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Memo Report



ATTENDANCE POTENTIALS, PLANNING FACTORS AND FINANCIAL POTENTIALS FOR THE REDEVELOPMENT OF THE VENICE CIRCUS ARENA



INTRODUCTION



In January of 2013, Economic Consulting Services (ECS) was retained by the Venice Circus Arts Foundation to conduct a preliminary market, attendance, and financial analysis for the redevelopment of the existing but vacant Venice Circus Arena. The 68,000 square foot venue is located at the corner of Airport Avenue East and Ringling Drive in Venice, Florida. It is located adjacent to the Venice Airport and is in fact on land owned by the Venice Municipal Airport/City of Venice. The plan is to retain the foundation, steel framework and bleacher system while completely renovating the roof, the exterior and all interior space. In this regard, this memorandum report provides the client with an overview of the markets available to support this redevelopment, a preliminary assessment of the level of attendance that may be generated by this project, and a general financial overview, based on the attendance potential and market spending patterns in the local area. This general analysis is considered essential to provide enough information about the amount and type of interactive entertainment and meeting space that should be included in the mix as well as a general determination of the financial return, so that the client group can make internal decisions about the development of this project. As part of the planning process, Economic Consulting Services (ECS) has been retained to (1) give an independent assessment of the project; (2) determine the markets available to support the subject attraction; (3) review the concept development that best fits the available land, that takes optimum advantage of the available economic opportunity, and that will create a critical mass of facilities to attract the required patronage; (4) assess the general development potentials for this attraction, including attendance and financial potentials, and (5) determine the project’s warranted investment.
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Our (ECS) analysis of the project begins by reviewing the project concept, the site location, and the markets available to support the project. This is followed by a review of comparable venues nationally and competitive venues in the local market. Based on this we present an analysis defining the level of attendance that can be expected at the proposed arena, along with an analysis of the planning factors associated with this volume of attendance. The latter part of this section is our (ECS) assessment of the financial performance of the facility. The analysis includes estimates for per capita expenditures, operating revenues, expenses, and profit over the first five years of operations. Also included is an estimate of the venue’s development budget. The section concludes with a pro forma financial analysis showing the net cash flow for the subject project for the first five operating years.
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GENERAL LIMITING CONDITIONS



Every reasonable effort has been made to ensure that the data contained in this study reflect the most accurate and timely information possible and they are believed to be reliable. This study is based on estimates, assumptions and other information developed by Economic Consulting Services from its independent research effort, general knowledge of the industry and consultations with the client representatives and basic market research and data gathering provided by the client group. No responsibility is assumed for inaccuracies in reporting by the client, the client’s agent and representatives, or any other data source used in preparing or presenting this study. This report is based on information that was current as of January of 2013 and Economic Consulting Services has not undertaken any update of its research effort since such date. No warranty or representation is made by Economic Consulting Services that any of the projected values or results contained in this study will actually be achieved. Possession of this study does not carry with it the right of publication thereof or to use the name “Economic Consulting Services” in any manner without first obtaining the prior written consent of Economic Consulting Services. No abstracting, excerpting or summarization of this study may be made without first obtaining the prior written consent of Economic Consulting Services. This report is not to be used in conjunction with any public or private offering of securities or other similar purpose where it may be relied upon to any degree by any person other than the client without first obtaining the prior written consent of Economic Consulting Services. This study may not be used for purposes other than that for which it is prepared or for which prior written consent has first been obtained from Economic Consulting Services. This study is qualified in its entirety by, and should be considered in light of, these limitations, conditions and considerations.







3











HISTORY OF THE VENICE CIRCUS ARENA



VENICE CIRCUS ARENA



The Venice Circus Arena is a historic building located in Venice, Florida, at 1401 Ringling Drive. The Venice Circus Arts Foundation is a non-profit 501c(3) foundation, formed in 2010 to raise funds to restore the 1961 building that is owned by the City of Venice. The historic Circus Arena was constructed on-site at 1401 Ringling Drive in Venice in 1961. It has seating for 4.500 to 5,000 guests, and has space for retail sales as well as a full service restaurant. Once restored the Foundation believes that the circus arena will provide a significant community venue for all types of events: national and international top entertainers, performers and conferences. Their Vision is to “create a "cultural campus" on the arena grounds to provide a myriad of programs and performances, family activities, a circus museum, artisan kiosks and a full spectrum of entertainment.” This will be possible only if the facility is redeveloped as a multi-use events venue that can take advantage of a variety of marketing channels. Once the project is creating a positive cash flow then those resources can be utilized to offer the programs as stipulated for the 501(c)3 non-profit foundation’s charter.
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The Venice Circus Arena Construction was started in 1960 build a facility to house “The Greatest Show on Earth” (The Ringling Brothers and Barnum and Bailey Circus). Once the grounds were completed, the circus wintered in Venice from 1961 through 1992. After moving its winter quarters to Venice, the circus would return from the road each December for several weeks. During this time, the performers and animals would rest and regroup for the next season, perfecting their acts. New shows would be designed and they would be performed at the Venice Circus Arena before going out on the road. In January of 1962, the circus made its world premiere in the newly completed Venice Circus Arena. Each year from 1962 through 1992, Ringling Brothers and Barnum and Bailey Circus would present its world premiere of that year’s show. Many famous acts got their start at this facility including Gunther Gabel Williams, the world-renowned animal trainer and Tito Ganoa, world famous trapeze artist. The Gaona circus family moved to Venice in 1964 from their native Mexico. "Tito" Gaona became the star of the troupe at age 12 by becoming the youngest flyer ever to accomplish the triple somersault on the flying trapeze. The Flying Gaonas joined Ringling Bros. and Barnum & Bailey Circus in 1966, and Tito became a trapeze superstar, setting a record for successfully completing the triple somersault in 657 consecutive shows. After retiring in 2000, he opened the Tito Ganoa Flying Trapeze Park on the Venice Circus Arena grounds. In November 1968, the Feld family group of Washington, D.C., took ownership of Ringling Bros. and Barnum & Bailey Circus. Shortly thereafter, circus owner and producer Irvin Feld planned to launch a second unit of Show. However because there were insufficient circus performers in the United States to staff the second unit, Feld acquired the rights to Germany's Circus Williams, including animal trainer Gunther Gebel-Williams. On January 6, 1969, Williams made his U.S. performance debut at the Circus Arena in Venice. Several months later when the show played at Madison Square Garden, the circus world was keenly aware of the young animal trainer who paired natural enemies in the same act. After only two seasons, he had made multiple national television appearances and had become a household name. The single-ring animal training practice facility at the back of the Venice Circus Arena site still bears his name.
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In preparation for the 1969 season, Irvin Feld could not find enough circus clowns to fill the two shows. Therefore, he founded Ringling Bros. and Barnum & Bailey College for Clowns (later changed to Clown College). The institution held its first session with 26 students at the Venice Circus Arena in early fall 1968. Clown College quickly became recognized as the only facility in the world dedicated to teaching and preserving the "ancient and honorable art of clowning." They offered classes in makeup, costume construction, juggling, wire walking, arena choreography and even pie throwing. Clown College was convened at the Circus Arena from 1968 through 1994 before moving to Wisconsin. In 1992, when negotiations to improve the railroad spur in town broke down, Feld Entertainment moved their winter headquarters north to Tampa. At this time, the entire property reverted to the City of Venice. Even though the show has been gone from Venice for 22 years a great many performers and former performers continue to live and work in the Venice area. The Venice Circus Arena has been used for a variety of sporting events and other assorted shows since the circus left in 1992, but has been vacant and deteriorating for the past 15 years. In October 2005, the Venice City Council passed a resolution to re-name the bridge on U.S. 41 over the canal near the arena the Circus Bridge in honor of the circus animals and equipment that paraded over the bridge from the train yard to the Circus Arena each year from 1960 to 1992 (when Ringling left Venice for the last time). It should be noted that Feld Entertainment Inc., which still owns the Ringling Bros. and Barnum & Bailey, has bought one of the largest vacant buildings in Southwest Florida (Ellenton, FL). They envision spending about $20 million to purchase and renovate the vacant Palmetto Corporate Center, formerly a Siemens Corp. complex. Over the next five years, Feld plans to move its global corporate offices from Virginia, together its worldwide production headquarters, to the Ellenton facility. The company plans to make Ellenton their new winter headquarters with rehearsals for its Ringling circus, Disney on Ice shows and operations from around the country.
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A BRIEF HISTORY OF VENICE, FLORIDA



