Item 20

CITY COUNCIL

Meeting Date: April 3,2012

General Plan Element: Economic Vitality

General Plan Goal: Sustain Scottsdale as a tourist destination
ACTION ITEM

Accept the DDC Phase lil Feasibility Committee Recommendations and Work Program. Adopt
Resolution No. 8998 accepting the DDC Phase il Feasibility Committee Recommendations and Work
Program for moving the DDC project forward; continue the DDC Phase Il Feasibility Committee until
an operator for the DDC is selected; and authorize a transfer up to $60,000 from General Fund
Operating Bed Tax Revenues to the Desert Discovery Center CIP project.

BACKGROUND

On November 9, 2010 the City Council adopted Resolution No. 8469 accepting the Desert Discovery
Center Phase Two Feasibility Study and the Recommendations / Work Program for Phase llI. The Work
Program recommended that a committee be formed to further study and review the feasibility of the
DDC project and provide recommendations to the City Council that include:

1. An appropriate management model for the DDC;

2. Aviable funding program for the DDC capital and operating costs;

3. Validation or refinements of the DDC Phase |l Study business plan, site layout and concepts;
and

4. An appropriate Land Use/Zoning option for the DDC site and proposed uses.

Subsequently, on December 13, 2010 the City Council adopted Resolution No. 8540 establishing the
Desert Discovery Center (DDC) Phase Il Feasibility Committee. Committee member selection was
based on experience in one or more of the following areas: (a) demonstrated fund raising ability and
professional expertise in environmental education, (b) non-profit management, (c) exhibit
programming, (d) and launching and marketing of similar facilities. On April 5, 2012 the City Council
appointed the following five committee members:

e Mike Nolan, Committee Chairman and Executive Director, McDowell Sonoran Conservancy,

e Patrick Weeks, Committee Vice-Chairman and Vice President of Guest Experience at the
Arizona Science Center,

e Nancy Dallett, Public Historian at Arizona State University,

o Melinda Gulick, Former Member of the DDC Phase || Committee and McDowell Sonoran
Preserve Commission,

* Ken Travous, Former Director of the Arizona Park System.

Action Taken
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The DDC Phase Il Feasibility Committee met 17 times between May 2011 and February 2012. The
committee meeting minutes are included as Attachment 2. The first few meetings were devoted to
reviewing the DDC Phase Il Feasibility Study information. Staff and the Phase Il consultant team
members from Swaback Partners, ConsultEcon, Exhibit Design Associates and BRC Imagination Arts
assisted the committee, answering questions and providing additional information as requested.
Guest speakers also provided informational reports to the committee regarding the development and
operation of similar facilities; management models; restaurant and retail concepts and fundraising.

As a result of this extensive review and analysis the DDC Phase |1l Feasibility Committee produced and
approved: several Key Findings, a set of Recommendations regarding the four areas listed above and a
Work Program to support the continuation of the DDC project. These three items are outlined below
with detailed analysis provided in the committee memo to the City Council included as Attachment 1.

SUMMARY OF COMMITTEE'S KEY FINDINGS

The committee strongly supports the location, concept and vision of the DDC project as a
premier education and tourism facility.

e The ultimate success of the DDC will depend upon the selection of a highly qualified operator.

e Timing for funding is critical and the current economic conditions are not conducive to public
and private fundraising at this time.

e The city should continue to allocate resources to keep the DDC project moving forward by
immediately initiating the RFP process for operator selection and assessing appropriate timing
for the public and private funding campaign.

e The city should continue to monitor the economic conditions on an annual basis to determine
when the funding goals can be met. This committee or once selected, the DDC operator should
assist with this evaluation.

SUMMARY OF COMMITTEE'S RECOMMENDATIONS

1. An appropriate management model for the DDC

a. Recommend that the DDC be operated by an independent non-profit 501 (c} {3} organization
that is set up specifically for this purpose and that it enter into an agreement with the City for
the operation and management of the DDC.

. Aviable funding program for the DDC capital and operating costs.

a. Recommend public funding be provided for DDC capital costs by the city through a Bond for an
amount not to exceed $50 million or approximately 2/3 of the project costs and approximately
1/3, or the balance, of project costs be provided by private funding to cover all additional
capital, operating and start-up costs.
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b.

Recommend that the DDC operator be responsible for all operating costs. As the owner of the
grounds and buildings, the City of Scottsdale will only be responsible for grounds maintenance
outside the boundary of the DDC buildings, thus including the parking lot and major building
and equipment maintenance/replacement. The detailed responsibilities including a favorable
lease rate and boundaries of the project are to be negotiated as part of the contract with the
operator. The committee recognizes that additional on-going/yearly fundraising efforts will be
required by the operating entity to fully cover operating costs as is a typical occurrence in
similar non-profit entities both locally, regionally and nationally.

Recommend that the city not pursue a Bond election for the DDCin 2012 but have this
committee or once selected, the DDC operator reevaluate the funding viability in the
Fall/Winter of 2012 for consideration of a possible Bond election in 2013. Continue to evaluate
the DDC project on a yearly or as necessary basis until the public/private funding goals are
achieved.

Validation with refinements of the DDC Phase |l Study business plan, site layout and
concepts.

Confirm support for the DDC Phase Il Feasibility Study business pian as modified which
contemplated lower attendance projections {215,000 per year), revenues and a lower
associated operating budget (S5 million per year) to assure that the DDC could be operated in
less than projected conditions.

Recognize and affirm that as a non-profit organization, the DDC’s operating revenue will
require fundraising to be an essential component of the DDC business plan to cover annual
operating costs.

Confirm support for the DDC Phase Il Feasibility Study location, conceptual site plan layout and
exhibit themes. Recommend that the focus of the DDC exhibits and programs be to support
the educational mission of the DDC.

An appropriate Land Use/Zoning option for the DDC site and proposed uses.
Recommend Land Use Scenario #2. - The DDC becomes a separate parcel within the Preserve
subject to the process items a-f and the Preserve Ordinance Amendment effective date being
held until after funding is secured and the operator is selected.
a. Amend the Preserve Ordinance to allow the activities proposed for the DDC onlyin a
specified area of the Preserve.
Prepare survey and separate legal description.
Rezone the site to a compatible district.
Process a Non-major GP amendment.
Amend the Municipal Use Master Site Plan.
DRB Approval

~smao o
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RECOMMENDED WORK PROGRAM

1. Instruct the City Manager to designate a team and leadership to implement this work
program and keep the DDC project on track and moving forward.

2. Direct the appropriate staff to immediately initiate the process to prepare an RFP and
develop the review process for future selection of a 501 {c) (3) operator solely dedicated to
operating the DDC.

3. Continue to evaluate the funding potential and timing for project start —up with assistance
from this DDC Phase 3 Committee until the operator is selected.

4. Continue to provide funding from the bed tax for an amount up to $60,000 to $150,000 per
year for the next two- three years for support of the DDC project.

Estimated Bed Tax Funding for DDC Project

INITIATIVE 2012-13 2013-14 2014-15
® Private Funding Feasibility Study =~ —--——-——--- N/A (Private funds)-~-----~as-smmeemen
® DDC Phase lll Committee S 10,000
® Public Outreach S 10,000
® RFP Selection Process $ 20,000
® Ordinance Amendments S 20,000
® Matching Funds for operator start-up  -----——-- $100,000* $150,000*
TOTAL $ 60,000 $100,000* $150,000*
*matching fund requests are to be reviewed by TDC commission and subject to
reimbursement if future bond election is approved
ANALYSIS & ASSESSMENT
Recent Staff Action

The DDC Phase lll Feasibility Committee Recommendation and Work Program is to be presented to
the City Council at the March 27, 2012 Study Session. This proposed action anticipates the City
Council direction to staff will be be to bring back a resolution for approval of these items as presented.

Policy Implications
In Recommendation #4, the committee supported the location of the DDC northwest of the Gateway
Trailhead but as a separate parcel within the Preserve. Recommendation #4 includes the process

steps that would be required to accomplish this action including amendments to the Preserve
Ordinance, General Plan, Zoning Ordinance and the standard development review approvals.

Throughout the process special attention will be taken to maintain the integrity and intent of the
Preserve.

Significant Issues to be Addressed

A bond is the primary source of funding recommended by the committee for the DDC project capital
costs. Private funding will make up the balance of the project costs and the economic climate is not
conducive for a fundraising campaign at this time. The DDC project was included on the list of projects
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evaluated by the Bond Task Force. The DDC Phase Ill Feasibility Committee has recommended that a
bond question for the DDC not be pursued at this time.

Another potential source of funding for the DDC that was discussed by the Tourism Development
Commission and the Council Subcommittee on Economic Development is the Tourism Development
Fund (Bed Tax) Reservation. The TDC, at the March 20, 2012 meeting, recommended that the City
Council reserve a $600,000 per year “slice” of the Tourism Development Fund {Bed Tax} for a portion
of the public funding required for the DDC project.. The City Council may direct staff to prepare a
future action to allow for a Council vote to approve a “slice” of this Bed Tax Reservation Fund to be
allocated towards DDC project costs.

Community Involvement

The DDC Phase lll Feasibility Committee met 17 times in 10 months beginning in May, 2011 until their
final meeting in February, 2011. All committee meeting agendas and minutes were posted on the city
web site (http://www.scottsdaleaz.gov/boards/DDCPhaselll) and all meetings were open to the
public. Periodic informational presentations and committee progress reports including the final
recommendations were made to the Bond Task Force, Tourism Development Commission, the
McDowell Sonoran Preserve Commission and the Council Subcommittee on Economic Development
which are advertised public meetings.

RESOURCE IMPACTS

Available funding
If the City Council approves the DDC Phase lll Feasibility Committee Work Program then in the short

term, funding could be allocated from 2012-13 General Operating Bed Tax Revenues. A budget
transfer up to $60,000 will be required to fund the required initiatives. The Tourism and Development
Commission is scheduled to review this proposal for $60,000 of Bed Tax Funding at their March 20,
2012 hearing. Staff will forward an update to the City Council prior to the March 27" hearing,
regarding the TDC recommendations related to this funding proposal

There are no long term funding obligations recommended or programmed for the DDC at this time. It
is recommended that the DDC Phase Il Feasibility Committee meet yearly or as necessary to evaluate
the funding viability for the project until such time as the DDC operator is selected. Once selected, the
DDC operator should lead the private funding effort and work with the city to determine the
appropriate timing for the bond proposal. Matching funds, not to exceed $150,000 per year, for
operator start-up costs could also be provided from the General Operating Bed Tax Revenues as
shown in the recommended Work Program chart above and in Attachment 2.

Staffing, Workload Impact
The recommended work program provides for the establishment of a team and leadership to keep the

DDC project on track by initiating the RFP process for a 501 (c) (3) operator. The Preserve Director
with the assistance of existing staff from Economic Vitality, Capital Projects, Legal, Finance and
Purchasing would participate in the RFP development and operator selection process. Existing staff
resources would also be required to support the DDC Phase Il Feasibility Committee when it meets to
re-evaluate the public and private funding viability.
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Future Budget Implications
If the City Council approves the DDC Phase lil Feasibility Committee Recommendations and Work

Program an estimated expenditure of approximately $60,000 will be required to support the work on
the DDC project initiatives in calendar year 2012. These initiatives include support for the DDC Phase
Il Feasibility Committee, public outreach, the RFP selection process and Ordinance amendments. A
breakdown of these costs is shown in the Work Program chart above and in Attachment 1.

OPTIONS & STAFF RECOMMENDATION

Recommended Approach
Adopt Resolution No. 8998 accepting the DDC Phase Il Feasibility Committee Recommendations and

Work Program, continue the DDC Phase IIl Feasibility Committee to evaluate the funding potential
and timing for project start-up until the DDC operator is selected and authorize a transfer up to
$60,000 from the General Fund Operating Bed Tax Revenues to the Capital Improvement Program of
the same amount and authorize Capital Contingency Transfer to the CIP project titled Desert
Discovery Center Phase Ill.

Proposed Next Steps
If Council adopts Resolution No. 8998,work will commence immediately on the Work Program. The

City Manager will direct the appropriate staff team to develop an RFP for the independent 501 (c) (3)
DDC operator and move forward with the selection process. Staff would return to the City Council for
review and approval of the selected DDC operator.
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RESPONSIBLE DEPARTMENT(S)

Preserve, Economic Vitality, Capital Project Management

STAFF CONTACTS (S)

Kroy Ekblaw, Strategic Projects/Preserve Director kekblaw@scottsdaleaz.gov 480-312-7064

Bill Peifer, Principal Project Manager bpeifer@scottsdaleaz.gov 480-312-7869

APPROVED BY

il Vlagen 20202

/Iﬂ'/y Ek trategic PrOJegsfPreserve Director Date
2- 7064 kekblaw@sco.ttsdaleaz gov

— /%Ov-o/‘. CJ@, %f‘;v

Ji ullin, Director — Economic Vitality “Date
480-312-7601, jmullin@scottsdaleaz.gov

ATTACHMENTS

1. Resolution No. 8998

2. DDC Phase Il Feasibility Committee Recommendation and Work Program Memorandum Dated
February 22, 2012
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RESOLUTION NO. 8998

A RESOLUTION OF THE CiTY COUNCIL OF THE CITY OF SCOTTSDALE,
MARICOPA COUNTY, ARIZONA, ACCEPTING THE RECOMMENDATIONS
AND WORK PROGRAM OF THE DESERT DISCOVERY CENTER (*DDC")
PHASE Il FEASIBILITY COMMITTEE, CONTINUING THE DDC PHASE Il
FEASIBILITY COMMITTEE IN EXISTENCE AND AUTHORIZING A
TRANSFER OF UP TO $60,000 FROM GENERAL FUND OPERATING BED
TAX REVENUES TO THE DESERT DISCOVERY CENTER CIP PROJECT

WHEREAS, on December 13, 2010, the City Council adopted Resolution No. 8540
establishing the Desert Discovery Center (‘DDC”) Phase Il Feasibility Committee and
subsequently selected five committee members; and

WHEREAS, the DDC Phase lil Feasibility Committee met 17 times between May 2011 and
February 2012 and produced a set of recommendations and a work program in support of the
Desert Discovery Center Project; and

NOW, THEREFORE, LET IT BE RESOLVED, by the City Council of the City of Scottsdale,
Maricopa County, Arizona, as follows:

Section 1. The City Council accepts and approves the Desert Discovery Center Phase
lll Feasibility Committee recommendations and work program, :

Section 2. The City Council authorizes the transfer of an amount not to exceed $60,000
from the general fund operating bed tax revenues to the capital improvement program and
authorizes a capital contingency transfer to the CIP Project titled Desert Discovery Center Phase
Il. :

Section 3. Continue the existence of the Desert Discovery Center Phase |l Feasibility
Committee until the operator for the Desert Discovery Center is selected, after which it shall
dissolve without further action unless otherwise directed by the City Council.

PASSED AND ADOPTED by the Council of the City of Scottsdale, Maricopa County,

Arizona, this day of , 2012

ATTEST: CITY OF SCOTTSDALE, an Arizona
municipal corporaticn

By: By:

-Carolyn Jagger . W. J. “Jim" Lane
City Clerk Mayor

APPROVED AS TO FORM:
OFFICE OF THE CITY ATTORNEY

oo Dl

Bruce Washburn, City Attorney
By: Joe Padilla, Senior Assistant City Attomey

9568142v1 Resolution No. 8998
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To:
From:
Date:
Re:

Mayor and City Council

DDC Phase Il Committee

February 22, 2012

Desert Discovery Center Phase ill Recommendations

SUMMARY OF COMMITTEE’S KEY FINDINGS

The committee strongly supports the location, concept and vision of the DDC project as a
premier education and tourism facility.

The ultimate success of the DDC will depend upon the selection of a highly qualified operator.

Timing for funding is critical and the current economic conditions are not conducive to public
and private fundraising at this time.

The city should continue to allocate resources to keep the DDC project moving forward by
immediately initiating the RFP process for operator selection and assessing appropriate timing
for the public and private funding campaign.

The city should continue to monitor the economic conditions on an annual basis to determine
when the funding goals can be met. This committee or once selected, the DDC operator should
assist with this evaluation.

