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FOR I Y ~liNERS STADIUM NiAf~/~GEMEf~~' COMP/~NY

VIA EMAIL - MavorAndCouncil(a~santaclaraca.~ov

Santa Clara Stadium Authority
1500 Warburton Avenue
Santa Clara, CA 95050

Re: Field Seats

Dear Members of the Board.

May 25, 2021

~Ve have reviewed the report prepared by City Staff regarding the 49ers most recent
proposal to sell SBLs for 64 Field Seats at Levi's Stadium. That report recommends
that the Board take "no action" so that the Stadium Manager' can spend three more
months presenting "revenue options" to City Staff. An additional three months will
achieve nothing. The Stadium Manager has submitted three separate SBL proposals to
City Staff for these seats over the past two years. The Board needs to inalce a decision on
these 64 seats.

The misstatements in the latest report by City Staff would lead Board members to
conclude that the decision before them is difficult, entailing significant economic risks
for the SCSA. That is incorrect, and we will debunk the City Staff's misstatements later
in this document. The two options before the Board are simple:

Option 1: Approve the 49ers' proposal to sell SBLs orz the Field Seats at $10,000

per seat, which will generate additional net revenue for the SCSA. The precise

amount of additional revenue is impossible to pinpoint because the seats are

temporary, but there is no plausible scenario in which the SCSA would lose

money on these SBLs. The SCSA would also receive the 10%NFL ticket

stucharge on these seats, and the City would receive the $.35 per ticket Senior

and Youth Program Fee.

Option 2: Reject the proposal to sell SBLs. There would be no additional SBL

revenue to the SCSA, but the SCSA would receive the 10%NFL ticket

surcharge, and the City would receive the $.35 per ticket Senior and Youth

Pt•ogram Fee.

From an economic perspective, Option 1 is more profitable for the SCSA and we
expected it would have been approved quickly twwo years ago.
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The Stadium Lease gra~its the 49ers the right to install these 64 Seats without the
approval of the SCSA.

Hosting NFL games and selling tickets is a dynamic business. Stadiums and teams have
to keep up with changing co»sull~er eapectatio~l, which requires i•egulal• changes to the
stadium itself. The SCSA aild the 49ers understood t11is w(1en they negotiated the Lease.
Under• Section 11 of the Stadium Lease, the 49ers have the right to req~lest that t11e
SCSA inalce nlodi~ications to the Stadium that "... Te»cmt reaso»ably belie>>es will foster
ij~terest and increase arse cnno~~g prospective garests, invitees, Co~~cessio»ai~°es', sponsors
cmd ad>>ertiser~s... " (Lease sectto» 11.1)

If the SCSA decides it doesn't wish to day fol- those modifications, then the 49ers have
the right to make them at their own cost. Under Section 11.1(b): "Te»a»t shall ha~~e the
~°iglu to... male Te»cn~t Regitestecl Alteratio~~s if, ~fte~~ relirest by Te»ai~t, L~n~dlor~cl fails
to doso..."

These 64 tenlpol•ary seats are Tenant Requested Alteratio~Is / Te~lant Improvements, and
the 49ers have the Lmec~uivocal right tinder the Staditull Lease to make them, as long as
tl~e 49ers pay for the cost.

'I'eznporai-v Seats should not have SBLs:

The 49ers have been clear and consistent on this point since December 2018: te111porary
seats should not leave SBLs. Generally, SBLs for Levi's Stadium give the customers the
right to their seat for the "Life of the Stadium" ~ and rec~tiire the SCSA to refiind the
custoli~er if there• seats are removed.

City Staff requested that the 49ers cl•eate a new "SBL product" that would eliminate that
refltud obligation. The 49ers have consistently told Cit}~ Staff that is unacceptable — it
would eliminate a71 important consumer• protection feahil•e of the SBL product.

