MANAGER’S BUDGET ADDENDUM #17

SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Jen Baker
CITY COUNCIL
SUBJECT: TEAM SAN JOSE 2026-2027 DATE: May 22, 2026

PERFORMANCE MEASURES

Approved: " Date: 5/22/26

|y

RECOMMENDATION

Approve the Team San Jose performance measures for Fiscal Year 2026-2027.

BACKGROUND

The agreement between the City of San José and Team San Jose (TSJ), which
manages the City’s convention facilities and four cultural facilities, requires TSJ to
submit its annual targets for the following performance measures to be weighted as
follows: Economic Impact Measures 40%, Gross Operating Results 40%, Theatre
Performance 10%, and Customer Service Survey Results 10%. The level of the
Performance Based Management Fee, set at $300,000, is based on TSJ’s achievement
of these measures. The performance measures for TSJ are brought forward each year
as a Manager's Budget Addendum for approval as part of the Mayor's June Budget
Message.

TSJ has steadily improved performance since the shutdown of all facilities for 18
months during the COVID-19 pandemic. Within the current term of the contract that runs
through June 30, 2029, TSJ has taken on additional functions including leading a
collaborative marketing group for Downtown San José to local, regional and national
visitors and enhanced outreach to small businesses to support their success in the
experience economy. In addition, TSJ has focused direct marketing to individual
travelers to San José and works to secure national and international travel media
features about San José.
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ANALYSIS
Performance Measures

The purpose of these performance measures is to provide a quantifiable way of
evaluating TSJ's management of the convention and cultural facilities. The measures
also provide a quantifiable way of validating the Performance Based Management Fee
earned by TSJ and paid from the Convention and Cultural Affairs Fund. The
performance measures set forth by TSJ and reviewed by City staff are based on the
2026-2027 Proposed Operating Budget, including contributions from the Convention
and Cultural Affairs Fund and Transient Occupancy Tax Fund.

Table 1: Team San Jose 2026-2027 Performance Measures

Target Forecast Proposed
Performance Measures 2025-2026 2025-2026 2026-2027
Hotel Room Nights 130,000 148,000 150,000
Estimated Economic Impact (EEI) $ 92,000,000 | $ 100,000,000 $ 112,000,000
Gross Operating Revenue ' $49,942,051 | $52,225,292 $ 54,377,397
Gross Operating Results $ 4,292,244 $ 7,737,139 $ 5,005,199
Theater Occupied Days 94% 99% 95%
Satisfaction Rate 95% 100% 95%

"Not an official performance measure but included here, consistent with past practice, for reference as a
useful activity metric.

In 2025-2026, TSJ saw continued growth of long-term anchor events with several large
anchor conferences expanding attendance and/or adding days to their programs. The
sales team’s strategy of continued diversification of market segmentation bore fruit as
nearly half of all rooms booked represented new business for the city and exceeded
expectations with future room-night generation. Likewise, the Convention Center was
able to realize some short-term opportunities related to the 2026 sporting events,
hosting several events around the Super Bowl that coupled with expansion of
conferences mentioned above, which helped to drive both the gross operating results
and estimated economic impact. The TSJ-managed theaters continued to exceed pre-
pandemic occupancy levels.

In 2026-2027, several new opportunities booked by the sales team will come to fruition.
Likewise, several conferences have been shifted to historically lower occupancy and
demand months, allowing for better optimization of space. These tactics will drive higher
revenues and economic impact. Gains will be somewhat tempered by headwinds in
market conditions, namely rising costs across the board that could negatively impact
scope and attendance for more cost sensitive groups and will impact profitability
margins within the facilities. Likewise, economic volatility that has been present in the
corporate market will continue. This has manifested through some groups posting very
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short-term growth in scope, attendance and revenue, while other large groups have
canceled outright. TSJ coordinates with the City Manager’s Budget Office in
development of the Convention and Cultural Facilities (CCF) budget that ties directly to
the Gross Operating Revenues and Gross Operating Results measures. The 2026-2027
targets represent both growth based on the economic conditions stated above, as well
as a consistent strategy of moderately conservative target setting so as not to endanger
the General Fund which is the backstop for the Convention and Cultural Affairs Fund.

The Hotel Room Nights performance measure captures the number of future group
hotel room nights contracted by the Convention and Visitors Bureau over the fiscal year
for all future years. In other words, Hotel Room Nights are a reflection of the work
undertaken by TSJ as the Convention and Visitors Bureau to reserve group hotel
rooms, often by contracting large events several years out. After realizing some
significant pick-up bookings from the Super Bowl and recent robust bookings for future
years, room nights are expected to grow as markets are further developed with a new
sales position specifically targeting the East Coast.

