,) the inclusion of 10 to 12 full-sized basketball courts under one roof. For

the arena, many would only require 1,000 seats, but recommended
building a fixed-seat venue with between 2,000 and 4,000 seats.

Interviewed promoters expressed limited to moderate interest in using
the SRCC for their touring acts. Competition in Raleigh-Durham'’s live

Entertainment 5 7 entertainment landscape is significant, and top-of-the-line music-
focused investment in the SRCC's arena portion would likely be required
to effectively vie for live entertainment market share.

Event planner feedback suggests material demand for event space in
Cary. A contiguous space with at least 15,000 square feet could
address an important “gap” in the Raleigh-Durham area’s facility supply,

7 5 providing the area with a much-needed suburban conference center
product. However, connectivity to hotel sleeping rooms and other
hospitality amenities will be critical to maximize event levels from this
segment.

Meetings /
Conferences

Interviewed esports stakeholders were generally intrigued with the
proposed SRCC project in Cary. Though it has an exciting future ahead,
the in-person esports event industry is still very much in its infancy
stages. It should not be anticipated that large esports event organizers
will be frequent users of the SRCC, but opportunity exists to grow event
levels, attendance, and room nights associated with this segment over
time.

Esports 6 3
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Market Supportable Building Program - Overview

Based on the analysis presented throughout the full report, high-level building program insights have been prepared that are
designed to stay within a finite base construction cost budget of less than $170 million. Working with Populous, and considering
budgetary considerations, CSL has made the following recommendations. Further, several key principles regarding each of the
envisioned facility’'s components are summarized below. The following page presents these building program elements in greater
detail. It is important to note that this analysis does not include program recommendations for the community/recreation center
portion of the project, which have been developed by Populous.

To Be Included in The SRCC

— Sports Center m Esports Center
W Significant Demand Moderate Demand

. A minimum of 8 courts needed to attract significant * Investment in esports space could likely be
portion of identified market. beneficial in long-term, but proportion of dollars
allocated to this portion should be limited
. Important to include state of the industry revenue relative to other areas of SRCC.
drivers (i.e., high quality food & beverage, health-
related tenants). . Important to note that large events at the
SRCC will likely not be profitable, but LAN
. Should provide substantial revenue to help broader center could breakeven operationally if
complex operate closer to breakeven. marketed to both esports and non-esports

events (i.e., coding classes, corporate rentals,

. Preliminary construction cost estimates
and others).

approximate $670 per square foot.

. Building Program: An esports center with
gaming stations and streaming amenities
approximating 3,000 square feet will be
included within the SRCC's community center.

. Building Program: Considering costs, SRCC design
should target organizers’ recommended minimum of
8 full-sized courts.

Excluded from The SRCC

e Multipurpose Room

Moderate/Significant

Moderate Demand
Demand

. Preliminary construction cost estimates approximate
$1,000 per square foot, suggesting that a potential
arena development may be too costly for inclusion in
the project at this point.

. Considering trends in the industry, a
multipurpose space could cost upwards of
$750 to $800 per square foot. Due to these
costs, and more limited demand measured for

. In the future, an arena with 4,000 or more seats could meeting/conference space in Cary relative to
be considered for development due to such a facility's sports facilities, it is not recommended that a
ability to host economically impactful concerts and multipurpose space capable of hosting
NCAA events. meetings or conferences be included at the

SRCC at this time.
. However, potential may exist for such a

multipurpose space to be housed within
adjacent hotels.

.
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Working with the Town of Cary and using key principles presented on the previous page to guide decision-making, Populous has
developed the following building program for the SRCC. As noted, the envisioned facility would include an 8-court fieldhouse and
82,800-square foot community center. Note that the arena portion of the facility was deemed too costly for inclusion by City
decisionmakers, though opportunity may exist to add such a venue near the SRCC in the future. The remainder of this report
presents analysis related to facility management, staffing, financial operations, and economic impact associated with this
building program.

Identified Building Program for Cary SRCC

SPORTS & RECREATION COMMUNITY CENTER

CARY, NORTH CAROLINA

State-of-the-art multipurpose facility featuring 8-Court Sports Center

Concept: and multi-story Community Center

Facility Size: ~202,300 gross square feet

8 full-sized basketball courts, convertible to 16 full-sized volleyball

Sports Center:
courts

Fitness space, child sitting, senior center, running track, kitchen and

Community Center: .
concessions, locker rooms, and esports room

High-level layouts illustrating the program above have been prepared by Populous. These are shown below.

Preliminary Layouts of Proposed SRCC in Cary, North Carolina

-

Source: Populous, 2024.
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Financial Operating Projections

The exhibit below presents a summary of projected annual financial operating results associated with the potential SRCC in Cary,
as previously outlined herein. Based on the preliminary analysis, upon stabilization (assumed fourth full year of operations), the
potential SRCC in Cary is estimated to run at an annual operating loss of approximately $391,100, before debt service and capital
repair/replacement funding and profit sharing. This projected level of operating profit is consistent with other comparable multi-
use event facilities throughout the country that are typically publicly-managed.

