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Santa Clara Stadium Authority

Agenda Report

18-1414 Agenda Date: 10/29/2018

REPORT TO STADIUM AUDIT COMMITTEE

SUBJECT
Status of Harvey M. Rose Associates Audit Recommendations

BACKGROUND

On November 27, 2017, staff presented the following to the Ad-Hoc Stadium Audit Committee
(Committee): (1) standard audit recommendation tracking matrix listing the thirty-seven audit
recommendations, (2) designation for the status of the recommendation (e.g., Complete, Partially
Complete, or Not Implemented), and (3) action taken to date. This matrix continues to be used as a
tool to track staff's progress and will continue to be presented to the Committee at future meetings.

On March 19, 2018, staff provided an update to the Committee on the progress towards
implementing the thirty-seven audit recommendations.

DISCUSSION

The attached Harvey M. Rose Audit Recommendations matrix provides the auditor’s
recommendation and a detailed description of the action taken as of October 2018. The matrix is
color coded by status with items that were previously deemed as completed shown in grey, new
proposed completed items shown in green, and partially complete (items that are in process) shown
in orange.

The table below shows that 68% (25 of 37) of audit recommendations are complete and none are in
the “Not Implemented” status-a near 40% increase in completed audit recommendations since
March. Table 1 reflects staff's progress of implementing the audit recommendations from March to
October 2018:

Table 1: Summary of Audit Recommendations Status - March to October 2018

Progress of Audit | Progress of Audit
Recommendations | Recommendations %
Status as of March 2018 as of October 2018 | Change
Complete 18 25 39%1
Partially Complete 14 12 14%|
Not Implemented 5 0 100%|
TOTAL 37 37

During the last seven months, staff has made significant progress in implementing the audit
recommendations and other management/oversight improvements of the Stadium Authority. Some of
the remaining outstanding audit recommendations are more difficult to implement as they require
cooperation, collaboration, and/or consent from ManCo and StadCo as noted in the updates of the
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attached matrix, for example:

o Recommendation #1.| requires amending the Management Agreement and the Amended and
Restated Stadium Lease to correct conflicting language concerning the furnishing of the
Annual Statement of Stadium Operations; and

e Recommendation # 1.0 requires amending the Management Agreement to require formal
and/or informal bidding procedures.

Staff has been successful in implementing the audit recommendations and strengthening oversight of
Stadium Authority operations. One of the key results from the audit is the recent inclusion of Non-NFL
event information in the Stadium Authority’s Financial Status Report for the Quarter and Fiscal Year
Ending March 31, 2018 which provided a greater level of transparency and provided the overall
financial results of the Non-NFL events while still maintaining the confidentiality related to a specific
event.

That information alone provides greater transparency about management decisions made with
respect to scheduling of Non-NFL events, revenue or losses, and foundational information about
future public policy making decisions relative to neighborhood impacts.

Since presenting the information, staff has completed analyses of the remaining Fiscal Years and the
following table reflects the Non-NFL event information for all four years of Stadium operations and is
responsive to recommendations 1.M and 2.B:

Net Revenue for Non-NFL Events

2014115 201516 2016117 2017118
No. of No. of No. of No. of
EVENT TYPE Events NetRevenue Events Net Revenue Events Net Revenue Events Net Revenue
Ticketed Events
Concerts 0 $ -l 7 $ 3791985 4 $ 2424572 2 $ 1,819,099
Sporting events:
Footbal (non-NAL) 5 (3,007,907)] 4 (2,316903)] 4 (2946,165) 4 (3,601,827)
Soccer 2 3948144 2 891300 5 24142001 3 3,228,754
Mscellaneous events 2 2504912 4 (149392)] 5 (159,175)] 4 76,379
Subtotal Ticketed Events 9 $ 3445149 17 $ 2216989 18 $ 1733441] 13 $ 1522405
Special Events (w eddngs, corporate events, etc.) 186 $ 1762404 | 204 $ 3862027 ) 127 $ 3583453 113 $ 3640924
Total Non-NFL Net Revenue 195 $ 5207563 ) 221  $ 6079016 ] 145 $ 5316894 | 126 $ 5,163,320
Total Performance Rent paid to the General Fund* $ 2513777 $ 2,932,008 $ 2,533,447 $ 2439,164
Average General Fund Revenue per Ticketed Event $ 184,782 $ 62899 $ 45887 $ 55322

*Performance Rent is calculated at 50% of the net revenue for Non-NFL events less performance-based credt of 50% of fixed Ground Rent