INTRODUCTION

On December 13, 2010 the City Council adopted Resolution No. 8540 establishing the Desert Discovery
Center (DDC}) Phase 1l Committee as recommended in the DDC Phase Il Work Program. Subsequently,
on April 5, 2011, the Council appointed the five members of the DDC Phase |l Committee. Member
selection was based on experience in one or more of the following areas: {a) demonstrated fund raising
ability and professional expertise in environmental education, {b) non-profit management, {c} exhibit
programming, (d) and launching and marketing of similar facilities. The City Council directed the
committee to further study and review the feasibility of the DDC project and provide

recommendations to the City Council that include:

b

An appropriate management model for the DDC;

A viable funding program for the DDC capital and operating costs;

Validation or refinements of the DDC Phase Il Study business plan, site layout and concepts; and
An appropriate Land Use/Zoning option for the DDC site and proposed uses.

ATTACHMENT 2



This memorandum provides a synopsis of the committee’s activities and their findings and
recommendations based on a thorough review of the Phase Il Feasibility Study prepared by Swaback
Partners dated August 2010 and extensive discussions with other facility experts and appropriate city
staff members.

BACKGROUND

The Committee began meeting on May 11, 2011, with a total of 17 meetings held during a 10 month
period from May 2011 to February 2012. All committee meeting agendas and minutes were posted on
the city web site (http://www.scottsdaleaz.gov/boards/DDCPhaseill) and all meetings were open to
the public. The first few meetings were devoted to an overview of the DDC Phase Il Feasibility Study
including a Gateway site tour. In depth review and analysis followed with the DDC Phase |l consultant
team members John Sather, Swaback Partners, Bob Brais, ConsultEcon, Biff Baird, Exhibit Design
Associates and Mathew Solari, BRC Imagination Arts, providing information to the committee at
several meetings. The committee also received presentations from other facility managers who
discussed management models, revenue sources, operating costs, fundraising, and restaurant and
retail concepts. A list of the guest speakers is provided in Attachment A. Periodic informational
presentations and committee progress reports were made to the Bond Task Force, Tourism
Development Commission, the McDowell Sonoran Preserve Commission and the Council
Subcommittee on Economic Development.

RECOMMENDATIONS

After studying and analyzing the information and issues related to the DDC project, the committee
offers the following recommendations to the City Council.

1. An appropriate management model for the DDC

In evaluating the management model, the committee locked at several possible options.

e City Operated

* Non-profit — some city oversight

s Non-profit- separate from the city
e Private

Discussions with various facilities managers showed that there are a variety of management
arrangements and operating relationships. Every facility is unique with an organizational structure to
suit its specific circumstances. These discussions also provided the committee with a key finding that
the uitimate success of the DDC will depend upon the selection of a highly qualified operator. The
selection of the DDC operator should be a priority as this will help to ensure that the project and the
private fundraising assessment continue to be evaluated and proceed as appropriate.



Staff presentations and committee review and dialogue regarding Scottsdale’s General Fund, on-going
economic uncertainties and other factors led to a fundamental assumption that the city will not
provide annual operating funds. The committee discussed a limited role for the city in terms of major
equipment maintenance of the buildings and parking areas. Otherwise the committee agreed that for
the success of the DDC as envisioned an independent entity must have the ability to control the
operations and programming of the facility. On November 9, 2011 the committee voted unanimously
to make the following recommendation regarding the appropriate management model.

a. Recommend that the DDC be operated by an independent non-profit 501 (c) (3) organization

that is set up specifically for this purpose and that it enter into an agreement with the City for
the operation and management of the DDC.

2. Aviable funding program for the DDC capital and operating costs.

The DDC committee took a hard look at the business plan described in the Phase Il Feasibility Study
and recommended some modifications that are discussed in detail in Recommendation #3 below.

The Phase Il DDC Subcommittee recommended that the city pursue a Bond as one potential funding
source for the DDC. At this time the city, through the Bond Task Force, is evaluating the projects that
may be included in future Bond proposal(s). An informational presentation on the DDC project was
given to the Bond Task Force and was received favorably. This process is ongoing at this time with a
presentation to be made to the Council in the spring. The DDC Phase lll Committee supports the
recommendation that a Bond be used to fund the construction and exhibit costs of the DDC, but feels
that the timing of such a request must be tied to private fundraising commitments.

The Council acceptance of the Phase Il Feasibility study also included direction that the Preserve tax
not be used as a funding source. Consistent with research into similar facilities, startup costs and any
shortfall in the operating funds or capital costs are to be provided through private financing including
ongoing fundraising and establishment of an operating reserve. It was recommended in the Phase Il
Work Program that a private feasibility study be conducted to assess private funding capacity and the
viability of initially raising approximately $ 20 to $30 million dollars to cover these costs.

Committee member Melinda Gulick coordinated the effort to evaluate the feasibility of a private
fundraising campaign. She reported back to the committee at the January 27" meeting, that after
meeting with six potential donors and several professional fundraising consultants, all potential donors
were excited about the project and willing to contribute. All indicated that the current global economic
downturn and market volatility is making it difficult for potential donors to make one time or multi-
year commitments for significant capital donations at this time and therefore suggest temporarily
delaying any private sector funding campaign. The general consensus is that the private financing
challenges are not related to the DDC concept, which all believe has worthy merit, instead the delay
suggested is due to the on-going global economic uncertainty and the impact on commitments for a
private fundraising campaign.



On January 27, 2012, the DDC Committee voted unanimously in favor of the following
recommendations regarding the funding program for the DDC.

a. Recommend public funding be provided for DDC capital costs by the city through a Bond for
an amount not to exceed $50 million or approximately 2/3 of the project costs and
approximately 1/3, or the balance, of project costs be provided by private funding to cover all
additional capital, operating and start-up costs.

b. Recommend that the DDC operator be responsible for all operating costs. As the owner of the
grounds and bulldings, the City of Scottsdale will only be responsible for grounds
maintenance outside the boundory of the DDC buildings, thus including the parking lot and
major building and equipment maintenance/replacement. The detailed responsibilities
including a favorable lease rate and boundaries of the project are to be negotiated as part of
the contract with the operator. The committee recognizes that additional on-going/yearly
fundraising efforts will be required by the operating entity to fully cover operating costs as Is
a typical occurrence in similar non-profit entities both locally, regionally and nationally.

¢. Recommend that the city not pursue a Bond election for the DDC in 2012 but have this
committee or once selected, the DDC operator reevaluate the funding viability in the
Fall/Winter of 2012 for consideration of a possibie Bond election in 2013. Continue to
evaluate the DDC project on a yearly or as necessary basis until the public/private funding
goals are achieved. :

3. Validation with refinements of the DDC Phase Il Study business plan, site layout and
concepts.

The Committee reviewed several major components of the DDC Phase |l Feasibility Study. The
components reviewed by the committee included:

s Business Plan

e Llocation at the Gateway
e Pavilion site layout

e Exhibits

¢ Immersive Experience

¢ Retail/Gift Shop

¢ Restaurant

Business Plan
The committee spent significant time reviewing the business plan with particular focus on the

estimates for attendance, earned revenue and the operating shortfall. In general the committee



wanted to understand alternatives in case the attendance or fundraising estimates were optimistic and
if not achieved to understand how that would affect the revenue and the ability for the facility to
achieve sufficient operating funds. To address these and other business plan questions the committee
requested that ConsultEcon provide additional projections based on a lower attendance number and
an operating budget of $5 million in addition to the $7 million identified in the Phase Il Feasibility Study
(see Executive Summary Attachment B). The link to the entire Phase Il report is on the city website
http://www.scottsdaleaz.gov/preserve/DDC. Supplemental memorandums to the report, which

responded to committee questions were presented to the committee and are provided in Attachments
CandD..

Site Location and Pavilion Site Layout

The committee strongly agrees with the site location northwest of the Gateway Trailhead. The
spectacular views and access to established trails allow multiple opportunities for residents and visitors
to discover and interact with the unique Upper Sonoran Desert.

The committee supports the proposed pavilion concept for the DDC. The low-scale design and natural
building materials promote compatibility and interaction with the surrounding desert environment.
Recognizing that the DDC plans are still conceptual and refinements will be necessary as the project
moves toward the design and construction stage, staff provided information indicating that
opportunities for consolidation and review of building materials and their application might result a
10% reduction in the construction costs. The committee would support these or similar modifications
as reasonable cost saving measures as long as the integrity of the DDC's key concepts is not
compromised.

Phasing of the facility was discussed by the committee in some detail. It was determined that savings
from phasing is relatively limited and potentially reduces revenue opportunities by starting out with a
smaller facility. The committee is in agreement that the impact of the total facility package or “critical
mass” as presented in the Phase |l Feasibility Study is imperative to the initial and long term success of
the DDC.

Exhibits and Immersive Experience

The committee supports the proposed programming components including themed exhibits and
immersive experience. Because exhibit technology, storytelling devices, and the cost of conceiving and
creating an immersive experience change constantly, the DDC operator will determine the specifics of
these components. The major focus of the exhibits should be to educate residents and visitors by
creating interest and understanding of the unique characteristics of the Sonoran desert. Final exhibit
size and details will also be determined by the DDC operator.

Retail/Gift Shop and Restaurant
Also discussed at length was the viability of the retail and restaurant as significant revenue generators.

The success of these features depends on attendance, the type and quality of merchandise availabie in
the gift shop and the type and quality of the food service provided. These components are potentially




important to the operation and success of the facility and should be included. The operator of the
facility will be the appropriate entity to determine the details of these DDC functions.

On January 27" the committee voted unanimously to approve the following recommendations
regarding the DDC Phase Il Feasibility Study.

a. Confirm support for the DDC Phose Il Feasibility Study business plan as modified which
contemplated lower attendance profections (215,000 per year), revenues and a lower
associated operating budget (55 million per year) to assure that the DDC could be operated in
less than projected conditions.

b. Recognize and affirm that as a non-profit organization, the DDC’s operating revenue will
require fundraising to be an essential component of the DDC business plan to cover annual
operating costs.

¢. Confirm support for the DDC Phase Il Feasibility Study location, conceptual site plan layout
and exhibit themes. Recommend that the focus of the DDC exhibits and programs be to
support the educational mission of the DDC.

4. An appropriate Land Use/Zoning option for the DDC site and proposed uses.
Three possible land use scenarios for the DDC were reviewed and discussed by the committee.

1. The DDC Facility remains within the Preserve boundary.
2. The DDC Facility site becomes a separate parcel within the Preserve.
3. DDC Facility site becomes a separate parcel outside of the Preserve.

Staff made a presentation to the committee outlining the implications and required actions for the
development of the DDC under all three scenarios. The committee voted to have staff come back with
more information on Scenario #2 specifically to address concerns regarding the assurances that the
Preserve would be protected from the activities of the DDC and who would be responsible for ensuring
that both could co-exist without disturbing the purpose and environmental integrity of the Preserve.

Scenario #2 would require the following actions:

a. Amend the Preserve Ordinance to allow the activities proposed for the DDC only in a
specified area of the Preserve.

Prepare survey and separate legal description.

Rezone the site to a compatible district.

Process a Non-major GP amendment.

Amend the Municipal Use Master Site Plan.

DRB Approval
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Staff explained that the Preserve Ordinance would be amended to establish a new Article or Section
detailing the policies, rules and regulations applicable to the DDC facility located on this specific parcel
of land in the Preserve. The rules will be consistent with the purpose and management objective of the
Preserve, The DDC Rules would vary from the Preserve General Rules only in those areas that are
required to successfully operate the DDC as planned. Although the DDC will be managed by an
independent operator, the land use will ultimately be governed by the City through the enforcement
of the Zoning and Preserve Ordinance. In order to assure that the amendment to the Preserve
Ordinance would only apply to the DDC, the committee recommended that the effective date of an
amendment only occur after the funding sources are secured and the operator is selected.

On December 7, 2011, after a thorough discussion of this issue, the committee voted unanimously on
the following recommendation regarding the land use/zoning options for the DDC.

a. Recommend Land Use Scenario #2. - The DDC becomes a separate parcel within the Preserve
subject to the process items a-f listed above and the Preserve Ordinance Amendment effective
date being held untii after funding is secured and the operator is selected.

WORK PROGRAM

In order to maintain the forward momentum of the DDC project the committee recommends the
following strategic next steps for City Council consideration.

1. Instruct the City Manager to designate a team and ieadership to implement this work
program and keep the DDC project on track and moving forward.

2. Direct the appropriate staff to immediately initiate the process to prepare an RFP and
develop the review process for future selection of a 501 (c) (3) operator solely dedicated to
operating the DDC. Recognizing the critical nature of the operator and management staff with
regards to their involvement in the final selection of the site boundaries, architectural and site
design and the design and development of the educational exhibits, it is imperative to provide
leadership for the DDC as soon as possible. The RFP process and selection of an operator will
assist in creating that leadership role required to provide the necessary private funding for the
project. The committee recommends that the review committee for the DDC operator include a
museum professional who will provide the experience necessary to evaluate the prospective
applicants. Also, one or possibly two representatives from the committee could participate in
the operator selection process.

3. Continue to evaluate the funding potential and timing for project start —up with assistance
from this DDC Phase 3 Committee until the operator Is selected. These meetings are to be
scheduied annually or as appropriate.



(CRORONONORO)

4. Continue to provide funding from the bed tax for an amount up to 560,000 to $150,000 per
year for the next two- three years for support of the DDC project. Per the estimated funding
chart below, this will allow the appropriate work to proceed including: preparing the RFP and
selection process and continuing to support the DDC Feasibility Committee. Some of these
funds may be awarded on a matching dollar basis to the selected operator in support of
administrative start-up costs for the center. Any matching funds requests will be reviewed by
the TDC and DDC committees. If a future bond election is proposed and succeeds for the DDC,
Bed Tax dollars utilized would be reimbursed from the bond funds.

Estimated Bed Tax Funding for DDC Project

INITIATIVE 2012-13 2013-14 2014-15
Private Funding Feasibility Study =~ --------—--—--—--m- N/A (Private funds)----------------—-- --
DDC Phase Hl Committee S 10,000

Public Outreach S 10,000

RFP Selection Process S 20,000

Ordinance Amendments S 20,000

Matching Funds for operator start-up _ -------- 5100,000* $150,000*
TOTAL S 60,000 5100,000* $150,000*

*matching fund requests are to be reviewed by TDC commission and subject to
reimbursement if future bond election is approved
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Executive Summary

In January, 2010, Swaback Partners, and a multi-disciplinary team were cornmissioned by the
Clty of Scottsdale to perform a Pbase 2 - Peasibility Study for the proposed Desert Discovery
Center. The study built upon, and expanded the work of the Phase 1 — Peasibility Study per-
formed in 2008 by ConsultBcon. The Swaback Partners Team included architerts, land plan-
ners, management and economic development speclalists, Interpretive planners and design-
ers, landscape architects, construction cost estimators, and market research specialists,

This report evaluates the feasibility of the proposed Desert Discovery Center (DDC) located
at the Gateway within the McDowell Sonoran Preserve. Within this report is summarized the
study methodology, research, analysis, and findings of the study. The work includes a high de-

- gree of citizen involvement in the form of citizen committees, work with the Tourism Develop-
ment Commission, the McDowell Sonoran Preserve Commission, survey work, focus groups,
public open houses, significant numbers of meetings with dtizen leaders within Scottsdale,
consultation with leaders of other similar facilities and work with city staff,

The results of this study indicate that there is a high level of interest and support for the DDC
within the City of Scottsdale as well as the greater metropolitan area. The design concepts and
interpretive exhibit plan presented in this report were deerned highly creative and desirable by
most who reviewed them during the study process, Clearly, there are members of the commu-
nity who are concerned about the impact the DDC will have on the Preserve, as well as the abil-
ity of the community to develop the capital costs necessary to build and operate the DDC, and
the business plan within the study addresses alternatives for both of thage concerns. Strong,
creative leadership was continually cited as what is needed to see the DDC come to life and be
successful. The DDC. concept is unigue and will give Scottsdale a world-class environmental
education facillty that is entertaining and inspiring. It is a facllity that will educate the visitor
on the wonders of the Sonoran Desert and McDowell Sonoran Preserve. It is more than a build-
Ing, It i3 about experiences woven into the desert that can only be had at the DDC, and to get
that experience again you have to return. It hag no true competition. It is unigue and thus will
glve Scottsdale its’ next strong tool in tourism development, while being extremely respectful
of the majestic site it occupies within the Preserve.

