
COUNCIL AGENDA: I 1-6-07 
ITEM: 5.4 

CITY OF 

SAN JOSE 	 Memorandum 

CAI'I IS\[. 01:SII..LC:ON VALLEY 

TO: 	HONORABLE MAYOR FROM: Albert Balagso 
AND CITY COUNCIL Larry D. Lisenbee 

SUBJECT: SEE BELOW 	 DATE: 10-15-07 

DRAFT 

COUNCIL DISTRICT: ij_Z 
SNI AREA: N/A 

SUBJECT: AUTHORIZATION TO NEGOTIATE AND EXECUTE AN NEW 
AGREEMENT WITH THE BASEBALL ACQUISITION COMPANY, INC. 

RECOMMENDATION 

a. 	 Adoption of a resolution authorizing the City Manager to negotiate and execute a new agreenlent 
with the Baseball Acquisition Company, Inc. (BAC) to: 
1. 	A term from the date of execution through Septeinber 30,201 3. 
2. 	 Transfer to San Jose Arena Authority the oversight role for stadium operations, including 

contract administration, facility management and operation, Capital budget preparation, and 
community progranl development. 

3. 	 Allow the BAC to solicit interested parties in potential naming of San Jose Municipal 
Stadium and develop draft business ternzs, subject to review and approval of City Council 

4. 	 Create a San Jos6 Municipal Stadium Capital Fund from all funds generated by naming rights 
activity by the BAC and by other annual fees paid by the BAC to the City plus an initial 
$200,000 contribution from the City as discussed below. 

5. 	 Authorize the City Manager to negotiate repayment terms to BAC for up to $500,000 in the 
aggregate- which amounts would be paid to BAC upon termination of the Agree~nent as 
partial reimbursement to BAC for the cost of long tern1 improvements BAC will ~nalte to the 
facility at its sole cost. 

6. 	 Allow BAC to make certain capital repairs or replacements to the facility without prior 
approval, subject to conditions including that work does not require DI'W review and is for 
an amount less than $25,000 
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7. 	 Allow for the development of a new corn~nunity ticlcet distribution program for ticlcets to 
professional baseball games. 

b. 	 Adopt a Iiesolution authorizing the City Manager to negotiate and execute an a~ncndnlent to thc 
Restated Agreement between the City of San Jose and the San Jose Arena Authority datcd 
September 26, 2006, to designate management oversight of Municipal Stadium to thc Authority 
and to amend services provided by the City to the Authority. 

c. 	 Adoption of the following 2007-2008 Appropriation Ordinance amendments in the Co~lstruction 
and Co~lveyance Tax Fund: City-Wide Parks Purposes (Fund 391): 

1. 	 Establish a transfer to the Sail Jost! Municipal Stadium Capital Fund in the amount of 
$200,000; and, 

2. 	 Dccrease the Strategic Capital Replaccinent and Maintenance Needs appropriation in thc 
ainount of $200,000. 

d. 	 Establish a new Sau Josi Municipal Stadium Capital Fund and adopt the following 2007-2008 
Appropriation Ordinance and Funding Sources Resolution amendments in the Sari Jos6 
Municipal Stadium Capital Fund: 

1. 	Establish an estimate for Transfers in the amount of $200,000; and, 
2. 	 Establish a Capital Enhancements appropriation to the Parks, Recreation, and 


Neighborhood Services Department in the amount of $200,000. 


OUTCOME 

Approval of the new agreement with the BAC will acco~nplisl~ a nunlber of goals that will be of 
benefit to the City and the Sat1 Jose community. First, it will allow for the oversight of contract 
administration and facility operations to be transferred to the San Jose Arena Authority. The Arena 
Authority currently oversees the ongoing administration of two of the City's most significant assets: 
HP Pavilion at San Jose and Logitech Ice at San Jose. The Arena Authority would serve on behalf 
of the City in a similar oversight capacity of stadium operations and management. 