City staff s Quest to Shii~lc the SCSt~ Refiind Obligation:

The 49ers have submitted a nuillber of different SBL pricing proposals to the SCSA over
tl~e past two years, but those proposals have all bee~1 very clear on t1~is poi~lt: Tile SCSA
must be prepared to issue refunds to custonleis if the seats ai•e i•enzoved. In tlleii~ latest
report to the Board, CitS~ Staff continues to push for a product that will not require
refunds. City Staff calls this new product a "similar instrument" to an SBL and
speculates that there is an "industry expert" out there ~vho could create this product:
"Give~~ that tl~e term "si»~~ilai~ il~st~^irme»t" 1->>ns i»claeded in the Stac~iim~ Lease, it n~alces
sense that they°e ~-voiild be optio»s u»~c~ei° this categoi.7~ In~o~->>>~ to indi~st~~~ expe~°ts. "

This is a dead-end. The 49ers have explained to City Staff o~1 multiple occasio~ls for• the
past two years that removing this inlport~nt consl~Inei~ protectiol~ from the SBL contract

' There have been approximately 60,000 SBLs sold for Levi's Stadiiul~. Attached as Exhibit A are the
excerpts from the stai~darci form SBL agreement which details tl~e "Life of the Stadiw»" and the
SCSA refund obligation.
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is unacceptable. We would not sell this product to the public, and the Board should

direct City Staff to stop wasting tine trying to concoct a way to keep a customer's

money if their seats are removed. If the SCSA doesn't want to commit to the consumes•

refunds required under the SBL Ag1•eement, then it should simply not sell SBLs for

temporary seats.

IVIisstafements in the Cify Staff Repo~~t:

misstatement #1: The report by City Staff warns tl~e Board (incorrectly) that the SBL

costs will be more than the SBL revemle: "...they^e cn°e ad~a~ia~~ist~~atr've costs fo~~ both the

Stadiin~7 Ala»ager a~~d Staclizi»~ Az~t1~o~°sty to ac~»~inisfe~° these SBLs, tivhzel~ a~°e lil~ely fo

~̂ edicce or cor~~e close to t1~e $39, 099 der year. As such, the costs to Stadizci~~ Azitho~°it}~

will lilcel~~ ocrt~~eig1~ tl~e ~~°ojee/~ec~ ~°evenire cr~7d, defi~ifely, if StadCo does ~7ot age°ee to

abso~~b firtz~re costs of p~~ef~~~ia~na ticket a»~e»~ities,fo~^ these tem~orar y field seats. "

City Staff indicates that the "administrative costs" for these 64 SBL's are likely

to "come close" to $39K per year• arld those expenses would therefore "likely

outweigh the projected revenue". That is abslu•d. If the administrative costs for

64 seats were $39K per yeas•, that «could equate to an administrative cost of $609

per seat, per year. Extrapolating that per seat cost to the entire Stadium, you

would expect total SBL adininisti•ative costs to be in the range of $36.SM pet

year ($609*60,000).

• The actual SBL administ~•ative costs for servicing all 60,000 SBLs, excluding the

cost of buffets2, is in the range of $800,000 per year, which «~ol•1<s out to roughly

$13.30 per seat annually. The inerenlental administrative costs for 64 additional

seats should be less than $13.30 per seat, because the eYistillg SBL staff is

already handliizg 60,000 seats —adding 64 more seats to their workload is

immaterial.

In other words, the City Staff report has overstated the "administrative costs" for

these 64 seats by a factor of 45X. The estimate by City Staff demonstrates either

very bad math, or an attempt to ~l~islead the Board end the pl~blic.

Misstatement #2: City Staff says the calculation of the SCSA 10%NFL Ticket

Surcharge is calculated by the 49ers in an arbitrary manner: "The tables denzo~~str°ate

t7~at StcrdCo/Stczdizn~~ Nlaj~age~° ar•e able to cha»ge the Rese~~ve Ticlzet P~°ice (fo~~ ~~I~ic17

t1~e SCSA's 10% Tzcicet Sup°cl7at~ge is deg°sued) to a~~. a~•biti^a~}~ amozi»t, ~~~hich can.

i»c1°ease o~° dec~•ease f~ei~e~~ue fog° tl~e Stadizn~~ Ai~thorii}~. "

z The SCSA sold approximately 900 $80tC SBLs which include a complimentary buffet For the

customers. This resulted in SCSA revenue of more than $70M. The SCSA pays for the annual cost of

those buffets, which costs approximately $1M annually. However, the cost of the buffets is not

relevant for the 64 field seats because the 49ers (not the SCSA) have committed to paying for the

cost of t1~e F&B.
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This is false. There is clothing arbitrary about the calculatio~l, ~-vhich is performed
each year in accordance ~~~ith the express terms of the relevant contracts and NFL
rules. T11e problem is that the current City Staff -hired since Manager Santana's
arrival —don't understand the calculation. The ~9ers e~}~lained the methodology
to the pl•ior City Staff, but they all 1•esig~led after Santana's arrival.

