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Cíty of Portland, Oregon 

FINANCIAL IMPACT STATEMENT
 
For Council Action ltems
 

lver I to Financial Retain
l. Narne of Initiator 2. Tclephone No. 3. Bureau/Office/Dept, 

David Logsdon 823-6958 .OMF - Facilities 

5a. To be filed (date) 5b. Catendar(Check0ne) 4. Date Submífted to FpD Br:dget 
January 22,2010 Rcgular Consent 4/5ths Analyst:

rE f r January 22,2010 

1) Legislation Title: 

Approve agreements between the city and Peregrine sports LLC for the renovation and operation of pGE park for use by
Major League Soccer. 

2) Pr¡rpose of the Proposed Lgsislatiol:
 

The ordinance approves 7 separate agreements for the project as summarized below:
 

Redevelgpment Agrgement (RDA) - addresses project funding, design, conshuction and project management for the

renovation of the stadium.
 

Operêtine Agreement loA) - addresses sjldium maintenance, operations, repairs, event management and payments to the
City for the 25 year term of Peregrine's right to opcrate the stadium, 

Exclusive Use & Çuarantv A8reement - guarantees that the MLS team will play all horne games at the stadium for the 
duration of the operating agfeement. 

Revenue Stream Guaranty - provides fhe personal guarantee of the Paulson family for the payment of the stadium license fee 
and user fees for years l-7 ofthe operating agreement, At closing, Peregrine wilipre-pay ä[ Ii.rnr" and user fees for years g­
25, therefore, the guaranty is only needed for years l-7. 

Complçtion Guaranty - obligates the Paulson family to complete the construction of stadium improvements in the event of a
delay or intemtption in the project. 

MAC Amended Easeme[L- provides MAC's consent to build project elements within the area owned by MAC and used by
the stadium under the easement agreement. 

Project Fundins Agre,gment - defines the procedures for the parties' depositing ofproject funds into a trustee account and for' the disbursement of funds to pay for project improvements during the côurse Jf constiuction. 

3) Revenue:
 
Will this legislatiorr generate or reduce current or future revenue coming to the City? If so, by how much? If new
 
revenue is generated please identify the source.
 

The transition to MLS soccer will bring additional revenues to the Spectator Facilities Fund. Under the current operating
âgreement - which expires at the end of 20 I 0 - the City gets 6% of ticket revenue, an annual license fee and a de'ferred
pâ]mlent. Annual revenues have averaged about $ 1.2 million per year over the past three years. Under the new agreement,
the City receives 7% of ticket revenues and a license fee. Revenues in years l-i areguaranteed and stârt at $Lsgïillion
and increase to $ 1.73 million by the 7'h year. 

For years 8-25 of the operating agreement, the license fee and user fee are prepaid in present value per the attached Exhibit
B from the project documents. 
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^ \That are the costs to the City as a result of this legislation? (Please include costs in the currentfiscal year as well as 

costs infuture years) (lf the actíon is related to a grant or contra.ct please include the local contt.ib;üon ór natch 
required) 

Under the new operating agreement the contractor (Peregrine Sports LLC will continue to be responsible for all operating 
and maintenance cost at the stadium and will pay alarger share of repair costs over the 25 year term of the ugr""1nant. As
 
a result the on-going costs of the Ciry will not change substantially and the City will not be paying for certaiñ repair costs.
 
ln sum, there is no significant increase in costs to the city for the running of PGE Park, and depenaing on the volume and
 
nâture of needed repairs in future years, the City costs will be less than what they would have been under the cunent
 
agreement,
 

The Spectator Fund will contribute $11.9 to the capital cost of the project through a comþination of cash and a future bond
 
issue. Initially, the City's share will be fnanced through 
a line of credit until the project is finished in the spring of 201 l.
 
At that time, decisíons will be made on the amount of the cash contribution and the balance will be financeå thrãugh a
 
bond sale. The debt service for the new bonds will be paid for frorn revenues in the Spectator Fund. 

Staffin s ReouireEr en ts: 
5) WiU any positions be created, eliminated or rc-classified in the current yeâr as a result of this legislation? (If new
 
positions are created please ínclude whether tley will be parl-time, full-time, limited term or permanent positions. ijthe

posítion is limited term please indicate the end of the term.)
 

No. 

6) Will positions be created or eliminate d, in futttre years as a result of this legislation? 

No. 