Approval of this recomlnendation will also allow for the establishn~ent of a Stadium Capital Fund. 
This fund will receive the annual stadium fees paid by the Baseball Acquisition Cornpany to the 
City. The Stadium Capital Reserve Fund would be established and nlanaged by the City with an 
initial contribution of $200,000, which is further discussed below. Similar to the Capital Reserve 
Fund for HP Pavilion at San Jose, monies from annual fees paid by the BAC to the City would be 
deposited into a separate Stadiunl Capital Fund that would be designated solely for City-approved 
stadium Capital repairs and replacements. F ~ ~ n d sin the Stadiunl Capital Fund would be used to 
reimburse the BAC for work completed fro111 a City-approved Capital repairs and replacenlents 
budget. The San Jose Arena Authority, worlting jointly with the City Manager's Office, would serve 
to oversee the administration of the Stadium Capital Fund. Please note that the BAC is obligated to 
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co~nply with all applicable laws and code requirements relating to projects funded from the Stadiu~n 
Capital Fund. 

Third, approval of the recommendation allows for the development of a new cornnlunity ticltet 
distribution program for professional baseball tickets. 

And fourth, it extends the management and operation of the stadium by the Baseball Acquisition 
Company, allowing for the continuation of professional baseball in San Jose. 

BACKGROUND 


San Jose Municipal Stadium was built as part of President Franltlin Roosevelt's Worlts Progress 
Adininistration (WPA), and opened to the public in 1942. The premises include the stadium and 
parlting areas located at the corner of Senter Road and Alma Street, bounded by I<ellcy Park to the 
east and the Ice Centre to the west. 

In recent years, the stadium has been utilized, operated, and managed by the BAC under an 
agreement with the City of San Jose. As such t l ~ e  stadium is home to the Sari Jose Giants single A 
baseball team (the 2007 California League champions), provides a venue for San Jose State 
University home baseball games, and acts as host site for other sports and special event uses. 

On February 14,2006, City Council approved an ainendment to the agree~nent with the BAC to 
extend the use, management and operations of Municipal Stadiuni through October 1,2009. The 
arnended agreement authorized the BAC to lnallage the purchase and installation of a new electronic 
video scoreboard at Municipal Stadium, expanded the defined parking area by approxi~nately 30,000 
square feet, and extended the tern1 of the agreement by 24 months to October 1, 2009. The City 
provided $50,000 from the Parks Citywide Construction and Coilveyance Tax Fund for the core 
scoreboard and Public Works staff costs for plan review and inspection services. 

Under the currellt agreement, the BAC has the right to utilize the stadium for San Jose Giants 
baseball games, other sports events, and special events, as appropriate. The BAC is responsible for 
all utility services, staffing, staging, clean up, security services, equipment purchases and non- 
structural maintenance and repairs ofthe facility. 111 addition, the BAC pays the City a minimunl of 
$1,000 per month or 1 . l %  of the annual gross revenues, whichever is greater. Advertising revenues 
and ticket sales for Giants games are not counted as part of gross revenues. In addition, the proposed 
agreement continues to provide that, if BAC receives revenues equaling its capital investlnent in the 
enhanced video board, the BAC is to pay the City the greater of an additional $10,000 per year or 
10% of gross revenues from the enhallced video board, as further defined in the agreernent. 

ANALYSIS 

Although San Jose Municipal Stadiunl has been an active and popular sports facility in thc City for 
65 years, there has never been an established and sustained Capital repairs and replacerncnts 
program. Due to this, the City, the Arena Authority and the Baseball Acquisition Conipany have 
co~lvened to develop a conceptual framework for a funding plan for the establishment of an ongoing 
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Capital repairs and replacements program. Simply stated, the program would designate funds 
generated from existing stadium revenues and potential net revenues secured if a stadium naming 
rights agreement is approved by City Council and deposit these funds al~nually into a Stadium 
Capital Fund. 