The Estimated Economic Impact performance measure captures the incremental
spending of regional attendees at the TSJ-managed facilities. New conferences along
with continued growth of anchor repeat groups will drive increased spending within the
destination. Growing costs of travel may temper some growth — especially for groups
that represent social, entertainment or discretionary travel and attendance.

After a year of volatility in bookings, business stabilized in the theaters with strong
occupancy driven by national promoters like Live Nation, Nederlander, Goldenvoice and
Outback coupled with robust scheduling from local arts organizations like Symphony
San Jose, Opera San Jose, Children’s Musical Theater and Broadway San Jose.
Continued sales efforts will maintain theater occupancy levels.

Additional Measurements of Performance

The performance measures are indicators of TSJ’s management of the Convention and
Cultural Facilities. In its role as the official destination marketing organization for the City
of San José, TSJ also influences activation and economic impact beyond the facilities.
In 2025-2026, TSJ worked in partnership with the City, the San Jose Sports Authority
and other agencies in promoting the mega sporting events and saw great returns for the
visitor and experience economy. Specifically, TSJ led marketing efforts to out-of-town
visitors contributing to a 20% increase in transient hotel occupancy over the Super Bowl
dates compared to 2016. Strong performance across the initial 2026 sports events and
increased activity throughout the city helped to continue recovery of the hotel
performance.

Throughout all of its initiatives and responsibilities within the scope of both the
Convention and Cultural Facilities and Convention and Visitors Bureau contracts, TSJ
has a significant impact on the larger tourism industry in San José. TSJ reports the
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following additional benchmark metrics through its reports to the Community and
Economic Development City Council Committee and in meetings with City Council.
These metrics give a holistic view of the health and performance of the visitor and
experience economy.

Hotel Revenue — the combined room revenue for all hotels within San José in a fiscal
year. This measure provides a comprehensive overview of the actual revenues affecting
the economy as well as provides insight into City revenue streams through the
Transient Occupancy Tax.

Hotel Revenue per Available Room (RevPAR) - the room revenue divided by the
available rooms within the City. This measure provides an indicator of how effectively
hotels are performing as both a function of overall revenue and occupancy levels.

Total Estimated Visitor Economic Impact (El) — the measurement of all direct visitor
spending within the City. While TSJ’s performance measures are limited to the
convention and cultural facilities, TSJ commissions a report of the overall visitor
spending within the City on an annual basis. Due to timing of data availability, the report
covers the calendar year prior. Therefore, 2026-2027 will see publishing of calendar
year 2025 data.

Table 2: Benchmark Metrics for Overall Visitor Economy

Metric 2023-2024 2024-2025 2025-2026
Hotel Revenue $402.9 million | $428.0 million $463.0 million
(projected)
Hotel RevPAR $107.44 $116.04 $124.09
(projected)
Total Visitor El* $2.35 billion $2.53 billion $2.76 billion

* Visitor El reported in 2023-2024 for Calendar Year 2022 / in 2024-2025 for Calendar Year 2023 / in 2025-2026 for
Calendar Year 2024

In addition to the Proposed 2026-2027 Performance/Incentive Measures and
Benchmark Metrics shown in the tables above, this memorandum also includes:
Attachment A, which reports historical performance data from TSJ; Attachment B,
which includes Gross Operating Profit methodology; and Attachment C, which includes
TSJ's 2026-2027 Operating Budget for Convention and Cultural Facilities.
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COORDINATION

This memorandum has been coordinated with TSJ and the City Manager's Budget
Office.

Is/
JEN BAKER
Director, City Manager’s Office of Economic
Development and Cultural Affairs

For more information on this memorandum please contact Kerry Adams Hapner,
Director of Cultural Affairs, City Manager’s Office of Economic Development and
Cultural Affairs, at kerry.adams-hapner@sanjoseca.gov.

