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Room 210 " 5329 N.E. UNION AVENUE

Phone 288.7051 oREGON 97211

June 1, 1970

The llonorabl-e Terry D. Schrunk
Mayor
City Ha11
Portland, Oregon

Dear Mayor Schrun]<:

f am pleased to submit this my final report on the proposed
Model Cities Comnunity DeveLopment Program. Although the docrment
includes and is developed around the recornrnendati.ons presented you
by your Model Cities Economic Development Task Eorce, it is lerrgthy.
Eor your convenience, this letter summarizes the recommendations
contained herein and suggests future steps to obtain the program's
prompt and successful implementation.

From the outset, your task force was faced with two basic
problems:

(1) To find an appropriate operating agensy which would
be readily acceptable in Lhe model cities business corununi ty and to
which the City can confidently delegate authority and responsibility
sufficient to ensur:e effective implementation of a highly technical
prollram;

(2) To detenn-ine whether the lending of seed capital as
well as provision of technical assistance services to client business
concertrs should be retained in the face of possible Constitutj.onal
restrictions on and 1ega1 questions about the Cityrs ability to sup-
ply supplemental funds for the total range of proposed program activ-
ities.

Ihe task force reached explicit conclusions on each of these
points. Based on the universal experience of the other first round
cities studied and the virtual non-existence of an agency, public or
private, ful1y qualified to undertake the complete range of necessary
serviees, the reconunendation is that a local development corporation,
licensed for participation in SmalI Business Administration lending
programs, be utilized to operate the progran- The proposed corpor-
ation would be model neighborhood based but benef i-t from substantial
participation, both on the board of c;-irectors and .in a<lvi sory
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capacities, from persons throughout the metropolitan econorni c corn-
rnunity of recognized technical and administrative competence.

ft is the considered opinion of the task force that the pos-
sibLe Constitutional lirnitation has been resolved by the structure
and form of the proposed local development corporation. The over-
riding objective of the task force was to develop the program re-
lationships so as to ensure they do not offend provisions of the
oregon Constitution. fire corporation's proposed relationship with
ttre City is that of an independent contractor agreeing to perform
specific services for the Ci-ty, utilizing Model Cities Administra-
tion supplemental funds and no monies from the City's general fund.
In these terms, the City will be ttre transfer channel through which
federal rnonies flow to the operating agency for purposes spelled out
in the proposed program. The contractual relationship defined in
the task force recornnendations should eliminate any question of the
City lending credit or donating assets to private organizations either
in the case of the Iocal development corporation or partj-cipating
client business concerns. Thj.s view j-s especially valid considering
the arguments pnesented by the Fresno City Attorney quoted at length
on page twenty-three of the following report and the fact that the
task force borrowed heavily from the pl-ans of Seattle, Fresno, and
Butte, adapting specific elements to the goals of the proposed Port-
land program. They consequently ernboaly established practice and pro-
cedure already approved by the Moilel Cities Adnrinistration.

The task force is presently awaiting an opinion from the Portland
City Attorney and your office as to the acceptability of the p1an. The
group, or a sub-committee thereof, has volunteered to secure the par-
ticipation of experienced and responsible individuals on the proposed
cortrroration's board of directors. r recomnend this course of action to
organize the operating agency and proceed to development of a specific
program for submission to H.U.D. As the me bers. of the task force are
talented individuals with a demonstrated interest in the community Devel-
opment Program, this initiative Lrith the advice and counsel of your of-
fice would appear to be ttre most straightforward approach to the problem
of organization.

It i-s important to note that the task force process by itself has
fulfilled a function essential to the ultimate success of the progran.
By bringing together representatives of virtua.lly every resource agency
potentially useful to the proposed economic development effort and
members of the model cities business community, the study has established
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critical lines of cor:rmunj-cati6n. The dial-ogue generated by the
inquiry has developed a new level of interest on the part of many
groups and individuals who might not othenise have become con-
eerned with the issues. Those who participated invested consider-
able time and unquestioned talent in a sincele effort to resolve
the problems discussed in the foJ,lowing report. That the present
tempo of discussion and intensity of interest be sustained is crit-
ical to the total Model Cities Program- I urge a prompt response
to the group 's recommendations before the benefits of your efforts
in organizing ttre inguiry clissipate with time.