The experience within the DIC will take the visitor through a variety of linked desert pavil-
lons; each with an interpretive subject matter being presented, and desert environments that
will aim to tell an environmental story of Adaptation. Bach visitor will experience great vistas
to the Preserve, and the DDC will act as a base camp for understanding and exploring the
Preserve. Visitors will experlence interpretive exhibits presented in numerous ways including
highly interactive exhibits, multi-media presentations, outdoor araphitheater events, as well
as presentations by docent scholars. The facilities will indude unique event spaces that can be
used as a revenue stream for the DDC as well as highly flexible spaces for constantly changing
presentations. The exhibits and experiences at the DDC will be dynamic with a goal of being
able to have a different experience 360 days a year. The concept of "Adaptation” is the main
theme of the interpretive plan, and the DDC environment itself. The interpretive plan focuses
on telling the story of adaptation of animals, plant life, and human within the Sonoran Desert,
which is the richest, most amazing desert on earth. The linked desert pavilions are conceptu-
ally designed to be highly adaptive to the climate throughout the year so that they can be open
and act as indoor/outdoor facilities during the pleasant temperature months and tempeved
in the cooler and warmer months. The goal is to create a LEED Platinum facility that demon-
strates a high commitment on the part of the citizens of Scottsdale to build within the desert
a place that respects its site and shows the best of the best building techniques for sustainable
buildings.

City of Scoltsdale - Desert Discavery Center Feasibility Study: Phose Il
prepared by SWABACK PARTNERS
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Executive Summary

The study concluded that the DDC ag conceptually designed should be a series of facilities with a total
of 72,000 gross square feet of enclosed space, The construction cost estimate for the facility, inclusive
of all known costs to develop it turnkey, including all pre-opening expenses, and create a full year op-
erating cost reserve is approximately $74 million dollars. It is projected that in a stabilized year that
approximately 333,000 visitors would come to the DDC. The yearly oparating costs in a stabilized year
of the facility would be approximately $ 7.4 million dollare, The revenue from a variety of earned and
non-earned revenue streams Including tcket sales, special events, and fund raising could reasonably
be assumed to match the operating expenses. The personnel plan shows approximately 79.25 full time
equivalent employees. The full business plan is presented in Section VI with an Executive Summary.

The project square footage and capital costs shown in this report are larger than previous stud-
ies. The study team is confident of its recommendations and notes tbat any previous study had
nowhere near the amount of research and analysis that this study has.

Several methods of capital funding for the facilities were discussed during the study such as bond-
ing and public/private partnerships. While it is not the scope of this study to identify exact sourc-
es of funding, it was generally agreed by those involved during the process that some method of
public/private partnership funding was the best method to raise capital funds.

As a separate document, the DDC Subcommittee has produced a Suggested Work Program for
“next steps” to be consldered.

In summary, the DDC is a concept that has been talked about for many years within the City of
Scottsdale. As presented in this report, the DDC is a world-class facility that will draw residents
and visitors alike to understand the beauty and majesty of the Sonoran Desert, and inspire them
to return.

City of Scottsdale - Desert Discovery Canter Feasibility Study: Phase Il
prepared by SWABACK PARTNERS ,
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The following are a variety of simple facts contained within the feasibility study.

Site Size _
2 2 8-9 Acres
NewParking: ... ..ot i e i e 4-5Acres
BxlstingParRing: ........ . o i 4-5 Acres
Facility Size
N o et e e e 61,610 Sf
GrO8S: © ittt ittt rm i et ia s 73,932 8f
Parking
ExhdngParking and Clrculation: ................ ... .. 216 Spaces
Current Parking Bxpansion: . ... ... . .i.vivioiiiiinaannen - 125 Spaces
NewDDCParking: ...ttt 428 Spaces
Total: ........... e e 769 Spaces
Capltal Cost .. .cvvnveiininiiiinanaaaraainss verreanenes o 374.0M
Buildingsand Site: .......... v iiiiiiiiiiiiin i s $35.1M
BrRibits: oo i e e e e $13.21 M
Permits, Design, Engineering: ... ... coviviviiviaierieriniiis 4.0M
City Project Management / PublicArt: ... ........... et $3.9M
Furniture, Fixtures, Bqulpment: ... ... .. ... .00 31.0M
Contingency (10%): ..ot i it ae s $4.8M
StartupBudget: ... ... .o e e $5.8M
Operating Reserves/Bndowment:. .......coovviiaiiiiii e, $6.3M
Amnual Mid-Range Attendance Potential ............... 333,000 visitors
Ticket Price:
Adult, o e e e e e e $15.00
CREd e e e i i $9.00
Annual Barned and Contributed Revenue .........ovvvvevven . 371 M
Amnual Operating Budget. ................ . Y .5
Personnel
PullTIME .. .ooieeeaeae et et 46
PartTime............. cresan e e ey 60
Volunteers .........ooviiiviiiiiiiiir i iiinaniea.s voens 2504

City of Scottsdole - Desert Discovary Cantar Faasibllity Study: Phase H
prepaced by SWABACK PARTMERS

page -3



ConsultEcon, Inc.

Draft For Discussion Purposes Only

Memorandum
To: City of Scottsdale and DDC Phase II1 Committee
From: Robert E. Brais, ConsultEcon, Inc.
Date: November 22, 2011
RE: Response to questions posed by DDC Review Committee

The questions posed by the Committee {match use of Capitalization throughout) are useful in
testing the implications of DDC having different operating performance and using different
assumptions than the baseline plan as analyzed and estimated in the August 2010 Desert
Discovery Center — Business Plan prepared by ConsultEcon. The focus of the questions seems
to be that the market and economics plan for DDC basically seem reasonable, but what if DDC
doesn’t reach the potential identified in the plan?

The report August 2010 Desert Discovery Center — Business Plan is not the final operating plan
fully informed by the input of a sponsoring organization, with a designed facility and start-up
staff in place. Some of the questions asked cannot be answered with the assurance that further
advancement of all aspects of the development process will provide.' Therefore, the most
important questions relate to: is the analysis reasonable? What happens if attendance is much
lower — or higher than the mid-range estimate of market potential? Can the facility and the
operating profile adapt to such a situation?

A conservative posture was adopted in analyzing market potential. For instance, the number of
school children estimated is much lower than the experience of the Arizona Science Center
would indicate. The “capture rates” of various market segments used in the business plan are
much lower than the “will attend” responses from the primary market research. And, the mid-
range stable year attendance potential estimate of 333,000 attendees is lower than or comparable
to the attendance at many other major educational attractions in the Phoenix area. Data from the
report include: Phoenix Zoo (1,485,000); Westworld Equestrian Center (600,000); Wildlife
World Zoo and Aguarium (400,000 with ticket prices of $27.50 for adults and $14.25 for
children); Arizona Science Center (300,000) and the Desert Botanical Garden which is typically
320,000, but has been higher, including 2008 when it attracted 369,000 visitors due to a special
exhibit. :

In reviewing and evaluating the feasibility of the DDC in the Business Plan, it should be noted
that the stable year of operations may not occur for 6 to 7 or more years depending on
development and construction timing and the number of years until stable operations are
achieved. In this report it is estimated to be the third year, 1f DDC grand opening were to occur

'i.e., is the one position for grant writing within the development department enough? Best answer at this time is: If
an additional grant writer were needed beyond the one position in the plan, it would represent perhaps a 0.6%
increase in the operating budget.

Phone: +1 {417) 5470100 « Fax: +1 (617) 547-0102 = 545 Concord Avenue, Suite 210, Cambyidge, MA 02138 US.A,
www.consultecon.com « info@consultecon.com
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in 20135, then the estimated stable year of operations that is the focus of the baseline analysis
would be perhaps in 2018. So, the report is written from the perspective that the investment wili
be made with some uncertainty about future conditions. The underlying report assumptions
about development timing is one of the items that needs to be revisited periodically if this
business plan were to be used as a living document to guide ongoing development and planning.

Following are responses to questions that have been asked about the business plan, with
additional information as appropriate. The Committees questions are in bold and responses in
non-bolded text. They have been numbered for reference purposes.

1. Are attendance figures achievable?

Yes, the attendance potential estimates are achievable, The location is outstanding. The plan for
the DDC will serve multiple market segments, including residents, tourists and school children.
The likelihood is based on how well the facility is planned, developed and operated. The
business plan provides substantial research and analysis regarding the quality of the McDowell
Sonoran Preserve site and its accessibility; the quality and scale of the architectural plan for
DDC; the exhibits, programs and experiences offered at the site which are highly differentiated
in the metro area; the experience of other educational / nature based attractions in the Phoenix
Metro area, and primary market research.

Two primary market research protocols were undertaken. The first included focus groups of
Scottsdale residents and of other Phoenix area residents. These provide qualitative insights to
the project. The second protocol was an online quantitative survey of past and potential future
Scottsdale tourists, Scottsdale residents and of other Phoenix area residents. Results of the on-
line consumer research of 698 respondents included:

¢ There is substantial agreement about the desirability of a Desert Discovery Center
(DDC).
= Generally, tourists and visitors are even more supportive of DDC than are local
residents of Scottsdale and elsewhere in the greater Phoenix area.

¢ Sixty percent (60%) of Scottsdale residents and 40% of Phoenix area residents are more
than “likely” to visit over the course of a year.

¢ Tourists/visitors (30%) are at least “likely” or “very likely” to visit DDC during their
Scottsdale trip.

¢ Eighty to ninety percent (80-90%) of all respondents say DDC is a desirable destination
experience for “visits of 1-3 hours with family or friends”.

¢ The concept for DDC is intriguing enough that about 90% say they are likely to visit
more than once.

=  About 15% of locai residents say they are likely to visit on average six or more
times per year and the average local resident will visit about four (4) times each
year.

= Even among tourists/visitors, the average number of visits is greater than one.
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While achievable, the market evidence and consumer survey research only indicate that the
stable year attendance range of 264,000 to 403,000 with a mid-range 0f 333,000 is achievable.
However, achieving the attendance potential is based on developing the project as proposed and
operating it at the highest level as outlined and budgeted in the business plan.

a. In early years is the big first year still realistic/likely?

b. Would the drop-off anticipated in following years require a longer period to
achieve the stabilized attendance projected?

The experience of major new visitor attractions and museums is that they experience attendance

surges in their early years. This is particularly true of major new visitor attractions located near

high population areas where it is an easy choice to attend the nearby new attraction that has been
receiving a high degree of publicity.

To achieve an attendance surge, there must be substantial marketing and publicity employed
before opening. The opening must occur just prior to the “high season™ months, the ticket prices
must offer good value for the cost; and operations and visitor experience must be first rate. If
one or more of these pre-requisites are not achieved, then strong attendance might not be
achieved, and /or the reputation and long-term attendance potential may be compromised. It is
incorrect to use the term “drop-off” in attendance. The initial surge has ended and it is operating
at its stabilized potential. Thus the term early year surge in attendance is correct.”

¢. Should we have alternative projections for lower than the low-range stabilized
attendance figures?

As noted, a critical question is: what if the attendance projection is low? Attendance does have a
major impact on the bottom line of DDC. Using the Desert Botanical Garden as a benchmark,
the study’s mid-range attendance used for testing feasibility is only 90 percent of the botanical
garden with the same ticket price. We did this to be conservative and to specifically discount
school children as busing, changes in school policy, and development of specific curriculum
indicated that education groups are a “plus” market. The low range attendance potential estimate
of 264,000 is almost 30 percent lower than the Desert Botanical Garden and 12 percent below
the Arizona Science Center.

Analysis of operations under the low range scenario was included in the August 2010 Desert
Discovery Center — Business Plan. The Operational Revenue potential at the low attendance
range is $4.4 million in stable year in current dollars, and non-Operational Revenue target of
$2.2 million. In this scenario, operating expenses were adjusted downward to reflect the lower
attendance and a leaner organization operating profile. Operational Revenues cover
approximately 66 percent of the $6.7 million operating expenses appropriate for the Low
Attendance Range Sensitivity Analysis. This sensitivity analysis indicates that at a low-range
market response, there should be good opportunity to adjust operations and raise additional funds
to operate DDC successfully. [n addition, there is a $6.3 million cash operating reserve planned
as part of the project’s initial capital cost that would be available for any contingencies, as well
as to provide funding should fundamental shifts in the organization’s structure be necessary to
reach a new equilibrium between revenue sources and operating costs.
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Based on the request in this question, an even lower operating model with more conservative
assumptions at a 250,000 “Test Case” stabilized attendance level was developed. This is below
the “Low Range™ stabilized attendance model in the CEI Business Plan report. CEI lowered
revenue assumptions by increasing student groups as a percent of attendance, and lowered the
base rent of the restaurant.

[t should be noted that the market study and the results of the primary market research do not
indicate that the 250,000 “Test Case” attendance level is likely if the DDC is developed and
operated as described in the report. The Test Case has been developed for analytical purposes
and to demonstrate possible outcomes of an unexpectedty low attendance profile. This may be
due to poor execution of development, operations, marketing or because of changes in the
Scottsdale marketplace, national economic conditions, or if expected community support does
not occur. The Test Case is 25 percent lower than the mid-range attendance estimate. This Test
Case should be viewed as simply an evaluation of downside risk. It should be noted, however,
that if the DDC is built at a lower quality or scale; or if it is operated in a manner below the level
of operations that is profiled in the business plan, then the chance of having attendance below the
mid-range estimate is increased.

In a 250,000 annual attendance Test Case scenario, there would likely be lower operating costs,
first simply because there would be decreases in the “cost of goods sold” because sales would be
lower. In addition, there would be a need for fewer personnel and other inputs to operations.
Following is a summary table of a stable year of operations for an operating pro forma iteration
that was run in response to the committee’s request. The analysis summary in the tabie reflects
the first stable year of operations. The tables for this analysis are attached as Appendix A.

Summary Table for Memo
Mid-Range and Low Test Case Attendance Scenarios Comparison (Sensitivity Test Case)

% to LowTest % to Chapge in  Percent
Revenue Source Mid-Range Total Case Total Amount  Change
Attendance 333,000 250,000 -24.9%
Earmed Revenue $6,164,850 70% $4,613,000 59% |-$1,551,850 -25.2%
Non-Eamed Revenue $196,000 2% $196,000 3% $0 0.0%
Subtotal $6,361,000 72% $4,809,000 -$1,552,000  -24.4%
Contributed Revenue
Required $2,460,000 28% $3,018,000 39% $£558,000 22.7%
Total Revenue $8,821,000 100% $7,827,000 100% -$994,000  -11.3%
Operating Expenses $8,821,000 $7,827,000 -3994,000 -11.3%

Note: This analysis assumes that the full DDC is developed per the plan, but that attendance is below the low range
established for the busmess plan. The tables that detail this sunynary are included in Appendix A.
Source: ConsultEcon, Inc.
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The dollar increase in required contributed revenue is $558,000, an increase of 22.7 percent. As
noted above, $6.3 million cash operating reserve is planned as part of the project’s initial capital
cost that would be available for any contingencies, as well as to provide funding should
fundamental shifts in the organization’s structure be necessary to reach a new equilibrium
between revenue sources and operating costs. It is possible that there would be a steeper
decrease in personnel costs and operating costs than was assumed in this scenario.

In addition to testing and considering low range attendance scenarios, it will also be important to
consider the implications of attendance above the mid-range estimate of 333,000. Here, testing
of parking requirements, traffic and facility throughput are important. Testing to guarantee the
facility and organizational capacity to accommodate a high degree of success is also needed.

