Summary of Valka – Valga ice-hockey hall
Valka and Valga cities border each other, but are located in two different countries - Latvia and Estonia respectively. Since 2008, when the Schengen Agreement entered into force, free travel and movement possibility was ensured to the citizens of both countries. Thus broader cooperation and joint activities, including sports, were made available to the inhabitants of Valka and Valga. Since then numerous sports events have been organized in the two cities, and these have been attended by both - the inhabitants of the cities and the inhabitants of the wider region.
According to the Law on administrative territories and settlements (in Latvian: Administratīvo teritoriju un apdzīvoto vietu likums) since 1st July, 2009 Valka city administrative territory was expanded to form a larger unit – Valka municipality (besides Valka city, including also Ergeme, Karki, Valka, Vijciems and Zvartava rural municipalities). 
With each year the number of inhabitants in Valga city and Valka municipality is decreasing, and thus the population density as well. Unemployment, referring to the economic downturn in the country, is increasing, which adversely affects the purchasing power of the inhabitants. There is the tendency that the number of pre- and school-age children (children and students) is decreasing, placing the institutions (incl. the Ice-hockey hall) with this potential target audience at risk – these will have to cut down the offered services.
In order to make the construction and maintenance of an ice-hockey hall feasible, these should be built in urban territories with the population varying between 20’000 and 50’000 (the total population of Valka, Valga and nearest region is appropriate). The population density in 12 km radius should amount to 150 inhabitants/ km2 (the total population density of Valka, Valga and nearest region is not appropriate).
The amount of liabilities of Valka municipality expressed in percentage of the municipality budget (excluding governmental grants and contributions in the PFIF
) was 6,05 % in 2009. The amount of liabilities tends to decrease with each year, thus allowing the municipality to bond other credit liabilities to finance priority infrastructure development projects.
In both cities there is a developed sports infrastructure for track-and-field, football, basketball, volleyball and other traditional sports disciplines. In most cases these are the cities’ stadiums and school sports halls. In Valka and Valga various locations have been created for the children, youth and adults to spend their free time doing sports. Sports infrastructure, which is not located indoors, is mainly for summer sports disciplines, while the infrastructure for winter sports is limited.

Both in Valka municipality and Valga city ice-hockey teams are created and they have their trainings in winter, outdoors, since they don’t have appropriate indoors facilities.  Winter disciplines are of interest not only for the ice-hockey team members, but also of other inhabitants. 
Although in Valka, Valga and the nearest vicinity it is possible to accommodate 40 – 50 persons, it is not possible to accommodate 40 persons in single rooms at a time in one accommodation site, which is crucial to organize joint ice-hockey training camps. 
Ice-hockey hall, which is located next closest to Valka, is the Vidzeme Olympic Centre in Valmiera. There are ice-hockey halls also in Ogre (Vidzeme Ice-hockey hall), Aizkraukle, Jelgava, Daugavpils, Tukums, Riga and in other cities in Latvia. The next closest ice-hockey halls in Estonia are located in Viljandi and Tartu, approximately 85 km away from Valga. 

Ice-hockey halls are not limited to ice-hockey and figure-skating, these often become the social centre of a municipality, where various activities and events are held. Besides ice-related activities, the halls can be adapted to other sports disciplines (basketball, floorball, handball, football, etc.), expositions, seminars and various culture events (concerts, theatres, etc.) as well.
In the elaboration of the Study, the technical parameters and dimensions of the potential Valka – Valga Ice-hockey hall (excluding the ice rink size and the hotel), have been based on Tukums Ice-hockey hall size and according to the standards set by the International Ice Hockey Federation.
According to the Terms of Reference, three potential location sites were analysed in the feasibility study. These sites were identified by the work group of the joint Valka - Valga project “Increasing attractiveness of Valga – Valka”:
1. South side of Valka elementary school, 5 Ausekla Street;

2. North side of Valka elementary school, 5 Ausekla Street;
3. Eastern outbuilding of the supermarket, 54 Ausekla Street.

To carry out the analysis of the identified location sites and determine the best option, the following criteria were applied:

1. Location – access to premises, urban environment quality, etc.;

2. Current situation of the land plot – address, property rights, total area of the land plot, build-up areas of the current buildings, etc.;

3. Restrictions set in the Construction regulations – compliance of the construction with Valka city territory usage and construction regulations and with the Valka city spatial plan 2003 – 2015; 
4. Available public utilities – electric power supply, water supply, sewerage, heat supply, telecommunications;

5. Necessary investments – necessary investments to prepare each of the land plots for the ice-hockey hall construction. 
Referring to the current situation analysis and the initial assessment of all alternatives, Option 2 was recommended – location of the potential Ice-hockey hall at north side of Valka elementary school, 5 Ausekla Street. This alternative was assessed in depth in the section of financial and economical analysis. 
The following Project implementation models were analysed within the Study:

· Conventional procurement;

· Public Private Partnership (PPP).

Calculations were made for three various project implementation terms – 10, 20 and 30 years.

Comparing the financial and economical results of the Project, it was concluded that the most feasible model is the PPP with a concession of 30 years.
According to the Sensitivity test results, changes in ice rink occupation have the largest impact on Project financial flows, therefore it is essential to set how many hours daily the ice rink will be occupied and what will the fee for using the ice rink be. 
During the course of the elaboration of the Study, several other location sites in Valka were identified as suitable for the potential ice-hockey hall and these would have to be assessed additionally – 9 Ausekla Street, 21 Rujienas Street and 16 Vienibas Gatve.
Key conclusions on the Valka – Valga Ice-hockey hall construction and maintenance:

· Project net cash flow and the Net Present Value (NPV) is negative in all Project implementation cases;
· At negative cash flow it is impossible to calculate the internal rate of return (IRR);
· Project finance analysis indicated that PPP is the most feasible implementation model;

· The alternative assessment indicated that the PPP project implementation model with a period of 30 years is the best option to be planned;
· The NPV of the PPP model (30 years) is Ls – 5 589 114;

· Project sensitivity test analysed three variables – ice rink occupancy, loan rates and maintenance cost changes. The changes in ice rink occupation have the largest impact on Project financial return;
· Comparison of the Net Present Values of the Project (for the 30 years’ period) shows positive value for money (VFM = Ls 2 932 688), proving that the PPP project implementation is more beneficial than the conventional procurement;
· The main identified risk in Project implementation is the revenue (cash flow) risk, since with the planned ice rink occupation (32 % or 8 hours daily) the necessary grant from the municipality would amount to Ls 418 704 in the 1st year of operation. The necessary public sector grant is composed from the total cash flow of the 1st year of operation (Ls 338 227) and municipal ice-hockey programme sum (Ls 80 477).
Recommendations for further Project development:

· Prior to draft design elaboration other potential ice-hockey hall location sites should be assessed, e.g., 9 Ausekla Street, 21 Rujienas Street and 16 Vienibas Gatve;
· In the ice-hockey hall design stage one can take the potential extension possibilities of the premises in future into account, i.e., to leave space for an additional ice rink or an extension of the stand for spectators, for example;

· For further Project implementation it is necessary to elaborate PPP procurement documentation – tender regulations and draft PPP Agreement according to the Law on Public Private Partnerships;

· Although financially the most feasible option is a PPP of 30 years concession, taking the rise in price of the Project in the long-term, the Consultant  recommends to choose the PPP model of 20 years concession; 
· To increase the revenues, besides the basic service (ice-hockey and skating) other services should be offered as well – cafes, gyms, fitness halls, saunas, shops, facilities for children (day care, while the adults are away) etc.
� Note: PFIF – abbreviation from the Latvian: Municipal finance resources equalization system