The city of Venice has a fascinating and well-documented past. In the early 1870s, Robert Rickford Roberts established a homestead near Roberts Bay. He planted an orange grove and a few other crops. Fourteen years later, he sold a portion of his land to Frank Higel. Higel then developed a citrus operation that involved the production of several lines of citrus products. For the next 30 years, the Higel family created much of the commerce in the fledgling town. About this time, a post office was established and Mr. Darwin Curry became Venice’s first postmaster. The Curry and Higel families chose the name Venice for their community post office. In 1911, the railroad was completed to Venice, making way for the development of the area. At this time Bertha Palmer (Mrs. Potter Palmer), a Chicago businesswoman, purchased 60,000 acres. The Sarasota-Venice Company, Palmer’s land development operation, platted a small area south of Robert’s Bay as the town of Venice and offered lots for sale. The Venice settlement developed slowly. Venice remained a small fishing resort and farming community through the first part of the 1920s. During the 1920s, Florida land speculation was intense. In 1925, Dr. Fred H. Albee, a nationally renowned orthopedic surgeon, bought some 3,000 acres of land from the Sarasota-Venice Company. Seeing the opportunity to sell Venice as a resort destination, he built the area’s first luxury hotel, the Pollyanna Inn. Albee retained John Nolen, a world-renowned city planner, to design a city on his land. Before Dr. Albee could implement this plan, he was approached by the Brotherhood of Locomotive Engineers (BLE) to buy his land. The deal was closed in early October of 1925. The BLE wanted to develop the new city to increase the union's retirement assets and holdings. The BLE Realty Corporation was established soon thereafter. Its mission was to develop the area, and the Venice Company was created to market the property. The city was planned to utilize the land area along the Gulf of Mexico, while five-acre plots farther inland were zoned for agriculture. The company retained Nolen to complete a plan for a city on the gulf in 1926. This plan differed somewhat from the one he had completed for Albee, but was largely the same in concept. It was one of the first cities developed using the concept of New Urbanism.
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In 1926, the first phase of the design was completed with over ten miles of graded streets and one mile of sidewalks and gutters. In January 1927, the Edgewood property owners petitioned to be annexed into the town’s corporate limits and on May 9, 1927, the state legislature changed the designation of Venice from town to city by amending the enabling legislation and the Venice Charter. With the start of the Great Depression, the Florida land boom abruptly ended. In the early 1930s, the situation was bleak. City employees went unpaid and the electric streetlights were turned off because the bills could not be paid. Eventually the BLE real estate operations went into receivership and the BLE holdings were liquidated. Most of the unsold land eventually reverted to Albee and other creditors. Then in 1932, the Kentucky Military Institute of Lyndon, Kentucky, rented two downtown hotels to be used as a winter school for its cadets. These cadets were, by and large, Venice’s first snowbirds. After seven years, the school purchased the property and for the next 40 years, cadets, teachers and parents would arrive by rail shortly after New Year’s Day and stay in Venice until after Easter. In 1971, with the Vietnam War a heated controversy around the nation, the military school closed its doors. In 1933, Dr. Albee purchased the Park View Hotel and established a large hospital called the Florida Medical Center. Ten years later, the Army Air Corps took over its management with Dr. Albee retaining ownership. The Venice Army Air Base was established on land south of Venice, by the U.S. government at about the same time. The 27th Service Group was relocated from McDill Field in Tampa to provide training and support services for combat air units. In June 1943, several fighter squadrons were transferred to the base. After World War II, the city of Venice acquired the air base from the United States government, with the stipulation it would always be used for aviation or revert to federal ownership. It is now the site of the Venice airport. In the 1960’s, U.S. Army Corps of Engineers initiated work on the Intracoastal Waterway as a way of moving freight through the state. The result was an increase in pleasure boating in Venice and across Florida. As discussed above, the famous Ringling Brothers and Barnum & Bailey Circus used Venice as its winter headquarters from 1962 through 1992. In 1968, the circus founded the Clown College in Venice, renowned as one of the most prestigious training schools in the world for professional clowns. Clown College left the area in 1994.
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GENERAL CONCEPT



While the client group is aware of the meaning of the term “arena,” an exact definition of what is under consideration is in order. Arenas throughout the United States, Canada and Mexico are described in many different terms including: coliseums, arenas, sports arenas, sports palaces, special event centers and saddledomes among others. For the purposes of this study, the subject venue will be defined as:



ǲ’—„Ž‹…ƒ••‡�„Ž›ˆƒ…‹Ž‹–›™‹–Š•‡ƒ–‹�‰•—””‘—�†‹�‰ƒ…‡�–”ƒŽƒ”‡�ƒǡ‘”™‹–Š•‡ƒ–‹�‰ ‘�ƒ–Ž‡ƒ•––Š”‡‡•‹†‡•‘ˆ–Š‡ƒ…–‹‘�ǤŠ‡ƒ”‡�ƒˆŽ‘‘”™‹ŽŽŠƒ˜‡•—ˆˆ‹…‹‡�–•’ƒ…‡ˆ‘”—•‡ ‹�’”‡•‡�–‹�‰–Š‡…‹”…—•ǡ‹�†‘‘”•‘……‡”ǡ‹�†‘‘”–”ƒ…��‡‡–•ǡ–‡��‹•ǡ„ƒ•�‡–„ƒŽŽǡŠ‘…�‡›ǡ ‡š–”‡�‡ •’‘”–• ƒ�† ‘–Š‡” •’‘”–‹�‰ ‡˜‡�–• –Šƒ– …ƒ� „‡ ’Žƒ…‡† ™‹–Š‹� •—…Š ƒ ˆ‹‡Ž† ‘ˆ ’Žƒ›Ǥ Š‡ •’ƒ…‡ ‹• ƒŽ•‘ ˆŽ‡š‹„Ž‡ ‹� –Šƒ– ƒ††‹–‹‘�ƒŽ •‡ƒ–‹�‰ ƒ�† ˜ƒ”›‹�‰ •‡ƒ–‹�‰ …‘�ˆ‹‰—”ƒ–‹‘�•…ƒ�„‡—–‹Ž‹œ‡†–‘…”‡ƒ–‡–Š‡�‘•–‡ˆˆ‹…‹‡�–˜‹‡™‹�‰ˆ‘”…‘�…‡”–•ǡ„‘š‹�‰ǡ ™”‡•–Ž‹�‰ƒ�†‘–Š‡”‡˜‡�–•–Šƒ–†‘�‘–”‡“—‹”‡–Š‡Žƒ”‰‡”ˆ‹‡Ž†‘ˆ’Žƒ›Ǥǳ   The subject facility, when renovated will have fixed seating for up to 5,000 in a flying bleacher system that allows actual floor area to be increased to about 50,000 square feet making the facility available for other support activities like trade shows, exhibitions, meetings, special events, etc. In addition to the above criteria, the subject facility will include such ancillary facilities as a box office, staging areas, locker rooms, restaurants and clubs, concession stands and private boxes. EVENT DYNAMICS Because of the nature of the industry and the wide variety of event promotion structures that are available to arena management, revenues can vary widely by event. Arenas generally have four separate revenue centers: 1) event admissions, concession sales, merchandise sales and parking fees. Usually parking and concessions are controlled by the arena at all events while merchandising is sometimes (concerts) handled by the event promoter. The percentage of admission revenue available to the arena is dictated by the rental agreement negotiated for each event. One of the keys to maximizing revenue is to produce as many events, in-house, as possible. The goal of the arena management is to rent the facility for as many events as possible at as high a rent as possible. There are three basic ways to structure the facility rental:
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1)