7) Chanee in Annrou.riations (Please reflect the dollar dmount to be appropriated by thís tegislatíon. Include the
 
appropriate center codes and accounls that are to be loaded by accounting. Indicate "r7ew" in Center Code column if new
 
center needs to be creqted. Use addítional space if needed.)
 

Fund Center Code Account Amount Proiect Fund Project No. 

No appropriations changes are needed in the current fiscal year for the project. 

HEAD (Typed name and signafure) 
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Amendments passed by Council January 27,2010 

WEDNBSDAY, 2:00 PM. JANUARY 27. 2010 

TIME CERT,{IN: 2:00 PM - Approve agreements between the City 
and Peregrine Sports LLC for the renovation and operation ofPGE Park 
for use by Major League Soccer (Ordinance introduced by Mayor Adams 
and Comrnissioner Leonard) 2 hours requested 

Motion to accept 6(Amendments to MLS Transaction Documentst' 
(See attached): Moved by Mayor Adams and seconded by 
Commissioner Leonard (Y-5) 

Motion to amend Redevelopment Agreementpage20r line 3 to read 
consider developing a parking facility: Moved by Commissioner Fritz 
and seconded by Commissioner Saltzman (Y-5) 

PASSED TO
 
SECOND READING
 

AS AMENDED
 
FEBRUARY 3,2010
 

AT 9:30 AM
 



å & Ë$tj 1 ffi 

AMENDMENT
¡JAmendrncnts to MLS Transaction Ì)ocuments I f ,i:;:, "',/.l'r'{:::. 

Redcvelopment Agreement Amendments: 

The followinLnew Section 22.4.5 shall be added to the Redevelopment Agreement: 

22.4.5 If MLS has not awarded the Team to Peregrine within two (2) Business Days of 
the Closing l)ate, then, on or before January 31,2011, Peregrine shall have obtained from MLS 
the award of the Team. Within the f'oregoing tirne periods, as applicable, Peregrine shall deliver 
to the City written evidence that MLS has awarded the Team to Peregrine, which evidence shall 
be reasonably satisfactory to the City. 

'l'he f'ollowing new clause shall be added to the end of Section 26.1 . 1 of the Redevelopment 
Agreement: 

"... and provided further that in the everf of Peregrine's failure to achieve the condition 
set forth in Section 22.4.5, such tirne period shall not be longer than one (l) year fi'om the 
Substanti al Cornpletion Date. " 

'fhe following new Section 26.2.3 shall be added to the Redevelopment Aereernent: 

26.2.3 Notwithstanding anything to the contraly set forth in this Agreement, upon 
an Event of Default due to a failure of the condition set forth in Section 22.4,5, the City's sole 
and exclusive remedies shall be as follows: 

26.2.3.1 Peregrine shall pay to the City an amount eclual to the City 
Debt, including interest on the Interim Financing and the costs associated with issuance of the 
Stadium llonds, if any. Payrnent in full by Peregrine of the amounts required by this Section 
26.2.3, 1 shall relieve Peregrine of its obligation to pay alnounts owing under Sections 6.2 and 6.3 
of the Operating Agreement. 

,1 

26.2.3.2 Not later than one hundred eighty (1 80) days alter the 
ìivent of Default due to a failuri: ol'the condition set f'orth in Section 22.4.5, the City rnay 
terminate this Agreement by delivering written notice to Peregrine of suoh termination. lJpon 
such tcrmination, the City, through the grant of an entry permit, will allow Peregrine to remain 
on the Project Sitc lbr thc solc prlrpose ol cornpleting the Project Improvements, provided that 
Peregrine has agreed in writing to complete the Project Improvements. In such event, the 
provisiot.rs of this Agreement related to Substantial Cornpletion and Final Completion shall 
remain in full force and effect. 

26.2.3.3 Nothing in this Section 26.2.3 shall be deemed to release 
the (iuarantors lionr tlieir obligations uncler the Project Completion Guaranty. 'I'he provisions of 
tlris Section 26.2.3 shall survive the termination of this Agreement. 

lC.\Docun.,entr antl Scrtings\atjvcl\l,ooal Scttings\'l-cnr¡ro[ary Intcrner Iilcs\OI..l(3 lC\l)OIì'l 
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lìevcnuc Strcam Guaranty Amendments: 

l'he following Recitals shall be added to the Revenue Stream Guarant)¡: 

WI-IìIREAS, Peregrine has further agreed pursuant to the Redevelopment Agreement 
that, if MLS has not awarded the Team (as defined in the Redevelopment Agreernent) to 
Peregrine on or before the Closing Date (as defined in the Redevelopment Agreement), then 
Peregrine must have obtained the award of the -feam from MLS no later than January 3 l, 20ll; 