Tlie Alternatives in the Cite Staff Report:

The report b}~ CitS~ Staff presents tl~e Boai•d with four• alterizatives. Alternative 1 (Take
~10 action) and Alternative 4 (Any other direction from the Board) require i10 fi,u•ther
commentary from the 49e1•s.

As to Alternative 2 (request reve~lue options in three months), there is no poi»t in
pl•esentiilg additional 1•even~ie optioizs. Tllat work leas already been coii~pletecl — t11e1•e
lave been three different pricing scenarios presented over the past two years. As
explail~ed above, we are clot going to (uor are the 49ers i~ec~uired to under the Lease or
Management Agree~l~ent) create a new product that allows the SCSA to avoid customer
refu~lds if tl~e tell~porai•y seats are 1•emoved. A~ly such product would be l~ai•infi~l to
consuinei•s and would not be similar to an SBL.

Altel•native 3 (Approve the SBL proposal) is cluttered with additional terms (a,b,c, and
d) rec~llested by City Staff. One of these ifeins (item d) is atl~eady covered i~7 the
Management Agreement, and part of item c is already addressed in the A~9ers proposal
(StadCo will cover the F&B for these seats). But the 49ers will not agree to the other
additional terns requested by City Staff.

Accordingly, if the Board is inclined to accept the SBL proposal put forward by the
49ers, it is necessary to revise Alternative 3 to approve the proposal, withotrt the
"additiotlal terms" proposed by City Staffthat ar•e Clot already covered in the existing
proposal/contract.

~;'nnclusinn

Foi• the past t~a~o years City Staff (1as dithered around trying to end a ova}~ to prevent the
49ers fi-onl exercising their Lease right to install these 64 Field Seats. They delayed
routine building periizits, they concocted misleadi~lg arguments about SBLs, aild wasted
our time anti yours.

We enco~u~age the Boai•d to accept the SBL proposal so that eve can immediately begin
selling SBLs for these seats, ~~~l~icll will generate additional SBL net revenue for t11e
SCSA.

Alternatively, the Boai•cl can decide to reject the proposal, oi• take i10 action, ii1 «~hich
case the 49ei•s will install the temporary seats for• the 2021 season, and the SCSA will
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receive the l 0%NFL ticket surcharge aild the City will receive the $.35 per ticket Senior

and Yotrth Program Fee.

Sincerely,

Y,1... ~ ~~-t~~ ~
Larry MacNeil

CC: Deamla Santana, Executive Diiector

Brian Doyle, Stadium Authority Counsel

Christine Jung, Assistant to the Executive Director

4900 Marie P. DeBarfolo Way I Santa Clara, CA 95054

Page 5 of 6
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"Eac1~~ SBL sl~crll, szrbject to ear~lier~ ter~»~~inatio» as~r°oviclecl I2er~er», ~~e~~7crp~~
ire effector° P~~e Life of'tl~e ,S't~rdia~f~~."

"I~~ the eve~~t the Stadizrr~~ Azitl~oi^it~~ r~otif es Lzcensee that they°e is no
Cornper~~crble Secit(s), t1~e~~ Lr'een~see s1~caXl 1~crve the ~°ig1~t to te~~~»~inate this
License Age°eeme~~f typo». »once to t1~e Stcrdzui~~ A~crtl~o~°i~j~, Paz ~t~IPiclz e~~e~~t
t/ze ,St~r~ldc~ra~ ~4~rtlro~~ity s/?cell, tivitlza~a ~i~;ty (60) clays followaa7~g .such t~~ofice
of'tee~r~~ai~~zcctiota, f~e~ar~~r7 to ~icej~see tl~e ~I~rcea~zorPizec~ Poi°t°eo~~ of the Lzce~ase
~'eeo Foy^ pza^poses of t12as License Agl°eer~~ent, can SBL 1a~all be assuln~ecl to
I~crve cr life of tl~ir~t~~ (30) yecr~~•s czf~d tl~e c~ppliec~ble ci»zo~•tizatio» ~~vill be
sty aigl~t-lane (e.g,, if cr~7 SBL ~vit1~ crn initial cost of $20, 000 (pare i~~hill) is
ter~»~ir~~ctted cfter~ t1~~°ee (3) yecri°s, the Licensee 1-vould r°eeeive a ~°efi~ncl in t1~e
a»~ozri~t of $18, 000; szrcl~ cn~~ozrl~t, tl~e "Uncu~~ortized Por~tzon of the Lice~~se
Fee " "
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