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Dick Hofland, Year 2000 Project Coordinator, said the report includes recommendations for 
every service provider, including health, natural gas and fuel suppliers, to ensure all will be 
prepared for the Year 2000 turnover. Each organization needs to communicate to its 
constituents and work with the City on these efforts. The City is assuming a leadership 
role in communications and hopes to use the public's interest in Year 2000 to increase 
awareness about need for emergency preparedness in general. 

The following public members of the Year 2000 Council testified about their companies' 
readiness efforts. 

Bert Kile, American Red Cross, 3211 N. Williams Ave. 
Sylvia Bogart, Southwest Neighbors, 7688 SW Capitol Highway, 97219 

Greg Peden, US West 
Tom Mathews, Portland General Electric 
Steve Baron, Oregon Hospital Association 

Tom Perrick, Oregon Bankers Association, PO Box 12429, Salem, 97309 

Commissioner Francesconi said he appreciates Council's use of the neighborhood 
associations to get the word out and the concentration on the community's most vulnerable 
citizens. 

Commissioner Saltzman said his comfort level about Y2K compliance has gone up 
tremendously since he began serving on this committee although there is still some level of 
uncertainty. He noted that a disaster simulation drill will be held in September and that he 
is concerned about Y2K fraud, especially scams aimed at older citizens. 

Commissioner Sten said teaming up with the neighborhood associations was a smart move 
and he thinks this effort will work well. 

Disposition: Accepted. (Y-5) 

*967� TIME CERTAIN: 11:00 AM - Authorize a Memorandum of Understanding with Portland 
Family Entertainment LTD (Ordinance introduced by Mayor Katz) 

Disposition: Mayor Katz said this may be seen as an effort to privatize the operation of a 
public facility as government does not always do the best job ofmanaging such facilities. 
She said it makes perfect sense to do this with the Civic Stadium. 

Tim Grewe, Director, Office of Finance and Administration (OFA) and member of the 
City's negotiating team, described the underlying financial components of this 
Memorandum of Understanding (MOD). He said, first of all, the Stadium is, and will 
continue to be, a public asset and the property of the City. The City will continue to be 
responsible for maintaining the Stadium in good repair and for any renovations that are 
required. The Council's options regarding the future of the Stadium are: 1) do nothing, 
continue to let the Stadium deteriorate and potentially lose its use; 2) do basic 
improvements only, including upgrades to meet seismic standards and Code requirements 
estimated at about $15 million; 3) and completely renovate the Stadium. The negotiating 
team believes the third option is the best way both to offset the renovation costs and put the 
Stadium on a more positive financial basis. 
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Mr. Grewe outlined the assumptions ofthe MOU, which is an operating agreement with a 
private entity granted in exchange for its bringing teams into Civic Stadium. The 
negotiating team considers the acquisition of those teams imperative to the financial success 
of the operation. Under their projections, half of the debt proposed will be covered initially 
by Civic Stadium-generated revenues. The other half will require a $3 million debt subsidy 
over the next six years. By the seventh year ofoperations, they project that the revenues 
flowing from the Stadium will be sufficient to cover the entire debt. Thus for $3 million, the 
City will get a fully renovated facility. In addition, this subsidy will eliminate operating 
risks as under the agreement the operator of the Stadium assumes all responsibility for 
operations. The City will also get assistance in covering the cost of renovation as the 
agreement requires that $4 million be expended directly on the renovation, with an 
additional $2 million coming from a private investment group that includes Enron. He said 
the negotiating team is looking at all options for covering the $3 million and intends to 
return to Council with a specific plan before finalization of the development agreement. 
Options include using capital or general fund dollars as well as looking at new revenue 
sources, including the use of lodging revenues to help cover at least some Stadium 
renovation costs. The total estimated renovation cost is $37 million of which the City will 
provide $33 million, with $4 million coming from Portland Family Entertainment (PFE) 
plus another $2 million for project-related costs. In return for its $37 million investment, 
the City will received annual guaranteed rent of $908,000, adjusted for inflation, a 10 
percent fee on all tickets with an estimated revenue of $545,000 in the first year, climbing to 
$632,000 by the fifth year. PFE will contribute $200,000 a year for capital replacement and 
improvement. The City will receive 18.75 percent of all PFE gross revenues in excess of 
the $10.7 million they estimate PFE will require to meet operating and debt expenses. The 
City will also receive 33 percent of all PFE profits distributed to investors after it pays the 
$200,000 into the capital reserve fund and the 18.75 percent to the City. Mr. Grewe said 
this provision makes the agreement fairly unique to Portland as its citizens will actually 
benefit from the profitability of the Stadium and the teams playing there. 