As shown in the table above, the average net income per ticketed event that benefits the City of
Santa Clara’s General Fund ranges from a high of $184,782 in 2014/15 (the first year of operations)
to a low of $45,887 in 2016/17. Based on the analysis shown above, it is evident that concerts,
soccer, and special events (weddings, corporate events, birthday parties, etc.) are positive revenue
generators for the Stadium Authority. However, it is clear that Non-NFL football events (college and
high school) have generated substantial losses to the Stadium Authority for all four years. This trend
aligns with recent Stadium Authority Board action to establish a separate agreement for the College
Football Playoff (CFP) to safeguard the SCSA against the negative fiscal impact relative to this event
- which most recently for the Atlanta CFP game resulted in local subsidies of approximately $12 - $14
million. The value of this information illustrates that these losses have a direct impact on reducing the
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Performance Rent that is paid to the City’s General Fund.

As the next step in completing the audit recommendations, staff intends to return to the Committee in
March 2019 to provide an update on the remaining 12 audit recommendations.

COORDINATION
This report was coordinated with the City Attorney’s Office.

ENVIRONMENTAL REVIEW

The action being considered does not constitute a “project” within the meaning of the California
Environment Quality Act (“CEQA”) pursuant to CEQA Guidelines section 15378(a)(4) in that it is a
fiscal activity that does not involve any commitment to any specific project which may result in a
potential significant impact on the environment.

FISCAL IMPACT

There is no fiscal impact to the Stadium Authority with this status update; however, there are
decisions that the Ad Hoc Committee will recommend to the SCSA Board that may have a fiscal
impact. Further, staff is currently analyzing the audit data to determine if any additional
reimbursement is due from the Stadium Authority to the City’s General Fund.

PUBLIC CONTACT

Public contact was made by posting the Ad-Hoc Stadium Audit Committee agenda on the City’s
official-notice bulletin board outside City Hall Council Chambers. A complete agenda packet is
available on the City’s website and in the City Clerk’s Office at least 72 hours prior to a Regular
Meeting and 24 hours prior to a Special Meeting. A hard copy of any agenda report may be
requested by contacting the City Clerk’s Office at (408) 615-2220, email clerk@santaclaraca.gov
<mailto:clerk@santaclaraca.gov> or at the public information desk at any City of Santa Clara public

library.

RECOMMENDATION
Note and file an update on the Status of the Harvey M. Rose Associates Audit Recommendations.

Reviewed by: Angela Kraetsch, Treasurer
Approved by: Deanna J. Santana, Executive Director

ATTACHMENTS

1. Status of Harvey M. Rose Associates Audit Recommendations

2. Recommendation 1.N - Letter to Stadium Manager

3. Recommendation 2.A and 2.1 - Letter to ManCo

4. Recommendation 1.F and 4.C - Letter to Stadium Manager

5. Recommendation 2.D - Overview of Comprehensive Audit Program
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SCSA

Santa Clara Stadium Authority

October 1, 2018

Mr. Jim Mercurio, Stadium Manager

San Francisco Forty Niners Management Company
4900 Marie P. De Bartolo Way

Santa Clara, California 95054

SUBJECT: Management Agreement 3.3

Dear Mr. Mercurio:

Over our past monthly meetings, I have advised of the need for your compliance with Stadium
Management Agreement Section 3.3.* In addition to the other compliance matters that we have discussed,
I am reminding you that per the terms of the Stadium Management Agreement.

Stadium Manager shall furnish the Executive Director, within 45 days of each Non-NFL Event
with attendance projected to exceed 25,000 and on a quarterly basis for all other events, such
written revenue or other reports relating to Non-NFL Events as the Parties may agree from
time to time.

To date, I have not received any written reports as required by the foregoing provision. Our records show
that the Stadium Authority Executive Director has never received such reports since Stadium
Management Company (ManCo) began operations at the Stadium. ManCo will remain out of compliance
with the Stadium Management Agreement, unless it provides within 30 calendar days all of the
past due required quarterly written reports in accordance with the Stadium Management
Agreement that contain the following information for all Non-NFL Events:

¢ Brief Event Narrative (overview report on event highlights)

e Event Contract

¢ FEvent Pro-Forma

e Profit & Loss Statement detailing all revenue and expense items, including all Non-NFL Event
Revenue as defined in the Amended and Restated Stadium Lease?

¢ Statistical Event Data such as number of tickets sold, number of tickets scanned, total number of cars
parked (main lot and offsite lots), etc.

