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Edmonton Trapper Baseball Club:  Request for Elimination of Annual License Fee.

Edmonton Trapper Baseball Club: Request for Elimination of Annual License Fee



Recommendation:

That the request by the Edmonton Trappers Baseball Club as outlined in Attachment 1, for the elimination of the annual license fee for the use and occupation of Telus Field, be denied.

Report Summary

· This report provides a response to the request made by the Edmonton Eskimo Football Club, owners of the Edmonton Trapper Baseball Club, for the elimination of the $100,000 annual license fee charged for the use and occupation of Telus Field.

Previous Council Action

· At the City Council meeting of December 14, 1999, City Council approved the execution of a Consent and Assumption Agreement, Right of First Refusal, Unanimous Shareholders Agreement, Joint & Several Franchise Covenant, Assignment of Admission Surcharge Agreement, Assignment of Events Concession Agreement; and an Estoppel Certificate between the Edmonton Eskimo Football Club (Eskimos), Trappers Baseball Corp., Edmonton Trapper Baseball Club (New Trappers) and the City of Edmonton, in order to facilitate the sale of Old Trappers to New Trappers.  The closing date for the Agreements to which the City was a party was December 17,1999.
· At the City Council Meeting of August 4, 1994, City Council approved the execution of an amended Master Agreement between the City of Edmonton, Trappers Baseball Corp., Peter Pocklington, Pocklington Financial Corporation, and Edmonton Oilers Corp.
· At the City Council Meeting of July 26/27, 1994, Council approved the construction of a new stadium at John Ducey Park and the execution of a Master Agreement with Trappers Baseball Corp. (Old Trappers), Peter Pocklington, Pocklington Financial Corporation, and Edmonton Oilers Hockey Corporation.  The Master Agreement outlined the construction provisions for Telus Field including project management, construction budget, financial arrangements and the use and operation of the completed facility by way of a Grant of License, with Old Trappers.
Report

· The Consent and Assumption Agreement allowed the New Trappers to make a full assumption of all the relevant covenants of the Master Agreement, which includes the Grant of License.  A summary of the License Terms and Conditions is outlined in Attachment 2.

· The annual license fee of $100,000 represents the recovery of a portion of the City’s contribution towards the development of Telus Field.  In total, the City spent over $6 million for its share of the development of Telus Field.

· The Old Trappers met the financial obligations of the Grant of License until the end of 1999.  However, the New Trappers have not made any payments and the license fees are outstanding for 2000 and a portion of 2001 to March 31, for a total of $125,000.

· The New Trappers retain all revenues derived from parking, food, and beverage sales, souvenir and novelty sales, advertising sales, media systems, telecast and broadcast rights, private suites, and naming rights during baseball season for scheduled baseball games, practice days and Trappers entertainment events.  Should Telus Field be used by the City of Edmonton for its events, the revenues are retained by the City.

· The New Trappers are liable for payment of sales taxes, business taxes, the entire school portion of property taxes and the municipal portion of property taxes on the part of the Facility used for liquor sales.  An agreement is in place to allow a surcharge on ticket sales to be used to pay the property taxes, which are current.  The New Trappers are entitled to retain any surplus collected under the surcharge agreement, which historically has been approximately $25,000 per year.

Financial Implications

· The New Trappers have advised that the financial statements prior to the transfer of ownership are not available.  Therefore, Administration has only been able to review the last three months of 1999 and the 2000 financial statements of the New Trappers.  The lack of historical data prevents Administration from carrying out a trend analysis.

· It should be noted from the information supplied by the New Trappers for the 2000 operating year, that the net operating loss, prior to the amortization of capital assets and franchise costs, is $388,000.

· The 2000 income statement shows an annual administrative charge of $814,000, which includes an annual $150,000 management fee, paid to the Eskimos.

· Consent to this request will result in a revenue loss to the City of $2 million dollars over the remaining term of the agreement.

Alternative Approach

· Given the Trappers’ operating deficit in 2000, Council may opt for granting the elimination of the license fee for 2000, with the opportunity for future annual fee waivers for those years in which the Trappers incur a deficit.  Any requests for such license fee waivers would be subject to Administration’s review of the Trappers’ financial statements.  This option is presented because it is the Administration’s understanding from Eskimo management that when the Eskimos assumed ownership of the Trappers in 1999, it was understood that the City would consider additional financial support should it be needed in the future.  
Justification of Recommendation

· The Master Agreement assumed by the New Trappers and the Eskimos through the Consent and Assumption Agreement clearly obligates the New Trappers to pay an annual license fee of $100,000 for the use and operation of Telus Field.
Background Information Attached

1. Letter from Edmonton Eskimos Football Club dated February 23, 2001.

2. Summary of License Terms & Conditions.

Background Information Available on Request

1. Report approved by City Council on July 26/27, 1994.

2. Report approved by City Council on August 4, 1994. 

3. Report approved by City Council on December 14, 1999.

4. Master Agreement dated July 14, 1994.

Others Approving this Report

1. J. Tustian, General Manager, Community Services

2. R. Garvey, General Manager, Corporate Services

3. A. Jarman, City Solicitor, Law Branch, Corporate Services

Term:
25 years - April 1, 1995 to March 31, 2020.

Renewal Term:
15 years, April 1, 2020 to March 31, 2035.  At an annual license fee, to be determined at that time, but not to be less than $100,000. 

License Fee: 
$100, 000 per year, payable monthly at $8333.33.

Trappers Use: 
Baseball season for scheduled baseball games, practice days and Trappers entertainment events.

City Use:
The facility will be available for City events and other special events on any days not granted to the Trappers. The City will pay a daily user fee for such use.

Daily User Fee:
The daily cost of operating the facility excluding overhead costs or profits, but including direct actual administrative costs. 

Concession Equipment:
The Trappers installed and own the concession equipment, are responsible for repair and replacement and retain all revenue.

Parking Lots:
The Trappers have the right to use and retain all revenue from the parking lots during scheduled baseball games and Trappers entertainment events.  Trappers are responsible for repair and maintenance, excluding weed control of the parking lots.

Taxes:
The Trappers are responsible for business taxes, sales taxes, and the entire school portion of property taxes and the municipal portion of property taxes on the portion of the facility used for liquor sales.

Operation, Repairs, Replacement and Maintenance of the Lands and Facility:


The Trappers are solely responsible for the costs of the facility operation, except for structural repairs.  The City may annually inspect the facility to ensure all required maintenance is properly undertaken.

Structural Repairs:
All underground services, footings, precast concrete, brick block or concrete walls, poured in place concrete, foundations, bearing walls and structural beams, columns and supports, but not including metal roof or other type of roof of the facility and roof membranes, insulation or roof gravel.

Artificial Turf Replacement:
The City of Edmonton & Trappers are to share the cost of replacement, proportional to the percentage of days used by each during the turf’s lifetime.

Trappers Revenues:
Food & beverage sales, souvenir and novelty sales, advertising sales, media systems, telecast & broadcast rights, private suites, parking lots, naming rights.
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Routing:



Transportation & Public Works Committee, Council

Delegation:


W.D. Burn

Written By:


V.M. Devoe

March 14, 2001
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