Mr. Grewe pointed out that PFE will cover all construction cost over-runs as the City is 
capped at $33 million. PFE also assumes all operating risks and if business is insufficient to 
provide the revenue necessary to cover debt services for a period of three years, the City can 
terminate the agreement. Overall the City estimates it will receive $2.2 million in revenues 
from the Stadium by 2001, the anticipated first year of operation. These revenues will 
increase to an estimated $3.1 million in the sixth year and the City's subsidy to cover the 
debt service will decline from $984,000 initially to $23,000 in the sixth year. If their 
projections are accurate, they estimate that by the seventh year revenues from the Stadium to 
the City will be sufficient to cover the $3.1 million in annual public debt service. He said as 
a result of Council's direction, this agreement is a substantial improvement over the initial 
agreement made by PFE. The annual guaranteed rent has increased from $500,000 to 
$908,000. Capital reserve contributions have increased from $150,000 to $200,000 and 
ticket fee percentages increased from six to 10 percent. The City also now receives 33 
percent of the profits available for distribution. Overall, they expect that by the fifth year of 
this agreement, the City will receive $2.9 million in revenues, an increase of$1.8 million 

.! over what would have been received through the original PFE agreement. 

Mr. Grewe noted that this is only an MOU and that much more work will be needed to reach 
a development agreement. If Council approves it, by July 31 PFE must have a written 
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commitment for the $6 million it is contributing to the project and by August 15, a limited 
partnership agreement must be completed with investors. By September 1, they must 
provide proof of an option to purchase a Class A soccer team and, by October 1, proof that 
they have an option to purchase a Triple A baseball team. Most important, they must 
complete acquisition of those teams by December 31, 1999. Missing any of those deadlines 
gives the City grounds to terminate its deliberations towards a development agreement. He 
said for many people this is a uniquely Portland agreement, with a local group of investors 
and a local operator. The City has access to revenues from the Stadium to cover its portion 
of the debt services, including guaranteed revenues, and it continues to be the owner of the 
Stadium. If the 18 percent return on investment reported in the newspaper is accurate, that 
is comparable to what investors could achieve by investing in the stock market or real estate. 

Mayor Katz asked if there are any questions for the negotiating team. 

Commissioner Saltzman asked if PFE will accommodate local uses like Portland State 
football. 

Mr. Grewe said yes and the agreement calls for continuation of the types of civic activities 
in the Stadium, such as the Rose Festival. 

Commissioner Francesconi asked why the City needs PFE and why the Metropolitan 
Exposition Recreation Center (tv'IERC) could not operate the Stadium. 

Mr. Grewe said, primarily, PFE brings the acquisition of teams to the table. The City cannot 
acquire the capital to do that or legally acquire teams. PFE also brings dollars and the 
expertise needed for stadium operations. Operation of the stadium is intrinsically linked to 
the operation of teams as the owners need revenues from both the Stadium operations and 
their teams. MERC's ability to acquire teams is unclear and what those teams would 
demand in terms of access to revenue generation from the Stadium is also unknown. 

Commissioner Francesconi asked if the projections for the number of games and attendance 
are realistic and what happens if they are not met. 

Mr. Grewe said the negotiating team was aided in this process by independent consultants 
with vast experience with similar deals in other jurisdictions. They consider the projections 
to be accurate and relatively conservative. 

Bryant Enge, OFA, said the negotiating team looked at annual attendance figures compared 
to other comparable stadiums and found the annual average attendance was approximately 
417,000. PFE is projecting 470,000 and the negotiating team believes the demographics in 
the area make that a realistic expectation. He cited annual attendance from several 
comparable cities. 

Commissioner Francesconi noted concerns about the ability of PFE to deliver on its 
promises after the City has renovated the Stadium. 

