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Christopher Keller Final Semester-Long Group Project: Providence Triple A Stadium Northeastern University



Keller  2   Proposal The ownership of the Boston Red Sox is planning to build an $85 million, 10,000-seat multipurpose stadium in downtown Providence to house the Triple-A team, the Pawtucket Red Sox. The park, which would sit on the bank of the Providence River, would include a 750-car parking garage, and a river walk area outside of the stadium. The opportunity for a new state-of-the-art stadium now exists in Providence, Rhode Island, right on the bank of the Providence River. The stadium will be modern and efficient, occupy a smaller footprint than the existing stadium, and create new opportunities and experiences for the people of Providence and the economy. We have selected the site that works financially for all parties involved, especially the taxpayers. The Rhode Island Red Sox Stadium gives the city an opportunity to create an iconic place, showcasing a restored piece of Providence along with a new walking area and parking garage that exemplifies smart urban planning and design. This ballpark addresses the concerns of the Red Sox organization, reflects the dynamics of Providence, and the financial planning will be beneficial to all parties including the team, the city, and the taxpayers. We believe that Providence is ready to welcome a new, multi-use stadium where the Paw Sox can continue to thrive, and the residents of Rhode Island can enjoy a range of entertainment and events that our new stadium will provide.



Rationale For A New Stadium & Location After the acquisition of the team in early 2015, the organization feels that the fans of the Pawtucket Red Sox deserve a new stadium. McCoy Stadium, the horrent home of the ball club has been open since 1940, and has not been renovated since 1998. We feel that instead of putting



Keller  3   another “Band-Aid” to upgrade the field is not in the best interest of the organization in the long term. Therefore, we would like to build a new ballpark six miles south into Providence, Rhode Island. Currently, McCoy Stadium, which was built in 1942, can hold 10,031 spectators. Despite the profound success of the Pawtucket Red Sox, over the past ten years, attendance has gone down 25% from 688,421 to 515,665 in 2015. Two years ago, the franchise was valued a $19 million, with annual revenue of $8 million and operating income of about $800,000 according to Forbes magazine. We believe the new stadium will not only bring more fans to the games, but costs will be cut with more modern and efficient technology, that cannot be utilized at McCoy Stadium. If the city of Providence is willing to work out a deal on the land, the stadium could come at little cost to the taxpayers. The stadium would also reenergize the city of Providence and the surrounding areas of the stadium. Market Research In order to evaluate whether or not it was feasible to host a minor league baseball team in Providence, the ownership group reviewed potential sites, hosted public forums, met with project stakeholders, analyzed the local demographic, analyzed the industry trends, surveyed area residents and companies, as well as projections. The following are key market research findings: •



Minor league baseball attendance in Pawtucket, Rhode Island in the 2014 season averaged about 7,367 (73% capacity) in an area 8.74 square miles, housing 71,172 people. The new location in Providence, Rhode Island is 20.6 square miles, housing 177,994 people. The new location will be more accessible to residents and tourists, especially on the location right of off Interstate 95.



Keller  4   •



Despite having the oldest Triple-A ballpark in the league, the Pawtucket Red Sox has topped over 500,000 in attendance for 16 straight years (Top 5), and in 2014 accounted for 50.5% of the total attendance of the three Boston Area Teams (Pawtucket RI, Manchester, MA, and Lowell, MA).



•



Key Statistics From Triple A Minor League Baseball Teams o The average seating capacity at a Triple-A ballpark is 10,790. The ballparks range from 7,429 to 18,025. o The aver attendance at a Triple-A ballpark in the International League is 7,269. Attendance ranged from 3,743 to 9,686 in 2014. o Public funding participation for comparable ballparks averaged 51 percent of the totals costs while the remaining 49 percent of funding was derived from various private sources. In comparison, the overall minor league baseball average ballpark funding was 59 percent public and 41 percent private funding. o Generally, most Triple-A organizations retain all or a large majority of revenue generated by the ballpark and pays all or the majority of the ballpark operating expenses. In some cases, the public was responsible for paying utilities and contributing to a ballpark capital reserve fund. o Comparable ballparks hosted an average of 153 events each year including minor league baseball, amateur baseball, concerts, graduations, religious events and other events.



Keller  5   Market Competition Analysis After an assessment of the market competition of professional baseball, the organization has determined that Providence, Rhode Island would be an ideal destination for a brand new stadium. The demographics of competitive stadiums are as follows: •



The only Triple-A organization in the Northeast is the Pawtucket Red Sox (which would be moved to Providence, Rhode Island). The two closest organizations are from Scranton, Pennsylvania (280 miles) and Syracuse, New York (306 miles).