The arena management itself can stage an event (paying for all costs of production) and keeping all proceeds from admissions, concessions, merchandise and parking. This tends to be the most profitable method of promotion; it is known as in-house.



2)



The arena management can co-promote an event, splitting gross revenues on a predetermined percentage basis.



3)



The arena management can rent the facility for a flat rate or percentage of gross revenue basis or some combination of the two. Under this type of arrangement, the control of the concession and merchandise revenue is sometimes negotiated as well.



Many facility managers do not want the responsibility for nor do they have the expertise or assets to promote events, in-house. As a result, the majority either rent the facility or co-promote. Another factor governing these arrangements is the historic policy of the various event promoters. For example, concert promoters tend to be very demanding in rent negotiations and typically will want to run their own merchandising. Depending upon the negotiated rental structure, the profitability of an event (for both the promoter and arena) will be dictated by the number of people attending the event. Most events are staged for a fixed cost; therefore, a minimum attendance is necessary for break-even operation. Because of this, the scope of events that can be attracted to the arena will be limited or governed by the seating capacity of the facility (e.g.: the more a performer or promoter demands in guarantees, the larger the facility needs to be). Recently the City of Venice, owners of the improvements on the site and the land itself (subject to FAA guidance) considered demolishing the facility and leasing the site as a light industrial business park. Because of this, Tito Ganoa founded the Venice Circus Arts Foundation with the mission of: ͞dŚĞDŝƐƐŝŽŶŽĨƚŚĞsĞŶŝĐĞŝƌĐƵƐƌƚƐ&ŽƵŶĚĂƚŝŽŶŝƐƚŽƉƌĞƐĞƌǀĞƚŚĞĐŝƌĐƵƐĂƌƚƐĂŶĚƚŚĞŝƌ ŚĞƌŝƚĂŐĞ ŝŶ sĞŶŝĐĞ͕ ĐƌĞĂƚĞ ƵŶŝƋƵĞ ĞĚƵĐĂƚŝŽŶĂů ŽƉƉŽƌƚƵŶŝƚŝĞƐ͕ ĞŶĐŽƵƌĂŐĞ ƐŝŐŶŝĨŝĐĂŶƚ ĞĐŽŶŽŵŝĐĚĞǀĞůŽƉŵĞŶƚĂŶĚƉƌŽŵŽƚĞĨĂŵŝůǇĞŶƚĞƌƚĂŝŶŵĞŶƚͲ͞WƌĞƐĞƌǀĞ͕ĚƵĐĂƚĞ͕^ƚŝŵƵůĂƚĞ ĂŶĚŶƚĞƌƚĂŝŶ͊͟KƵƌŐŽĂůŝƐƚŽZĞŶŽǀĂƚĞ͕ZĞƐƚŽƌĞ͕ĂŶĚZĞũƵǀĞŶĂƚĞƚŚĞ,ŝƐƚŽƌŝĐsĞŶŝĐĞŝƌĐƵƐ ƌĞŶĂƚŽĂĐĐŽŵƉůŝƐŚŽƵƌŵŝƐƐŝŽŶ͘͟
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At that time, the city estimated that it would cost some $250,000 to destroy the facility and make the site useable for developers; however, the downturn in the economy made that expenditure politically difficult and there was not much interest in the development community. As a result, the facility is still vacant and continues to deteriorate, but has been saved from destruction. While one of the goals of the Foundation is to preserve the circus arts in Venice, their main purpose is to preserve the structure and integrity of the Arena Building, while creating a facility that will become an economic asset to the community. While they would like to see the arena used to house circus productions, they realize that, once completed, a renovated Venice Circus Arena will have to function as a multi-purpose entertainment venue. Concept is to create a facility that can be rented for a variety of events, shows and special events including:



‹”…—•  ‹��‡”Š‡ƒ–‡”  ’‘”–‹�‰˜‡�–•  ‘�…‡”–•  š–”‡�‡’‘”–•Š‘™•  ”ƒ†‡Š‘™•  ‡‡–‹�‰• ™ƒ’‡‡–•Ȁ ƒ”�‡”•ƒ”�‡–•



The facility would function as any other multi-use events center but would have state-of-the-art concessions and amenities and would maintain the Circus Theme by using interior and exterior decoration and have circus memorabilia featured throughout the facility. There is also a plan to re-create “Clown Alley” and develop a small museum dedicated to the history of the circus and the site.
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SITE REVIEW



Figure 1 SITE LOCATION



Source: Google earth



SOURCES OF MARKET SUPPORT



Based on the experience of comparable attractions, the markets available to support the proposed events center are considered to be those residents living within a 90-minute drive time from the subject site and overnight tourists to Venice and nearby Lee and Sarasota counties. For purposes of this analysis, the resident market boundaries are subdivided as follows: (1) the primary market area is composed of residents that live within 0 to 15-minute drive time from the subject site, (2) the secondary market area that includes those residents that live within a 16- to 30-minute drive time from the site and (3) the tertiary market area that includes those residents
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that live within a 31- to 90-minute drive time from the site. These residents were selected as being reasonably available to the subject facility and close enough to consider a trip to the site as easily manageable. Analysis of numerous visitor attractions’ attendance patterns indicates that drawing power typically is strongest near the site and diminishes as travel time becomes greater. Based on these market segmentation criteria, we (ECS) obtained population and demographic data by zip codes for the primary, secondary, and tertiary markets from ESRI, a firm that compiles detailed demographic market data. ESRI is a national demographics firm that uses census data and comprehensive econometric modeling to create a geographic information system (GIS) that integrates hardware, software, and data for capturing, managing, analyzing, and displaying all forms of geographically referenced demographic and economic information. GIS allows end users to view, understand, question, interpret, and visualize data in many ways that reveal relationships, patterns, and trends in the form of maps, globes, reports, and charts. GIS answers questions and solves problems by looking at data in a way that is quickly understood and easily shared. Resident Market Population and Households Selected demographic data for the population residing within a 0 to 15 minute drive time and a 16 to 30 minute drive time of the site location are contained in Table 1. A review of these data shows a primary resident market population of 81,048 residents in 2010. This market is projected to experience an increase in population of about 1.0 percent per year or to 83,241 residents by 2015. In the secondary market, the 2010 resident market is estimated at 247,355 residents. By 2015, the secondary resident market is projected to increase at a rate of 2.0 percent per year or to some 257,598 residents. All together, the current resident market is estimated to total 330,000 (2010) and is projected to increase to 340,000 by 2015. Table 1 also includes information regarding the number of households within the primary and secondary resident markets. As the table indicates, there are currently 40,384 households in the primary market and 112,510 in the secondary resident market. By 2015, these households are estimated at 41,731 and 116,968, respectively, or a total of 158,699 households. Overall, the current household size includes about 2.0 people. We have also included data for residents in the 30 - 90 minutes drive radius. This comprises the remainder of Sarasota County, Manatee County and the Tampa – St Petersburg Metropolitan Statistical Area (a geographical region with a
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relatively high population density at its core and close economic ties throughout the area). This is where the majority of day visitors come from and is a viable market to target for increasing tourist visitation to town. As shown, there are an additional 3.2 million residents within this market segment. See Figure 2 below for a map of these market locations.



