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MEADOW BROOK THEATRE LEASE AGREEMENT

Division/Department:  Finance and Administration

Summary:
Oakland University has operated Meadow Brook Theatre (MBT) since 1967 as a non-profit, professional theatre, producing or presenting high-quality theatre productions in its 584 seat auditorium.  MBT is operated as a self-supporting auxiliary operation with revenues generated through ticket sales, gifts and grants from the State of Michigan, foundations, corporations, and individuals, as well as direct and indirect support from Oakland University. 

Until the early 1990’s, theatre operations were closely linked to the operation of Meadow Brook Music Festival, through shared management and fundraising.  With the leasing of the music festival to an outside promoter in 1992, MBT began operating on its own, with particular emphasis on developing its own fundraising activities.

From fiscal year 1989-90, the theatre carried an accumulated deficit fund balance, until June 30, 1997, when the University wrote off the deficit balance of over $1.2 million, and began providing direct cash support each year.  Despite that support, and significant efforts to modify operations, the theatre has an accumulated deficit balance of $318,000 as of June 30, 2002.  Despite strong ticket sales and improving development activities, the theatre still runs the risk of not breaking even each year, particularly with an uncertain economy and cuts in state funding.

Theatre management has explored and implemented alternative strategies and operating options in the past several years, and University administration and the Board of Trustees have had many discussions regarding these options.  Another such option has presented itself; leasing the theatre facilities to an outside organization to present theatre productions.  The University administration has had discussions with 

Kangaroo, LLC to lease the theatre and a proposed agreement has been drafted.  Highlights of the proposed agreement include:

· Continued presentation of professional theatre productions and related events as Meadow Brook Theatre.

· Ten year lease, beginning July 1, 2003, with an option to extend the lease upon terms mutually agreeable to both parties.
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· Guaranteed rent payment per playing weeks, with a guaranteed minimum number of playing weeks each year.

· Additional rent payment based on tickets sold.

· Opportunities for student internships, collaborations with academic programs and special events at the theatre.

Action to be Requested at Next Formal Board Meeting:
At the May 7, 2003 meeting of the Board of Trustees, approval will be requested of the Meadow Brook Theatre Lease Agreement between Kangaroo, LLC and Oakland University.

Budgetary Implications:
The University will receive lease payments for the rental of the theatre facilities.  Additionally, the general fund support of the theatre operations will cease, and the university will reduce its risk of the theatre operating at a deficit.  

Personnel Implications:

Meadow Brook Theatre staff, employed by both the University and Meadow Brook Performing Arts Company, will be subject to the layoff provisions of their respective union or individual contracts.

Attachment:

A. Draft of Meadow Brook Theatre Lease Agreement between Kangaroo, LLC and Oakland University
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