Mr. Grewe said the City will not issue any debt or proceed with renovations until PFE has 
delivered on the obligations of the MOD as he outlined earlier. IfPFE is not a successful 
venture and the City does not have the revenues to cover its debt service, there are 
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provisions to terminate the agreement and any teams in existence at that time will be 
required to continue to play within the Stadium. There are also provisions to ensure that the 
City share in any profits derived from the sale of those teams. 

Commissioner Francesconi asked about naming rights. 

Mr. Grewe said PFE is counting on the naming rights as part of this agreement. If the City 
does not okay that provision, the parties will need to renegotiate and it would likely decrease 
the revenue flow to the City. They estimate the value of the naming rights at between 
$200,000 and $300,000 annually. 

Commissioner Francesconi asked how the public purposes section, covering such items as 
minority contracting, will be monitored. 

Mr. Grewe said the intent is to hire from the local community during construction and for 
operations. These are the same provisions as were embedded in the Arena agreement, 
where in every case the objectives were exceeded. He is quite confident PFE will comply 
with the community provisions. 

Commissioner Francesconi asked how the neighborhood will be able to handle all the event
generated traffic. 

Mr. Grewe said a parallel process is underway to look at the entire Civic Stadium district. 
The agreement calls for PFE to be an active participant in that process. Part of that process 
will be completion of a traffic management plan for the whole area to determine whether 
there is sufficient parking and how other transportation modes can be used. That plan will 
be brought to Council for review. 

Hank Lacey, Portland Baseball Group, 6515 SE 12th
, 97202, said this is a solid proposal but 

the Group does not want to see this become a barrier to obtaining a major league team. The 
Stadium is a wonderful community asset and this proposal can make it better for Portland 
State football, soccer and even Triple A baseball. He said it will be hard, however, for the 
City to replace the successful Rockies with an even more successful Triple A franchise and 
his Group has detected no enthusiasm for replacing one minor league baseball team with 
another. The Group is also puzzled that this proposal does not contemplate bringing major 
soccer to town. Another concern is that the City has not reserved its right to build a pro 
hockey arena although it has reserved its right to build an NFL stadium. The City should 
make it very clear that this is only a step on the road to the major leagues as Triple A 
baseball is irrelevant to the City's attractiveness to major league baseball. Major league 
teams will look at two factors - the size of the market and whether there is, or will be, an 
appropriate stadium. Portland is the largest market in the country without two professional 
sports teams and can fully support a major league team. The Civic Stadium is also a 
uniquely well-positioned site for a major league baseball site. 

David Selano, Portland Baseball Group, 3070 SW 15th Court, Gresham, said Portland has a 
lot going for it in obtaining a major league franchise. To accomplish that end, the Group 
has opened an office and hired staff dedicated to bringing major league baseball to Portland. 
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Commissioner Francesconi asked Mr. Selano ifhe agreed with estimates that it would take 
between $165 and $200 million to renovate Civic Stadium for major league baseball. 

Mr. Selano said yes. He added that the Group is not concerned that major league baseball 
be played in the Civic Stadium, just that it be played in the City. 

Mayor Katz said she encouraged the Group to seek a major league team, knowing full well 
that someone would have to purchase the team and then the City would have to go to the 
voters to build a stadium. 

Joe Rastatter, Jobs with Justice and Living Wage Campaign, 2006 NE 50th 
, 97213, stressed 

the need to pay living wages to ballpark employees and vendors, of which he is one. 

Kathleen Carter, 1720 NW Hoyt, 97209, expressed concern about parking in her 
neighborhood and noted that the recently initiated permit parking program there would not 
address problems associated with parking by people attending Stadium events. She asked 
Council to ensure that the separate parking study is completed and that the cost of those 
conclusions do not have to be borne solely by the City as PFE should share in any traffic 
and noise mitigation costs. 