2. Review tourist attendance projections.
a. Are they realistic at 47% of total visitors?

The tourist component of total attendance is estimated at 47% of the total attendance. The range
is 126,000 to 186,000 with a mid range of 156,000 attendees in a stable year. Research
regarding tourists and visitors to the Phoenix metro area indicate that there are about 10.5 million
visits to the metro area annually. (See Section V of the August 2010 Desert Discovery Center —
Business Plan.) The five segments within the overall tourism market were analyzed for
likelihood to visit DDC based on the characteristics of the particular visitor market segment.
Overall, the “capture rate” that indicated the potential number of tourist visitors was 1.2 percent
to 1.8 percent of the annual tourists to the Phoenix Metro area. These capture rates are within the
range of many quality visitor attractions and museums with tourist appeal, in Phoenix and
elsewhere around the country. In many tourism destinations the number of tourists and the
capture rate is much higher for attractions of this quality.

The tourist segment of the survey research indicated:

¢ Tourists/visitors (30%) are at least “likely” or “very likely” to visit DDC during their
Scottsdale trip.

¢ Eighty to ninety percent (80-90%) say DDC is a desirable destination experience for
“visits of 1-3 hours with family or friends”.

[n addition to the above, interviews were conducted with tourism industry leadership during the
course of the study process. The information provided including tourism metrics for Scottsdale,
tourism market conditions and insights into the interests of Scottsdale visitors. Interest has
grown in the desert environment, outdoor recreation, and educational opportunities. Also,
families are an important segment that needs additional recreational opportunities. The
Scottsdale tourism market and industry is evolving and the DDC would meet a need, but also
enhance the opportunity to attract new market segments and to extend the stays of existing
visitors. Moreover, because of Scottsdale’s hospitality and tourism industry’s support for the
concept to date, the high level of engagement in the planning process, high degree of
coordination among industry businesses, and extent of tourist promotion and marketing, it is
assumed that the tourism industry will lend full marketing and promotional support through
DDC opening to ensure the attraction’s success within tourist segments in Scottsdale.
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b. What is likelihood of increase or decrease in this projection?

The estimate of visits by tourists is believed to be realistic, if the plan is executed and operated as
proposed, based on primary research survey data, the national experience of comparable
facilities, the experience of attractions in the Phoenix Metro, and the unique positioning of DDC
as an attraction in the Phoenix area focused on the desert environment as one of the area’s
primary features. Indeed, there would seem to be opportunities to increase the number of tourists
to DDC, if the hospitality industry and the tourism promotion infrastructure are used to “drive”
tourists to the site as a featured component of the Scottsdale tourism offer. The extent to which
the DDC becomes a component of Scottsdale’s identity as a location will have an effect on
tourism visitation and overall visitation.

Conversely, if the project is not developed to the quality of design, construction, funding and
operations as included in the business plan, then there is a good possibility that the tourism
attendance potential will not be achieved.

3. Do we accurately account for School Children in attendance and operating costs and
revenues?

The DDC’s experiences, exhibits, personnel plan and overall concept are designed so that DDC
would be an educational asset among providing other benefits and qualities. The focus group
participants were very clear on the potential educational value, and the survey participants had
the following perceptions of the proposed DDC:

¢ Keeping with the goals for DDC, 55-60% of locals say DDC is "very desirable for school
outings and educational programs.”

Regarding the question of whether a larger portion of the 333,000 mid-range attendance potential
should be attributed to students, it is important to note that the attendance potential estimate was
not a top down number that was then simply divided into components, but rather it was built up
from audience segments as well. The DDC will appeal to tourists and adult-only groups to a
greater degree than does the Arizona Science Center in Phoenix, which conversely, is geared
strongly to the education and family market. DDC actually has a broader market to draw from,
because the interpretation will appeal to both young and old audiences. Therefore, the
comparisons made to very high percentages of school children may be based on a somewhat
different facility that serves different market segments overall. While the estimate of students is
considered reasonable, if it were found that there might be more students than was included in
the estimate, then the attendance potential might go up by that amount.

Further reflecting the conservative approach used in analyzing market potential, we did not make
high estimates for the school group market because there are a number of factors that can affect
it: school bus availability, time allotments for field trips due to standardized testing requirements
and the likely requirement for DDC to develop curriculum related programs for specific grade
levels. In addition, the fees for students will depend on future decisions. The number of
students, therefore, is held low to account (from an earned revenue perspective) for the
possibility for some students to attend free of charge. Subsequent iterations of the business plan
that focus on pre-opening operations should incorporate strategies for outreach to schools and
school districts to further refine attendance expectations from this audience segment. School
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group attendance variation will be tied directly to the level of resources devoted to education
program planning, development and operations.

Regarding operating costs, there are a number of expense items directly tied to school groups:

Personnel:
¢+ Manager of Education Programs and School Groups
¢ Education and Public Program Manager
¢ One full time and 2 part time Educators
¢ Visitor Services Manager and Training Coordinator (Visitor Assistants. & Volunteers)

¢ Ten full time and 16 part time Visitor Assistants

Direct expenditures:
¢ Education Kits: $3 per student has been allocated for education kits and direct costs.
¢ 30.50 per student is allocated for Printing/Copying & Publications.

¢ Students are also included in other estimates of costs associated with attendance and
operations.

Based on industry best practices, the costs associated with students are fully reflected in the
business plan and are deemed reasonable for planning purposes. Later more detailed project
planning will refine the personnel and budget requirements associated with students and school

groups.

4. Membership estimates cited in the Phase Il study are reasonable for a mature program.
However will they be at that level in the early years and/or how long will it take to reach
this number?

During the early years of DDC operations, there will be people who are simply excited to be a
part of the high profile project. Pre-opening membership drives tied to fundraising campaign
will also influence the level of memberships at opening. Over time some of these memberships
may drop off. Other people join as members based on the programs and benefits of
memberships. These may take longer to attract as programs are further developed and word-of-
mouth advertising that membership is valuable spreads. Based on these factors, the business plan
has shown growth over time from 10 percent of attendance in early years to 14 percent of
attendance in later stable years. This reflects the pattern suggested in the reviewer’s question.

¢ In the survey research, nearly half of the local audience likes the idea of annual
memberships with family pricing and season passes.

¢ Nearly one-third of tourists/visitors report interest in membership for seasonal admission.

[t is important to note that the relationship of ticket prices to membership prices will be a key
driver of both volume of memberships and revenue derived from the membership audience
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segment, which is somewhat dependent upon the balance the operator / management designs in
the pricing and marketing of the memberships to strike the best balance between ticketed and
membership attendance; as well as overall consumer response and perceived value of the
membership program.

5. Are the earned revenues in the Phase II study realistic in year one? And / or how long
will it likely take to achieve the DDC’s earned revenue potential?

The main driver of earned revenue is attendance. Just as the attendance is a reasonable estimate
of the DDC’s potential, so too is the estimate of earned revenue. Indeed in the early years with
an attendance surge expected (and observed in almost all major new visitor attractions located
near high population areas) eamed revenue is estimated to be higher than later as the initial surge
in attendance ebbs and the facility arrives at stable attendance levels.

However, as the main driver of earned revenues, the potential for attendance in the lower end of
the attendance range, or, if the facility is not developed or operated optimally, of having
attendance below the attendance potential range must be considered and planned for.

Although smaller in amount than attendance related revenue, other components of earned
revenue might take longer to develop or couid be lower. For instance:

¢ A restaurant lease may be structured to start at a lower rate to provide an operator with
security against lower than expected sales volume, then it might increase if business
success warrants it.

¢ Depending on market conditions and the lead times that event planning requires, there
may be a ramp-up in facility rentals.

¢ Ifretail merchandise is not correctly targeted to the audience and DDC topic, and is not
unique, initial sales may be lower until merchandising is improved.

¢ The interest earned on operating reserves might be lower due to a [ow rate of return on
conservatively invested funds.

Such possibilities would have a lesser effect than the low range scenarios included in the August
2010 Desert Discovery Center — Business Plan, and as included in Appendix A. As noted above,
$6.3 million cash operating reserve is planned as part of the project’s initial capital cost.

a. Is $1 million gross revenue for retail the 1st year realistic?

The retail sales in this year are due to the surge in attendance. [f anything, the retai! in the first
year may perform very well, as locals buy books and souvenirs associated with the McDowell
Sonoran Preserve and desert topics, and overall there is excitement about the project.

i.  Is $3.50 per capita retail sales a reasonable estimate?

Many comparable quality facilities with a mix of tourists and residents achieve per capita sales at
this level or higher. The preliminary project design includes a 2,000 SF retail area. This is of a
sufficient size to offer a variety of merchandise to suit different audience segments. The Desert
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Botanical Garden per capita retail sales exceed the $3.50 DDC sales potential used in the
business plan.

As a sensitivity test, if achieved per capita sales were ten percent lower ($3.15) the DDC earned
revenues would be reduced less than 2 percent. Since the cost of goods sold would also be
reduced, the net bottom line would be affected by less than | percent in such a lower sales
scenario.

ii. A member of the Committee estimated that in the study 30% of retail sales
are allocated to retail operations in addition to Cost of Goods Sold; is this
correct? Is it reasonable to expect that cost?

Yes, the cost of goods sold, personnel, and occupancy costs and administrative etc. might
reasonably leave a 25% or 30% net after direct costs and shared costs of operations. This leaves
strong profitability for this project component. It should be noted that there is no assumed costs
(rent) for the retail space, parking, advertising etc. which would bring the profitability closer to
industry standards if they were included in the cost of retail operations.

iii. Is 16% of earned revenue for retail a realistic expectation? How do these
numbers compare with other facilities?

Yes, it is a realistic expectation. Analysis of recent year financials at comparable facilities
indicates the following approximate percentages of gross retail sales to all earned income: the
Desert Botanical Garden 26 percentz; High Desert Museum 17 percent; Wild Center 22 percent;
Living Desert 21 percent. Each facility has its own mix of revenue generating activities;
audience profile; quality of retail offerings; extent of competition etc. but the 16 percent estimate
is within the range of many institutions nationally.

b. Basis for the estimates for event/party rentals, Are they realistic in this areas
competitive environment?

The number of events and the revenue is very location specific and is based on quality of
facilities for the events and for catering; the quality of the setting; the extent of staff support and
marketing efforts; the competition in the area; and the pricing environment. The analysis was
based on a calendar that assumed that there would be:

¢+ Major Rentals: Two per week in the high season, perhaps more in the several weeks
around Christmas and one per week in the shoulder season.

¢ Medium Rentals: One per week in high and shoulder seasons. May be located in outdoor
pavilion and/or other secondary spaces.

¢ DBirthday parties and small groups two per weekend. Prices are typical in the industry and
include rental fees and shares of catering or other miscellaneous revenues.

¢ 1t is possible a busier schedule of events at DDC could become an operating burden, and
additional staff and expenditures would be necessary.

I For that year the gross profit on retail sales was approximately 13% of total revenues. Assuming a 50% cost of
goods sold yields an estimate of 26% of revenues, which is comparable to the analysis for DDC.
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c. Are restaurant rates at $35.00/square foot, realistic?

The revenue estimate includes base rent and any overages or shared sales revenue that may
occur. This will be a highly differentiated setting and location, with outstanding views. The
setting sun will fill the mountainside due to its westward facing location. This rent assumes a
successful restaurant. As noted above, a restaurant lease may be structured to start at a lower
rate to provide an operator with security against lower than expected sales volume, then it might
increase if business success warrants it.

i.  What is the impact of catering competition in the area?

DDC will not be a caterer, but as this question relates to competing to host catered events, the
DDC will offer a “unique”™ venue. Hotel and resort properties are reportedly competing to keep
their groups on-site. It is the experience nationally that there is a desire for and a tradition of
groups having at least one off-site event. DDC will be well positioned to compete for this
business. The DDC business plan includes a staff of 2 full-time and 2 part-time personnel
dedicated to facility rentals and internal events. Marketing, operations and administrative staffs
would support this dedicated staff.

5. Is it reasonable to expect that a new organization could raise the amount of non-earned
revenue unrestricted operating funds projected in:

a. Year 1 -is this an aggressive assumption?

In order to undertake the project, Other Non-Operational Revenues® will be necessary and their
sources should be secured and/or studied and planned sufficiently in order to comfortably move
forward. Endowment should be an important component of the operating and funding plan. A
fundraising feasibility study had not been undertaken at the time of the business plan for either
the initial capital costs or for the ongoing contributed revenue, The percent to total revenues
used in the plan and the actual amounts estimated to be required are within the experience of
many similarly scaled educational attractions nationally.

b. is a 40% increase in Year 2 non-earned revenue from Year 1 amount reasonable?

The amount of assumed is simply reflective of the greater need for such funds in year 2 as the
initial attendance surge and its related revenue surge subsides. It will be important for a strong
fundraising capacity be in place before opening and during the initial years. The staffing plan
includes appropriate personnel, but more important is the board and community leadership to
ensure needed DDC funding.

i.  What is the impact of variations in attendance projections and possibly lower
earned revenues on these non-earned revenue numbers?

Included above is discussion of the impact of lower attendance and revenues. The effect that
lower attendance and revenues would have on contributed and non-earned revenues should also
be considered. While a lower operating profile may make the need greater, it may also make the
case for contributed and grant funding more challenging. Therefore, working toward excellence

‘i Represents potential revenue from graots, gifts, corporate sponsorships, fundrajsing events, endowment
proceeds and other relevant sources.

10
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from initial project planning through construction and into operations will mitigate market,
operating and fundraising risk.

c. Fundraising requires leadership, when to hire director, lead staff?

This point is absolutely true that strong leadership must be established as soon as possible while
maintaining an orderly development process. A preliminary pre-opening plan is included in the
August 2010 Desert Discovery Center — Business Plan. As noted above, this pre-opening plan
will also need adjusting, detailing and refining moving forward, it does provide a good basis for
beginning project organization development. If followed needed organization capacity will be
formed to support needed fundraising activities and other project development activities.

7. Please provide an overview of how the operating expenses were calculated / estimated?

The operating expense categories themselves are established by the reviews and analyses
ConsultEcon has prepared for hundreds of organizations, the comparable facilities researched for
the DDC plan and the specific activities and offerings proposed for DDC. The operating expense
estimates were calculated by individually analyzing the many categories of expenses necessary
to operate the DDC. The personnel plan was based on the work needed to be accomplished, the
programs and exhibits to be offered, the volume, type and seasonality of visitation, and the actual
personnel plans of other comparable institutions. Salaries are illustrative based on museum
industry experience for similar positions and adjusted for local conditions through a review of
Bureau of Labor Statistics occupational wage data for the Phoenix Metro Area. Expenditure
categories were tied to unit-based factors that are most closely tied to the category. These
include per attendee, per SF of building and per employee costs. The amount per unit-based
factor is based on comparable facility experience and overall industry experience. The total
operating expense estimate was analyzed from the perspective of cost per visitor, cost based on
facility size, cost per employee and the ratio of the expenses -- particularly the personnel costs --
compared total costs. Finally, the total costs were compared to and analyzed with respect to the
costs and operating profiles of other institutions. This approach provides a good understanding
of the requirements to successfully operate the DDC. While any given item may ultimately
prove to be higher or lower than the estimates in the plan, the variances will tend to balance out.
In addition, there is good evidence that the DDC can be successfully operated within the overall
budget established based on the experience of comparable institutions and their overall operating
budgets.

8. Were cash flow projections prepared?

Cash flow projections were not part of the scope of services and were not included in the plan.
However, as noted earlier, there is a $12.4 million pre-opening capital cost that is included in
overall operating costs. This covers much of the need for initial cash flow and the $6.3 million
Operating Reserves and Contingency are part of the $12.4 million pre-opening capital cost.

11
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9. How best to account for possible phasing of the project and affects on attendance,
revenues and costs:

a. Implication of reducing/phasing?

In an earlier phase of work, an economic and phasing attendance and operating model was
prepared. This analysis had an estimated 20 percent lower attendance, 25 percent lower revenue
and a |7 percent increase in need for contributed revenues. The finding is that a phased
approach may be viable, but that the most significant benefit is the lower capital costs. The
negative implications are that there may be more market risk, and that the operating cost savings
may be lower than the earned revenue decreases associated with a phased approach given the
plan to fully build out DDC.