WI-IEREAS, as an inducement to the City to enter into the Redevelopment Agreement 
and the Operating Agreement, the Guarantors have agreed to guarantee the payment to the City
of amounts due and owing under Section 26.2.3.1 of the Redevelopment Agreement for 
Peregrine's failure to have obtained the award of the Team on or before January 31,2011; 

Paragraph I of the Revenue Strearn Guarant)¡ shall be revised to read as follows: 

L The Guarantors hereby unconditionaìly, irrevocably and absolutely 
guarantee to the City the full and prompt payment when due (a) for each of the first seven years 
of the Operations 'ferm ol'(i) Annual Payrnents and (ii) any Guaranteed User þ'ee Amounts, both 
of which Peregrine is obligated to pay under, pursuant to or in connection with the Operating 
Agreement, and (b) any and all amounts due to the City from Peregrine pursuant to Section 
26.2.3.1 of the Redevelopment Agreement (collectively, the "Payment Obligations"), until each 
and all of the Payment Obligations have been fully and finally paid and/or satisfied. The 
Guarantors acknowledge and agree that Peregrine's obligation to promptly pay the Payment 
Obligations to the City remains in full force and effect even if (x) the Operating Agreement 
expires or is terminated prior to the end of the seventh year of the Operations f'erm for any 
reason other than a City Event of Default (as defined in the Operating Agreement) thereunder or 
0) the Redevelopment Agreement is terminated pursuant to Section 26.2.3.2 thereof. 
Notwithstanding the foregoing, if the Guarantors are required to make payments under clause (b) 
ol'the first sentence of this Section 1 and make all such payments, or if payment of amounts 
owing under Section 26.2.3.1 of tlie Redevelopment Agreement are paid in full by Peregrine, 
then the obligation of the Guarantors to pay Annual Payments and Guaranteed User Fee 
Amounts for each of the first seven years of the Operations Terms shall terrninate and be of no 
further force or eflèct. 

Projcct Completion Guaranty Amendments: 

'I'he fbllowing new Section 1.1.6 shall be added to the Project Completion Guaranty: 

1.1 .6 1'he City terminates the Iìedevelopment Agreement pursuant to Section 
26.2.3.2 thereof, Peregrine has not Substantially Completed the Project Improvements and 
Peregrine does not continue to diligently pursue cornpletion of the Project Improvements. 

2C:\Do"un.rents and Seltings\âtjvd\t,ocal SettingsYl-enrporary Intcrnct Files\OLK3 l C\lrOR l 
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Operating Agreement Amendments: 

The following new Section 18.1.1 .8 shall be added to the Operatins Agreement: 

18.1.1.8 If an Event of Default (as defined in the Redevelopment Agreement) 
occltrs under the Redeveloprnent Agreement due to a failure of the condition set forth in Section 
22.4.5 thereof; in the case of a Peregrine Event of Default under the Redevelopment Agreement, 
the City need not give written notice of a default under this Agreernent, 

3C:\Docurnents and Settings\atjvd\l,ocal Scttings\'l'emporary lntcrnct Irilcs\Ol.,K3 IC\POIìl 
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MLS Project
 
Summary of Deal Terms
 

January 2010
 

Thís summary of terms addresses the keyfinancíal, business ancl cíty policy¿sszes
contaíned in the seríes of agreement between the City and Peregrin-e Sporis for the' convers'ìon of PGE Park ínto a Major League Soccerfaciltty. The City teøm working on 
the proiect was guided by the work of a cilizens' taskforce-on MLS. ín addition, Ciîy
Council províded guidance in approvíng several r"rolution, during 200g some o¡wñfcl,
included transaction tenns and other city policy requirements. 

The agreements for the MLS project include: 

&edevelopment Agreement (RD{t - addresses projectfundtng, desígn, construction and 
project mandgementfor the renovation of the stadíum. 

Operating Aereement (OA) - addresses stødium maíntenance, operations, repaír.s, event 
mønagement and payments to the Cítyfor the 25 year term of Pãregrine's right to 
operate the stadium. 

Exclusive Use &. Guarant:¿ Agreement - guarantees rhat the MLS teamwítl ptay all home 
games at the stadiwnfor the duration of the operating agreemeftt. 