•



The only Double-A organizations in the Northeast are located in New Britain, Connecticut (106 miles), Manchester, New Hampshire, (101 miles) and Portland, Maine (163 miles).



•



The only Major League Organization in the Northeast is the Boston Red Sox, located 51 miles from Providence, Rhode Island.



•



The only outdoor concert venues in the area are the Xfinity Center (22 miles / 19,900 capacity), Gillette Stadium (22miles / 68,756 capacity), and Fenway Park (50 miles / 37,673 capacity), none of which are located in Rhode Island.



•



Aside from McCoy Stadium, there is not another outdoor stadium in the state of Rhode Island that could hold 10,000 spectators. The second largest stadium in the state is Cardines Field, which can hold a maximum of 3,250 spectators.



As an organization, we feel that there is a need for a state-of-the-art stadium in Providence, Rhode Island. Aside from building the newest stadium in Rhode Island, the home of the Rhode Island Red Sox will not only be the only Triple-A stadium in the state, but the only Triple-A stadium in New England. Not only with the new stadium be the only Triple-A stadium in Rhode Island, but will also be the largest outdoor concert venue in the state as well.



Keller  6   The Location When determining the location for the future home of the Rhode Island Red Sox, accessibility to the community was the most important factor to consider. The stadium needs to be unique in order to be success, and must be located in a place that best compliments the established businesses in the area. As an ownership group, we feel that the perfect location for this field is in Providence, Rhode Island using the former I-195 land along the Providence River.



  Most of the land required for the new stadium is currently unused and will become a public park if the land remained vacant. However, there is one major project that would need to be completed if the team was to move forward in building the stadium. Currently there are two underground utilities; a storm water-sewage collection system and a high-pressure gas main that would need to be moved. The collection system protects the Providence River from being



Keller  7   flooded with sewage during heavy rainstorms. The gas pipe delivers energy to about 80,000 customers. The rest of the land belongs to Brown University, and the only building on the land looking to be acquired is the Continuing Education Facility. This facility would need to be demolished in order to complete the project. The Venue Description & Other Advantages The new 10,000-seat stadium would sit on about 8 acres of land on the western side of Providence. Aside from being the home to the Rhode Island Red Sox, the stadium would be used to host a myriad of events such as youth baseball games, footballs games, and concerts. Inside of the stadium would include a center for kids, which would include picnic and barbeque areas, whiffle ball fields, and a grassy seating berm to enjoy the events as well as food from the brand new food court. There are also several amenities outside of the stadium that fans can utilize and enjoy such as the parking garage and walking path. After reviewing several different locations for the new stadium, there were several key factors that lead to us to believe that Providence is the perfect site. These key factors in our analysis include: •



Proximity to downtown dining, hotels, and entertainment.



•



Access from I-195 in and out of the downtown area.



•



Potential to enhance existing and currently planned development, as well as future development.



•



Existing public transit serves this potential site, as well as walkability to and from the site.



•



Availability to supplementary parking opportunities (new garage, public lots, street parking).
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The ability to best market the ballpark within the community and region for other uses which may include concerts, festivals, collegiate and high school athletic events, and community functions. Our Management Team In February of 2015, a 10-member ownership group, comprised of New England business



leaders and Fenway Sports Management purchased the Pawtucket Red Sox. Mr. Larry Lucchino, who is currently in his 14th season as President/CEO of the Boston Red Sox, will serve as Chairman of the club. The ownership group includes business and community leaders with backgrounds in commerce, finance, law, philanthropy, and sports management. We believe that this ownership team can construct a state-of-the-art stadium in Providence, but we can bring events to Rhode Island that visitors from all over will want to experience. Larry Lucchino is currently in his 14th season as President & CEO of the Boston Red Sox. Mr. Lucchino will bring his baseball experience to the Rhode Island Red Sox. During his tenure, the team has won two division titles, three AL Pennants, and three World Series titles. Not only does Lucchino have success with the Red Sox organization, this would not be the first time building a stadium. Mr. Lucchino was responsible for the building of Camden Yards in Baltimore, otherwise known to many as “the ballpark that changed baseball”. Attendance rose from 2 million to 3.5 million per year with over a 13,000-fan waiting list for season tickets. This is also not a one-time success story for Larry Lucchino. He was also responsible for the building Petco Park, which he fought tooth-and-nail to get done. The stadium spurred $2 billion in private investment and increased property value by 500 percent. Lucchino has a proven track record in building baseball stadiums. He has proven his ability at the highest level; imagine what he could bring to Providence, Rhode Island, which is in desperate need for an economic boost.