ATTACHMENTS:
Attachment A: Team San Jose Performance / Incentive Measures Data

Attachment B: Gross Operating Profit Methodology
Attachment C: Team San Jose 2026-2027 Operating Budget



ATTACHMENT A
Team San Jose Performance Measure Data

Proposed Performance Measures for 2026-2027 Compared to Prior Years

Actual Actual Actual Actual Goal Forecast Proposed
Year-Over-Year Performance
Measures * 2021-2022 2022-2023 2023-2024 2024-2025 2025-2026 2025-2026 2026-2027
Hotel Room Nights 101,839 111,486 121,835 133,513 130,000 148,000 150,000
Estimated Economic Impact (EEI)? $34,183,087 $52,002,824 $ 75,560,244 $ 95,396,108 $ 92,000,000 $100,000,000 $ 112,000,000
Gross Operating Profit - Results $ 2,687,086 $ 4,790,008 $5,691,188 $6,522,015 $ 4,492,244 $7,737,139 $ 5,005,199
Theater Occupied Days 75% 90% 94% 96% 94% 99% 95%
Satisfaction Rate 100% 100% 100% 97% 95% 100% 95%

! Actual performance measure data as reported by the City Auditor’s Office analysis of audited financial statement, event attendance reports, and other Team San Jose records.
2 Estimated Economic Impact beginning FY 2024-25 is utilizing an updated methodology for calculating spending related to the Team San Jose managed theaters per the updated

agreement between Team San Jose and the City of San Jose.




ATTACHMENT B

Details for Team San Jose's 2026-2027
Gross Operating Revenue Performance Measures

2025-26 2025-26 2026-27

Gross Operating Results Proposed Proposed

Budget* Forecast Budget*
Convention and Cultural Facilities Revenue 49,942,051 52,225,292 54,377,397
Transient Occupancy Tax 13,257,365 13,257,365 13,257,365
Parking Garage Revenue 3,749,931 3,937,771 3,844,977
Total Revenue $66,949,347 | $ 69,420,428 $71,479,739
Operating Expenses 60,772,721 59,900,962 64,672,761
Parking Expenses 1,746,382 1,644,328 1,751,779
Convention Center Free Use 138,000 138,000 50,000
Total Expense $62,657,103 | $ 61,683,289 $66,474,540
Gross Operating Results $4,292244| $ 7,737,139 $5,005,199




ATTACHMENT C

Team San Jose/TSJ Events. LLC

Convention & Cultural Facilities Division (CCF)

FY 2026-2027 Operating Budget

REVENUE:
Building Rental Revenue
Food & Beverage Services
Personnel Service Revenue
Electricity/Utility Revenue
Commission Revenue
Telecommunications/Audio Visual/Networking
External Ticketing Revenue
Other Revenue
Ticketing Revenue
Rigging Assessment Fee
Other Revenue
Event Discount
Bad Debt Expense/Settlement
TOTAL REVENUE:

VARIABLE EXPENSES:

Food & Beverage Cost of Sales
Labor Cost of Sales

Variable Labor

Other Operating Cost

Repairs & Maintenance

Utilities

TOTAL VARIABLE EXPENSES:

FIXED EXPENSES:
Salaries & Benefits
Insurance
Professional Fees (Audit/Legal/Consulting)
Professional Fees Accg/Audit
Professional Fees Legal
Professional Fees Consulting
Office (Equipment/Software/Supplies/Print)
Office Equipment
Comp Software/Lic & Equip

ORIGINAL

7,168,640
27,297,306
14,551,154
750,437
894,594
2,241,194
0

1,474,072

1,278,745
312,863
564,383

(681,919)

54,377,397

4,462,033
12,358,338
23,208,721

1,636,672

1,846,568

4,852,163
48,364,494

13,381,238
1,076,839
210,420
81,420
54,000
75,000
632,236
6,000
551,111



Office Expenses & Supplies 48,125

Office Print/Signage 27,000
Telephone 304,500
Uniforms 86,840
Bank Charges 281,275
Other Fixed 764,919
Dues & Subscriptions 29,496
Parking Validation 24,082
Postage 12,000
Office Repair & Maint -
Pest Control 54,690
Cash Over/Short -
Personnel Processing Fees 163,120
Office Equip Lease 71,657
Employee Event 23,700
Tax License Fees 83,694
Donations -
Misc. Expense 20,000

Capital Outlay - CCF Funded -
Safety/Security Expense

EE First Aid -
Safety Supplies 26,022
Security Supplies 11,000

EE Education & Training 41,099
Employee Cafeteria Meals 93,148
Local Meetings/Travel & Entertainment 82,211
Recruiting and Relocation 39,000
Parking Expense Reimbursement (430,000)
TOTAL FIXED EXPENSES: 16,308,267
Total Operating Expenses 64,672,761

REQUIRED CITY COSTS:

City Free Use 50,000
City Oversight $276,491
Audit Expense Reimbursement (55,000)
TOTAL REQUIRED CITY COSTS 271,491
Net Facility Operating Subsidy $ (10,566,855)
excluding city-directed (10,295,364)

2026-2027 Adopted Proposed Budget
(Recommended) (10,567,000)
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