Arena Authority Oversight 
Additionally, the City has approached the Arena Authority to oversee the establishment of this 
stadium Capital repairs and replacement program as well as oversee the operation and management 
of the stadium. Under a separate agreement between City and the San Jose Arena Authority, the 
Arena Authority has served as an able custodian for the City in its oversight of I-IP Pavilion at San 
Jose and Logitech Ice at San Jose. Therefore, management oversight of the agreement with the BAC 
would transition from the Parks, Recreation & Neighborhood Services Department (PRNS) to the 
Arena Authority effective upon the City Council's approval. In the agreement between tlie City and 
the Arena Authority, the Authority has agreed to develop a Capital asset management plan for the 
oversight and Capital improvelnents to the City's major facilities. Municipal Stadium is colisidered 
an excellent candidate to develop a comprehensive Capital asset management plan. Witli their 
experience with Capital program development and oversight of tlie Pavilioli and the ice training 
facility, City administrative staff is of the opinion that the Al.ena Authority's proposed oversight role 
of stadium operations will be of benefit to the City. As a result, the City and the Arena Authority 
would amend their agreement to designate oversight of Municipal Stadium to the Authority whilc 
also amending current agreement language that addresses City staffing responsibilities. 

Capital Plan 
PRNS and the BAC have been planning repairs to the stadium's roof and replacement of scats for 
the past year. As a result, PRNS and thc BAC have agreed to designate $260,000 in funds from the 
Parlts and Community Facility Citywide Capital Program for the repair of the stadium roof and 
upgrade of stadium seats. Under this proposed Agreement, funds for the repair of tlie roof and scat 
upgrade would be deposited into the newly created Stadium Capital Fuud that would be established 
and managed by the City. The BAC would manage the construction work by contracting out the 
roof repairs and seat replacement work similar to tlie work the BAC did in purchasing and installing 
the electronic scoreboard in 2005. 

Under the terms of the proposed agreement, tlie BAC would be responsible for the bidding, bonding, 
planning, design development and construction management associated with the roof repairs and 
seating upgrade in complia~~ce with all codes and policies. For example, in managing the initial roof 
repair and seat replacement project with the City's $200,000 contribution, the BAC will be required 
to provide payment and performance bonds, to comply with City bidding requirelneiits and 
prevailing wage provisions. 

Naming Rights 
The BAC has also requested that it be allowed to solicit interested parties in the potential naming of 
San Jose Municipal Stadium and develop proposed naming rights business terms. Any naming 
rights agreement would require the approval of the City Council. Revenue that may be generated 
from such ~iamilig rights would be deposited into the Stadium Capital Fund. The Stadium Capital 
Fund will accrue to the long-term benefit of the stadium by providilig a source of funds for liorlnal 
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Capital repairs and improvements. The City would also contribute the annual payment received 
from the BAC, (the $12,000 minimum), and any revenue from the enhanced video scoreboard to the 
Stadium Capital Fund. 

Process for Capital Improvements 
This agreement allows BAC added flexibility in making repairs at the stadium. The BAC will be 
given authority to make non-structural improvements at the stadium without prior City consent, 
under restrictions further defined in the proposed agreement for work valued at less than $25,000. 
Under the terms of the proposed agreement, BAC may also make permanent improvements to the 
stadium, with City consent, funded solely by BAC. The City Manager would be authorized to 
amend this agreement, establishing partial repayment terms to BAC based on the value and useful 
life of the improvement in the event that BAC vacated the premises prior to the end of the 
improve~nentsuseful life. The City Manager's authority shall not exceed $500,000 in cunlulative 
improvement value over the term of the proposed agreement. 

Community Ticket Program 
Also included in the proposed agreement is a llew ticket distribution progranl that would benefit the 
San Jose community. The community ticket program would il~cludethe distribution of up to 3,500 
complimentary Giants game tickets annually through a ticket program designed by the City and the 
Arena Authority. Please note that the Arena Authority has significant expertise in the administration 
of this type of community outreach program. 

Adjusted fees for stadium access are being recom~nendedto meet a more conte~uporarystadium fee 
schedule. The proposed schedule is attached to this memorandum. 