Figure 2 MARKET DEMARCATIONS



Source: ESRI and Economic Consulting Services



15







Snowbirds The City of Venice, like many south Florida cities, is known for its large snowbird population. The term “snowbird” is used to describe people from the U.S. Northeast, U.S. Midwest, or Canada who spend a large portion of winter in warmer locales such as California, Arizona, Florida or elsewhere along the Sun Belt region of the southern and southwest United States, Mexico, and areas of the Caribbean. Snowbirds are typically retirees and business owners who either have or rent a second home in a warmer location or whose business can be easily moved from place to place. It used to be that snowbirds were the wealthy that maintained several seasonal residences and shifted residence with the seasons to avail themselves of the best time to be at each location. Many of these snowbirds also use their vacation time to declare permanent residency in low, or no-tax states (where the taxes are sustained by high tourism taxes), and claim lower nonresident income taxes in their home states. The right to vote for local office is governed by local law, so it may be possible to vote for local offices in both places if the locality permits nonresident voting, but representation in the United States Congress is for residents as enumerated by the decennial census. While difficult to quantify, local residents and officials estimate that Venice snowbirds typically stay in town for about six months (late fall to early spring) and swell the city’s population base from 25,000 to 75,000. Age and Income Demographics Two of the most important demographic factors associated with patronage at visitor attractions are age and income. In general, parents with children and seniors are the groups most likely to visit the type of shows proposed for the subject project and will be strategically targeted. Furthermore, in terms of income demographics, above average income usually is required to provide the discretionary income needed for participation in the kind of activities to be offered. This being the case, general data on age and income distribution for the primary and secondary resident markets for 2010 (the most current year) is presented in Tables 2 and 3, respectively. Table 2 shows the population of the resident market by age group. For the 2010 population within the 30-minute drive time resident market (primary and secondary market), a review of the breakdown of population by group reveals that children and teens (between 5 to 19 years of age)
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make up 11 percent of the overall population or about 35,750 individuals. Based on the proposed concept, this age group (and their parents) is considered a key market for the facility. The age range that makes up young adults and young families (25 to 44 years) includes some 15 percent of the total market, or some 50,500 residents. These groups are also considered key target markets for the subject facility, as they will largely be the parents of the primary target market. An important sub group of this market is schoolchildren who will likely be offered field trips to the facility as part of their school curriculum. According to school officials, Venice High School has a current enrollment of 1,958 students while the local elementary and middle schools have just over 4,000 students. The age demographic that also has a high propensity to visit this type of facility is seniors, living in close proximity to the site. As shown in Table 2 there are approximately 114,000 residents between the ages of 55 and 85 living within a 30-minute drive of the site location, or 35 percent of the market. In addition to this, the majority of the 50,000 plus snowbirds who move to Venice on an annual basis falls within this demographic. Therefore, this is an important group to target from a marketing perspective. The estimated median age in the market is 45.0 years. Comparatively, the current year median age for the United States is 36.8 years. Consequently, the resident market is considered to be older than the U.S. overall average. This overall breakdown is seen as representing a strong and more affluent family market mix. Table 3 shows household income data for the resident market. A review of this table indicates that about 50 percent of market area households are making over $50,000 per year. For purposes of comparison, the median household income for the Sarasota County market was estimated to be $53,260 per year in 2009 while median annual household income for the United States was estimated to be $52,029 that year. The target market for the subject attraction is those residents in households with incomes of $50,000 per year and above. From Table 3 we can calculate that there are some 72,500 households, or roughly one-half of all households in the primary and secondary resident markets. Overall, household income statistics for the subject project’s resident market are somewhat below U.S. standards; however, Venice has a lower cost of living and a high population of people who are willing to spend discretionary income on their families. Thus, the local area resident market is seen as being strong enough financially to support the subject events center.
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Overnight Tourism Based on information provided by the Venice Convention and Visitors Bureau, Venice is a popular tourist destination. There are a variety of cultural and historical attractions in town, several golf courses and beaches and a year-round slate of special events (including the Shark Tooth Festival) that attract visitors from all over the world. While many of these visitors are only in town for a short time, they include a significant number of families who are available to support the subject venue. In 2010, Venice had an inventory of nearly 1,200 hotel rooms in various hotels, motels, bed & breakfasts, and resort properties (see Table 4). As shown in Table 5 assuming an average annual occupancy of 60%, 2.5 people per room and a 3.0-day length of stay, there are approximately 217,000 overnight visitors staying locally on an annual basis. In addition to visitors staying in conventional accommodations, there are also a number of day visitors to Venice. According to tourist industry analysts as many as 400,000 day visitors come to Venice from Sarasota County and beyond for its many festivals, great beaches and historic downtown. When these markets are combined, it is estimated that nearly 620,000 tourists visit Venice annually as shown in Table 6. Market Summary When these available markets are combined, Venice has an overall market of some 7.2 million residents and visitors, 1.0 million of whom are proximate and would have a high propensity to visit the subject multi-purpose events venue. The remaining 6.2 million; however, are close enough (1 hour drive time) that they will also provide support for the facility when regional events are offered. A breakdown of the Venice, FL, market summary is contained in Table 7.
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COMPARABLE ATTRACTIONS ANALYSIS



As a starting point for our analysis of the development potentials for the proposed renovated arena at the subject site, we provide a review of other events centers in the Venice market, as well as a review of the operating experience of similar types of attractions both regionally and nationally. REGIONAL EVENT VENUES