StncerelYt

frank Cox
Econoni c Consultant
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June 1, l97O

Mr. Kenneth Hampton
Interim Director
Portland Model Cities Program
Portland, Oregon 97211

Dear Mr. Hampton !

I am pleased to subrdt this report on the proposed Portl-and
Moatel Cities Conmunity Development Program. This report is a
summary narrative structured around the Mayor-appointed Model Cities
Corununity Development Task Force's recommendations. It contains
the followinq elements:

(1) A review of the inner city econorni c problem and pos-
sible solutions pertaining to conditions in the model neighborhoods;

(2) A review of background material initially presented
to the task force for consideration;

(3) The fuIl text of the final task force recommendations
including recommended articles, by 1aws, and an operating agreement
between the City and the proposed loca1 development corporation.
The task force report defines the program elements necessary to achieve
the indicated objectives and spel1s out the organizational structure
and lateral relationships required for effective program implementa-
tion. The 1egaI documents identify the relationship desired between
the City and corporation as the program's operating agencyt

(4) A critique of the final task force recommendations
which indicates the steps necessary to obtain formation of the pro-
posed corporation and implementation of the program.

Economic development is crucial to the overirll Model Cities Program
and I urge favorable consideration of the recomnendations contained here-
in.

Sincerely,

E,O, lu4
Frank Cox
Economi c Consultant
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Preface

For a large nunicipality to fund action oriented research

inrplies recognition of deep and pressing problems. It also sug-

gests a commitment to their resolution. rtris project reflects

the City of Port.land's emerging conmitment to resoLve j.ts core

area economic problem. fhe process by whi ctr the following recom-

mendations were developed likewise dernonstrates the ability of

diverse elements of a large metropolitan system cooperatively to

focu$ on a specific problem area. Whil"e the dilenuna of rrrodel

cities underdevelopment directly effects only a relatively iso-

lated interest group it influences the economic health of the

total comrnunity by retarding overall metropolitan progress. lltrat

prospects for prompt implementation of the proposeil Model Cities

Cotrmunity Development Progxam are nor greatly improved is to ttre

credit of all who participated in the study effort and the Cityrs

re-affimed interest in the projectrs success.

Introduction

lltris report will consider the folIolving factors reJ.ating to

the proposed Community Development Program:

(1) Appropriate tools with whictr to generate econorri c

development in the model neighborhoods and improve ttre economic

situation of area residents;
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(2t E)q)eriences in other first round cities with

operational economic deve lopment programs,

(3) Alternate methods of program organization and

adnEnistration,

(4') Recomnended method of program organization and

administrati-on.

Methodoloqy

The Conununity Developnent Progra$, its role in the overa]-l

Model Cities Program and tJle arears.baLanced growth, has been the

sulcject of considerable discussion since its original sr:lcmiseion

in Decernber 1958. Its re-development involves complicated issues

which recommend against any unilateral attempt at re-design. The.

Motlel Cities Economic Development Working Conurittee consequent,ly

joined with the Office of the Mayor in organizing a city-wide task

force to evaluate the program, make recommendations on appropriate

scope and objectives, and assess the qualifications of alternative

organizations to effect its implementatj.on. As the task foree brings

together the business leadership of the rnodel cities comnunity and

organizations concerned with econonic progress in the greater metro-

poLitan area, the effort may be viewed both as an extension of

roorking corunittee analyses and an independent, third party appraisal

of the issues .
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The writer performed staff functions required to facilitate

the studyr investigating all areas pertj-nent to the problem under

consideration and reporting to ttre task force and working commit-

tee at periodic intervals. The inquiry spanned an eight week per-

iod ending on May 25, L97O vJhen recomenclations were presented to

Mayor Schrunk. They are included in ttris report together with a

surunary of the inforrnation considered and a critique of the final

task force report.

