
 

Report by Ian Berdusco on KED with links.  Mr. Berdusco is a mining engineer and holds an MBA 
specializing in Finance.  This is an expanded version of a letter with appeared in the Sudbury Star on 
January 12th.   

I want to raise awareness about a development at the Kingsway Entertainment District that didn’t 
receive the attention it deserves. In November, the Minnow Lake Restoration Group published a press 
release claiming that there was a mistake in the taxation calculations in the KED’s business case. I looked 
into the MLRG’s claims and believe them to be reasonable. The consequence of this mistake means that 
in addition to the hotel and casino, the KED will need a substantial amount of commercial businesses in 
the district (the equivalent of ten Costcos) to meet the financials presented in the business case.  

There is a belief in the community that the new arena is going to pay for itself. It would seem that this 
myth originated from the developer claiming that the arena could be built on the Kingsway at no cost to 
the taxpayers, a sentiment that was echoed by Ward 5 Councillor Robert Kirwan. 

The mistake exists in how taxes were calculated in the approved business case. The business case 
assumes that in addition to the arena there would be $160 million worth of construction at the KED, 
comprised of the casino, the hotel, and other unconfirmed commercial buildings. The business case then 
used this construction value to estimate the tax revenues of the district. The problem is taxes are 
calculated based off of assessed values. According to MPAC – the organization responsible for setting 
assessed values – the assessed values of hotels and casinos are typically related the amount of income 
the property generates, and not what the construction value is. It’s a small detail, but an important one, 
because it means the hotel and casino will likely contribute a small portion of the $4 million in property 
taxes that the business case projected.  

The city could confidently forecast how much property tax the hotel and casino will pay by having MPAC 
complete an assessment prior to construction. It doesn’t appear this has been done yet. In the absence 
of this assessment, I completed a benchmarking exercise for how much property tax is paid by the 
existing casino and hotels in Sudbury. According to the city’s tax tool, the hotel that pays the most 
property taxes is the Mariott Towne Place Suites, at approximately $330,000 per year. The casino pays 
around $61,000 per year. Even in an optimistic scenario where the new hotel and casino pay double the 
amount of property taxes, it would still make up less than a quarter of the $4 million in property taxes 
presented in the business case. 

The remainder would have to be made up with yet-to-be announced commercial properties, so I set out 
to figure out what scale of commercial investment would be needed. Even in the optimistic scenario 
presented above, the KED would require the equivalent of ten new businesses the size of Costco in 
addition to the hotel and casino to meet the business case. It is an unrealistic assumption that this will 
be in place by time the arena opens. 

All of the values that I have presented above are from the city’s sources, so there shouldn’t be any 
dispute about the validity of the figures. 

While I am discussing the finances of the KED, I will point out that the financial information presented in 
the approved business case is incomplete. It was missing other sources of revenue, such as gaming 



revenue. It was also missing other expenses, such as mortgage costs. Typically, all of the revenues and 
costs of a project are combined into a single document called a cashflow model. 

What I find interesting is that a cashflow model has never been published. It’s highly unusual for a 
capital project of this magnitude to be approved without a cashflow model. In fact, I’ve been involved in 
the evaluation of over $10 billion in capital projects in my career and cannot recall a project of this 
magnitude being approved without one. In light of this, I compiled public information and comparable 
pricing into a preliminary cashflow model myself. My cashflow model shows that the city will lose $60 
million at the KED during the first ten years of the district’s existence, with no end in sight for those 
losses. 

Normally when I prepare a cashflow model I like to get some feedback, so I contacted council twice 
explaining my findings and asking for any corrections. I did not receive any corrections to my model. 
Unsatisfied with this, I completed something called a sensitivity analysis that suggested that even if my 
numbers were 40% off, the district would still lose tens of millions of dollars in the first decade. 

I’m left to conclude there is no possible way the KED under its current scope has a viable business case. 
Rather than paying for itself, this venture will cost taxpayers a significant amount of money for years to 
come. It remains to be seen to what degree this deficit will be addressed with additional tax increases 
and service cuts above and beyond what we have seen in recent years. 

In closing, I would like to thank the MLRG for bringing attention to this mistake. It’s easy to characterize 
groups like the MLRG as being a small group of people who cause cost increases with their delays. In 
reality, concerned citizen groups play a crucial role in democracy by bringing awareness to issues like 
this taxation mistake.  

 


