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October 20, 2006

To: The Board of Governors of Exhibition Place
From: Dianne Young
General Manager & CEO
Subject: Variance Report — Period Ending September 30, 2006
Purpose:
‘This réport is being éubmitted for the consideration of the Board of Governors.

Financial Implications and Impact Statement:

The variance to September 30, 2006 is showing a negative variance of $502,034 which reflects
for the first time a negative variance from budget for the CNEA Program of $1,022,725. Cost
reduction measures are being instituted across all program areas to try to address this variance.

Recommendation:

It is recommended that:
1) This report be received for information; and

2) Staff be requested to report to the next meeting of the Board on December 15, 2006
with an update on the year-end outlook.

Background: ‘

In accordance with the Financial Management By-law No. 2-99 consolidated variance analysis
reports are prepared three times each year for presentation to the Board of Governors.

Comments:

This report, together with the appended consolidatcd' variance analyses (Schedules 1-7) for the
nine-month period ending September 30, 2006, is the third and last of the three reports that are
submitted to the Board during 2006.

" The year 2006 variance process will require staff responsible for the management of activities
and related budget funding to report to the General Manager on a monthly basis for any
variances in excess of 5 % during the last quarter of the year.
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Consolidated Position for All Programs

The consolidated financial position of Exhibition Place for the period ending September 30, 2006
reflects an unfavourable variance of $555,012 as indicated on Schedule 1. This variance reflects
the combined activitics of the Direct Energy Centre Program, Exhibition Place Program and the

. CNEA Program. ' '

The Direct Energy Centre Program

The operating results for the period ending September 30, 2006, reflect a favourable variance of
$108,214. '

Rental and Electrical income is unfavourable to budget by $147,302 due to timing of new
business. Food and Beverage concessions are unfavourable to budget by $74,320 as the budget
for corporate events has not been achieved and staff has reviewed this shortfall with Centerplate;
however, it will be difficult to totally make up this shortfall. :

Telecommunications, which encompasses selling telephone, computer and internet services to
show clients, is exceeding the budget by $22,000 due to higher demand for internet services from
shows and reselling of phone services to Ricoh Coliseum and the new Soccer Stadium.

Expenses such as Cleaning and other Show Services are higher than the budget projection
(40.97%) but this is a positive indicator for the Direct Energy Centre as these services are sold to
clients and is offset by the higher revenue generation from Third Party Billings as seen on
Schedule 2.

Direct and indirect operating costs are favourable to budget by $137,460 as a result of savings
from staff vacancy in the Finance area and the timing of expenditures in the Sales and Marketing
Department.

The Direct Energy Centre is looking forward to a number of important events in the months
ahead such as the Royal Agricultural Winter Fair, One of a Kind Xmas show, Print World and
the expectation s that the annual budget target for net income will be achicved.

Exhibition Place Program

The Exhibition Place program has a nine-month resulis that are indicating a favourable budget
“variance of $359,498. '

Parking revenues are tracking below the budget target on a year to date basis, but as can seen on
Schedule 4, there was a positive variance to budget of $106,000 for the month of September.
This was caused by greater parking revenues than expected from the IDEX event, from a movie
shoot, and spillover parking revenue from the Chinese Lantern Festival at Ontario Place.
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~ To compensate for the anticipated year end shortfall in parking income. aggressive cost control
measures have been implemented broadly across the Exhibition Place program and the following
expenditure savings to September 30, 2006 can be seen in Schedule 5:

Administrative Savings — in Total $ 162,045
Operational Savings —in Total - $ 602,356

There are two other areas that are showing significant positive financial results. The accounting
revenue category is showing a positive budget variance of $144,632 mainly caused by higher
than anficipated revenue for overhead recovery. from Direct Energy Centre events and Ricoh
Coliseumn events. Additionally the utilities account is showing a year to date budget

underexpenditure of $121,435 (Schedule 5). This is largely caused by natural gas savings from a

relatively mild winter and also provincial rebates received through our electrical supply contract.
In terms of negative variances, there are two areas that should be commented on.

Firstly, rental and services revenue are showing a year to date negative budget variance of
$112,459. This negative budget variance will probably persist to some degree to year end and is
reflective of the fact that electrical show services revenue for the Direct Energy Centre events is
lower than forecast. (The Exhibition Place program receives 50% of the gross electrical revenue
from DEC events). Also the sale of skilled trade services to the two new permanent tenants has
been lower than had been anticipated.

The second area which is showing a significant budget variance is Sales Revenue which on a
year to date basis is $130,922 below anticipated budget. The main driver for this budget variance
is that when this budget was developed in the fall of 2005 it was expected that the LCBO annual
meeting would be held at Exhibition Place and that Aerophile tethered balloon attraction would
return to the grounds in 2007. Neither one of these two budget plans occurred.

Tt is expected that the budget savings noted above will be able to offset at year end the
anticipated shortfall from parking revenues and sales.

Canadian National Exhibition Association

The operating results for the period ending September 30, 2006 reflect an unfavourable variance
of $1,022,725. Revenue performance for the 2006 CNE was affected by the poor weather
especially on the Labour day weekend. Admission and concession revenues (inciuding rides)
were particularly reduced by this factor.

Because of the difficulties with the revenues, diligent efforts are being undertaken to reduce
expenditures to the extent possible. At the present time the expenditures to date (3rd quarter) are
under the budget forecast by approximately $269,000. It is still early to know with certainty all
of the CNE related expenditures but there should be some additional savings in several areas
from items such as work-order charges and the payment to Ontario Place (for the sharing of
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admission revenuc). Also there was an unexpected rebate for Hydro power this year and that
resulted in a saving for utilities.

'As happens every year, there are a number of steps that have to be taken before the final results
of the 2006 CNE arc known. Settlements with Ontario Place, GO Transit and the North
American Midway Entertainment (NAME) need to be concluded. Other areas where additional
information is needed include advance and group sales revenues and the costs of services
provided by external parties and on internal work orders.

Once all of these factors have been finalized a more accurate estimate of the final position for the
2006 CNE can be produced. ‘

Conclusion:

This report provides the variance analysis for the first nine months of 2006 for the Direct Energy
Centre Program, the Exhibition Place Program and the CNEA Program.

Contact:
Paul Egli, Director of Finance
Telephone: 416 263-3612

Fax: 416 263-3690
e-mail: PE gli@'Exnl.ace.on.ca
Sobmitted by:
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