Simply reducing DDC is possible and the alternative plan would have different attendance,
revenue and operating expenditure profiles, and initial capital costs, depending on what is built
and the organization plan that is implemented. Given the current stage in planning, before an
organization has been identified or created as the operator, there js an inherent risk that there will
be variation in the operating results actually achieved and the business plan developed in 2010;
hence the need for ongoing business planning as subsequent design and organizational
milestones are achieved to refine key assumptions.

i.  Restaurant/catering

Creating a first phase without food service would be problematic given the location without
adjacent food service amenities, the length of time visitors would spend at the site, and
opportunity cost of lost revenue. A t least some food service is highly recommended.

ii. Desert Great Room
Creating a first phase without the Desert Great Room is not recommended in that a major portion
of the activity and use of the DDC will be for events, programs and ongoing community use.
The benefits of the site would be lowered and there would be a lost revenue opportunity. Ifthis
approach is necessary, a temporary tensile structure to accommodate the functions of the Desert
Great Room during favorable weather periods would be recommended.

iii. Eliminate Immersive Theater or reduce its scale/cost?
The immersive theater is viewed as an essential project element. It provides an emotional and
visceral exhibit experience that is central to the overall plan for the visitor experience. As
planned, the immersive Theater will provide a high profile created experience to go along with
the natural experience that will be the focus of DDC. Reducing the size of the immersive theater
of course can be done, as the project is conceptual at this time, but there are trade-offs with
regards to optimizing visitor throughput and capacity. The size of the theater itself has some
variability, but the immersive theater no matter what the size will require sufficient budget in
developing and installing the technology to support the proposed quality of this signature
experience. The trade-off is fundraising risk and operating cost versus the market risk of
attracting targeted attendance and earned revenues. It might be that the immersive theater is of
interest to potential capital funders as well, as theaters create sponsorship and naming
opportunities that can attract significant corporate or philanthropic money.

12
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iv. Ete.
The challenge of successfully phasing the DDC is in being able to build sufficient critical mass
of visitor experience and visitor amenities along with the required support areas. In order to
make the facility ready for future phases additional infrastructure and support areas would be
needed. Also there would not be a large percentage savings in pre-opening costs. Thus an initial
phase of perhaps 75 percent of the visitor experience and amenities would likely not save 25
percent of the initial capital cost.

10. Inclusion of parficular personnel positions in the plan such as additional grant writers,
event planners etc.

Indeed, there would be adjustments from this initial personnel profile to the actual staff hired in a
number of years, but the staffing and personnel altogether seem adequate at this time. Future
planning and development, such as the design and exhibits, programs, and fundraising plans,
would all influence the final makeup of personnel that may change over time as organizational
ramp up, market conditions and operating experience dictates. Currently the plan includes 2 full-
time and 1 part-time events staff. The Institutional Development Department includes a
Development Coordinator, Grant Writer / Development Data Coordinator, Membership
Manager, part time Membership Coordinator, Marketing & Membership Administrative
Assistant. This staff would support the Executive Director and the Board of Directors in
fundraising.

11. Is direct desert science research included in the DDC as planned to date?

Research is not explicitly included. If during the development process funding is created and the
design accommodates such activity, it might be desirable based on what the research is. It would
have to be funded in excess of what’s in the model, but might be possible as grants are activity
specific. 1fit were included, it could be desirable as DDC could showcase and disseminate the
findings of research and monitoring activities that occur.

13
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Appendix A - Test Case */

Tabte VIII-1
Preliminary Attendance Potential Befow Low.Ramge Test Case
Desert Discovery Center

Market Penciration Rates Visitation Range
Eatimated 2014 LowRange MidRange High Range | Percent to
Market Population Low High Artendance  Atendante  Altendance Total
Residem Market
Primary Market Area 260,200 15612 10816 26,020 8.3%
Secondary Market Ares 2.165.200 43,104 59,543 75,782 23 8%
Tertiary Markcet Area 2,574,700 SRRITSOSE T 38,621 45.057 51.494 18.0%
Total Resident Markel - 5,000,100 1.95% 307% 97,511 125,416 151296 50 1%
Estimate d 2008 Low Range MidRange High Range

Yiitor (Tourist) Market Tourist Market Low High  Attendance  Aftendmoce  Anendance
Scotesdale Qvermight Visitors

Domestic & Inzernatonal Overmght

Hotel Visitors. 23.660 26.618 29,575 10 6%

Vising Froends & Relaves (VF Rs) 3555 4740 5925 1 9%

Ovemigh Visiters Staying m Scasonal

Homes 00 1,720 1,400 1. 1%
Scoftsdale Dap-Trip Visltors

Domestc Overmight Day- Frippers (o

Scomsdake ¥ 6,895,000 62,055 45,503 63,950 26.2%
International Gvernight Fisitors to
Mcire Phoenix, Nol Staying in
Scottsdale ¥ 2.031 00 20,310 25383 30,465 10.1%
Total Visicor (Tourist) Market 10,482,000 1.06% 1.32% 111,620 124,963 133,315 49 9%
Total Siabilzed Aftendance Potental Range
¥id Range Atte ndance v 109.000 ’ 150,000 292,000

I/ Based on bicstdaa avabble. This B 2 exdonob e iisumpuon for fuluc ioumsmaciv ey,

2 The Gty af Sconsdak defines thy segoent as day visiton @ as anmial ScotedsieParadisc Valiey lours mstudy, Day vekoms e domesuc avemight roursis saiymg in
outsidc of the 5 Paradsc Valcy.

¥ Inte matiomal ovomight vugors &s derved fromidesican, Canadin and Qverar visaory 10 Afzona

# Rounded 1o pearest 1.000.

Soune: ConsubBran, Inc

Table YI1I-2
Frve Year Attenddance Potential Pantem Below Low-Ranpe Test Case
Desert Discovery Center

STABLE
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR §
Percentage of
Stabilzed
Alrendance 120% 105% 100% 100% 100.5%
Mid Range
Visitation Potenctal

NOTE: DCC ls expected to open in 2014, ThereTore, Year 1 represents 2044,

1/ Stabilized armendance expected o occur i Year . This analysis assumes theat the full Iaciliry will be
open for Year | of operarions.
Sewrce: ConsuttEeon, Inc.

“ Changes in the assumptions used in the Below Low Range Test Case Scenario from the assumptions used in the
August 2010 Desert Discovery Center — Business Plan are highlighted in blue shading.
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Appendix A (continued)

Table YTII-3
Seasonality of Attendaace Below Low-Range Test Case
Desert Discovery Center

Low Attendance Scemarlo Mid-Range Attendance High Attendance Scenario
Total Total Total

Seasonality Anendance Seasomality  Attendance Seasooality  Attendance
January % 14,644 7% 17,300 % 20412
Febnary 9% 18,828 9% 22,500 9% 26,244
March 11% 23,012 11% 27,500 1% 32,076
April 13% 27,196 13% 32,500 13% 37,908
May 1% 23,012 11% 27.500 1% 32,076
June % 14,644 % 17,500 7% 20,412
July 6% 12,552 6% 15,000 6% 17,496
August 6% 12,552 6% 15,000 6% 17,496
September 6% 12,552 6% 15,000 6% 17,496
October 8% 16,736 8% 20,000 8% 23,328
November 8% 16,736 8% 20,000 8% 23,328
December 8% 16,736 8% 20,000 8% 23,328

Total " i : : 0

I/ Rounded 1o nearest 1,000,
Source: ConsuliEzon, inc.

Talde VIII4
Eacility Sizing Paranmeters Helow Low-Range Test Case

Desert Discovery Cemer

Mid- Range
Allendance
Annual Visitation 250.000
Averuge Prriods During Facllity
Peak Periods Peak M onths Remals
Peak Momh Anendance 32300
Averape Momh Amendance 20,833
High Week a1 28% of peak month 9,100 5832
High Day Agendance al 8% of
high week 1,638 1,050
(2 br. stay - 25 hr. stay - (2 br sty - (2.5 hr. 1wy -
Length of Sty 30%) 15%4) 30%) 35%)
Peak m-howse Populaton 368
Rounded
High Day Parking
Requircient * 196 n7 128 148
Potential for Event Parking
Dommnd* ¥ 200

' Farty year aiendance may be fifleen pexcent highes or mox. Houever, thit analyse ases a mom congenstive ssswmption of

1% for inancial mode iig Purposes.

1/ Based an 93 poesi suto wsage dunng peal daytime porinds (bus usage i higher dudng the shouider sexsons Fomschool groups and sour groups),
15 pcrsans pes vehick: Plus % umover squirement Does not inchids employes, yohunteer and other administorive visior paring. This b for DDC
only. The parking will need i be considered in the coniest of the Catewry oailhead use and paking noeds.

¥ Estimeted al.onc car per Two atiendees ai evenis of 300 peoplo per evem, pis 50 cars for calerers and sorvers, secunry, DDC stail, votaniess cic

& Most mojor facility ®ntaks will be durng cvenings aral the end ofthe day, so Lhey would s2idomovertap with U peak in-bouse times of day which
Lend to be Hamio Ipm Further, if there were a neod fora mid sy (acifity renta), the parking might be accomm dmed through mitigation measams sech as
rermla parking shuttks eic. For e vast mgonty of eveots pading demand sccemodaled by padingavaibk becawst Lhe dernnd front hilem andfor
DDC alteadees 1 ower a1 Lbe toe of the cvenl .

Source: CangubEoon, Inc.
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Appendix A (continued)

Table IX-1
Admissions Amalysis in Current Dollars  Below Low-Range Test Case
Desert Discovery Center

Per Capita Ticket Revenue

Membership Revenue

SR oo

Contribution Percent
% to Total Attendance lo Ticket Per  Contribution to
Aftendance By Type Ticket Price Capita Ticket Per Capita

Adult 89,500 $15.00 $5.37 61.0%
Senor 41,250 $1225 32.02 23.0%
Youth (3-12) 38,750 $5.00 £1.40 15.8%
Sudent Group 20,000 3600 30.48 5.5%
Members 30,000 3000 $0.00 0.0%
Facilty Remals 19,750 3000 $0.00 0.0%
Free/Complmerary 10,750 $0.00 30 00 0.0%

Less Discounts & Coupons (@ 5% (30.45) -5.3%
Total $8.80 100.0%
M emberships Estimates Estimated

Membership Percent to Number of Avg. Price
Types Membershi B
No. of Member Atendances m Individual
Average Annual Atendances Per Membership g Dl
Est Total Memberships Famiy
Average Membership Fee Donor
Sponsor

3,752
Ronnde d:

310033
$100.00

I/ Includes children aged 2 and under, comphmentary Gekers, VIPs, spegial events & programs etc.

Source: ConsuliEcon, Inc.
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Appendix A (continued)

Table TX-3
Operations Analysis Asgumptions In Curremt Dollars, Unless Noted Below Low-Range Test Case

Desert Discovery Center

General Comments

Year Assumed to Open to Public 2014

Indoor Gross Exinbit Squure Footage 34,200 (28,500 NSF)
Total Indoor Gross Square Footnge 12,972

Total Exterior Square Foomge 70,700

Mid- Range Anerdance 250.000

Apma] Inflaton Raic 2.0%

Personne| & Benefits Axmnl Inflation Rare 2.5%

Armml Anendance Growzh aller Year 4 0.5%

Admidssion Fees and Revenue
Adult Ticket Price

1y
LM

il

Per Capita Ticket Revenue &0 |

Coupoms & Dicouns as a % of Per Capim Ticket Rev. 5.0%

Ticket Price Increase % every other year 5.0%

Retail

Reml Area Gross Square Foorape 2400 (2,000 NSF)
Per Capita Retad Sakes $3.50

Quside Retal Sales as Percem of Per Capim Reail Sales 15%

Cost of Goods Sold as a % of Retad Szkes 50%

Food Service

Vending and Retad Shop Per Capita Food / Beverage Sakes $1.00 ¥

DDC Net Proceeds fom Vending & Store Food Sales 25.0%

CafeRegmuram indoor Gross Square Foomge 3,120 Assumes 80 seals
Desert Dinng Grarden Curdoor Square Foomge 2.000

Restaurant Base Lease Rate Pec SF i 2014 Dolars 1L oo, $35.00 ¥
DDC Nel Proceeds of Restauram Gross Sales 2.0%*

Family & Individual Membershipx

Nurnber of Farmnily, lodnadual & Supportive Memberships
Average Membership Fee

Azl Attendances Per Merbership

Facility Rentals and Receptions
Major Reotal Per Yeac

Target Antendance n Smbk: Year
Average Net Revonue per Rertal

3,750 Stable Year
$100.00

Avg 300 per event

Medm Reminis Per Year
Target Atendance m Smble Year 2800 Avg 100 per event
Average Net Revenue per Remal $2.000

vinor Rentaks Per Year (pramaniy Bathday Parnes)
Target Altendance n Sable Year

2375 Avg 25 per event

Average Net Revenue per Rental 5300
Other Revernue Asa % of Eamed Reverue 1% ¥
Operating Reserves

Operating Reserve Assumption 12014 $6,300,000 ¥,
Anml Growih Rate above Inflaton Rate ¥
Amnual Interest 3%

NOTE Assumes DDC Programof Amas dated June 16, 2010 by Swaback Parncss.
I/ Limitzd vonding nnd beverage / snacks avaihble in gift shop. Other food provided by cafd.

2 In 2014 dollars. Throce-year tenn inoncased at infhton for 2od wm

¥ Restaurant assumed 1o hol a biquor bevnse  Bestaurant gross sales extmmated based on $3 per capra for DDC visitors,
plus $10averge spend froman assumed 18,000 (30 per day) annual auiside pamons who are drawn Gom fom tral users

and fom drive-op customers.

4 Other revennes mctude revenue from progams. speral events, straller entals, boekers and other sources.

% [n 2014 dollrs.
Source, ConsultBeon, [nc. and Swaback Parners
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Appendix A (continued)

Table IX-4
Earned Revenue Potential Below Low-Range Test Case
Desert Discovery Center

Yeur 2014 1015 2016 2017 2018

Swble Yr At

STABLE (in current  Percemt
YEAR1 YEAR 2 YEAR 3 YEAR 4 YEAR § dollars) to Total

TOTAL ATTENDANCE 300,000 262,500 250,000 250,000 251250 250,000
Per Capita Tickel Revenue $10.09 39.64 $9.52 $9.82 $10.30 $3.80
REVENUE
Operational Revenue
Ticket Revenue $3027459 32531444 32456018 52456013 32588861 $2200,734  33.3%
Membership Revenue 358,280 382,660 416250 416,250 441,090 $375,000 5. 7%
Gross Retail 1281409 1,143,657 1,110,881 1,133201 1,161 644 1,006250  15.2%
Food Service Net 79,591 71,035 69,005 70,385 72,152 62,500 0.9%
Calé/Restaurant Lease Revenue 176,693 166,028 164,404 171,748 173,161 108,301 1.6%
Faellity Rental 356,566 357203 351,098 358,120 379,066 316,500 4.8%
Other Revenue 52,300 46,520 45678 46,057 43,160 40,698 0.6%
Total Operarional Revenue $5,332,797 $4,698.546 $4,613,433 $4.651,779 $4,864.135 | [ $4,110,483 62.3%
Non-Operational Revenue
Operating Reserves Inierest $189,000 $192,606 $196,282 $200,027 $203.844 $178,099 2. 7%
v $2,001,679 $2782,793 33017710 $3,132168 §3.075674 2311212 35.0%
TOTAL REVENUE $7,523.477 $7,673,946 57,827,425 57.983,973 $8,143.653 | | 96,599,794 100.0%
Operating Reserves Growth $6,300000 36420217  $6,342.727 86667575  $6,794,806 $5936,631

NOTE DDC is expected o open in 2014, Therefore, Year | represenis the nflaced 2014 dollar value.