Inner City Economics: Probl-ems and solutions

Successful economi c development requires the application of

every available resource to the production of gooils and services.

When underdevelopment occurs in a blighted core corununity such as

the model cities area, horrever, ttre problems of race introduce com-

plex socio-cultural 'considerations which are difficult to separate

from ttre strictly economic. Progress can nevertheless be made if

orthodox mettrods are used to analyze the most apparent dysfunctions

while recognizing the influence of the environment in which the econ-

orric probJ.em evolved.

Altholgh the tools of economic analysis have been developing

for two hundred years, they still perform best in situations involv-

ing the allocation of resources. Established teehniques have yet.

to become flexible enough to deal effectively with the c,omplex web

of interrelationships arising from conditions of core area decline.
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The tradi tj.onal tools of economic development are nonetheless

applicable to the extent concentrated pockets of high unempl-oy-

ment and low income distort the desired pattern of metropolitan

resource utiLization. It is therefore profitable to consider tJ.e

model cities problem in its overall urban context, isolating

central econornic variabLes to design ttre optimal mix of traditional

and innovative deveJ-opmental strategies .

The task ferce recouuuendations embodly such a strategic mix.

Ttre proposal directly addresses three readily identifiable area

probJ-ons:

(1) Linited resident access to and a constricted flow

of venture capital to the nodel neighborhoodsi

(2, Linited resident managerial-entrepeneurial exper-

ience and training;

lSl IIighIy concentrated unenployment and underefirploy-

ment caused at least in part by the lack of meaningful job oppor-

tunities in locations convenient from ttre nrocle 1 neighborhoods.

A principal characteristic of low income communities is the

absence of a financial base sufficient to generate increased econ-

onric activity. E:qrerience demonstrates that financial institutions

are reluctant to become involved in core area investnents for lack

of adequate incentives to overcome what they perceive to be inord-

inately high risks. Ehese factors combine to create an aLmost
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insurmourtable barrier which effectively isolates the community,

particularly the nr-inority entrepeneur, from those institutions

which supply the financial resources necessary for economic growth.

The Commrrnity Developrnent Program seeks to reduce or completely

elimj-nate this isolation by:

(1) Loaning seed monies on advantageous terms to area

entrepeneurs to enh.ance opportunities for greater participation in

Small Eusiness Administration and other lendinq programs i

. (21 Supporting the programrs financial function by

making availabfe technical assistance to individual clients in

preparation of business loan applications, pre-investment planning,

and continuous managrement counseling aimed at solving specific

operational problems .

Each of these activj-ties is designeil to increase the fLow of loan-

able funds to the model cities buSiness community. The availability

of seed capi.tal within ttre community will increase the nunber of

resident entrepeneurs eligible for Snall Business Administration ard

private institutional loans. Back up technical assistance will gen-

erate an increaseil rate of successful enterprise formation and reduce

the risk of inner city small business investments to a 1evel of par-

ity wi ttr similar projects in other parts of the metropolitan area.

The arears Li.mi tetl entr,epeneurial experience contributes to the
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unavailability of financial resources. Because of the small

number of resiilent controllecl businesses, there is an inadequate

nucleus of experienced entrepeneurial talent around which to de-

velop expanded and more efficient enterprise. Ihe proposed pro-

gram addresses this problem by:

(1) Providing management counseling and relateil tech-

nical services to improve the efficiency of existing operations

while delivering similar services to prospective entrepeneurs to

increase the probability of successful entry into businessi

(2t Developing a program of unilerstudy placement hrith

existing business organizations to allow those residents desiring

manager.ial.-entrepeneurial careers to sharpen the skills and acquire

the practical experience needed for success in business.

ttrese program elements seek to increase resident entrepeneur-

ship and effect integration of ttre model cities business community

into the general pattern of greater metropolitan economic activity.

