Agenda Report

December 16, 2013

TO: Pasadena City Council
FROM: Rose Bowl Operating Company
SUBJECT: UCLA LEASE AMENDMENT

RECOMMENDATION:
It is recommended that the City Council:

1. Find that the action proposed herein is exempt from the California Environmental
Quality Act (CEQA) pursuant to State CEQA Guidelines Section 15301 (existing
facilities) as the ((leasing or licensing, whichever is appropriate)) of an existing
facility

2. Approve a lease amendment between the RBOC and UCLA.

ROSE BOWL OPERATING COMPANY RECOMMENDATION:

The Rose Bowl Operating Company Board is scheduled to consider this item at a
special meeting on Friday, December 13. Staff will update the City Council on the
outcome.

BACKGROUND:

The City/RBOC and UCLA entered into a new 30-year Lease on November 8, 2010 to
enable the Rose Bowl Renovation Project to move forward. In January, 2013, the
RBOC and City Council approved additional funding for the renovation project in the
amount of $30 million. At the time, it was recognized that contract amendments with
both UCLA and the Tournament of Roses would be required due primarily to the fact
that some of the project elements were not able to be completed as scheduled when the
tenant agreements were negotiated. In addition, this provided an opportunity to
restructure some of the provisions in the Agreement to better align the mutual interests
of City/RBOC and UCLA, which provide a significant financial savings to the RBOC until
substantial completion has been met.

The UCLA agreement is currently structured so that UCLA's primary contribution is
based on the RBOC not having to pay for premium tickets, as was the case in the prior
agreement with UCLA. This amount could exceed $1 million annually. There are other
provisions in the Lease that also do not go into effect untii RBOC declares substantial
completion of the project elements, including the elimination of RBOC sharing
concession revenue with UCLA, discontinue the requirement that UCLA contribute
$175,000 to RBOC for TV revenue, and allowing RBOC to charge a $5 per vehicle
parking surcharge at UCLA home football games. The Amendment allows for these
provisions to go into effect retroactively to the beginning of the 2013 football season.
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The net positive impact to RBOC is expected to be over $1.4 million per year. Based on
the current assumption of not attaining substantial completion for 5 years (FY 2019), the
impact of changing these provisions alone would have net fiscal impact to RBOC of

$7.7 million.

Impacts to CityyRBOC FY2014 FY2014-18

Premium Seating Tickets (1,000,010)  (5,000,050)
Share of Concessions (297,000) (1,545,600)
Parking User Fee (350,000)  (1,986,200)
TV Revenue Share 175,000 875,000
TOTAL (1,472,010) (7,656,850)

Revenue from premium seating is the most significant revenue source identified in the
renovation project funding plan. The maximum revenue from premium seating sales is
$8.4 million per year (in FY2104 dollars), and it is important that the interests of UCLA
and the RBOC are aligned to maximize success.

The changes in the amendment create mutually beneficial incentives to UCLA and
RBOC by incentivizing UCLA to assist RBOC in maximizing the sales of premium
seating. It is expected that Premium Seating Sales would be positively impacted by at
least 3% with UCLA providing the additional promotional support proposed in the
Amendment.

Premium Seating sales are expected to exceed 80% of potential revenue in FY2014
and feedback from patrons and guests have been excellent. This, coupled with positive
comments from promoters of other events held at Rose Bowl provides great optimism
that the sales opportunities will continue to be strong into the future and staff believes
this Amendment increases the likelihood of that success.

The Amendment allows for the following changes to the Lease terms:

» Clarify lease terms and provide an enhanced level of cooperation between the
parties

o Provide UCLA 12% of net revenues from premium seating and horizon level club
sales (less commissions) for UCLA Home Games instead of 50% split of horizon
level lounge membership sales

¢ Implement the financial terms as noted above that would not have gone into
effect until substantial completion was met.

e Provide UCLA access to North Media Center for development/fundraising use
(maximum 150 guests per game), which includes complimentary catering
services; and allows RBOC to provide Premium Seating marketing materials and
tours to guests.

e Expand UCLA's cooperation with premium seating marketing
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The Amendment also clarifies which outstanding renovation project elements are
required to be completed in order to attain substantial completion. Those elements are
tied to rent credit benefits to UCLA in case they are not completed as defined under the

Amendment.
The following items would be completed prior to the first home game in 2015 or UCLA

would receive a rent abatement of $850,000 per season until such work is completed:
o Complete field wall and historic hedge restoration at east and west sidelines
¢ Construct two new public restrooms (tunnels 23A and 28A)
¢ Modify existing tunnels 7A and 15A for use as field level exit path
¢ Reconfigure maintenance work areas under stadium at south end to
accommodate new restrooms structures
¢ Construct new bio swale

It is important to note that this work is already funded and the construction
contracts have been awarded. The work is scheduled to begin in January, 2014,
and be completed by August, 2014.

In addition, the following additional project elements would be completed prior to
UCLA’s first home game in 2018 or UCLA will receive a rent abatement of $100,000 per
season until such work is completed:

e Upgrade 8 entry gates with new stadium signage and sponsorship opportunities

e Expand concourse area between Gates D and F

e Transfer existing structures to be fed off of new 17 kv service and utility

backbone
e Upgrade service yard and storage at north side of stadium
e Upgrade 46 temporary concession stands

The funding for this work is included in the current funding plan, which includes
contributions from Legacy Connections. To date, Legacy Connections has
raised more than $13 million, which is anticipated to be enough to fund the above
referenced work.

Staff believes that approving this Amendment will enhance RBOC's ability to meet its
debt service obligations and operational objectives, including the completion of the
project. Below is a comparison of the anticipated 30 year revenue with and without the
Amendment. The table shows the anticipated benefit associated with enhanced
cooperation with UCLA for selling premium seats. Also included in the table is a
comparison showing the change in net income depending on when substantial
completion is achieved, 2015 verses 2018. Staff believes 2018 is a more realistic
timeframe for achieving substantial completion.
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SUMMARY OF CITY FINANCIAL MODELS

FY 2018 Substantial Completion

Current Agreement
Amended Agreement With UCLA Cooperation Benefit
Difference

Current Agreement
Amended Agreement Without UCL.A Cooperation Benefit
Difference

FY 2015 Substantial Completion

Current Agreement
Amended Agreement With UCLA Cooperation Benefit
Difference

Current Agreement
Amended Agreement Without UCL A Cooperation Benefit
Difference

NPV Total
$12.373,412 $24,757,099
$17.269,361 $29,570,948

$4.895.949 $4.813,849
$12.373.412 $24.757.099
$13.705,042 $21.870,334
$1.331.630 (52.886.764)
$17,422.731 $31.692,109
$17,998,983 $30,650,130
$576.252 ($1.041,979)
$17,422.731 $31.692.109
$14,434,064 $22.949.516
{($2.988.067) ($8.742,593)

Source: Andv Green 11-4-13 Models.

ENVIRONMENTAL

The action proposed herein is an amendment to an existing lease ((or license
agreement, whichever is appropriate)) to the existing Rose Bowl Stadium. State CEQA
Guideline Section 15301 (existing facilities) from further environmental review the
leasing and licensing of existing facilities where there is negligible or no expansion of
the use. The action proposed herein falls under this exemption and does not expand the

use beyond what is currently allowed.

FISCAL IMPACT:

The total estimated cost of the project is $182 million.
generate a net present value of $17.3 million over the 30 year lease period, which is an

increase of nearly $5 million to the RBOC.

Darryl Dunn, General Manager

The project is expected to
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