1/ Represents potennial revenuc from grants, gifts, corporme sponserships. fundraising events, endowment procceds and other relevant sources.
See discussion m tex.
Source: CoensuhEcon, e
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Table IX-5
Mustrative Personnel Positions and Salaries Below Low-Range Tesi Case
Desert Discovery Center

Part-Time Number Number of
Amnoal  Seasonal (Peak  of Full Numberof Peak
Salaries Season) Time Pant Time Season Totml Salury
Position (FTE) Salaries Positions Positions  Positions Budpet
Adminis tra ion
Esecutive Derector $150,000 $150,000
Buismess Manager / CFC $100.000 $100.000
Persorme) Mamager £55.000 555,000
Account Manager / Boakkeeper 545,000 $67.500
Receptomst Admiistrame Assl $29,000 514,500
Marketing, Development, Menobersbip and Facility Rentals
Markctmg Mansger $80.000 380,000
Marketing Coordimalor/Adminsstrative Asst £35,000 $35.000
Developrera Manager $90,000 $90,000
Gram W ritor / Development Data Coordmator $50,000 550,000
Membership Marager £35.000 $55.000
Membershp Coordmator £35.000 $17.500
Marketing & MembrershipAdministrative Asst. $35.000 $17.500
Evems Coordnator $50.000 i $50,000
Facifity Remak Coontinators 545,000 1 2 $90.000
Viitor Services and Education Prograns
Marager of Education Programs and Schoe! Groups $50,000 | £50,000
Education and Publiz Program Manager $50,000 1 $50,000
Educators $32,000 1 i " $48.000
Visitor Services Manager and Training (Visitor
Assistanist. & Volrmeers) 335,000 | i 352,500
Visitor Assistants $22,000 fith=iiii $308,000
Visitor Assistants (Peak Scason) 515,000
Rewmil & Admissions
Museumn Store Manager / Buyer $60,000 | $60,000
Assstant Store Mapager £40.000 1 540,000
Admissions Manager $55,000 1 555,000
Group Sakes Reservanonist / Membership $ales $25,000 1 $25,000
Cushiers - Adrmiasions/Retal $21,000 4 i $168,000
Cashiers - Admiswions/Retail (Peak Season) £4,500 5 £22,500
Exhibits
Mubimedia Program & Exhibit Manager $75,000 1 $75,000
[T/ Muhimedia Techmeran / Web Sae $70,000 | $70.000
Changing Extibit Gallery Coordmaror £40,000 1 $40,000
Exitbi Techm:ian $35.000 3 £140,000
Plant Operations, Living Specimen Hus bandry
Faciity Manager / Engineer 255,000 | £55.000
Asgistart Facdiy Mmager / Engieer 540,000 I $40.000
Bologst $50.000 1 £50.000
Hortoulhurist $50,000 1 1 £75,000
Biclogists / Horticulturisis {intems) $12.000 iirzh T $18.000
Suff Technician / HYAC / Life Suppon Systems $28,000 1 £28,000
Cusmdians $22.000 2 [EEEE $66,000
Groundskeepors $22.000 1 2 544,000
Lead § county Guard $28.000 2 £56.000
Security Guards $24.000 [} $72,000
Toul T 255000 |
Fringe & Benefinn @ Average of 18% of Total Salrica $726.600
Total Salaries & Benofitn Budget $3,321,600
Total Full Time Equivalent Positions (FTE'S) m
NOTES P Tone Brployecs Lakulated 3t S0% FTE, scasonal workors @l 5% FIE Vokaieers would Sorve 1o Supp omenl soms posiions sech o Veror
Assistnts,
Visitor Assistants and Cashicrs paid post be supph d by Voh

Source: CorgultEeon, Inc.
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Table IX-6

Draft For Discussion Purposes Only

lllustrative Annual Operating Expenses Below Low-Range Test Case
Desert Discovery Center

Project Parameters
Indoor Square Footage 72,972
Exterior Square Footage 70,700
Annual Attendance 250,000

Students n Groups 20,000 Percent
Employees (FTEs) 71.00 See Personnel Schedule  to Total
Detailed Budgetary Analysis Annuai Amount Expense Factors v
Salaries (FTE, PTE) $2,595,000 See Persornel Sebeduk: 39.3%
Friige / Benefits (@) 28% of Sal) $726,600 See Persormel Schedule 11.0%

Budgeted at $15/hour for
Allowance for Interns & Seasonal Personnel $37,500 2,500 hours 0.6%
Uniforms $7,100 @ 0.1%
Professioral/Contract Services $220,100 @ | 3.3%
Voxe/Data/Web Presence $74,550 @ | 1.1%
Postage & Shippig $24,850 (@ 0.4%
Equipmert Rental Lease $28,400 @ $400 Per FTE 0.4%
Travel, Meetng and Entertaimment $35500 @ $500 Per FTE 0.5%
Dues and Subscriptions $17,750 @ $250 Per FTE 0.3%
Retail Cost of Goods Soid (COGS) $£503,125 @ 7.6%
Advertising $525,000 @ [ 8.0%
Printing/Copying & Publications $125000 @  $0.50 Per Amendee 1.9%
Egucational K its $60,000 @ $3.00 Per Student 0.9%
Evenis & Programs Budpeted 2.7%
Changing Exhibits 2.7%
Exhib#t Remvestment 2.7%
Exhibit Supples 0.4%
Exhib#t Replacernent jji 0.2%
Supplies & Maleriaks $134,900 2.0%
Utlities $218,916 33%
[nsurance 387,566 1.3%
Repairs & Mammenance $102,161 1.5%
Grounds keepmp/Landscapmng Supplies &
Replacement $75,000 M 1.1%
Parking Mamtenance $18,000 Budgeted for 300 spaces 0.3%
Other Operating Expenses / Contingency $106,500 @ $1.500 PerFTE 1.6%
Subtotal Operating Expenses $6,285,518 95.2%
$2,460,793
Capital Reserves 8314276 @ 5% of Op. Expenses 4.8%
$337,721

Total Operating Costs $6,599,794 100.0%
Operating Analysis
Operating Expense Per SF $90.44
Operating Expense Per Visitor $26.40
Antendees Per FTE 3,521
Op. Exp PerFTE $92,955
Square Feet Per FTE 1,028

1/ Factars are based on mdustry smndards, the specific atmbutes of the ﬁmject and Jocal conditions.

2 Source: Ten Eyck Landscape Architects, [ne.
Source: ConsuhEcon, [nc.
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Appendix A (continued)

Table [X-7
Projected Operafing Expenses Befow Low-Range Test Case
Desert Discovery Center

Year 2014 2015 2016 2017 2018| | Stable ¥r

STABLE {in current  Percent to
Operating Expenses YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 dollars) Total
Salaries (FTE., PTE) $2,794,531  $2,864,394  $2936,004  $3,009404  $3,084,640 $2,595,000 39.3%
Fringe / Benefits ((@ 28% of Sal) $782.469 $802,03¢ $822,081 $842,633 $863,699 $726,600 11.0%
Allowance fer Interns & Seasonal Personnel $40.383 $41,393 £42,428 $43,489 $44,576 $37,500 0.6%
Uniforms $7,535 £7.923 £7.916 38,114 $8317 $7,100 0.1%
Professional/Contract Services $233,572 £238,242 £243 008 5247 868 $252.826 $220,100 3.3%
Voice/DatWeb Presence $79.113 £80,695 $82,309 383,955 $85,635 $74.550 L1%
Postap: & Shippmg $26.371 $26,898 £27,436 §27.985 528.545 524,850 0.4%
Equipment Rental/ Lease $30,138 $30,741 $31.356 $31.983 $32.623 $28.400 0.4%
Travel Meetmg and Entertamment $37,673 $38,426 $39,195 53997 540,778 $35,500 0 5%
Dues and Subscrptions $18.836 §19.213 $19.597 $19.939 520389 $17.750 0.3%
Retad Cost of Goods Sold (COGS) $640.704 $571.829 £555,49) $566,600 $580.822 $503.125 7.6%
Advertsing $668.56] $596,691 $579.642 5591235 $606.075 §525.000 8.0%
Prnting/Copymg & Pubbcabons S139.181 §142.069 $138.010 $140,770 $144,304 $125.000 1.9%
Educatoral K its $52.530 §57.112 $66.245 $67,570 $69,266 $60,000 0.9%
Events & Programs 5185711 5189426 $193.214 $197.078 §201,020 $175,000 2.1%
Changing Exhibits / Curatorial $185.711 $189.426 $193.214 $197.078 $201,020 5175,000 2.7%
Exhbit Refmvestment $185,711 $189,426 $193.214 $197,078 $201,020 §175,000 2.7%
Extubi Supplies £26.530 £27,061 §27,602 $28.154 $28.7t7 $25.000 0.4%
Exhibd Replacemem $12,734 512989 $13.249 $13,514 $13,784 512,000 0.2%
Suppbes & Maleriaks . $143.157 $146,020 $148.94i 5151919 $154,958 $134,900 2.0%
Utilities 3232315 $236,962 $241,704 $246,535 $251,466 $218.916 3.3%
[nsurance §92.926 £94,785 596,680 593,614 $100,586 387,566 1.3%
Repairs & Mainienance 3108414 $110,582 $112.7%4 $115.050 $117.351 $102,161 1.5%
Groundskeeping/Landscaping Supplies &
Replaccment 579,591 £81.182 $82.806 584,462 £86.151 §75,000 1.1%
Parking Maimenance 519,102 519,484 £19,873 520,271 $20.676 $i8.000
Other Operating Expenses / Contngency $113,019 $115.279 5117585 $119.936 §122.335 $106,500 1.6%
Miscellaneous 5208,696 5103951 $0 50 $0 $0 0.0%
Total Operating Expenses $7,165,216  $7,308,520 S7.454,690 S$7,603,784 §7,755860 56,285,518 95.2%
Capital Reserves H 5353,261 365,426 §372,73% 5380,189 $387,793 5314,276 4.8%
Total Ope rating Costs $7.523,477 S$7,673,946  §7.827,425 $7,983,973  $8,143,653 £6,599,794 100.0%

If To accommodaie higher artendance levels after openmg in Years 1 and 2 and unforeseen early year expenditures, the aperiing oxpenses have been ncreased by 3% and 1,59,
respeenvaly, in addiion 1o inflaticn,

¥ Capital Reserves includo funds for equipment replacements and minor building repairs/improvemenrs.
Source: ConsuliEcon, [nc
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Table IX-8
Net Income Summary Below Low-Range Test Case
Desert Discovery Center

Stabilized 2014 2015 2016 2017 2018
Atendance STABLE
Levels ” YEAR 1 YEAR2 YEAR 3 YEAR 4 YEAR 5

Revenues
Operational Revenues $4,110,483 | 85,332,797 $4,698,546 $4,613,433  $4,651,779 $4,864,135
Non-Operational Revenues
Operating Reserves Interest  $178,099 $189,000 $192,606 $196,282 $200,027 $203,844

Other Non-Operational

Revenues $2311,212 | $2,001,679 $2,782.793  $3017,710 $3.132.168 $3.075,674
$6,599,794 | $7,523,477 $7.673,946 $7.827.425 $7,983,973  $8,143,653

Expenses

Operating Costs $6.285.518 | $7,165,216 $7.308,520 $7,454.690 $7,603,784  $7,755,860

Capital Reserves $314.276 $358,261 $365,426 §$372,735 $380,189 $387,793
$6,599,794 | $7,523.477 $7.673.946 $7.827425 $7,983,973  §$8,143,653

Net Revenue $0 %0 $0 $0 £0 $0

I/ Revenue and expense in current dollars,

2 Estimates of Non-Opemtional Revenue Potential have been limited to the extent required. Higher amounis would be sought.
Source: ConsuhtEcon, Inc.
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Memorandum
To: City of Scottsdale and DDC Phase III Committee
From: Robert E. Brais, ConsultEcon, Inc.
Date: January 9, 2012
RE: Response to DDC Review Committee Request to Evaluate a 35-million DDC

Operating Scenario

Following are additional data and analyses for the DDC Review Committee regarding the
potential market performance and operations of the Desert Discovery Center (DDC). Based on
the current phase of planning and the need for careful review of the market and operating aspects
of this project, the committee has requested that ConsultEcon (CEI) analyze the implications of
much lower attendance and a much lower operating profile and operating expense budget than
the baseline plan as analyzed and estimated in the August 2010 Desert Discovery Center —
Business Plan prepared by CEl. A $5-million operating budget and much lower attendance that
would be a likely outcome of a lower operating profile are the key changes explored in this
analysis. In previous “what-if” analyses prepared for the committee, CEI had prepared other low
range operating scenarios and had addressed questions and comments regarding the market and
operating potential of DDC. This memorandum assumes that the reader is familiar with these
other analyses.

The report August 2010 Desert Discovery Center — Business Plan is not the final operating plan.
The business plan will evolve as will the facility design and visitor experience design, based on
the sponsoring organization and future market and economic conditions. Therefore, from a
planning and oversight perspective, the analyses presented in this memorandum supplement the
original August 2010 report and the previous supplementary analyses prepared for the
committee. It also takes into account the following possibilities:

¢ Future operating results will be affected by: the characteristics and capacity of the
sponsoring organization; the manner in which DDC is operated and marketed; and the
characteristics of pre-opening and start-up operations.

¢ [fthe DDC is smaller or does not have the design characteristics as proposed by Swaback
Partners or the proposed project capitalization, its operating profile is likely to be
different.

¢ [f the operating profile, community support or the operating budgets evaluated in the
August 2010 Desert Discovery Center — Business Plan report are not implemented, then
operating results are likely to be different.

Phone: +1 (617] 547-0100 « Fax: +1 {617] 547-0102 » 545 Concord Avenue, Svite 210, Cambridge, MA 02138 US.A.
www,consultecon.com « info@consullecon.com
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¢ [t is likely that the stable year of operations may not occur for 6 to 7 or more years
depending on development phasing, construction timing, program development and
implementation, and the number of years until stable operations is achieved. Therefore,
there is uncertainty about future economic conditions that all major community
investments must evaluate on an ongoing basis.

3$5-million Operating Budget Scenario

The mid-range operating scenario has been established as a reasonable planning baseline, and the
CEIl November 22 memorandum to the committee included a low-range attendance operating
analysis (250,000 stabilized year attendance). The operating budget in the mid-range scenario
was $7.4 million and in the low-range attendance scenario, it was $6.6 million.! The committce
has asked for an analysis of the implications of a $5-million operating budget. The following is
an analysis of this $5-million Operating Budget Scenario.

Assumptions:

1. Facility size — The ultimate facility is assumed to be the full build out scenario of 72,972
Total Indoor Gross Square Footage and 70,700 Total Exterior Square Footage, as
designed by Swaback Partners. The capital budget also is assumed to reflect this full
build out scenario.

2. Operating Budget — The total operating budget is $5 million (in current dollars and not
including any capital reserves).. With operating reserves approximately$5.28 million.

3. Personnel- The number of personnel varies considerably between scenarios from 79
FTE’s in the Mid-range to 71 in the low range attendance scenario to 54 in the $5 million
Operating Budget Scenario. Since many costs are fixed or semi-variable, a primary
means to achieving the $5 million budget is through reducing personnel.

4. Attendance — Both as a result of the lower operating budget and because a lower
operating budget would be the result of a lower level of market support, the attendance
estimate used is 215,000 in a stabilized year. The mix of attendees changes somewhat to
reflect the changing attendance profile.

L]

Ticket Prices — Ticket prices remain the same as in prior analyses, at baseline prices of
$15.00 for adults and $9.00 for children.

6. Auxiliary spending — This model assumes fewer facility rentals and lower restaurant
lease income ($17.50 per SF).

7. Operational Revenue — The estimated lower attendance and operating assumptions yield
a much lower operational or earned revenue level for this low-budget scenario. In this

' Note that about 10 percent of the operating budget is variable based on attendance and student groups for items
including retail cost of goods sold, printing and consumables and educational kits. Therefore some of the difference
between scenarios is based on the attendance differences.

¥ Note: the $5-million Operating Budget Scenario would require, in addition to the baseline operating budget, annual
capital reserves equal to 5 percent of the operating budget — a prudent and typical operating approach used by
virtually ali museum and attractions operators.
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scenario, operational revenue is an estimated $3.5 million compared to the mid-range
attendance scenario at $5.6 million.

8. Non-Earned Revenue — The amount of non-earned revenue required in the $5-million
operating budget scenario is estimated at $1.8 million, about equal to the requirement of
the mid-range attendance operating scenario. The major reason for this is that the facility
size s suitable for attendance levels well above the 215,000 stabilized year attendance
estimated for the $5-million Operating Budget Scenario.

