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Bill Type and Number: Ordinance 2017-375
Introducer/Sponsor(s): Council President at the request of the Mayor
Date of Introduction: May 23, 2017
Committee(s) of Reference: F
Date of Analysis: May 25, 2017
Type of Action: Extension of public facilities management contract; designation of oversight agency
Bill Summary: The bill authorizes the administration to terminate the City’s current public facilities management contract with SMG and to execute a new agreement for venue management for a period of 5 years from April 2017 through March 2022, with two additional 1-year renewal options at the City’s discretion. The Office of Sports and Entertainment is designated as the City’s oversight agency for the contract.
Background Information: SMG has managed the City’s public assembly facilities since the early 1990s on a succession of contracts and renewal options. In March of 2012 the City issued an RFP seeking qualified companies and SMG was awarded the current contract in 2013 extending through February 2018. The City and SMG have negotiated several revisions to the current agreement and desire to enter into a revised 5-year contract reflecting those new terms. The Jacksonville Jaguars, who have approval rights over the management of EverBank Field, approve of the SMG extension.
Proposed Contract Renewal Criteria

	Current Criteria
	Proposed Effective April 1, 2017

	1. Annual plan regarding proposed methods to reduce the operating deficit by increasing revenues.
	Remains.

	2. Attract new events for each of the facilities.
	Revised

	3. Attract a “new” major college football game at EverBank Field.
	Removed

	4. Secure a naming rights partner at the Baseball Grounds of Jacksonville.
	Removed

	5. The level of ticket sales for events at Jacksonville Veterans Memorial Arena.
	Remains

	6. The amount of sponsorship packages at COJ facilities.
	Removed

	7. Continue to identify and recommend technology upgrades at all facilities that generate additional revenue.
	Remains

	New Criteria
	

	1. Lowering the average annual subsidy for the initial 5-year term such that the average for each year over the 5-year term shall be less than the actual subsidy for fiscal year 2016/17.


	The City will include language in the long-form agreement which contemplates below-the-line exceptions due to market factors or extenuating circumstances beyond SMG’s control. The City reserves the right to approve these exceptions.

	2. Maintenance and cleanliness of all facilities.
	

	3. Efficacy of parking management in the Sports and Entertainment complex.
	

	4. Expeditious performance of capital maintenance, repairs and improvements when funds therefore are allocated by the City.
	


Proposed Performance Evaluation Criteria
	Current Criteria
	Proposed Effective April 1, 2017

	1. Customer satisfaction at all facilities
	Revised: Customer satisfaction at all facilities organized in two categories. A. Guests: a minimum sample size of mutually agreed to total guests to be surveyed and scored via a “secret shopper” program. B. Each primary tenant and a minimum of mutually agreed to clients to be surveyed and scored. All surveys must be approved in advance by the City. SMG and the City will collaborate on the development of the surveys.

	2. Cooperative marketing with prime tenant, sports teams and management.
	Remains

	3. Achievement of annual Jacksonville Small and Emerging Business (JSEB) goals; 25%.
	Remains

	4. Ancillary financial results
	Revised: An annual minimum of 7% above the budget projections in combined sponsorship, advertising and ticket incentive fee revenues.

	5. Efficacy of facilities maintenance and repairs
	Remains


Financial Terms
The facility management fixed fee and incentive fees remain unchanged from the current contract. The City agrees to a variable concession services fee based on 5.5% of annual gross food and beverage revenue, not to exceed $500,000 annually, and the elimination of the Concession Services Fixed Fee. SMG shall contribute from its own funds an additional $250,000 into the Event Development Fund. SMG, from its own funds, shall provide a financial contribution of $100,000 to upgrade the food services equipment and operations at the Prime Osborn Convention Center, Times-Union Center for the Performing Arts, Jacksonville Veterans Memorial Arena, and the Ritz Theatre & Museum. The existing amortization of funds under the current agreement, estimated to be $707,500 as of April 1, 2017, and the $250,000 Event Development Funds contribution under the new agreement, and the $100,000 Food Services Contribution under the new agreement, shall be amortized on a straight-line, non-interest bearing basis for a five (5) year amortization period. The threshold to perform capital improvements utilizing SMG’s own procurement policies shall be increased from $100,000 to $250,000. The threshold for extraordinary repairs will remain the same.
Policy Impact Area: Public venue operations
Fiscal Impact: See Financial Terms above.
Analyst: Clements
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