Term 
The proposed new agreement would expire on September 30,2013 

EVALUATION AND FOLLOW UP 

PUBLIC OUTREACH 

Criterion 1: Requires Council action on thc use of public funds equal to $1 million or 
greater. (Required: Website posting) 

[? Criterion 2: Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financial/econon~icvitality of the City. (Required: E-
mail and Website Posting) 

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing 
that may have impacts to com~nunityservices and have been identified by staff, Council 
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or a Community group that requires special outreach. (Required: E-mail, Website 
Posting, community Meetings, Notice in appropriate newspapers) 

The recommended action does not meet any of the above criteria. However, this lnemorandurn will 
be posted on the City's website for the November 6, 2007 agenda. 

COORDINATION 

These negotiations have been coordinated with the City Attorney's Office, the City Manager's 
Office, Rislc Management, Planning, Building and Code Enforcement, Finance, Budget Office and 
the San Jose Arena Authority. 

COST IMPLICATIONS 

Approval of this Agreement between the City and the BAC provides for the City to fund rcpairs to 
the stadium's roof and upgrades of stadium seating up to a maximum of $200,000. Funds to mcct 
this commitmeilt are currently appropriated in the Parks Citywide Construction and Conveyance Tax 
Fund Strategic Capital Replacerncnt and Maintenance Needs appropriation. A transfer to the San 
Jose Municipal Stadium Capital Fund is recommended as part of this memorandum to fund these 
needs. 

The Agreement will also commit the City to deposit monies generated from a stadium nainiilg rights 
agreement, the annual payment from the BAC, and payment of the enhailccd video board reveilucs 
into the Sail Josi: Municipal Stadium Capital Fund on an ongoing basis for future capital replacement 
needs at the facility. 

BUDGET REFERENCE 

Fulld # Appn # Appn. Name RC# Total Appn. Aint. for 
Contract 

2007-2008 
Adopted 
Capital 

Last Budget Action 
(Date, Ord. No.) 

Budget 
391 5541 Strategic Capital $200,000 V-553 

Rcplaccinent and 
Maintenancc Needs 

CEOA 

Exempt, PP 07-217 
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Albert Balagso dY Larry D. Lisenbee 
Director of Parks, Recreation Budget Director 
and Neighborhood Services 

I hereby certify that there will be available for appropriation in the San Jos6 Municipal 
Stadium Capital Reserve Fund in the Fiscal Year 2007-2008 moneys in excess of those 

~ u d g e tDirector 

For questions or additional information, please contact Brian Hartsell, Parks Manager at 408-277- 
2731 or Chris Morrisey, Executive Director of the San Jose Arena Authority, at 977-4783 



City of San Jose / BAC Agreement 
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EXHIBIT B (Proposed FaciIity Use Fees) 

1. 	 Classifications 

Group I 	 All City of San Jose conducted activities, 

Group II 	 Nonprofit organizations, schools, public agencies, and City of San 
Jose Parks, Recreation and Neighborhood Services sponsored events 
not charging admissions or collecting donations. 

Group Ill 	 Nonprofit organizations, schools, public agencies, and City of San Jose 
Parks, Recreation and Neighborhood Services sponsored events 
charging admissions or collecting donations. 

Group IV 	 Commercial Use -means any other user 

2. 	 -Fees 

a. 	 Group I Permittees - No fees payable 

b. 	 Group IV Permittees - CONTRACTOR may negotiate fees for Commercial 
Users and for parking based upon the fair market value of such use which 
shall be based upon an analysis of fees for similar facilities, and further 
provided that the fees shall not be less than the fees set for Group I, Group II 
and Group Ill users, CONTRACTOR shall provide Arena Authority or City with 
a summary of the basis for CONTRACTOR'S fair market fees. 
CONTRACTOR may not charge higher fees to groups based upon 
discriminatory factors including the race, sex, color, age, religion, sexual 
orientation, actual or perceived gender identity, disability, ethnicity, or national 
origin of the facility users, nor upon the political views of the facility user. 

c. 	 Use Rate for Baseball and other Recreational use based on five (5) hours 
duration. 

Group I1 	 Group Ill Group IV 

Single Day Game $300.00 $500.00 $700.00 

.Any additional games on the same daylnight subject to additional charges not 
to exceed 50% of the applicable fee plus direct expenses. 