Data in Appendix A provide a summary of the analytical tables supporting the $5-million
Operating Budget Scenario. The operational revenue potential for the $5-million Operating
Budget Scenario is $3.5 million in stable year in current dollars, and non-Operational Revenue
target of $1.77 million (non-earmed and contributed). Operational revenues cover approximately
66 percent of the operating expenses (when the additional capital reserves are also included) in
this operating scenario. This sensitivity analysis indicates that given the scale of the facility,
there is an operating expense threshold where reductions in operating budgets are
counterproductive in that they would reduce marketing, outreach, programs, exhibits and
maintenance that support visitation.

Summary of Alternative Operating Analyses and Comparable Facilities

Analysis of operations under the $5-million Operating Budget Scenario and case study facilities
are compared in data in Table 1 using information from the August 2010 Desert Discovery
Center — Business Plan and the November analysis. Data in Table 2 The summary presented in
the table below also compares the results for the $5-million Operating Budget Scenario with the
Low-Range Attendance Scenario prepared in November 2011 and the baseline mid-range
attendance operating plan.

Table 1
Mid-Range, Low Test Case and $5 miilion Operating Budget Scenarios Comparison
Sensitivity Testing

$5 Million
% to LowTest % to Operations % to
Revenue Source Mid-Range Total Case Total Scenario  Total
Attendance 333,000 250,000 215,000
r r
Eamed Revenue $6,164,850  70%  $3,942,000 63%  £3,300,000 66%
r r

Non-Eamed Revenue $196,000 2% £196,000 3% $196,000 4%

Contributed Revenue

Required $2,460,000 28%  $2,132,000 34% §$1,581,000 30%
Total Revenue $8,820,850 100% $6,270,000 100% 85,277,000 100%
Operating Expenses  $8,821,000 $6,270,000 $5.277,000

Note: This analysis assumes that the full DDC is developed per the plan, but that attendance is below ihe
low range established for the business plan.
Source: ConsultEcon, Inc.



Consu ”' Eco n’ I nc. Draft For Discussion Purposes Only

Table 2
Comparison of Desert Discovery Center Operating Scenarios with Case Studies
Opemtional ~ Non-Operatiomal Operating FTE
Facility Attendance Revenve Revenue Expenses Employees Y
Abrabam Lincoln Presklentil 410,000 NA NA $10,000,000 475
Library and Museun
Arizoma-Sonord Desert Museun 400,000 £5.117,000 $3,036,000 $8,056,000 V22
Desert Botanical Garden 320,000 4,764,000 %6,811,000 $8,537,000 110
High Desert Museum 150,000 $2,200,000 $1,206,000 $3,972,000 44
Las Vegas Sprmgs Preserve 206,000 $1,569,000 $10,633,000 $12,182.000 39
Living Desert 325,000 35,876,000 $1,407.000 15,088,000 110
Wild Cemer - The Namral Hislory
4
tluscum of the Adiondacks 100,000 $1,942,00¢ $2,501,000 $4,676,000 2
DDC Mid Range Attendance - "
Baseline Planning Scenario 333,000 5,552,000 1,342,000 7,394,000 79.3
DDC Low Range Attendance 250,000 4,110,000 2,489,000 6,600,000 71.0
Scenarto
DDC Low Range Operatlons - 215,000 3,500,006 1,777,000 5277,000 54.0
35mm Budget Scenario
Opemting Analvses Ope rational Opemtional Operating Ope rating
Revenue Per  Revenue as a % Expenses per Expenses per  Aticodees per
Capita to Total Revenue Attendee FTE FTE
Abraham Lincoln Presdentinl
Library and Musewn $24 .39 $210,526 8,632
Arizora- Sonora Desert Muscum $12.79 63% $20.14 $66,033 3,279
Desert Botanical Garden $14.89 4% $26.68 $77,609 2,909
High Desert Museum $14.67 63% $26.48 $90.273 3,409
Las Vs Springs Preserve $7.62 13% $59.14 $136.876 2315
Living Desert $18.08 81% $27.96 $832,618 2,955
Wil Center - The Nanral History
Museum of the Adrondacks $19.42 40% $46.76 111,333 2,381
DDC Mid Range Attendance -
Baseting Planning Scenarlo $16.67 75% $22.20 $93,300 4.202
DDC Low Range Attendance
Operating Scenarlo $16.44 62% $26.40 $92,958 3,521
DDC Low Range Operations -
$3mm Budpet Scenario $16.28 66% $24.54 $57.722 398

I/ FTE = Full-Time Equivalent. Part.ume employees at 5% of full-ume empioyce and seasonal eraployees at 25% of full-Um: employce.
Source: Facilitics profiled and ConsullEcon, Inc.

Based on the results of the DDC operating scenarios and the comparisons with the operating
budgets of case study facilities, it can be seen that there are is an association between facility
scale and operations and attendance and revenues. Further, it is difficult to simply reduce
operating expenses without carefully planning revenue sources to meet the facility needs for
support, such as maintenance and utilities. Lastly, the operating budgets planned for the full
build-out of the facility are appropriate for the project as currently described. A smaller or less
robustly operated facility would have less revenue capacity due to lower operating budgets.
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Moreover, its requirements for non-earned revenues may not be commensurately lower, as
shown in the analysis above.

1t should be noted that the results of the $5-million Operating Budget Scenario are not
considered a likely outcome if the DDC is developed as described in the 2010 report. The
facility size and market potential would likely warrant a more robust operating model that would
not reduce operations to the extent characterized in the $5-million Operating Budget Scenario
and thus, the impact on aftendance and earned revenue would not be as pronounced. If future
operations were not to meet the potential established by the business plan, a somewhat higher
operating equilibrium is likely — higher attendance, higher revenues and larger operating budgets
than is shown in the $5-million Operating Budget Scenario.

Operating Reserves

The $5-million Operating Budget Scenario has been developed for analytical purposes to
demonstrate possible outcomes of operating on a constrained budget. If however, the DDC is
underfunded in its pre-opening and in its operating budgets from the outset, it would become
more likely that a lower level of operations would be perpetuated. Therefore, the $6.3 million in
capital reserves planned as part of the project’s initial capital cost is particularly important to
establishing a sound financial basis for the project that supports the development of a first-rate
reputation and competitive position in the marketplace. This operating reserve would be
available for any contingencies, as well as to provide funding should fundamental shifts in the
organization’s structure be necessary to reach a new equilibrium between revenue sources and
operating costs.
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Table VII1-1
Preliminary Attendance Potentisl 5 miltion Opereting Budget Scenario
Desert Dicovery Center

Draft For Discussion Purposes Only

Marke] Penctration Rates Visitation Range

Eatimeied 2064 Low Range Mid Range High Range | Percent 1o
Market Population Low High Anendnpee A dance  Afttcndance Total
Resident Aarket
Primary Market Area 260,200 15,612 19,214 20816 3,5%
Secondary Marke1 Area 1,165,260 43304 30,882 58.460 237%
Tertiary Marker Area 2.574,700 32,184 37,977 43,710 17.7%%
Toial Resident Mnrrket 5.000,100 1.82% 246% 91,100 107,071 123,045 49 8%
Estimated 2008 LowRange Mid Range High Range

Visitor (Tourist) Markel Tourist Market " Low High Acendance Artendnnce  Attendance
Seotisdale Overnight Visitors

Dorestic & [nrernational Qvermight

Hote! Visiors 23,660 28,006 12533 13.1%

Visiting Frends & Reltves (VFRs) 3,555 4148 4,740 1 9%

Overmight Visiors Siaying in Seasonal

Homes 1632 2.006 2,380 09%
Scotsidale Day-Trip Visttors

Domestic O vermght Day-Trippers to

Scousdale 41.370 48265 55,160 22.5%
International Overnight Visitors to
Metro Phoenix, Noi Staying In
Scottsdate 2.031.000 20310 25,388 30,465 11 8%
Total Viitor (Tourist) Market 10,482,000 0.836% 1.200% ©0,527 107,902 125,278 50.2%
Total Stabilized Artendance Poteotial Range 190 0%
Mid Range Arendance v
If Based on biest daw ivalable The s a masenable pptl o for fotune i Ry

2 The (ty of Scousdale dofings Uiis segrment a3 day vckars n is sonol ScollsdalePaadixe Valloy touds msindy. Day vistos are domeste ovemighl loutsis staying a
accommdations oulside of the Scowsdak/Pandise Valkey

¥ Imemational overnight v
# Rovnded Lo nearesl 1VE,
Source CorsubEcou Nn

ios b derved from e ocan. Canndian and Oveseas vEIDS 10 Aimna

Table VII-2
Five Year Anewlance Potential Partern 35 mullion Operating Budget Scentarie
Desert Discovery Center

STABLE
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
Percenmage of
Stabieed
Amendance 120% 105% 100% 100% 100.5%
Mid Range

Viizuen Porential

NOTE DDC s expecied 1o open in 2014 Therefore, Year | represents 2014

1/ Stabilznd astendance expected to occurin Year 3. This analysis assurres thar the full Bicility will be
open for Year 1 of operations.
Source: CoosuliEcon, Inc.

* Changes in the assumptions used in the $5 miliion operating Budget Scenario from those used in the August 2010
Desert Discovery Center — Business Plan are highlighted in blue shading, with differing results shaded in green.
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Appendix A (continued)

Table VIII-3
Seasonality of Atteodance 35 miflion Operating Budget Scenario
Desert Discovery Center

Low AttendancelScenario Mid-Range Attendance High Adendance Scenario
Total Tolal Toul

Seasomality  Attendance Seasonality  Antendance Seasonality  Atftendance
January 7% 12,712 T% 15.050 7% 17.381
Februry 9% 16,344 9% 19,350 9% 2347
March 11% 19.976 11% 23,650 1% 27,313
Aprl 13% 23.608 13% 27,950 13% 32,279
May 11% 19,976 11% 23,650 11% 27313
June 7% 12,712 % 15.050 1% 17,381
July 6% 10,896 6% 12.900 6% 14,898
Angust 6% 10,896 5% 12,900 6% 14,898
Sepiember 6% 10,896 6% 12,900 6% 14,898
October 8% 14,528 8% 17,200 8% 19,864
Movember 8% 14,528 8% 17.200 8% 19.864
December 8% 14,528 8% 17,204) 8% 19,864

Total ¥ 100% 182,000 100% 215,000 100% 248,000

1/ Rounded 10 nearest 1,000,
Source: Consulifegn, Ine,

Table VIIT
Facility Sizing Purameters §5 mxtlion Operating Budget Scemariv

Desert Dicovery Center

—
Mid- Range
Attendsnce
| Annual Visiation 21 8,000
Average Periodt During Facittty
Peak Periods Peak Months Rentals
Peak Month Anendance 27,950
Average Month Anendance 17.217
High Wezk at 28% of peak month 7.826 5,017
High Day Anendance at 18% of
high week 1,409 G603
(2 hr. stay - (2.5 br. stay - (2 br.atny - (2.3 hr. atay -
Length of Siny 30%) 5% J0%) 35%)
Peak m-house Population 423 493 2 316
Rouded [0 L a0 i 270 0
High Day Parking
Requirement 168 196 108 128
Potenial for Event Parking
Demand™' ¥ 200

I/ Eagy year sttendance may be BRcen percont higher or moro. Howovor, thid analysd uses 3 mor conscrvaliv e assumpuon of

10%% for (nancitd modeling purposes,

¥ Bascd on 95 pargent aulo usago during, penk daytimo poriods (bus usage s highar during the sheulder seson s from school grougs und lour geyups),
1.3 porsons per vehicle, Pluz 5% tumover requirement. Dogs nol melude rmployco, vohunteer end other ndoinis Lmivo vistoz parking, Thi & for DDC
enly. The parking will need 10 be considened m the coniex of Lhe Goleway uilhead use aad puking needn.

V Estimaled a1 one ear per bwo sttendecs 3t events of 300 people per event, phay 80 cury for colafers and servens, socurity, DDC stall, voblunteers cte,

& MosL major Gacdity nemals will be dunng evenings or ot the end of the day_ 36 they would sckiam averlap with the peak in-housc times of day which
tend 10 bo 10wm o 2pm. Farthe, i there were p need for & mid-day facility reniel, the pariing might bo scoomodated 1hmugh mtigrnon mesvnres such ns
emote pasking shuitkes etc. For tha viss maoray of evenus parking demod wcomodaied by parking s mlshle bocause the dessmad fiom hiom andior
DDC ancedess & lower 2 the 1me of the eveal

Source: Congultbron, fnc
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Appendix A (continued)

Table IX-1
Admissions Analysis in Curreot Dollars 85 méflion Operating Budger Scenario
Desert Discovery Center

Per Capita Ticket Revepue

Contribution Percent
% to Toml Anendance to Ticket Per  Contribution to
Artendance By Type Ticket Price Capita Ticket Per Capita
Adult 76,970 $15.00 $3.37 60.8%
Senior 35,475 $12.25 $2.02 22.9%
Youth (3-12) 33.325 $9.00 $1.40 15.8%
Studem Group 18,490 $6.00 $0.52 5.8%
Members 26,230 $0.00 $0.00 0.0%
Faciity Rertafs 15,265 $0.00 $0.00 0.0%
Free/Complimentary .245 $0.00 $0.00 0.0%
Less Discownts & Coupons @ 5% (30.47) -5.3%
Total 15,000 $8.84 100.0%
Memberships Estimates Estimated
Membership Percent to Numberof  Avg. Prig

Tvpes Total M e mbe rs hips By Typ

No. of Member Atlendances
Average Anmual Atlerndances Per Membershp
Est Total Memberships

Average Membershp Fee Donor 3.0%%
Spomsor 1.0%% $500
Mermbership Revenue Pamrcn 0.3% 16 31,000
100.0% 3,279  3100.10

Rounded:  $100.04

I/ Includes children aged 2 and under. comphmentary tickets, VIPs, special events & programs eic.

Source: ConsuliEcen. Inc.
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Appendix A (continued)

Table TX-3
Operations Analysis Assumptions In Current Dollars, Unless Nored 35 million Operating Budget Scenario
Desert Discovery Center

General Comments

Year Assumed Lo Open o Puble 2014

Indoor Gross Exhibit Square Foosage 34,200 (28,500 NSI)
Total Indocr Gross Square Footage 72,972

Total Exterior Square Footage 70,700

Mid-Range Attendance 215,000

Ammml Imflation Rate 2.0%

Personnel & Beoefis Anmaal Inflation Rate 2.5%

Armual Anendance Growth afler Year 4 0.5%

Admiission Fees and Revernue

Adult Ticker Price g)8.00

Per Capita Ticket Revenue | h1.%.2)

Coupons & Discounts as a % of Per Capita Ticket Rev. 5.0%

Ticket Price Increase % every other year 5.0%

Ratail

Retall Area Gross Square Foorge 2.4900 (2000 NSF}
Per Capit Retad Sakes £3.50

Outside Retail Sales as Pervent of Per Capita Retail Sajes 15%

Coast of Goods Soid as a % of Remil Saks 50%

Food Service

Vending and Rerail Shop Per Capita Food / Beverage Sales $0.75 Y

DDC Nei Proceeds fom Vending & Siore Food Sales 25.0%

Caf/Reswmrant [ndoor Gross Square Footage 3,120 Assumes 30 seats
Desert Dining Garden Quidoor Square Footage 2,000

Restavram Base Lease Rate Por SF 02014 Dollars 51750 $35.00 ¥
DDC Net Proceeds of Restauram Gross Sales 2.0% "

Family & Individual Memberships

Number of Family, Individual & Supportive Memberships 3,280 Suwble Year
Average Mcmboerslip Fee $100.00

Anmal Atendances Per Membership 8

Facility Rentaly and Receptions =r—

Major Rereals Per Year e 1)

Target Adendance m Smble Year [2.000 Avg 300 per avent
Average Net Revenue per Rental 55,400

Medium Remals Per Year T

Targer Aueodance m Stable Year 2,400 Avg 100 per evem
Average Net Revenue per Remtal 51.800

Minor Rereals Per Year {primariy Birthday Parties) il

Target Antemxdance n Stable Year 2,000 Avg 25 per evert
Average Net Reveme per Remial 8270

Othrer Revenue As 2 % of Earned Revenue 1% ¥

Operating Reserves

Qperating Reserve Assumption in 2014 $6,300,000 ¥

Anmal Growth Rate above Infiaton Rate 3%

Anmnl [merest 3%

NOTE: Assuncs DDC Program ol Areas doled June 16, 2010 by Swaback Pariners.

