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RECOMMENDATION: 

That the Board accept the one-time cash payment of $135,803.82 and In-Kind Services to the 
Department, as detailed in the summary of this Report, as payment in-full for the 2009 and 2010 
Performance Guarantee penalty. 

SUMMARY: 

On May 21, 2002, Concession Agreement Number 245 was executed between the City of Los 
Angeles Department of Recreation and Parks and Nederlander-Greek, Inc. (NGI) for the 
operation and maintenance of the Greek Theatre. The Concession Agreement includes a 
Performance Guarantee which requires that the annual gross revenue would not be less than $15 
million for the first concert season and would increase by 3% annually. The penalty for not 
meeting the Performance Guarantee is 20% of the amount under the guaranteed minimum. 

For the 2009 and 20 10 seasons, NGI was unable to meet the Performance Guarantee. On March 
16, 201 1, a letter was sent from the Department to NGI informing them about the Performance 
Guarantee penalty of $493,789.40. On April 12, 201 1, staff met with NGI to discuss the matter. 
Staff also reviewed the year-end financial documents and accounting adjustments previously 
submitted by NGI for calendar years 2009 and 2010. The accounting adjustments revise the 
gross revenue reported by NGI and the Performance Guarantee penalty is recalculated to be 
$452,679.40. 
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I I I I Shortfall 1 1 

1 Total Penalty: ( $452,679.40 1 

Penalty (20% of 
Shortfall) 

Period 

Staff recommends that the Board accept a revised Performance Guarantee penalty of a one-time 
cash payment of $135,803.82 and that consideration be given for $576,102.65 of in-kind services 
that NGI has provided to the Department, the Greek Theatre, and the community over the term of 
the Concession Agreement. 

One-Time Cash Payment 
The one-time cash payment of $135,803.82 represents the projected amount of rent that NGI 
would have paid had NGI met the Performance Guarantee: 

Performance 
Guarantee 

2009 Performance Guarantee: 
2009 Gross Revenue: 
2009 Shortfall: 
Rent on 2009 Shortfall (6% of Shortfall): 

20 1 0 Performance Guarantee: 
20 1 0 Gross Revenue: 
201 0 Shortfall: 
Rent on 20 10 Shortfall (6% of Shortfall): 

Actual Annual 
Gross Revenue 

TOTAL PROJECTED RENT ON SHORTFALL: $ 135,803.82 

Performance 
Guarantee 

In-Kind Services 
During the term of the Concession Agreement, NGI has: 1) assumed costs for traffic operations 
originally provided at no cost by the Department of Transportation (DOT); 2) provided 
operational and maintenance staff for events which benefited the public, primarily schools, and 
for which the Department would have had to provide staff; 3) provided non-contractually 
required capital improvements; and 4) purchased a sound monitoring system to ensure 
compliance with noise requirements. The value of the in-kind services is as follows: 

DOT Parking Costs: $ 43,180.00 
Event Subsidy (Bach, Rock and Shakespeare): $ 170,287.00 
Event Subsidy (High School Graduations): $ 194,340.00 
Event Subsidy (Cosmic Conjunction): $ 1 1,408.00 
Capital Improvement (Capacity Adjustment) $ 47,408.65 



REPORT OF GENERAL MANAGER 

PG. 3 NO. 11 -306  

Capital Improvement (Plaza Bar): 
Sound Monitoring System: 

TOTAL IN-KIND SERVICES 

The one-time cash payment and in-kind services total $71 1,906.47 and surpass the performance 
guarantee penalty of $452,679.40. 

New Venue (The Nokia Theatre) 
The recommendation to review and reconsider the performance guarantee penalty is based on a 
new venue opening in the surrounding area, the Nokia Theatre, which has negatively impacted 
NGI's ability to meet the performance guarantee. 

On May 9, 2002, prior to the execution of the Concession Agreement, a letter was sent fiom the 
Department to representatives of NGI that stated that should a proposed new concert theatre near 
the Staples Center be completed and create a negative impact on the Greek Theatre, the 
Department would entertain a request for relief from the Performance Guarantee and that the 
request would be brought to the Board for consideration and action (Attachment A). 

In 2007 the Nokia Theatre opened at the L.A. Live complex, which also houses music venues 
such as Staples Center, Club Nokia, and The Conga Room. The Nokia Theatre has a seating 
capacity of 7,100 patrons versus the Greek Theatre's capacity of 5,801 seats. 

Prior to the opening of the Nokia Theatre, the Greek Theatre and the Gibson Amphitheatre 
competed for the primary concert market in the Los Angeles area. Attachment B shows that 
during the four years prior to the Nokia Theatre opening (2003 - 2006), 52% of total ticket sales 
were attributed to the Greek Theatre and 48% were attributed to the Gibson Amphitheatre. The 
four years after the opening of the Nokia Theatre (2007- 2010), 36% of total ticket sales were 
attributed to the Greek Theatre, 3 1% were attributed to the Gibson Amphitheatre, and the 33% 
were attributed to the Nokia Theatre. 

The effect of the Nokia Theatre on both the Greek Theatre and Gibson Amphitheatre was 
immediate and is expected to be permanent. 

Concession Performance 
NGI has worked hard to ensure that the Greek Theatre is a world class operation. From 2001 to 
2010, the Greek Theatre has been recognized by the Annual Pollstar Magazine Awards as the 
Best Small Outdoor Venue (except for 2002). Pollstar also recognized Rena Wasserman, the 
Greek Theatre General Manager, as the "Facility Executive of the Year" for 2009 and 201 0. 
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NGI has worked cooperatively with the Department to ensure impact of concert events to the 
surrounding community is minimal, hosts community meetings to improve operations, and has 
partnered with the Department on concerts benefiting the Griffith Park Recovery efforts in 2007. 
It should also be noted that the overall performance by NGI has surpassed the minimum 
contractual requirements (Attachment C). Between the beginning of the first contract season in 
2002 and the end of the concert season in 20 10: 

1. The cumulative Performance Guarantee target totaled $151,200,000 and the actual 
gross revenue totaled $175,172,677. 

2. The cumulative Minimum Annual Rent requirement totaled $10,800,000 and the 
actual rent paid to the Department totaled $13,298,191. 

The acceptance of the one-time cash payment of $135,803.82 ensures that the Department 
receives the same compensation had NGI met the Performance Guarantee and the acceptance of 
the In-Kind Services allows consideration for the negative effect of the Nokia Theatre. 

FISCAL IMPACT STATEMENT: 

The additional one-time payment of $135,803.82 will be deposited into the Department's 
General Fund (Fund 302 Department 88 Revenue Source 41 50 Work Order RAPX0210). 

Report prepared by Robert N. Morales, Senior Management Analyst 11, Finance Division. 