Key revenue drivers include facility rental income, which is estimated to generate nearly $877,500 during a stabilized year of
operations, as well as concessions ($300,000), sports center programs ($488,800) and community center membership/admission,
(nearly $1.1 million).

Opening Stabilized
FINANCIAL SUMMARY Year 1 Year 2 Year 3 Year 4
Operating Revenues
Event Revenue
Rental Income $639,900 $738,800 $820,600 $877,500
Service Income (Loss) (§26,499) ($36,736) (868,141) ($83,520)
Subtotal - Net Rental Income $613,401 $702,064 $752,459 $793,980
Other Revenue:
Concessions (net) $169,600 $212,300 $268,200 $300,000
Subtotal - Ancillary Revenue $169,600 $212,300 $268,200 $300,000
Other Revenue
Advertising/Sponsorship (net) $241,900 $256,400 $271,100 $285,900
Sports Center Programs $264,448 $315,740 $424,952 $488,800
Membership/Admission $877,286 $960,756 $1,027,596 $1,077,285
Other $138,424 $166,151 $195,295 $225917
Subtotal - Other Revenue $1,522,058 $1,699,047 $1,918,943 $2,077,902
Total Operating Revenues $2,305,059 $2,613,411 $2,939,603 $3,171,882
Operating Expenses
Personnel $2,049,500 $1,874,100 $1,947,400 $2,022,200
Utilities $501,100 $516,100 $531,600 $547,600
Operations $483,600 $511,100 $542,100 $569,800
General & Administrative $165,000 $167,500 $170,000 $172,500
Insurance $229,600 $236,500 $243,700 $250,900
Management Fees S0 S0 $0 S0
Total Operating Expenses $3,428,800 $3,305,300 $3,434,800 $3,563,000
Income/(Loss) From Operations ($1,123,741) ($691,889) ($495,197) ($391,118)

Though excluded from this analysis, it is important to note that parking revenue could greatly benefit the bottom-line performance
of the SRCC. Considering the mixed-use developments planned around the site, parking demand may offer year-long revenue
streams that could increase the venue's surplus as well as help pay for important capital expenditures in the future. Assuming a
parking fee of $5.00 per day and considering annual attendance of the SRCC and surrounding sites, parking revenue may very
approximate $1.0 million or more annually.
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Annual Economic Impacts

The exhibit below presents a summary of the estimated annual impacts associated with the SRCC, along with the net present
value of projected economic impacts generated in Cary by the potential new SRCC over a span of 20 years post-opening. The
economic impact estimates additionally assume the following:

* In-facility impacts are driven by the gross spending occurring at the sports facility itself and represent a percentage of gross
operating revenues that are estimated to be net new to Cary.

* Qut-of-facility impacts are generated across a variety of industries within Cary by athletes, families and sponsoring
organizations that do not reside in Cary. Out-of-facility spending by residents who reside in Cary is not counted for this
analysis, as such spending is assumed to represent displaced spending that would have otherwise occurred locally.
Reductions have been made to account for certain spending (i.e., hotel) that is assumed to leak to areas outside Cary.

* |tis estimated that approximately 75 percent of the quantified economic impacts projected for the new SRCC, as outlined
herein, would be "net new” to Cary (reflecting some sports tourism activity assumed for the facility that is already
accommodated within Cary).

Opening Stabilized 20-Year Net
ANNUAL ECONOMIC IMPACT ESTIMATES Year 1 Year 4 Present Value

ANNUAL SPENDING IMPACTS

Direct Spending $8,431,018 $10,670,852 813,847,366 $15,516,230 $228,411,644

Indirect/Induced Spending $5,766,799 $§7,298,756 $9,471,266 $10,612,707 $156,135,718

Economic Output $14,197,817 $17,969,608 $23,318,632 $26,128,937 $384,547,363
ANNUAL INCOME & EMPLOYMENT IMPACTS

Personal Income $5,851,035 $7,401,698 $9,600,035 $10,756,001 $165,844,696

Employment (full & part-time jobs, local economy) 184 232 301 337 337 (per year)
ANNUAL TAX IMPACTS

County Lodging Tax $89,263 $114,109 $149,717 $168,064 $2,587,553

County Sales and Restaurant Taxes $283,472 $362,375 3475452 $533,718 39,501,316

Total Taxes $372,735 $476,484 $625,169 $701,783 $12,088,869

One-Time Construction Period Impacts

The impact of the construction phase is determined by the magnitude and nature of the construction expenditures as well as the
geographic region in which they take place. The exhibit below summarizes the estimated net new economic impacts that could
be generated in Cary with the construction of the SRCC. These impacts represent one-time impacts from construction.