As previously stated, the surrounding area has a variety of arenas, showgrounds and performing arts centers. While these attract a variety of domestic and international tourists, they are not really considered similar to the experience to be offered at the subject attraction. We have however identified several local attractions that would be considered potentially competitive in terms of the size, scope, pricing, and entertainment offering. Table 8 contains an inventory of these facilities. Most are located in Sarasota and Ft. Meyers. The city of Sarasota is the county seat for Sarasota County. It is located about a 45-minute drive north of Venice. The combined population of Sarasota and the adjacent Bradenton total nearly 110,000 according to the most recent US Census Bureau. Tourist visitation is reported at 1.1 million by the local Convention and Visitors Bureau. As a large regional metropolitan area it has a variety of cultural and entertainment attractions. The city of Ft. Myers is the county seat for Lee County. It is located about an hour and a half drive south of Venice. The combined population of Ft. Myers and the adjacent Cape Coral total nearly 220,000 according to the most recent U.S. Census Bureau. As a large regional metropolitan area it has a variety of cultural and entertainment attractions. Fort Myers is a city rich with museums, historical landmarks, and yearly celebrations. Visitors will find a place to stay, with luxury resorts, budget-friendly inns, and hotels with internet service that cater specifically to the business traveler. Tourist visitation is reported at 1.8 million by the local Convention and Visitors Bureau.
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The Venice Community Center The Venice Community Center is a 45,000 square foot multipurpose venue located on Venice Island, in Blaylock Park. Adjacent facilities include the Venice Library, the Venice Art Center and the historic Triangle Inn building and Venice Archives. The community center is reported to entertain over 225,000 people a year to a variety of plays, shows, lectures and events. It is fully air-conditioned and includes a commercial grade kitchen, light multi-purpose meeting rooms, a 10,000 square foot ballroom, an 1,800 square foot performance stage, professional audio and lighting capabilities and private dressing rooms. It servers both Sarasota County residents and businesses. It is available for rent for both public and private functions. Sarasota-Bradenton International Convention Center Developed in 2003, to host large events, the center has 93,000 square feet of exposition space. It is the only privately owned and operated, climate controlled facility between Tampa and Miami capable of handling over 5,000 people. The facility features a 3,000 square foot kitchen, 750 parking spaces and 4,600 square feet of meeting rooms. It is located adjacent to a Holiday Inn and is within two miles of over 3,000 hotel rooms. The center is located just behind the Sarasota-Bradenton Airport and is an hour’s drive from Tampa International Airport. Robarts Arena at the Sarasota Fairgrounds The Robarts Arena is a multi-purpose venue in Sarasota, FL located on the Sarasota County Fairgrounds. The Arena, built in 1967, has a seating capacity of about 4,000. In 2011, Robarts Arena underwent $500,000 in capital improvements. Robarts Arena is home to numerous and varied events each month, such as expos and festivals, reptile shows, sporting events, quilt shows, music festivals, conventions, graduations, benefits and community events, including the Sarasota County Fair. It is also home to the Ultimate Indoor Football League’s Sarasota Thunder team.
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Van Wezel Performing Arts Hall Set along Sarasota’s bay front, Van Wezel Hall has been entertaining audiences since it was built in 1968. Shows include music, dance, theater and comedy among others. This facility was renovated in 2000 adding 25,000 square feet to the existing structure and upgrading all infrastructure and amenities. The hall, which is owned by the city of Sarasota, has seating for 1,736 guest’s rents for $5,500 a day (8 hours) and is home to in-house productions. There is also the Grand Foyer, which can accommodate between 35 and 350 in various seating arrangements; it rents for $2,500/day for a variety of functions. It opens onto the terrace and bay front lawn, which can accommodate an additional 1,500 on good weather days. As stated on their web site the mission of the facility is:



ǲ‘ ’”‡•‡�– ƒ „”‘ƒ† •’‡…–”—� ‘ˆ –Š‡ ™‘”Ž†̵• ˆ‹�‡•– ’‡”ˆ‘”�‹�‰ ƒ”–‹•–• ‹� ‘”†‡” –‘ �‡‡– –Š‡ †‹˜‡”•‡ …—Ž–—”ƒŽ �‡‡†• ‘ˆ ƒŽŽ ‘ˆ ‘—–Š™‡•– Ž‘”‹†ƒ̵• ”‡•‹†‡�–• ƒ�† ˜‹•‹–‘”•Ǥ ‘ „”‹�‰ ˜‹•‹–‹�‰ ƒ”–‹•–• ‹�–‘ –Š‡ …‘��—�‹–› ˆ‘” �‡ƒ�‹�‰ˆ—Ž ‡†—…ƒ–‹‘� ƒ�† ‘—–”‡ƒ…Š ’”‘‰”ƒ�• –Šƒ– Š‡Ž’ †‡˜‡Ž‘’ �‡™ ƒ—†‹‡�…‡•Ǥ‘’”‘˜‹†‡ƒ“—ƒŽ‹–›Š‘�‡ˆ‘”‘–Š‡”Ž‘…ƒŽ…—Ž–—”ƒŽ‘”‰ƒ�‹œƒ–‹‘�• –Šƒ–’”‡•‡�––Š‡‹”’”‘‰”ƒ�•Š‡”‡Ǥǳ Ruth Eckerd Hall This non-profit, performing arts venue is located in Clearwater, FL and is committed to presenting the finest in performing arts shows and to provide a hands-on performing arts education for members of the community. The facility consists of a 2,182-seat theater and an orchestra pit that can accommodate an additional 62 guests for shows that do not require the orchestra. The stage is 60 feet by 44 feet, or some 2,640 square feet. The facility also offers professional sound, lighting and video options.
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Straz Performing Arts Center The Straz Performing Arts Center is a 335,000 square foot performing arts hall located in Tampa, FL. It is the largest performing arts center south of the Kennedy Center and is home to a wide variety of world-class performances and events.



The



center



features five



separate



venues



of



impeccable quality, varying in capacity from 130 to 2,610 seats. The Straz Center began as a dream by visionary citizens of Tampa who persevered to bring to reality one of the finest performing arts centers in the nation. It is many things to many people and it is more than just a building, more than just a performing arts center. It is a presenter, a producer, an educator, a community partner and an economic engine for the Tampa Bay area. In addition to fine arts productions, the facility or at least parts of the facility are available for rent for shows, special events or functions Germain Arena Germain Arena is an 8,200-seat arena venue located in Estero, FL, near Ft. Meyers. This popular facility offers a wide variety of entertainment and is considered Southwest Florida’s premiere entertainment venue. It offers a variety of seating arrangements catering to football, hockey and basketball, concerts, shows and other event types. The bowl of the arena contains some 17,000 square feet of area and can accommodate almost any type of production. The facility also has about 26,000 square feet of rental space that is available for conferences, meetings or special events. Current tenants include the Florida Tarpons of the Ultimate Indoor Football League and the East Coast Hockey League’s Florida Everblades. Of all of these facilities, Robarts Arena is probably the most comparable and will be the most competitive based on its size, location and scope of offering. The other facilities largely appeal to a much different clientele (high-end performing arts) or are larger and appeal to a different tenant type.
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CIRCUS MUSEUMS Circus World, Baraboo, WI Circus World, located in Baraboo, WI, is a 64-acre facility that was developed to preserve the circus arts. It is located near the original winter quarters for the Ringling Brothers Circus (1884 – 1918). In 1959, several members of the family incorporated Circus World Museum as a historical and educational facility. Following their fundraising efforts, Circus World was deeded debtfree to the State Historical Society of Wisconsin the day after it opened, July 1, 1959. The original site was less than one acre and included the Ringling Camel House and Ring Barn. Over the years, land and structures were added creating the 64-acres site it encompasses today. Circus World is one of the world’s foremost circus museums, attracting an estimated 250,000 visitors annually. The facility has a variety of buildings and staging areas provides year-round circus entertainment to visitors in addition to the traditional exhibits at the museum. The grounds include a magic theater, a circus wagon collection, animal rides, sideshows, and play areas in addition to the main hippodrome, which stages seasonal circus performances. Admission to the facility is $9.00 for adults, $8.00 for seniors and $3.50 for children during the fall, winter and spring season. Prices jump to $17.95, $15.95 and $7.95, respectively, during the summer season, when the facility stages its famous Circus World Performances.