Chuck Richards, Oregon Sports Academy, 940 NW 170th Dr., Beaverton, said the City 
should not approve the MOD as written. During the RFP process it was proposed that the 
private sector come up with some funding for the Stadium renovation. That is not 
happening and now the City is coming up with all the money. It gets to lose money for six 
more years and if a major league team comes in and buys out a Triple A team, the Triple A 
team is not only indemnified by the major league but now the City needs to indemnify PFE 
as well. The City gets to put up money, lose money and then indemnify the operator. He 
said a better option would be for the City to leave this in the hands of MERC and sell the 
naming rights itself. He also questioned why the City would want Class A soccer instead of 
major league soccer. Privatizing makes some sense but not when the party comes to the 
table with no money. The money PFE is coming with is simply to buy teams that the City 
will have to pay for later. The bump clause might attract major league teams but the bar is 
so high they will be precluded from ever operating here because of the money they must pay 
to indemnify the Triple A team. The Enron deal for $5.7 million is a low figure for what 
naming rights for major league stadiums are currently going for. The City should get the 
money itself, or at least a portion of it, to offset its costs or renovate it to a higher level. He 
cautioned the City to be sure that Phase 2 of the renovation can be built upon Phase 1 to 
accommodate major league teams. 

Mayor Katz asked staff to address questions concerning the amount of money needed for 
construction and what the City is getting in return for its contribution, the naming rights and 
whether the renovations will preclude major league baseball. 

Mr. Grewe said they never assumed construction would be solely the responsibility of a 
private entity. He said the current MOD has the City providing $33 million, $2 million 
more than originally proposed, and for that contribution the City will receive a substantially 
greater share of the profits. As to the naming rights, the City has made no agreement with 
Enron for the naming rights in exchange for its contribution. If a major league team comes 
to the City, they will negotiate a transition agreement with PFE. No assumptions have been 
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made about where the facility might be located but the Stadium is not precluded from such 
use. 

Mr. Grewe said major league soccer teams have made it clear they do not want to share a 
facility with baseball because of scheduling conflicts. Their objective is not to have a 
single-use stadium. There have already been scheduling problems at Civic Stadium and, 
under this agreement, the operators (PFE) will own two of the primary teams in the Stadium 
and be responsible for working out the schedule. 

Commissioner Francesconi asked what the City will have to do to compensate PFE if a 
major league baseball team comes to town. The current agreement calls for the City to 
compensate PFE for the loss of the remaining term of the operating agreement but not for 
displacement of the Triple A baseball team. It also says an economic loss attributable to the 
displacement of the team will not be the responsibility ofthe City. Will the City be legally 
required to compensate PFE for the loss of revenue during the agreement? 

Mr. Grewe said if a major league team comes to Portland, the owners will have to negotiate 
a buyout or relocate the Triple A team. The City would not be a party to that but it might 
benefit as there are provisions that the City share in the proceeds of any sale of the Triple A 
team. However, PFE has a 20-year agreement with the City and relocation of its team out 
of the Stadium, particularly if the major league team relocated elsewhere in the City, would 
have a significant impact on its revenues. That is why a provision is included calling for the 
City to negotiate this transition because of the business loss incurred. 

Commissioner Francesconi asked who would bear the cost of an additional parking facility. 

Commissioner Saltzman said he would like to know why a major league soccer team is not 
an option at this time. 

Garth Meyer, 3717 SW Corbett, #25,97201, said the City should keep the naming rights 
and retain the name Civic Stadium rather than naming it after a corporation. He said 
Portland should show some integrity and become the first City in the nation to stop this 
renaming craze. 

Mr. Grewe responded to the questions raised. He said any private parking structures in the 
area are seen as a City responsibility. If the assumptions are accurate and the City is able to 
cover debt payments within the next six years, there may be a revenue surplus in the future 
that could be used to assist with construction of a parking structure. He noted that revenues 
from the two parking facilities at the Arena are sufficient to cover the debt there. 

Commissioner Francesconi asked if the requirement that PFE must pay prevailing wages 
could be further refined in the development agreement. 

Mr. Grewe said yes. 

Commissioner Sten said he too would like to take a look at the living wage issue as he 
believes Council needs to look at this as a general policy matter to see if a higher standard 
should be set. 
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Commissioner Francesconi said he supports the proposal because he believes it is a good 
financial deal for the taxpayers, maintains a community asset and will benefit the Central 
City without overwhelming the neighborhood. The fact that the investors are local is also 
important. He believes the projections are realistic and that the revenue sources make this a 
good deal for the City and the taxpayers. He said the negotiators did an outstanding job and 
as a result up to half the debt service will be covered over the first six years and after that 
the City makes money it can use for parks and other programs. He said independent 
consultants looked over the agreement and concluded this is the second best financial deal in 
the country for a comparable city. While it would be nice to have major league baseball, 
Portland is already a major league city because it takes care of its assets and the people that 
are here. This will allow for a variety of community events and yet not harm a 
neighborhood that cannot handle major league baseball. The agreement calls for active 
participation of the neighborhood to make sure the parking and traffic issues are addressed. 
He said it is not bad for the private sector to make money if taxpayers are protected from the 
downside and the City is able to accomplish another public objective, renovating the 
Stadium. He said the Mayor deserves credit for her guiding hand in putting this together. 