Revenqe StreaT -GuarantL- provídes the personal guarantee of the Paulson famity for
the payrnent of the stadium license fee and user fe"i ¡o, y"orc t -f o¡ tttu operating 
agreement. At closíng, Peregrine wíll pre-pay all license and userfees þr years-y-25,
therefore, the guaranty is only neededfor years l_7. 

Completiotn Guara4ly:oblígates the Paulsonfamily to complete the construction of 
stadíum improvements in the event of a delay or interruption in the project. 

MAC Amended Eqsement * provides MAC's consent to build project elements withín the 
area owned by MAC and used by the stødium under the easement agreement. 

Prqiect lundine Agreement - defines the procedures for the parties' deposiring of project 
funds ínto a trustee account andfor the disbursemeni offunds to pay þr project
improvements during the course of constructíon. 

Financial Guarantees and Protections 

I' 	City Revenue Personal Guarantee - Transaction Terms contained in Resolutions 366g7
and 36717 required that Peregrine guarantee the payment of PGE Park license and user 
fees for the life of the city bonds. The Revenue _Stream Quaranty unconditionally 
guarantees payment to the City of PGE Park license and user fees for years I -7 of the 
operating term (except for a City default). Peregrine will prepay PGBPark license and 
user fees for years 8-25 as required in the Bedevelopnrent Agreðment (RDA Section 
17.I.1). This requiremenr has been firlly met. 
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2.	 Project Cost Qvem¡ns Responsibility.of Peregrine - Terms attached to Resolution36687 
cailed for the City to pay for the first $2,5 million in cost oveffuns for the MLS and 
Triple-A facilities, with Peregrine responsible for any additional cost overruns. This 
condition was changed in the MLS-only Resolution No. 36717 and in the Redevelopqent 
Aereement. Peregrine will be responsible for paying all cost overruns and will be able to 
recover the present value of $ I million in cost overruns through the waiver of license and 
user fee payments for years 26-28 (RDA Section 11.9.2 and 17.3.4). 

3.	 Project CQmpletion Personal Guarantee - This issue was not addressed in the Transaction 
Terms in either resolution. The Completion Guarantv obligates Hank and Merritt 
Paulson to complete project improvements in the event that Peregrine fails to do so. The 
Paulson's commitment to complete the project carries a maximum financial liability of 
$20 rnillion. 

4. TpAm Relocation Prohibited - The Transaction Terms called for a Peregrine guarantee 
that the MLS team would not be relocated for thc term of the City bonds sold for the 
project and the 25 year term of the Operating Agreement. This obligation is fulfrlled by 
the Exclusive Use and Guafanty Agreement. 

Financíal and Business Terms 

1. Project Cost.shared Between Peregrine and Spectator Sport A,ttendees (Nò Gengral Fund 
Contributjon\ - The project budget remains $31 million based on the Transaction Terms 
contained in Resolution No. 36717. Funding includes $8 million in Peregrine cash, $ I l. I 
million in Peregrine prepaid license and user fees (RDA Section 1,7.1), and $ I L9 million 
in Spectator Fund cash and bond proceeds (RDA Section 17.1.3). The City's share could 
be reduced if savings are achieved in project Systems Development Charges and/or the 
2Yo îor Art program RDA Section t 7. t .3). 

2. Payments to the Ci$¡ Fixed at 7%/ Ciqy to Share in Potential Upsidp - Other than being 
converted from a fiscal to a calendar year, the schedule of Rent and Payments and User 
Fees which were a part of Resolution No. 36717 has not changed. The user fee rate is 7o/o 

and the City could realize additional revenues should user fees exceed the projected 
amounts per the schedule. 

3. Peregrine Respor¡sible for Stadium Operations and Maintenance - Under the Operating 
Agreement Peregrine is responsible for all operating and maintenance costs for PGE Park 
(OA Section 6). 

4. Repairs and Replacements - (OA Section 4) Peregrine is responsible for the repair and 
replacement of the electronic video/scoreboard, all electronic advertising signs and signs 
associated with naming rights. The City is responsible for the repair and replacement of 
the turf. The replacement cycle is eight years, and if the turf needs to be replaced in less 
than eight years, Peregrine will pay 20% of the cost. With the approval of the City, 
Peregrine may replace the artificial turf with natural grass if required by MLS at 
Peregrine's expense (OA Section 4.1,2) 

The City is fully responsible for structural inspections and repairs. The City is 
responsible for the replacement of building systems (HVAC, plurnbing, electrical, 
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elevators). A portion of the repair costs for building systems will be shared 50/50, with 
additÍonal costs to be paid by the City. For all othei elements of the facility, repair costs 
will be split 50/50. All costs (operations, maintenance, repair, or replacements) 
associated with the clÍnic facility are the responsibility of Peregrine (OA Section 4.5.14). 