For the Non-NFL Events with attendance not projected to exceed 25,000, please provide quarterly
reports as outlined above in accordance with the Stadium Authority fiscal year calendar:
by March 31, June 30, August 31 and December 31. Additionally, according to the Levi’s Stadium
events calendar, the last Non-NFL Event was the 2018 International Champions Cup on August 4, an
event with attendance projected to exceed 25,000. I expect to receive the written report, as detailed

1 Section 3.3 (Quarterly Status Meeting) of First Amendment to Stadium Management Agreement made and entered into as of
November 13, 2012 by and between the Santa Clara Stadium Authority, Forty Niners Stadium Management Company LLC, and Forty
Niners SC Stadium Company

2 Section 12.8 Non-NFL Event Revenue



Mr. Jim Mercurio, Stadium Manager
Re: Management Agreement 3.3

October 1, 2018
Page 2 of 2

above, for this event within a week of this letter and for the upcoming concert within the time frame
established by the Management Agreement.

These written reports do not replace the existing staff-level administrative processes of ManCo providing
data for each Non-NFL Event to Santa Clara Stadium Authority (SCSA) as it becomes available. ManCo
should continue providing ticket and parking data by email to SCSA Treasurer or her delegate and load
data on the shared laptop in the SCSA Stadium office.

Thank you in advance for your compliance with the Stadium Management Agreement. If you have
records indicating that Stadium Authority Executive Director received the required information according
to the Stadium Management Agreement terms, please provide me with those records.

Sincerely,

WW

Deanna J. Santana
Executive Director

ce: Stadium Authority Board
Walter C. Rossmann, Chief Operating Officer
Brian Doyle, Stadium Authority Counsel



SCSA

Santa Clara Stadium Authority

October 9, 2018

Mr. Scott Sabatino

Forty Niners Football Company LLC
4949 Marie P. DeBartolo Way
Santa Clara, CA 95054

RE: Amended and Restated Non-Relocation Agreement

Dear Mr. Sabatino:

Per Article 5 of the Amended and Restated Non-Relocation Agreement the Team (“49ers”) shall collect,
on the Stadium Authority’s behalf, the NFL Ticket Surcharge for all NFL Surcharge Games in an amount
equal to ten percent (10%) of the Ticket Receipts and shall deliver to Stadium Authority all collected NFL
Ticket Surcharges for each such NFL Surcharge Game within ten (10) days after the game is played.

The Stadium Authority currently receives a summary spreadsheet from the 49ers that provides the
following information:

e Net amount for NFL Ticket Receipts

e Calculated Senior/Youth Program Fees

e Calculated NFL Ticket Surcharge

e Number of Tickets Sold per NFL game

However, the Stadium Authority does not receive supporting documentation in order to independently
verify that the NFL Ticket Surcharge and Senior/Youth Program fees that are reflected in the summary
spreadsheet are calculated correctly. On May 17, 2018, Santa Clara Stadium Authority (SCSA) staff met
with StadCo representatives to review ManCo/StadCo’s accounting system and at that meeting
requested that we be provided all supporting documentation for the SCSA financial reports.

Therefore, | am requesting the following information in order to perform a due diligence audit to
confirm the amount of NFL Ticket Surcharge and Senior/Youth Program fees that are delivered to the

Stadium Authority:
e Relevant reports and documentation that would provide back up for the NFL ticket surcharge
summary report in order to retain permanent verification of the accuracy of the calculated

surcharge; and

e Independently prepared reports and documentation to back up the number of NFL tickets sold
for each fiscal year in order to verify the accuracy of the calculated Senior/Youth fee.

If you have any questions please do not hesitate to contact me at akraetsch@santaclaraca.gov or 408-
615-2342.

%ew’
A a/{Faetsc

Treasurer

cc: Executive Director
Stadium Authority Counsel



SCSA

Santa Clara Stadium Authority

October 18, 2018

Mr. Jim Mercurio, Stadium Manager

San Francisco Forty Niners Management Company
4900 Marie P. De Bartolo Way

Santa Clara, California 95054

SUBJECT: Off-Site Parking
Dear Mr. Mercurio:
Per the terms of the Stadium Management Agreement?,

Stadium Manager shall have full authority and discretion to select the off-site private parking
locations for Stadium Events, and to negotiate, approve, enter into and administer contracts
with the private parking lot owners for the use of their parking spaces for all or certain of such
Stadium Events which agreements may also make provision, to the extent available, for
additional parking for surrounding properties that would be paid for by such properties
("Private Parking Agreements"). At the quarterly meeting described in Paragraph 3.3 above, the
Stadium Manager shall report on the status of such Private Parking Agreements, the status of
any ongoing negotiations with private parking lot owners, and the financial performance and
other matters relating to the off-site private parking locations for Stadium Authority Events, and
such other similar or other topics as the Stadium Authority may request.