Keller  9   There is a saying in this world that “if you build it, they will come.” People may question how we will ensure that we fill the seat consistently. Our answer is simple, Fenway Sports Management. Fenway Sports Management is in charge of sponsorship for Fenway Sports Group’s prestigious sports clientele. Some of this clientele include the Boston Red Sox, Liverpool Football Club, New England Sports Network (NESN), and Roush Fenway Racing. Fenway Sports Management is the exclusive marketing agency for superstar LeBron James, Johnny Manziel, Boston College Athletics, and the Deutsche Bank Championship. Fenway Sports Management also has strategic corporate partnerships with Dunkin Donuts, Stop & Shop, and Southwest Airlines. Along with its strong corporate relationships, the component of FSM that would be of most value to the Rhode Island Red Sox is their ability to run special events. Currently, other than baseball, Fenway Sports Management has brought many special events to Fenway Park such as Frozen Fenway, Football at Fenway, and Bleacher Theatre. By having Fenway Sports Management on board with the Rhode Island Red Sox, we can bring some of these special events to Rhode Island. Our team has a proven model of success in the building and utilization of major ballparks throughout the country. With our knowledge, relationships, and experience we can build a premiere event destination in Providence, Rhode Island. This stadium is more than a Triple-A baseball park; it will be an event venue, a community center, and a destination for tourists all over New England. The new management team has the experience and capability to bring what could be the best Triple-A ballpark and event venue that Rhode Island has ever seen.



Keller  10   Three-Year Pro Forma Budget The following key assumptions were made in estimating the financial operations of a minor league baseball team and park: •



The Rhode Island Red Sox Triple-A organization will serve as primary tenant in the ballpark for an initial lease term of 20 years with up to two (2) five year renewal options.



•



The team and ballpark with be managed by Fenway Sports Management and will be aggressively marketed.



•



The ownership will put up the $85 million required to design and build the ballpark, but would seek state and city subsidies after it is finished to recoup the cost.



•



The ownership would like an option to buy the stadium at fair market value at the end of the 30-year lease.



•



The Rhode Island Red Sox would retain all revenues and pay all expenses associated with ballpark operations with exception of all major maintenance and capital repairs, in which the organization will share responsibility with the city.



•



The minor league baseball team would pay annual rent in the amount of $1 million dollars per year, putting the net cost to taxpayers at $4 million annually.



•



It is estimated that the games played in the new ballpark will generate $12.3 million in direct spending and about $2 million a year in additional state tax revenue, which reduces the cost to the taxpayers to $2 million a year.



•



The Rhode Island Red Sox are looking for the city of Providence to sign a 30-year agreement to exempt the stadium from property taxes.



Keller  11   Estimated Revenue & Expenses



Event Type Rhode Island Red Sox College Baseball H.S Baseball Other Sports Concerts Miscellaneous Total



Year 1 Year 2 Year 3 Year 4 Year 5



Revenues



Events 71 4 10 2 5 45 137



Paid Attendance Turnstile Attendance Average Total Average Total Attendance Attendance Attendance Attendance 7,500 532,500 6,700 475,700 750 3,000 750 3,000 500 5,000 500 5,000 1,500 3,000 1,500 3,000 9,000 45,000 9,000 45,000 500 22,500 500 22,500 3,292 611,000 3,158 554,200



Total Total Total Paid Turnstile Events Attendance Attendance 137 611,000 554,200 147 603,500 547,300 157 600,200 550,650 157 585,700 537,500 157 573,600 530,200



Inaugural Year 2017



2018



2019



Ticket Sales



$6,035,000  



$5,325,000



$5,212,000



Food & Beverage



$4,554,000



$4,260,000



$4,189,000



Merchandise



$176,080



$165,075



$158,472



Parking



$100,375



$106,375



$112,500



Premium Seating



$461,500



$468,350



$471,110



$1,560,000



$1,697,000



$1,936,734



Naming Rights



$270,000



$278,000



$286,443



Other



$125,000



$128,560



$130,116



Total



$13,281,955



$12,428,360



$12,496,375



Sponsorship
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Expenses



Inaugural Year 2017



2018



2019



$3,500,000



$3,545,000



$3,600,300



Ballpark Operations



$3,100,000.00



$3,150,000.00



$3,190,000



Game Day Expenses



$210,000



$213,540



$219,760



Baseball Operations



$1,500,000



$1,515,000



$1,780,500



Ballpark Rent



$850,000



$860,000



$894,000



Property Taxes



$0



$0



$0



Capital Reserve



$857,000



$786,700



$701,950



$10,017,000



$10,070,240



$10,386,510



Front Office



Total



Margins



Net Income From Operations Operating Margin



Inaugural Year 2017



$3,264,955 24.58%



2018



2019



$2,358,120 18.97%



$2,109,865 16.88%



It is anticipated that the Rhode Island Red Sox and stadium could operate profitably before any interest, taxes, debt, or other expenses. Operating margins are estimated to be around 24.5% in the initial year of operations before stabilizing around 15% in the fourth and fifth year of operation. Financing Plan Building Private Ownership Public City Contribution Other Government Aid Total