The Circus Museum, Sarasota, FL The Circus Museum celebrates the American circus, its history, and unique relationship to Sarasota. Established in 1948, the museum was the first in the country to document the rich history of the circus. Visitors can view colossal parade and baggage wagons, sequined costumes, and a sideshow banner line that documents the circus of the past and of today. Also on exhibition in the Circus Museum is the Wisconsin, the private rail car John and Mable Ringling built in 1905 during the golden age of rail. The Wisconsin car provides a unique view into the splendid travel accommodations
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that John and Mable Ringling enjoyed on their travels around the country on business and with the circus. The Circus Museum’s Tibbals Learning Center has an exhibition of circus posters. These colorful posters were plastered on buildings, walls and fences all across America and broadcasted clearly that the circus was coming to town. The cornerstone of the Circus Museum’s Tibbals Learning Center is the world's largest miniature circus, the Howard Bros. Circus Model. The model is a replica of Ringling Bros. and Barnum & Bailey Circus from 1919 to 1938. The second floor of the Tibbals building documents the history of the American circus from ancient times to the present. A recently opened major expansion to the Tibbals Learning Center contains exhibitions that celebrate circus performers. OTHER COMPARABLE FACILITIES FAIRGROUNDS Another group of facilities that have similar offerings, albeit in somewhat different scope are state and county fairgrounds. These are historically a collection of exhibit spaces, arenas, stadiums and outdoor grounds in varying sizes that were primarily used as staging areas for the state or county’s annual agricultural fair. The owners of these types of facilities saw that they were being under-utilized (only used for the 2-week to month long fair) and began to explore either renting out the space on a year-round basis or make permanent attractions that could attract visitors year-round. Following is a brief review of operating data for the Sarasota Fairgrounds, the South Florida Fairgrounds and the Orange County Fairgrounds in Southern California. Sarasota Fairgrounds The Sarasota Fairgrounds are located at 3000 Ringling Blvd. in Sarasota, FL, about a 45-minute drive from the Venice Circus Arena site. The Fairgrounds features the annual Sarasota County Agricultural Fair, a 10-day event each March. The Fair features Rides, Entertainment, Crafts, Horticulture, Science Fair, Livestock and Auction. The benefits of this annual event go to promoting the 4-H and FFA.
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When the fair is dark, the facility has events occurring regularly both on the grounds in the various exhibit buildings. There is also catering services are available for rental. The fairgrounds can provide indoor catered seating for 50 to 1,000 and event seating for 50 to 4,000 in a variety of covered outdoor buildings, an indoor sports arena and several meeting halls. They annually host a variety of events including:



* Luncheons * Concerts * Seminars * Conventions * Civic Club Meetings * Picnics * Trade Shows



* Weddings * Meetings * Parties * Corporate Events * Family Reunions * Festivals * Large Sales Events



A breakdown of the facilities available for rent together with their sizing and daily rental rates is shown in Table 9. A review of these data reveals that the total area available for rent is just under 31,000 square feet in six different venues. The type of space in all of these buildings are seen as being comparable to the offering planned at the subject Venice Circus Arena, as are the rental rates (per square foot); however, the overall sizing and therefore types of renters/tenants are seen as being very different. The Potter Building and Ken Clark auditorium are seen as being the most comparable space to that at the subject renovated Venice Circus Arena. As shown in Table 9, that space is renting for an average of $0.16/square foot, with all of the space renting for an average of $0.13/square foot. South Florida Fairgrounds The South Florida Fair is an annual fair held in West Palm Beach, FL, every January or February. The fairgrounds site occupies 100 acres and is located on the site of the former Palm Beach Speedway at the intersection of Southern Boulevard and Fairground Road. This configuration makes it adjacent to the Cruzan Amphitheater, which runs a concert series during the fair. The fair will see attendance of nearly 500,000 over its two-week run. It features a midway with rides, games, and concessions, themed exhibition halls, an agricultural and livestock area, and smaller exhibition halls. There is also Yesteryear Village, a history park on the northeastern corner of the property.
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For the remainder of the year the operator of the property makes a variety of facilities available for rent to the public for shows, meetings, weddings, etc. Table 10 shows an inventory of the spaces available together with the rental rates. As shown, rental rates per square foot range from $0.06/square foot for building 10 to $0.12/square foot for Building 7. Overall, the space commands an average of $0.09/square foot for an eight-hour period. This is lower but comparable with the rental rates at the Sarasota Fairgrounds buildings especially considering that their space includes tables, chairs, etc. Orange County Fair The Orange County Fair, abbreviated as the OC Fair, is a 23-day event that is held in late July at the OC Fair and Event Center in Costa Mesa, CA. Starting in 1916, the production was managed by the Orange County Farm Bureau. A County Fair Board was elected in 1925, and at that time, the fair was moved to Anaheim with the addition of a rodeo and carnival. Following World War II, the 32nd District Agricultural Association was formed by the state of California. This association took on the task of running the fair. The state purchased land from the Santa Ana Army Air Base and set some of it aside for use as the new fairgrounds. In 1949, the fair became a five-day long event and was relocated to the old army base, which quickly became the permanent location. The city of Costa Mesa was incorporated in 1953 with the fair residing in its boundaries. The fairgrounds' 150 acres has been the home of the fair ever since 1949. Over time, the OC Fair has expanded to an annual 23-day summer event that draws over 1.3 million visitors annually. As is the case with most other fairgrounds, the remainder of the year the operator of the property makes a variety of facilities available for rent to the public for shows, meetings, weddings, etc. Events are hosted year-round; they include festivals, fundraisers and trade shows. The Fairgrounds is also the home of the OC Marketplace, a large swap meet that is held every weekend, year-round, when the fair is not running. The grounds also include a large equestrian center and the Centennial Farm. Table 11 shows an inventory of the spaces available together with the rental rates. As shown, rental rates per square foot range from $0.09/square foot for Santa Ana Pavilion to $0.14/square foot for the Los Alamitos Building. Overall, the space commands an average of $0.11/square foot
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for an eight-hour period. This is comparable with the rental rates at the Sarasota Fairgrounds buildings and the South Florida Fairgrounds venues. As such, it will be used as a benchmark for developing a competitive rate structure for the subject Venice Circus Arena. Therefore, redeveloped space at the Venice Circus Arena is seen as averaging about $0.10/square foot for non-spectator events. DINNER THEATERS



A supplemental use being considered is a dinner show production similar to Medieval Times, using a Circus theme/concept instead of the medieval joust theme. As such a review of the operating experience of the Buena Park Medieval Times operation is offered as a point of reference. Medieval Times



Medieval Times offers visitors a two-hour dinner show based on the medieval kingdoms of first century England. The facility is a highly themed medieval castle with royal stables, courtyards, gardens and even a dungeon museum. The story line, as described in the facility’s brochure, is that “The year is 1093 AD, and you are the guests of the royal family. The Lord of the Castle has invited over 1,000 friends, neighbors and foes to a royal tournament. Every detail has been faithfully recreated for your entertainment and delight.” Guests arrive and are issued crowns in one of six color schemes, which indicate where you sit, and which of the six knights of the realm you will be supporting in the games that make up the show. They are then free to purchase beverages and to browse in the stables, gardens and giftshops for approximately one hour before being seated for the evening’s festivities. The company has several locations each of which has arenas of between 800 and 1,000 seats. Facilities are located in Buena Park, California (near Disneyland), Kissimmee, Florida (near Orlando), and in New Jersey, South Carolina, Texas, Chicago and Toronto, Canada. Show schedules vary by location but each averages about 250 shows a year. Based on industry standards and the consultants observations each facility draws between 175,000 and 250,000 guests annually, and about $10.0 million in annual revenues.
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Seating is in the form of a small, oval shaped arena with some 800 to 1,000 seats situated in an oval around a large sand field of play. It is on this field that the show takes place. First guests are treated to a display of horsemanship and storytelling. Then six knights in period costume compete in daring tournament games of skill and accuracy. Finally, the Knights battle one another for the right to champion the king against the evil black knight. All guests are associated with one of the knights and cheer and boo as the battle wears on. During the course of the show guests are served a hearty four course banquet consisting of an appetizer, soup, roasted chicken, spare ribs, potatoes, and dessert and beverages. Admission price includes dinner, the show and sales tax. Rates for 2013 are as follows:



ALL SHOWS



Adults



Children



$57.95



$35.95



Because most are located in a highly competitive tourist locations and are competing for patron’s leisure dollars and time, substantial discounts are offered which bring the average prices down to about $37.00 for adults and $26.00 for children. In addition to this, guests are afforded access to a hosted bar, a large gift shop and can purchase a variety of pictures taken by Medieval Times Staff. When all of these revenue centers are included, average per capita expenditures are estimated at about $50.00 for the two and a half hour experience. This is an example of the dinner/show only development/concept option for the subject Venice Circus Arena. While the subject matter is different, the operations and facility development are considered to be similar to those that will be required at a meal/show only development in Venice. We envision a similar type of operation but with the circus as the entertainment. This could be part of the current circus circuit that the Foundation is already using. The arena seating would have to be reconfigured to accommodate feeding the guests and reducing the number of seats but as will be shown later in this report, this could be a very profitable use of the facility. We estimate that this would be offered on a limited basis, perhaps mirroring the current schedule, or about 36 production days annually.
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FINANCIAL POTENTIALS



PRELIMINARY DEVELOPMENT BUDGET Table 12 contains a summary of the estimated development costs for the proposed redevelopment of the subject Venice Circus Arena. It contains cost and sizing estimates for the various programs being considered. As shown, the facility is estimated to have some 68,000 square feet of space that is in need of renovation. A cursory evaluation of the site by the local architectural firm, Fleischman/Garcia, revealed that while the foundation, structural steel and framing is still in good condition the remainder of the property needs to be fully renovated. This includes a new roof, exterior and interior walls, electrical, plumbing etc. Their cursory estimate to bring the facility up to code and complete the planned renovation is approximately $12.0 million. Table 12 shows our estimate of how these funds might be allocated. As shown, we estimate a cost of $100/square foot or $6.8 million will be required for building renovation, another $2.0 million will be required to update the arena itself and to purchase a variety of floor coverings, a new scoreboard and audio and lighting systems and another $2.0 million is allocated for exterior landscaping, lighting, theming and parking upgrades. This brings hard cost estimate to nearly $11.0 million with another $1.0 million allocated to soft costs including A & E fees, financing during construction, permits, fees, etc.



FINANCIAL ANALYSIS



As previously discussed, a fully renovated Venice Circus Arena cannot function as a circus venue only. In order to survive financially it must function as an arena and multi-purpose event center, rented out as many days as possible. Circus presentations will certainly be included as part of the schedule and the circus theming of the building and grounds and the development of a variety of exhibits celebrating the history of the facility will give it a unique atmosphere and should be a strong selling point in rental negotiations with any type of potential tenant.
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ESTIMATED USAGE AND REVENUE GENERATION



In an effort to develop a realistic operating scenario for the subject property, we have used the aforementioned comparable arena, fairgrounds and dinner theater experience as a benchmark for the analysis. Table 13 shows a potential schedule of events utilizing a variety of these types of events and a conservative schedule (118 days of operation). With a more aggressive marketing of the facility, it could be utilized as many as 150 days annually. As shown, we are projecting a combination of in-house productions (perhaps a dinner theater, circus presentation), both entertainment and conference/trade show rentals, special events and seasonal festivals. Every effort should be made to avoid competing with current festivals and events that are already hosted by the city. Specifically the dinner show operation is seen as running three-days a week for twelve weeks over the course of the year and having the circus as the entertainment element. We envision four, three-week presentations that could coincide with the existing schedule the Foundation is currently running. The shows would be presented in the arena, which would be set up in a 1,000seat configuration whereby guests could be served a meal while they enjoy the show. At an average expenditure of $50.00/guest (dinner, show, drinks and merchandise), this operation would generate $1.4 million in annual revenue and become the flagship tenant for the venue. In addition to the dinner show, we have allocated 20 dates where the facility is rented out for sporting events, concerts or other arena based shows. This analysis assumes the 4,500-seat configuration on three sides of the arena floor. We have allocated a flat rate of $10,000 per day for facility rentals for these types of events, which is projected to generate $200,000 in annual revenues. As discussed previously, when the facility is utilized in this manner the arena management typically retains control of the concession operation. Assuming 80 percent occupancy and average per capita expenditures of $12.50 for concessions, an additional $900,000 would be generated from this category. Another facility rental opportunity is the tradeshow, conference, exhibit market. This market typically requires a large open area for setting up displays and exhibits. Most arenas cannot accommodate this type of business because the only truly open space they have is the arena floor (typically only 17,000 square feet). The configuration of the Venice Circus Arena, with its
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flying bleacher system will allow the facility to open up to 50,000 square feet of contiguous floor space indoors. Rental of the facility in this configuration for 15, 2-day shows, at an average rental rate of $3,500 would generate $105,000 in rental revenue. Assuming the same 80 percent occupancy and $12.50 per capita expenditure for concessions, this category would generate an additional $750,000 in concession revenue. The remaining uses listed include four special events, a two-week Oktoberfest/Halloween celebration and a two-week Christmas celebration. These would all be in-house events and all are projected to have a $10.00 entry fee, which would be revenue to the arena. We expect an additional $10.00 per person in concession sales. With attendance ranging from 2,000 to 5,000 per day and varying levels of projected occupancy, they are collectively estimated to generate $478,000 in entry fees and an equal amount in concession revenue. When taken as a whole the facility is forecast to host 118 dates per year while generating $2.2 million in rent or admission fees and $2.1 million in concession sales, or a total of $4.3 million in annual revenues. Table 14 shows a synopsis of this operation. As shown, the facility is projected to be occupied for 70 weekend days and 48 weekdays. This represents an average occupancy of 32 percent, which is similar to or less than that at the comparable venues nationally. Also shown is the annual attendance to events at the facility, which is estimated at just under 210,000. PARKING REQUIREMENTS



The one component in an attraction operation, which must be planned around absolute peaks in attendance, is parking, since the availability of a place to park is a prerequisite to attendance. As shown in Table 13 the biggest demand for parking will occur during sold out sports events and concerts. These are projected to have the capacity of 4,500 – 5,000; at an industry-average of 3.3 people per car, these 20 event days would likely require parking for about 1,500 cars. The site is assumed to have about 500 parking spaces available, so on these days the facility would have to make arrangements to use the vacant space at the airport that is currently used for a variety of city festivals. There are reported to be some 15 acres (enough for 1,800 cars) of flat undeveloped land that is managed by the Venice Airport Authority that could be rented on busy event days, for a nominal fee. A shuttle system could be used to marshal visitors back and forth between the offsite parking to the arena.
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ESTIMATED OPERATING EXPENSES Management and Staffing Assumptions In order to plan and manage an operation of this type an experienced management team will be necessary. Table 15 shows management and staffing assumptions for the subject arena if it is to attain the level of use projected. This is based on industry averages for a facility of this type. Considering the experience at other venues, a total of nine, full-time management positions and two staff will be required to run the operation at this level. As shown, annual salaries are estimated to range from $70,000 for an operations manager to $24,000 for each of the office staff positions. In total, it is estimated that the permanent management staff will require $433,000 in the first year of operation. Overall Operating Expenses Table 16 presents a breakdown of the actual amounts of projected operating expense for the Venice Circus Arena in the first year of operation. These are based on industry averages while taking into account the local economy. As shown, cost of goods sold is the largest item in the budget, accounting for approximately 18 percent of operating expenses. This is because over fifty percent of revenues are expected to be generated in the form of concession sales. As detailed previously, management salaries and wages for the subject arena are projected at $433,000 in the first year of operation. In addition to this, there will be an estimated $500,000 in full time and part time wages required for operation of the facility. All other expense categories are considered to be variable and are expressed as a percentage of gross sales. These are based on the experience of other similar venues and include advertising, shows and entertainment, maintenance and repairs, utilities, insurance, supplies, and land rent as well as other miscellaneous expenses. Overall, all other operating cost percentages are assumed to range from a high of 9.0 percent for marketing (assumed to be very important for an operation of this type) and rent to a low of 1.0 percent for supplies. In total, expenses have been estimated to average 74 percent of revenues for the first operating year or a total of about $3.2 million. Experience elsewhere indicates these are levels of performance, which can be achieved at a well-managed facility.