As we discussed during our most recent Quarterly Status Meeting on August 23, 2018 monthly
coordination meeting, the notification currently provided via email from the Forty Niners Stadium
Management Company LLC (ManCo) to the City of Santa Clara (City) on behalf of the Forty Niners SC
Stadium Company LLC (StadCo) pursuant to the Parking Rights Agreement> does not satisfy this
agreement provision. The February 14, 2018 notification emailed to me is attached for your reference.

Beginning with the next Quarterly Status Meeting3 on November 29, 2018, please provide written reports
in accordance with the above agreement provision including but not limited to the location, parking
capacity and availability dates for large non-NFL events; in addition, load the financial performance data,
including detail of all revenues and expenditures by location and agreement, in Microsoft Excel or some
other electronic spreadsheet format on the laptop in the Santa Clara Stadium Authority (SCSA) office at
Levi’s Stadium as it becomes available and at least two weeks before every Quarterly Status Meeting.
Notify SCSA Treasurer Angela Kraetsch and Stadium Authority Auditor Linh Lam when information is

available on the laptop.

Sincerely,

POMA, P o—

Deanna J. Santana
Executive Director

Attachment

1 Section 4.1 of the First Amendment to Stadium Management Agreement made and entered into as of November 13, 2012 by and
between the Santa Clara Stadium Authority, Forty Niners Stadium Management Company LLC, and Forty Niners SC Stadium Company
2 Parking Rights Agreement made and entered into as of March 28, 2012 by and among the City of Santa Clara and Forty Niners SC
Stadium Company, LLC

3 Section 3.3 of the First Amendment to Stadium Management Agreement made and entered into as of November 13, 2012 by and
between the Santa Clara Stadium Authority, Forty Niners Stadium Management Company LLC, and Forty Niners SC Stadium Company



Mr. Jim Mercurio, Stadium Manager
Re: Off-Site Parking
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CC:  Walter C. Rossmann, Chief Operating Officer
Brian Doyle, Stadium Authority Counsel
Angela Kraetsch, Stadium Authority Treasurer
Linh Lam, Stadium Authority Auditor
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FORTY NINERS STADIUM MANAGEMENT COMPANY

February 14, 2018

VIA ELECTORNIC MAIL

Attn: Deanna Santana

City Manager, City of Santa Clara
1500 Watburton Avenue

Santa Clara, CA 95050

Dear Deanna,

Pursuant to Sections 2.1, 2.3 and in accordance with sections 7 and 16 of the City of Santa Clara Parking Rights
Agreement (“Agreement™), by and between the City of Santa Clara (“City”), and Forty Niners SC Stadium
Company, LLC (“StadCo”), StadCo hereby notifies the City of the use of the Tasman Garage, Convention
Center/TechMart Garage and Tasman Drive Surface Lots in conjunction with the attached events.

The attached list includes events scheduled thus far for 2018, New events, updated times, and updated lot
requests will be added and highlighted in future requests,

We are excited about the upcoming season at Levi’s® Stadium. As future events are confirmed, we will notify
you.

Sincerely,

g /ﬁZa UWleeeree 0~

J irnyercuﬂo
_Vice President Stadium Operations
General Manager
Forty Niners Stadium Management Company LLC

CC~ Walter Rossmann, City Attorney
Ruth Shikada, Assistant City Manager
Hannah Gordon, 49ers Vice President of Legal and Government Affairs
Rahul Chandhok, 49ers Manager of Government A ffairs
49ers Stadium Operations

4900 Marle P, DeBartolo Way | Santa Clara, CA 95054




Letter to Deanna Santana

2/14/2018
Page 2

Date Event Expected Attendees Start Time Lot Request

Friday, March 23, Mexico Soccer Match | 70,000 7:00 PM Convention

2018 Center/TechMart
Garage, Tasman
Garage & Tasman
Drive Surface Lots

Saturday, April 28, Monster Jam 30,000 2:00 PM Convention

2018 Center/TechMart
Garage, Tasman
Garage & Tasman
Drive Surface Lots

Friday, May 11,2018 | Taylor Swift Concert 50,000 6:00 PM Convention
Center/TechMart
Garage, Tasman
Garage & Tasman
Drive Surface Lots

Saturday, May 12, Taylor Swift Concert | 50,000 6:00 PM Convention

2018 Center/TechMart

L

Olovanmn Tasean:

Garage & Tasman
Drive Surface Lots

4900 Marie P. DeBartolo Way | Santa Clara, CA 95054
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