    Amount



Percentage $85,000,000



100%



0 0



0% 0%



$85,000,000



100%
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Repayment (Per Year/30 Years)



    Amount



Percentage



Private Ownership Property Tax Payment Other Private Sources Total Private



$0 $1 $0 $1



0% 0% 0% 0%



Public City Contribution Other Government Aid Total Public



$4,000,000 $1,000,000 $5,000,000



80% 20% 100%



Total



$5,000,001



100%



Based on an assumed project cost of $85 million, this funding plan assumes that the public will pay the ownership group after putting up the money to construct the entire stadium privately. This example assumes that the private sector will contribute $85 million to build the stadium. After the stadium is complete, the public would pay $4 million annually in taxes with another $1 million sublease to the state to begin repayment for the stadium. The stadium could generate over $2 million dollars a year that could be used to alleviate taxpayers to only become responsible for $2 million dollars per year in taxes. Ownership is asking that the land is given at no cost, and that the organization does not pay a property tax throughout the 30-year lease. Additionally, it is important that we establish a capital reserve fund to set aside funds for future repairs and improvements to the stadium. Industry standards call for 0.5 percent of project costs to be set-aside for each year. Based on the cost of $85 million, this would result in an additional $425,000 per year. The city and the organization will split this cost. Providence could fund its contribution from up to a $1.00 surcharge per ticket sold for ballpark events.



Keller  14   Exit Strategy There are several factors would need to be considered and addressed if it was evident that the business will not succeed. The most obvious factor is attendance within the stadium. If attendance is low, that means that sales tax revenue generated at the stadium will also be low. Since there are not many fans in the ballpark, that means that the economy in the surrounding area will not be seeing any vast improvements or development. After a few years, it would become inevitable that the Red Sox organization packs up its ball club and finds a new home that will be willing to fill the seats and generate some money. If this situation was to occur, it is important to have a plan in place to ensure that both the organization and the public are on the hook for millions of dollars. Incase of the venture not being financially responsible, all owners will agree to a detailed, legally approved document that specifies the terms of any individual’s potential exit from the business. We will continue investing money into marketing, focus on reaching profitability, and maintaining the stadium, we will ensure that our facility is attractive to any potential buyers from the sports industry. There are a few different scenarios that the ownership can follow if they are looking to exit from the ownership group of the new stadium: •



Individual Selling of Shares: If any of the ten owners want to individually exit the ownership group for any reason, they will have the option of selling their portion to their partners. There will be an agreement that will include details on how this will happen.



•



Selling to New Owners: If the ownership as a whole feels that they want to sell the facility to related businesses, current employees, or new sport facility owners. This could include different professional organizations or a collegiate team such as Bryant University. This could also include equipment as well as infrastructure associated with the new stadium.



Keller  15   Reference: Fenway Sports Management. (n.d.). Retrieved June 14, 2015, from http://www.fenwaysportsmanagement.com Minor League Attendance Analysis. (n.d.). Retrieved June 14, 2015, from http://numbertamer.com/files/2014_Minor_League_Analysis.pdf New PawSox owners want to move to Providence. (2015, February 23). Retrieved June 14, 2015, from http://wpri.com/2015/02/23/sources-new-paw-sox-owners-want-to-leave-pawtucketfor-providence/ PawSox Providence Stadium Proposal. (2015, April 15). Retrieved June 14, 2015, from http://www.gcpvd.org/2015/04/15/pawsox-providence-stadium-proposal/ PawSox want $4M a year from RI for Prov. stadium. (2015, April 15). Retrieved June 14, 2015, from http://wpri.com/2015/04/15/pawsox-want-4m-a-year-from-ri-for-prov-stadium/ Stats | MiLB.com Stats | The Official Site of Minor League Baseball. (n.d.). Retrieved June 14, 2015, from http://www.milb.com/milb/stats/stats.jsp?sid=milb&t=l_att&lid=117 There’s Something About Larry | Boston Magazine. (2006, May 6). Retrieved June 14, 2015, from http://www.bostonmagazine.com/2006/05/boston-magazine-theres-something-about-larry Wilmington, NC Minor League Baseball Proposal. (n.d.). Retrieved June 14, 2015, from http://www.wilmingtonnc.gov/Portals/0/documents/City Manager/Baseball/Draft Report/
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