UV Lmited vending and bevemge / snacks available in gifl shop. Other fvod provided by café.

3 In 14 dollars. Three-yeariom increased al inflaron for 2od vemm

¥ Resuurant assumed 10 hold 4 liquor license. Résmuram gross fales cstimated based oo 38 per capna for DDC viskors,
plus $10averge spend from an agsumed 18.000 (S0 per day) annuzl onlside parons who are drawn Fom fom Lail uscrs
and fram drive-up cesloncrs,

&  Other revonues mchido revonue from progmnms, spechil events, swolker rentals, lockers end other sources,

5 1o 2014 dofars.
Source: ConsuhEcon. Inc. and Swaback Partrers
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Appendix A (continued)

Table IX-4
Earpned Revenue Potential $5 million Operating Budget Scenario
Desert Discovery Center

Year 2014 2015 2016 2017 2018
STABLE Sﬁﬁ:@:ﬁ Percent

YEAR | YEAR 2 YEAR 3 YEAR 4 YEAR § dollars) to Total
TOTAL ATTENDANCE 258,000 225,750 215,000 215,000 216,075 215,000
Per Capia Ticket Revenue $9.73 $9.49 $9.86 $9.86 $10.34 $8.84
REVENUE
Ope rational Revenue
Tickel Revenue $2511,604  $2143,011 $2,120,029 52,120,029 32234664 $1.899985  35.6%
Membership Revenue 376,300 356,160 364,080 364,080 386,100 $328,000 6.1%
Gross Retal 1,102,011 083,545 955444 974,553 999,014 865,375 16.2%
Food Service Net 51,336 45817 44 508 45398 46,538 40313 0.8%
Café/Restaurant Lease Revenue 167,779 158,072 156,675 163,865 165,080 94451 1.8%
Facility Rental 302,572 270,045 262,330 267576 272,928 237,600 4.4%
Other Revenue 45,116 39,567 39,031 39355 41,043 34,657 0.6%
Total Operational Revenuc 54,556,718 33,996,217 83,942,097 $3,974,856 84,145,367 $3,500,380 65.5%
Non-Operational Reve nue
Operating Reserves Interest $189,000 $192,606 $196,282 $200,027 $203,844 $i78.059 3.3%
v $1352,598  $2031458  $2206309 $2296698 §2251801 | | $1,663306 31.1%
TOTAL REVENUE $6.098,316 $6,220,282 56,344,688 356,471,581 36,601,013 | | 35,341,785 100.0%
Operating Reserves Growth $6300,000 $6,420217 86342727 36667575  $6,794,806 $5.936,631

NOTE DDCis expecled 10 open m 2014. Therefore, Year | represents the inflated 2014 dolar value.

I/ Represents potential revenue from grants, gifis, corporate sponsorships, fundraising events, endowmeni proceeds and other relevant sources.

See discussion in tex.
Source: ConsultEcon, Inc.
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Table [X-5
Ilustrative Personnel Posltioms and Salnrles 85 million Operating Budyel Scenario
Desert Discovery Center

Part-Time Number Number el
Searomal (Peak  of Full Numberof  Peak
Seron) Time Part Time Seasan Total Salary
Posltion Salarles Positions  Positions  Positions Budget
Adminlstration
Exccunive Direcior 1
Bugineas Manager / CFO !
Pergame) Manager
Account Manager / Bookkeeper 1
Recopronsy Admmnistrative Asst

Marketlog, Development, Membership and Facllity Renrals
Marketmg Manager

| Markeimg Coordmator/Adminiswrative Asst

Development Manager

Gram Writer / Development Data Coordinator

Membership Manager

Membershp Coordmaror

Markeing & MembershipAdmmmsiranve Asst.

Everts Coordmator

Facilty Remals Coordinators

Visitor Services nnd Education Programs

Manager of Educaton Programs and Schooi Groups

Edutation erd Pubbc Program Manager

Educalors .

Visitor Services Manager and Treining {Vuitor

Assstanist & Volurieers)

Visttor Asssiants

Visior Assigtams (Peak Season)
Retail & Admissions

Museum Swere Manager / Buyer

Assistant Siore Manager

Adrmussions M anager

Group Sales Reservanomsst / Membership Sales

Cashirs - Admissions/Retail

Cashiers - Admissons/Reail {Peak Season)
Exhibirs

Multimedia Program & Exhibit Manager

IT ¢ Mutimedia Technician / Web Sie

Chasyry Exhibit Gallery Coordinator

Extuba Techneean

Plant Operntions, Living Specimen Fus bandry
Facilty Mamger / Engineer
Assstam Focility Manager / Engincer
Biologial
Horicuuns
Biologsts / Horuculrunsts (lmerns)
Smff Techruewn f HYAC / Life Suppon Systenm
Custodians
Groundskecpers
Lead Security Guard
Security Guasds

[

-

Total
Fringe & Benefits @ Average of 28% of Total Salaries
Total Salaries & Benefits Budgsi

Total Full Time Equivalent Positiom (FTE'S)

NOTES: Pan Time Employees Calculated 1 30% FTE. seetonal worken o 258% FTE Volunicers would scrve to supplenxns some positons such as Visdor Asaistanis
Veior Assotants and Cashiors paid positions be suppleawnted by Yolunlesns
Seurce: ConsublBeon, lne,
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Table IX-6

Draft For Discussion Purposes Only

Tlustrative Annual Operating Expenses §5 million Operating Budget Scenario
Desert Discovery Center

Project Parameters

Indoor Square Footage 72,972

Exteror Square Footage 70,700

Anmual Attendance 215,000

Students m Groups 18,490 Percent

Enployees (FTEs) 54.00 See Personnel Sehedule  to Total

Detailed Budgetary Analysis Annual Amount Expense Factors v

Salaries (FTE, PTE) 2,521 See Persomel Schedue  36.8%

Fringe / Benefits (@ 28% of Sal) See Persommel Schedule 10.3%

Budgeted ar $15/hour for

Allowance for [nterns & Seasonal Personnel .1,000 howrs 0.3%

Uniforms . @ $100 Per F1E 0.1%

ProfessionalContract Services £189.000 @ 3.6%

Voice/Dala/Web Presence L 364,800 @ i 1.2%

Postage & Shipping $18.900 @ $350 PerFTE 0.4%

Equipment Rental/ Lease $24300 @ $450 Per FTE 0.5%

Travet, Meeting and Fntertainment $32,400 @ $600 Per FTE 0.6%

Dres and Subscriptions $15,500 @ $250 Per FTE 0.3%

Retail Cost of Goods Sold (COGS) $432,688 @ 50% O Gross Retail Sales 8.2%

Advertising $451,500 @ | & Per Atlendee 8.6%

Printing/Copying & Publications $64,500 @ 3030 Per Atendee 1.2%

Educationat Kis $55.470 @ $3.00 Per Student 1.1%

Events & Prograns 8160, Budgeted 3.0%

Changing Exhibits Budgeted 3.0%

Extubit Remvestment |Per Atlendee 2.9%
* Exhibit Supplies Budgeted 0.4%

Exhbit Replacement i Budgeted 0.2%

Supplies & Materiaks @ ISR per FTE 2.0%

Uttilties 5218916 @  $3.00 Per Inerior SF 4.1%

Insurance $87,566 (@ | SE20Y Per lnerior SF 1.7%

Repairs & Maintenance $102,161 @ | || Per Interior SF 1.9%

Grounds keepig/Landscaping Supplies & i |

Replacement $60.000 @ 1.1%

Parking Maintenance S11,880 02%

Other Operating Expenses / Contingency $81.000 @ 1.5%

Subtotal Ope rating Expenses $5,025,906 952%

$2,106,793
Capital Reserves 3251295 @ 5% of Op. Expenses 4.8%
$691,721

Total Operating Costs $5.277202 100.0%

Operating Analysis

Operating Expensc Per SF 7232

Operating Expense Per Visitor $24.55

Attendees Per FTE 3,981

Op. Exp Per FTE $97,726

Square Feet Per FTE 1,351

I/ Factors are based on imdustry standacds. the specific anributes of the praject and local conditions.

2/ Source: Ten Eyck Landscape Architects, Inc.

Source: ConsultEeon. Inc.
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Appendix A (continued)

Table IX-7

Draft For Discussion Purposes Only

Projecied Operating Expenses $5 million Operating Budget Scenario

Desert Discovery Cenler

Year 2014 2015 2016 2017 2018 | Stable ¥r

STABLE (i current  Pervent to
Operating Expenses YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR § dollars) Total
Salanes (FTE, PTE) 82,051,882 82,144,179  $2,197,78)  $2252.718  $2.309046 51,942,520 36.8%
Fringe / Benefits (@ 28% of Sal)} £585. 127 5600,370 5615379 $£630.764 $646,533 $543 906 10.3%
Allowance for imerns & Seasoral Personnel 816,153 516,557 516,971 $17,395 £17.830 $15,000 0.3%
Uniforms 85,731 £5,874 $6,021 56,171 56,325 $5,400 0.1%
ProfessionalConract Services $200.568 $204,580 $208,671 £212.845 $217.102 $18%,000 J.6%
Yoice/Data/Web Presence $68,766 $70,142 $71.544 §72.975 374,435 564,800 1.2%
Postage & Shippmg $20,057 $20,458 520.867 5$21.284 $21.710 518,900 0.4%
Equipment Remal Lease $25,787 §26.303 $26,829 527366 $27913 $24,300 0.5%
Travel Meeting and Entertammens 534,333 835,071 835,172 $36.488 $37.217 $32,400 0.6%
Dues and Subscriptions 514,326 514,613 514,905 $15.203 £15,507 $13.500 0.3%
Retad Cost of Goods Sold {COGS) $551.006 $491,773 5477722 5487276 $499.507 $432.688 8.2%
Advermsmg 574962 $513.154 $498,492 £508.462 $321.225 S451.500 8.6%
Printing/Copying & Publications $82.137 $73,308 $71.213 $72.657 $74.46) $64,500 1.2%
Educanonal K is 557496 £59.379 $61,243 §62.468 $64,036 $55470 1. 1%
Everts & Progmms 5$169,793 $173,189 S$176,653 £130,186 $183,750 $160.000 3.0%
Changng Exhibits / Curatoral $169,793 $173.189 5176653 $180,186 5183750 $160,000 3.0%
Exhiba Remvestment £159,712 $162,906 S166.164 $169,487 S172.877 $150,500 2.9%
Exhibit Suppbes 521,224 $21,649 $22,082 $22,523 522,974 520,000 04%
Exhibit Rephcemen $12,734 512,989 £13,24% 513,514 $13,784 $12,000 0.2%
Supplics & Materiaks 5114610 516,503 $119,241 $121,626 5124,058 $108,000 2.0%
Utlities 5232315 $236 962 $241,701 $246.535 $251,466 $218.216 4.1%
[nsurance £92.926 594,785 $96,680 $98.614 $100,586 $87.566 1.7%
Reparrs & Mainenance $108.414 $110,582 £112,794 5$115,050 117,351 $102,161 1.9%
Groundsket pingfl.andscapmg Supplies &
Replrement §63.672 $64,946 $66.245 $67.570 568,921 560,000 1.1%
Parking Mamtenance 512,607 £]2,859 S13,116 S13.37% 13,646 §11.880
Other Operating Expenses / Contingency $85,958 $87.677 $8%.43) $91.219 $93,G44 581,000 1.5%
Miscelhncous 167,182 £83.166 50 S0 50 50 0.0%
Total Operating Expenses $5,739,925  §5854,724  $5971,818  $6,091,255 $6.213,080 $5,025,906 95.2%
Capital Reserves ¥ $286,956 §292,736 §268,591 $304,563 $310,654 $251,295 4.8%
Toual Operating Costs $6,026,921  $6,147,460 $6,270.409 $51395,817  $6,523,734 15,277,202 100.0%

1/ To accommodale higher anendance levels after opening in Years | and 2 and unforeseen eacly year vxpenditures, the opemiing expenses hinve been increased by 356 and 1.5%,

redpectivoly, m additen to inflation,

2 Capital Roserves include funds for equipmeni replacements and minor bwilding repausfimprovemen|s.

Source ConsuhEcon, lnc
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Table IX-8
Net Income Summary $5 million Operating Budget Scenario
Desert Discovery Center

Stabilize d 2014 2015 2016 2017 2018
Attendance STABLE
Levels YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5

Revenues
Openmational Revenues $3,500,380 | $4,556,718  §$3,996,217 §3,942,097 $3974,856 $4,145367

Non-Operational Revenues
Operating Reserves Interest  $178,099 $18%,000 $192,606 $196,282 $200,027 $203,844
Other Non-Operational

Revenues ~ $1,598,723 | $1,281,204  §1,958,636  §2,132,030 $2,220,934  §$2,174,522
$5277,202 | $6,026921  $6.147,460 $6,270,409  $6,395,817  $6,523,734

Expenses

Operating Costs £5,025,906 | $5739,925 $5,854,724 $5971,818 $6,091,255  $6,213,080

Capital Reserves $251,295 | $286.996  $292,736¢  $298,591 $304,563  $310,654
$5,277,202 | $6,026,921  $6,147,460 96,270,409  $6,395,817  $6,523,734

Net Revenue 50 30 $0 $0 50 $0

I/ Revenue and expense in current doliars.
%/ Estimates of Non-Operational Revenue Potential have been limited to the exenl required. Higheramounts would be sought.
Source. ConsuitEcon, [nc.
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ITEM 20

RESOLUTION NO. 8998

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SCOTTSDALE,
MARICOPA COUNTY, ARIZONA, ACCEPTING THE RECOMMENDATIONS
AND WORK PROGRAM OF THE DESERT DISCOVERY CENTER (“DDC”)
PHASE Il FEASIBILITY COMMITTEE, CONTINUING THE DDC PHASE I
FEASIBILITY COMMITTEE IN EXISTENCE AND AUTHORIZING A
TRANSFER OF UP TO $60,000 FROM THE NON-DESTINATION MARKETING
PORTION OF BED TAX TO THE DESERT DISCOVERY CENTER CIP
PROJECT

WHEREAS, on December 13, 2010, the City Council adopted Resolution No. 8540
establishing the Desert Discovery Center (‘DDC") Phase Il Feasibility Committee and
subsequently selected five committee members; and

WHEREAS, the DDC Phase |l Feasibility Committee met 17 times between May 2011 and
February 2012 and produced a set of recommendations and a work program in support of the
Desert Discovery Center Project; and

NOW, THEREFORE, LET IT BE RESOLVED, by the City Council of the City of Scottsdale,
Maricopa County, Arizona, as follows:

Section 1. The City Council accepts and approves the Desert Discovery Center Phase
I Feasibility Committee recommendations and work program.

Section 2. The City Council authorizes the transfer of an amount not to exceed $60,000
from the non-destination marketing portion of bed tax revenues to the capital improvement
program and authorizes a capital contingency transfer to the CIP Project titled Desert Discovery
Center Phase Il

Section 3. Continue the existence of the Desert Discovery Center Phase Il Feasibility
Committee until the operator for the Desert Discovery Center is selected, after which it shall
dissolve without further action unless otherwise directed by the City Council.

PASSED AND ADOPTED by the Council of the City of Scottsdale, Maricopa County,

Arizona, this day of , 2012,
ATTEST: CITY OF SCOTTSDALE, an Arizona
municipal corporation
By: By:
Carolyn Jagger W. J. “Jim” Lane
City Clerk Mayor

APPROVED AS TO FORM:
OFFICE OF THE CITY ATTORNEY

o Ol

Brdce Washburn, City Attorney
By: Joe Padilla, Senior Assistant City Attorney

9568142v1 Resolution No. 8998
Page 1 of 1