Mayor Katz noted that a slightly different agreement had been submitted which needed to be 
substituted. Commissioner Saltzman moved the amendment and Commissioner Hales 
seconded. 

Mr. Grewe said the new version is simply the signed agreement. 

Hearing no objections to the amendment, the Mayor so ordered. 

Commissioner Francesconi said he has never seen such a competent negotiating team in 20 
years. 

Commissioner Hales said this is a guess about the future and that is why Council has 
focussed on the possible downsides. He said Council needs to support the leadership and 
the quality of work done by the Mayor and negotiating team. He said this agreement 
avoids the twin perils ofmost stadium proposals - massive subsidies and moving the facility 
to the suburbs. If this works well, there will be traffic problems and he noted that the 
agreement calls for PFE to develop a plan to encourage patrons to use mass transit. He said 
a simple, effective way to do this is to build a free transit trip into the price of the ticket and 
he is committed to work on this aspect. 

Commissioner Saltzman said his initial skepticism has been overcome. He said PFE is on a 
very tight timeline and Council will know by the end of the year if this will work. He 
added that he has every confidence in the integrity of the PFE partners. 

Commissioner Sten said eight months ago he did not think this would work. With this 
agreement, the City will need to borrow more on the front end but will get more in the end. 
He said the City must do something now with the Stadium other than letting it continue to 
deteriorate. He said this facility is a tremendous benefit to the community and it is 
important to make it available for a wide variety of uses. He said while he would not \ 

/ preclude looking for a major league team, he is not sure the taxpayers would approve the 
$100 million public subsidy it might take to get one. 
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Mayor Katz noted that after her election in 1993 she personally sought a Triple A baseball 
team for Portland and found there was no way the City could provide some of the amenities 
the team wanted. Nor was there any way the City would be able to purchase a team. A 
decision was then made to open up an RFP process to respond to the report outlining the 
infrastructure needs of the Civic Stadium. RFPs were sent to major league team owners as 
well as major developers and operators. The negotiating team selected the one operator who 
was willing to bring something to the table and that is the proposal now before Council. 
She is convinced the City will be able to meet the debt requirements without using general 
fund or capital construction dollars. If that is true, then the City has a superb agreement and 
that will become known within several weeks. She said she repeatedly sent the negotiating 
team back to seek a better agreement, especially since money was needed to renovate the 
Stadium. One of the ideas the team came up with was to move from net to gross revenues. 
That way, if the private investors make money, the City does too. She said she has the 
highest regard for Harry Glickman and has the fullest confidence that he will do nothing to 
embarrass the City he loves so dearly. She said the negotiating team is tough and did an 
incredible job when Council told them to go back and do better. She also thanked the 
potential private partners for responding to the City's needs and being flexible in what she 
believes is an incredible arrangement. She wants the stadium to be a facility available to 
everyone from Little Leaguers to Portland State football and community events. She said 
the MOU is not a done deal as private partners must meet certain specific requirements and 
if they do not meet them, Council will have to make a decision about what to do next. 

Disposition: Ordinance No. 173554 as amended. (Y-5) 

Commissioner Erik Sten 

*992� Accept a Federal Stuart B. McKinney Supportive Housing Program grant under the u.S. 
Department of Housing and Urban Development in the amount of$119,602 (Ordinance) 

Disposition: Ordinance No. 173555. (Y-5) 

At 12:25 p.m., Council adjourned. 

GARY BLACKMER 
Auditor of the City of Portland 

c,~ kJvr~~· 
By 'day Kershner 

Clerk of the Council 
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WEDNESDAY, 2:00 PM, JULY 7, 1999 

DUE TO THE LACK OF AN AGENDA� 

THERE WAS NO MEETING� 
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