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A Reality Check for the Penguins 
 
Penguins� owner Mario Lemieux has expressed his frustration over the lack of progress by local 
politicians to raid taxpayer dollars for his new arena.  He offers this simple threat�the team will 
be a �free agent� after the lease with the Mellon Arena expires following the 2007 season.  His 
threat might carry more weight if it weren�t for these simple facts:  the City is in financial 
distress; the County has announced more than 200 layoffs; and the National Hockey League is on 
very shaky financial ground.  Taxpayer coffers, which should not be underwriting private 
ventures, are simply empty. 
 
Since Mayor Murphy and County Executive Dan Onorato have well publicized budget problems, 
Mario has shifted the focus for tax money to the state and Governor Rendell.  The Governor has 
suggested that revenues from proposed slot machine legislation be used to fund a new arena in 
Pittsburgh.  Slot machines have not been approved and if they are, they may not generate enough 
money to cover all of the projects that have been mentioned�airport debt, convention center, tax 
relief, etc.  The key to Rendell�s slot machine legislation is school property tax relief.  If slot 
revenues fail to materialize as the Governor envisions, will property tax relief take a back seat to 
the new arena?  It will if bonds are issued and slots revenues are committed to repayment.  If the 
slots revenue cannot cover the bond payments in any of the next 30 years, where will the money 
be found to make the payments?  Will state taxpayers be obligated to make up the shortfall? 
 
Mr. Lemieux claims that the Penguins ownership group has acted in good faith by investing $14 
million toward a new arena by purchasing the former St. Francis Hospital for $8 million.  He did 
not elaborate on how the other $6 million has been spent�since the onus has been on the Sports 
and Exhibition Authority to devise a plan�and the Penguins have not offered a plan of their own.  
In fact, the Penguins have rejected three plans to date:  the SEA plan, the Allegheny Institute 
plan, and the plan offered by Sports Finance & Management Group.   
 
Our plan (www.alleghenyinstitute.org/reports/02_08.pdf) was deemed unacceptable because it 
put the responsibility for repaying the bonds with money diverted from revenue streams at arena 
events.  The SFMG proposal has been rejected because the team believes it cannot be 
accomplished as proposed and is possibly worried about not getting enough revenue from the 
venture.  The SEA plan was rejected because it requires the team to contribute 39 percent ($108M 
of $278M) to the cost of the project.   
 
Even more important, all of this will be moot if the NHL does not right its own financial ship.  
The league estimates that its 30 teams lost a combined $300 million during the 2002-03 season.  
A Forbes Magazine study puts the figure closer to $123 million, but claims that less than one-
third of the teams were profitable.  The new television contract signed by the NHL with ESPN 
will be half of the previous agreement ($60M vs. $120M) and the deal with NBC will be revenue 
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sharing�meaning the league will not see a penny until the network has covered its production 
expenses�a deal similar to that of the Arena Football League.   
 
The NHL is in a very precarious position with their TV revenues and impending labor dispute.  It 
is widely believed that if the league does not obtain a hard salary cap from its players, many 
teams will be unable to survive.  Pittsburgh has often been mentioned to be on the short list of 
teams that could fold.  Teams with newer arenas�such as Washington, Phoenix, and Carolina�
are losing money.  Buffalo and Ottawa recently emerged from bankruptcy, but their finances are 
still fragile.  New arenas are not the answer to declining attendance and television ratings.  The 
Pittsburgh Pirates experience has confirmed that all too painfully for local taxpayers. 
 
Lemieux claims that the team will be a free agent after the 2006-07 season and he may sell and/or 
move the team.  According to a CNN/Money report, there is a glut of professional sports teams 
on the market, depressing sales prices.  The NHL franchise in Anaheim has been for sale for over 
a year as its asking price continues to fall.  The Atlanta Thrashers�along with the NBA�s Atlanta 
Hawks and the recently built Phillips Arena�were sold in March 2004 for a total of $250 
million.  It has been mentioned that at least five other NHL teams may be up for sale.  With 
franchises losing money and teams coming up for sale every year and the state of the NHL still 
hanging in the balance, the Penguins threat to sell and move seems premature.   
 
While we are sympathetic with the financial plight of the Penguins, we would suggest another 
solution to their problem.  Instead of threatening local politicians who have no money to give, the 
Penguins should focus their efforts on finding private funds to build their arena.  They can go to 
the corporate community, much like Columbus did with the privately funded Nationwide Arena, 
and find sponsors for a facility.  Instead of dismissing out of hand proposals like the Allegheny 
Institute�s and SFMG�s, they could spend more time investigating the possibilities of using 
private funding.  Even if the city and county had the finances, taxpayer funding for private arenas 
is poor public policy.  The only beneficiaries are the teams and their fans while taxpayers get 
stuck with the bill.  
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