45



7DEOH (67,0$7('$118$/23(5$7,1*(;3(16(6 ),567


86 



),567


727$/



3(50$1(1767$))6$/$5,(6











+285/










%(1(),76











&2672)*22'6











$'9(57,6,1*352027,21











,1685$1&(











6+2:6 (17(57$,10(17











87,/,7,(6











0$,17(1$1&( 5(3$,5











6833/,(6











/$1'5(17











727$/











6285&((FRQRPLF&RQVXOWLQJ6HUYLFHV



46



7DEOH 0$1$*(0(17326,7,216 6$/$5,(6 )257+(5(129$7('9(1,&(&,5&86$5(1$



0$1$*(0(17326,7,216 2SHUDWLRQV0DQDJHU







$VVLVWDQW0DQDJHU







2IILFH6WDII 







'HSDUWPHQW0DQDJHUV (YHQW%RRNLQJ







%R[2IILFH0DQDJHU







)DFLOLW\0DQDJHU







3D\UROO+XPDQ5HVRXUFHV







'LUHFWRURI)RRG6HUYLFHV







6DOHVDQG0DUNHWLQJ0DQDJHU







$FFRXQWLQJ



 727$/ 



6285&((FRQRPLF&RQVXOWLQJ6HUYLFHV



47







SWAP MEET ANALYSIS



An additional potential use at the site, which is typical of this type of space, is an ongoing swap meet. A swap meet is a type of bazaar that rents space to people who want to sell or barter merchandise ranging from low quality items to bargain priced items of the highest quality or used goods. Many markets offer fresh produce and plants from local farms. It may be indoors, such as in a warehouse or school gymnasium; or it may be outdoors, such as in a field or under a tent. Swap meets can be held annually or semiannually, others may be conducted monthly, on weekends, or daily. Swap meet vendors may range from a family that is renting a table for the first time to sell a few unwanted household items to manufacturers of crafters directly marketing their products. There are several of these types of events locally. There are weekly outdoor events at the Sarasota Fairgrounds and the popular Dome Flea Market located on State Road 776 in Venice. The City of Venice also holds a farmers market downtown on a weekly basis. Each of these offers low-end items at bargain prices. Rather than compete with these weekly markets, we recommend holding an event once a month and try to attract a higher quality group of vendors selling products not available at the local swap meets. It could be held outdoors on the grounds of the site or be held inside the Venice Circus Arena if scheduling permits. To start the facility could offer one hundred and twenty, 400 square foot booths to a select group of potential vendors. These booths could be rented a rate of $50.00/day, based on the current market experience and attendees could be charged an admission fee of $2.00 each. Typically, a swap meet promoter would put this together and pay the facility 25 percent of his proceeds, but the arena management could also serve in this role (however there would likely be expenses at about the same 75 percent level). Table 17 shows a financial analysis of how this works. Assuming that an average daily attendance of 10,000 there would be 240,000 annual visits. At the aforementioned rental rates and admission fees, the swap meet would generate $600,000, and a net profit of $152,400 from these revenue centers. In addition to the booth rental and admission fees, the facility would control concession sales. Assuming a modest expenditure of $4.00/person, the concession operation would generate an additional $960,000 in gross revenue and $240,000 in operating profit. This potential use would generate nearly $400,000 in operating profit, which is about what the land rent for the site is projected to be.
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ESTIMATED OPERATING PROFIT AND WARRANTED INVESTMENT



Table 18 shows a ten-year net cash flow analysis for the project. It assumes that the Venice Circus Arts Foundation is able to raise $6.0 million in grants and donations and the foundation secures a conventional loan for the remaining $6.0 million in estimated development costs. Loan repayment is assumed to begin in the second operating year, allowing the Foundation to attain a positive cash flow. This analysis further discounts projected revenues by approximately 75 percent from those projected in Table 14 in order to allow for the facility mature in the market. As such, the conservative revenue projected in Table 14 is not realized until the fourth year of operation. Swap meet revenue and operating expenses are assumed to remain the same however. Deducting estimated operating costs from projected operating revenues result in operating profit (available for debt service and reinvestment and/or expansion) of some $435,820 in year one and is projected to increase to approximately $2.7 million by year ten. Operating profit averages roughly $1.75 million annually over the first ten years of operation. Allowing for a capitalization rate of 12 percent, the indicated warranted investment over the ten-year operating period is about $14.0 million, which is higher than current estimates. Table 18 continues with a net cash flow analysis assuming that the $6.0 million is raised in equity and a conventional loan is secured for $6.0 million at 6.5 percent for ten years. As shown, debt service payments would be just over $830,000, and the estimated net cash flow would be just enough to cover debt service in the first few years of operation. As the facility matures, debt coverage increases to over 2.0 times by the fifth year of operation. Cumulative cash flow hovers around $400,000 in the initial years of operation but increases significantly after year five. As a non-profit foundation, these resources can be used to fulfill the education and circus arts preservation goals of the Foundation and be utilized to further renovate and expand the facility and its offering. This represents a break-even analysis for the subject project, assuming a loan for $6.0 million can be secured under these terms. If the Venice Circus Arts Foundation is successful in raising more than the $6.0 million assumed here and therefore requires a smaller loan (or no loan at all) the facility could operate at a lower volume of usage and/or the surplus available for non-profit uses would proportionately increase.
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VALUATION ANALYSIS AND IRR



Table 19 contains a cash-on-cash, discounted cash flow analysis of the subject development; it analyzes the investment from both an investor’s perspective as well as on an overall basis and calculates the Internal Rate of Return (IRR). This analysis assumes an all equity position with no loan. As shown, we assume a sale of the project at the end of the tenth operating year at approximately 8.5 times that year's free cash flow of $2.7 million. Discounting this together with each of the cash flows over the ten year period results in an internal rate of return (IRR) of 14.5 percent for the project overall. While this would be relatively low for a for profit real estate development deal, it is certainly a sound economic return for a 501(c)3, non-profit foundation, with the ability to undertake a significant fundraising drive. SUMMARY



The analysis presented above indicates that the renovated Venice Circus Arena, if developed at a high quality level, will be successful economically and become a valuable asset in the local market. It will fulfill the Foundation’s goal of preserving the facility and preserving the Circus arts. Overall, given these financial results, the subject facility is considered to be economically feasible and will be a valuable asset to the City of Venice.
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