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Snow Valley Ski Club Lodge Redevelopment Project.



Snow Valley Ski Club Lodge Redevelopment Project



Recommendation:

1. That City Council direct the Administration to prepare a financing arrangement for the required $1.5 million for the Snow Valley Ski Club lodge redevelopment, for City Council’s consideration. 

2. That City Council approve the Administration negotiating a new ten-year Management Agreement with the Snow Valley Ski Club.

3. That City Council approve the principles as outlined in Attachment 3 as the basis for negotiating a new ten-year Management Agreement with the Snow Valley Ski Club.

Report Summary

Snow Valley Ski Club (SVSC) has approached the Community Services Department for financial assistance in arranging a $1.5 million loan to build a $3 million lodge.  If this is acceptable to the City, then a new Management Agreement will be developed to reflect principles approved by Council.

Previous Council/Committee Action

· At its November 30, 1999 meeting, City Council approved the following: 

“That the Environmental Impact Assessment Report for reconstruction of Snow Valley Ski Lodge (Attachment 1 of the November 8, 1999 Community Services Department report) be approved.”

· At its October 13, 1987 meeting, City Council approved the following: 
“That the Snow Valley Ski Club Revised 1987 Master Plan be supported on the condition that improvements will not represent a site expansion.”
The following were then concurred in: “That the recommendation be supported in its initial phase contingent upon the following: 1. That Phase 1 be approved with the exception of the North Hill Tow Rope. 2. That Phase II environmental impact assessment be reported to Council for approval prior to lodge construction. 3. That the granting level be capped at the current level and that the club be advised of its obligation to work towards a position where no subsidy is required.”

· Between 1983 and 1997, City Council approved five Lease/Agreements for SVSC.

Report

· SVSC was founded in 1948.  It assumed management and operational responsibility of the Snow Valley facility from the City in 1983, when the City determined that from its perspective, running an alpine ski facility was no longer a profitable or manageable undertaking. 

· The current management agreement expires June 30, 2001.

· Over the past seven years SVSC has seen a 210% growth in skier visits.  SVSC has outgrown the current facility and can no longer provide appropriate customer services with the current configuration of temporary trailers and a lodge built in 1972.  In addition, the lodge and most trailers have surpassed their lifecycle expectancy and are costly to maintain. 

· The 1996 Alberta Recreation Survey indicates that 28.1% of Edmonton households participate in downhill skiing, and that downhill skiing is ranked 25th of 66 activities in participation rates.

· In response to the many shortcomings of the existing physical plant and expectations of rapidly growing customer demand, SVSC began designing a new lodge in 1997 as well as developing a fundraising strategy.

· The lodge redevelopment is not intended to expand SVSC’s customer base or physical site.  It is intended to better meet customers’ needs for food services and equipment rentals, and achieve administrative efficiencies by consolidating all functions in one purpose-built facility.

· SVSC has raised $1.5 million of the needed $3 million.  SVSC had anticipated acquiring the remaining $1.5 million through a financial institution, but without ownership of the key assets, they have been unable to secure additional financial support.

· SVSC has approached the Department with a request for assistance in securing a $1.5 million loan (Attachment 1).  The Club submitted a Business Plan (Attachment 2) together with this request.

· The Department has long-standing partnerships with two non-profit ski hill operations in Edmonton, SVSC and Edmonton Ski Club (ESC).  Both organizations’ current Management Agreements put the operations on a course of progressively reduced tax levy dependence.

· The Department values the existing partnerships with both SVSC and ESC as they provide Edmontonians locally accessible, family-oriented winter recreational opportunities that the Department cannot itself provide in a cost-effective manner.  

· The Corporate Services, Asset Management and Public Works and Transportation and Streets Departments have completed reviews of the proposed lodge redevelopment project.  They view the proposed project as viable and meeting City standards and other requirements.

· If directed by City Council to prepare a financing arrangement, the Administration will develop a new Management Agreement based on the principles detailed in Attachment 3.

Budget / Financial Implications

The Finance Branch of the Corporate Services Department obtained the assistance of the consulting firm KPMG to evaluate the financial viability of SVSC’s proposal to build a new lodge.  SVSC requested $1.5 million in financing from the City which would be paid back over 10 years.  The review by KPMG (Attachment 4) concluded that, based on conservative and financially prudent projections, the proposal is financially viable.

Legal Implications

· A new Management Agreement is required.

· A Construction Agreement is required.

· A Bylaw to enable the City to provide appropriate funding assistance will be required.

Justification of Recommendation

1. National statistics suggest that, while downhill skiing participation rates are generally in a decline, there has been a 202% increase in snowboarding between 1990 and 1998.  Other newer snow sport activities such as tubing and skiboarding are also on the increase and are projected to continue on a positive trend in the longer term.

The Department supports SVSC’s plan to build a new lodge given: 

· the significant historic and projected future growth in number of participating Edmontonians at this facility;

· SVSC’s track record and continued plans to make reduced-cost opportunities available to income-limited participants;

· significant deterioration of current buildings on the site.

SVSC has demonstrated its ability to manage the hill in a business-like manner, and has been a good tenant.  The lodge proposal, business plan and proposed loan arrangement is judged by the Administration and by impartial external expertise to constitute a viable plan.

2. If the new financing arrangement with SVSC is appropriate, and to be approved, then a new Management Agreement is necessary.  The current Management Agreement expires at the end of June 2001, in any event.

3. The Department considers the proposed principles for a new Management Agreement sound parameters for a continued, constructive partnership with reduced tax levy dependence.

Background Information Attached

1. Letter dated May 23, 2000, from Jim Hillman, Snow Valley (Request for Assistance)

2. Snow Valley Edmonton Business Plan - March, 2000

3. Principles for Negotiating a New Management Agreement with the Snow Valley Ski Club

4. Snow Valley Ski Club Proposed Budget Eleven Year Forecast, 2000/2001 – 2010/2011 Seasons (KPMG Analysis)

Others Approving this Report

· Randy Garvey, Acting General Manager, Corporate Services Department

· Bill Burn, General Manager, Asset Management and Public Works Department

· Rick Millican, General Manager, Transportation and Streets

Principles:

· That the Agreement be for a ten year, non-renewable term.

· That the Agreement include the terms and conditions of a financing arrangement for the required $1.5 million for the Snow Valley Ski Club.

· That the Agreement include the option of an earlier paydown of a loan, should one be approved by City Council.

· That Snow Valley Ski Club reliance on tax levy continue to be reduced by further decrease in the management fee paid to Snow Valley Ski Club over the term of the Agreement.

· That Snow Valley Ski Club be responsible for all operating costs, maintenance and capital repairs/replacement of facility and ski lift equipment.

· That a Capital Reserve be established from Snow Valley Ski Club’s net operating revenues to pay for all maintenance and lifecycle expenses.

· That Snow Valley Ski Club be responsible for any operating deficits.

· That at the expiration of the 10 year term, all improvements revert to the City at no cost.

· Although Snow Valley Ski Club is exempt from the Non-Profit Leasing Guidelines, the agreement reflect the terms and conditions of the Non-Profit Leasing Guidelines for long term leases, except as otherwise provided in these principles.
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