For purposes of this analysis, hard and soft construction costs associated with the potential new SRCC are assumed to
approximate $170 million. It is assumed that 20 percent of spending on materials and 30 percent of spending labor would occur
within the local area, thereby representing net new spending for the local economy. This results in approximately $41.7 million in
net new spending for Cary.

As shown, the estimated economic output (direct spending plus indirect and induced spending) in Cary associated with the SRCC
construction period is estimated at $70.2 million (in 2023 dollars). This impact figure is lower than the assumed total
construction cost expenditures amount due to the assumed leakage of a subset of materials and labor spending outside of Cary.

CONSTRUCTION One-Time
ECONOMIC IMPACT Impacts
Direct Spending S 41,650,000.00
Indirect/Induced Spending $28,597,646
Economic Output $70,247,646
Personal Income $23,656,055
Employment (full & part-time jobs) 499
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The table below highlights the costs and benefits of each of the Center's two primary components. It should be noted that the
development cost estimates below are highly preliminary and represent order-of-magnitude estimates based on nationally
standard per square foot construction cost data.

As shown, while the community center is not anticipated to drive “net new” tourism to Cary, it will still attract approximately
43,000 unique attendees and 492,000 attendee days per year. Meanwhile, the sports center is estimated to attract 132,300 non-
local attendee days, resulting in nearly 21,300 hotel room nights and $15.5 million in “net new” direct spending per year for the
Cary community. Due to its lower cost to develop and significant estimated economic output, the 8-court sports center is

estimated to be the greatest source of economic “ROI" for the SRCC.

CSL

Community 8-Court CENTER
Center Sports Center TOTAL

Owner Public Public Public
Operator Public Public Public
Development Costs $95,000,000 $75,000,000 $170,000,000
Operational Revenue $1,077,285 $2,735,317 $3,812,602
Operational Expenses $1,132,900 $2,552,320 $3,685,220
Net Operating Income ($55,615) $183,000 $127,385
Tournaments / Events n/a 36 36
Unique Attendance 43,000 82,890 125,890
Unique Non-Local Attendance 0 53,533 53,533
Attendee Days 492,000 394,696 886,696
Non-Local Attendee Days 0 132,251 132,251
Hotel Room Nights 0 21,255 21,255
Direct Spending 0 $15,516,230 $15,516,230
Economic Output 0 $26,128,937 $26,128,937
Personal Earnings 0 $10,756,001 $10,756,001
Employment (FTE) 0 337 337
County Lodging Tax (6.0%) 0 $168,064 $168,064
County Sales + Food & Beverage Taxes 0 $533,718 $533,718
ROI (Output to Development Cost) 0.00 0.35 0.15

Note: Preliminary development cost estimates above provided by Populous.
* - includes total cost of community center, sports center, and arena, as well as costs for support space, site costs, parking infrastructure, and sustainable
features, among other items.
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Summary & Key Projections

Based on analysis results, a summary of key cost/benefit projections for a new SRCC in Cary is presented below (upon
stabilization of operations, assumed to occur by the fourth full year of operations).

SUMMARY OF ESTIMATED KEY PROJECTIONS ASSOCIATED WITH

THE PROPOSED CENTER IN CARY, NORTH CAROLINA
(Operating Impacts Reflect Annual Impacts Upon Stabilization, Assumed Fourth Full Year of Operations)

ANNUAL HOTEL
ROOM NIGHTS

21,300

ANNUAL NON-LOCAL
ATTENDEE DAYS

132,300

ANNUAL
ATTENDEE DAYS

886,700

COUNTY SALES & F&B
TAXES

$533,700

ANNUAL FINANCIAL COUNTY LODGING
OPERATING RESULTS TAX

$127,400 $168,100

ANNUAL ANNUAL ANNUAL
DIRECT INDIRECT/INDUCED ECONOMIC
SPENDING SPENDING OUTPUT

$155M T $106M = $26.1M

ANNUAL ANNUAL
PERSONAL EMPLOYMENT
INCOME (FULL & PART-TIME JOBS)

$10.8M 337

ANNUAL ANNUAL ANNUAL
20 DIRECT INDIRECT/INDUCED ECONOMIC
SPENDING SPENDING OUTPUT

Year
impacts

In addition to the quantifiable projections of utilization, financial operations and economic impacts shown above, there are a
number of potential benefits associated with a new SRCC in the Cary area that cannot be quantified. In fact, these qualitative
benefits tend to be a critical factor in the consideration of public and private investment in facilities of this nature. These
qualitative impacts/benefits may include:

CSL

Potential transformative and iconic effects.

Enhanced quality-of-life for community residents of all ages.
Supporting and promoting health and wellness within the community.
Inducement of follow-up visitation.

Spin-off development.

Anchor for revitalization of targeted areas within a community.
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