City Poltcy and Council Directives 

t' Youth Athletic Fields - For 2010 -2014, Peregrine will contribute $50,000 per year for
 
the improvement of youth athletic fîelds within the City (OA Secrion 1.8.3.i).
 

2' LEED Silver Çertification - Peregrine is responsible for achieving a Silver Certification 
from US Green Buildings Council for Existing Buildings Operatiõn and Maintenance 
(RDA Section 4.7). 

3' City Directe{V/ases - The cur¡ent program will continue under which the City
 
reimburses Peregrine for the fair wage differential for part-time, direct employees of
 
Peregrine (RDA Section 4.8, OA Section 4.l l).
 

4 Clinic Facility. Peregrine plans to build a sports clinic facility as part of the expanded 
stadium structure. Peregrine will pay all costs of constructing the clinic facility, which is 
not included in the $3 I million project budget (RDA Section t I . 10.4 and 12. I 0). 
Peregrine anticipates enteríng into an agreement to allow Providence to use the clinic 
facility on terms acceptable to the City. The clinic facility will be open to the general
publíc and will provide services to patients insured by Medicare, Medicaid and the 
Oregon Health Plan (OA 4.t3). 

5' MWESB- - City policies and goals in the area of minority and women owned businesses
 
and for emerging small businesses will be implemented by Peregrine through
 
requirements within the agreement for the general contractor (RDA Section 3.2.5 and
 
Exhibit 3.2.5),
 

6' Tanner Creek - Peregrine is required to construct a freestanding foundation system that
 
will not suffer damage if the Tanner Creek sewer line should fail or surcharge and to take
 
measures to protect the sewer line during construction and durin gthe 25 year term of the
 
Operating Agreement (RDA Section 3,6, OA Section 4.14).
 

7. MLS AQoroval - As p condition to closing, MLS must confirm in writing that the
 
planned stadium improvements meet MLS facility requirements and MLS approves the
 
stadium as a site for MLS games. MLS will also acknowledge the waiver óf any MLS
 
requirements that can not be met by the stadium improvemenis. (RDA Section Zl.Z.l3)
 

8. PSU Football- Peregrine is obligated to allow PSU to resurne use of the stadium for
 
home football games beginning in 201I under terms and conditions acceptable to the
 
parties. The City encourages the parties to enter into a multi-year ugr..*rnt subject to
 
dispute resolution. (RDA Section 2.5,O^section 3.S,6)
 

9. Triple-A Baseþall - Peregrine must indemnify the City from any claim by the pCL or 
Portland Beavers related to the inability of the Beavers to use the stadium following the
 
2010 season. (RDA Section 5.2)
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Exhibit B 
Schedule of Rent Payments and projected User Fees 

Calendar Year Gonversion 

Discount Rate: 8.00% 

2011 1 

2012 2 
2013 
2014 

. 20.ts 

3 
4 
5 

1,s65,920 
1,605,772 

2016 6 
2A17 7 

2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 

I 
o 

10 
11 

12 
13 
14 
15 

1,075,000 
1,100,000 

719.774 
736,992 
754,727 
772,994 
791,809 
8f1.1BB 

1,769,774 

1,854,727 
1,897,994 
1,s41,809 
1,986,1 
2,031.1 

859,097 
814,017 
771,119 
730,317 
691,527 

$956,1 54 
1,862,601 

2026 16 872.884 2,122,884 
2027 
2028 
2029 
2030 

17 
1B 

19 
2!0 

894,690 
917,162 
940,302 

2,169,696 
2,217,162 
2,265,302 
2,314,136 

2031 21 1,375,000 
2032 
2033 

22 
23 1,425,000 

1 ,013.97 
1,040,01 

10,079,21 

2Q34 24 
2035 25 1.0s4.471 2,569,471 11,271.1 

Gontingent Gost Overrr¡n Rêcovery 

PGË PGE 
Fiscal 
Year Year 

Park 
Rent 

Park Only 
User Fees Total 

Cumulative 
PV 

2036
2037
2038 

26 
27 
28 

1,500,000 
1,525,000 
1 

1,122,930 
1,152,243 
1,182,435 

2,622,930 
2,677,243 

354,625
335,155 
316,727 

354,625 
689,7S0 

1,006.507 