Other benefits will be improved resident access to a wider variety

of goods and services more efficiently produced. Ihe nunrber of res-

ident owned and operated businesses in the core cornnunity is abnorm-

ally low; resident controlleil enterprise in other parts of the city

is virtually non-existent. Itre community will benefit from develop-

ment of a more numerous antl influential entrepeneurial-managerial

cadre more likely to be concerneil with core area growth. As profit

centers are created within the model neighborhoods, re-investment
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will occur, accelerating the developrnental process.

Ihe art of sma11 busi.ness packaging, particularly those

aspects concentrating on developing minorj- ty controlled enter-

prise, is a comparably nevr field. Inrrovative techniques of prac-

tical economic analysis and the management sciences are proposed

to develop and ma-intain viable resident owned and operated busi-

ness operations. The overriding goal is to strengthen ttre core

coromunity economic infrastructure and narrow t}re gulf separat.ing

prospective and existing fesident entrepeneurs from established

financial and product rnarkets.

Although a partial solution, entrepeneurship cannot be ex-

pected tota1ly to .resolve the larger condition. More orthodox

developmental tectrniques are required. Effective and continuous

economic planning is essential to the program. l[trat demand for

goods and services be balanced with resources available or to be

developed within ttre nodel nej.ghborhoods is necessary to ensure

a favorable rate of successful new enterprise formation. In a re-

J.ated area, high unemployment-1ow income conditions restrict

the nunber of retail or service establishments the core conununity

can support. This will lessen tJre impact immediately to be expected

from a strategy of entreneurship and business expansion and recom-

mends the following:
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(1) Initially assist entrepeneurship in core com-

munity Locations only to Ure extent the products and services

offered satisfy but do not exceed the effective demand of area

consumers as determined by employment and income conditi-ons;

(2) Assist resident entrepeneu.rs to locate in other

sections of the city where existing markets are better equipped

to support new enterprise formation;

(3) Concurrently initiate a concerted program of j'n-

dustrial promotion to attract job productive investment to de-

sirable locations. The programrs financial resources should be

utilized to assist those firms capable of training-employing

area residents. This activity should include development of a

well planned light industrial park, business loans to companies

e:q>ressing a desire to locate in or near the model neighborhooils,

and construction-lease back of turn key plant facilities.

{

The effect of an appropriately impJ.emented pr.ogram of industr,ial

promotion will be development of more viable core area secondary

markets into which resident retail-service entrepeneurs can enter

and flourish. this is not an internal manpower development compon-

ent but the use of financial leverage to influence corporate loca-

tional decisions and personnel-hiring poJ.icies.



(e)

Task f'orce Background Information

The foregoing describes the elements necessary to generate

balanced model neighborhood economic development. lihat remains

is to review the experiences of otler first round citi"es, determ-

ine organizational-administratj-ve options, and critique the task

force reconrnendations. This section incl-udes the background j.n-

formation initially presented to the task force in addition to

pertinent material gathered during the inquiry

Prologue

Black Capitalism: Concept and Application

Roughly 22,OOO or 52 per cent of all modeL neighborhood

residents are non-white. Despite this, a staff conducted survey

shows that in 1968 only eighty-nine of one thousand nine hundred

and eighty seven business licenses in the area hrere held by estab-

lishrnents owned or operated by black persons. With few exceptions

these enterprises are limited scale service Jpeiations: beauty

shops, clubs and taverns, hnd restaurants dominate the mix. Such

a low rate of minority entrepeneuria!. participation suggests a

strategTy of black capitalism.

The concept has gained substantial currency as a policy of
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innovatj.ve private-public sector partrrership to stimulate inner

city economic development. Ttreotlore Cross depicts it as a strat-

egy r:rging creation of:

new jobs and profit centers inside ghetto areas. The program
also seeks to transfer ownership of ghetto business from white
to black control, at the same time builcling in the ghetto new
banks, insurance companies, production, and service facilities.

If only by omission, this characterization is overly restrictive.

The notion of a strategy limited to black ownership of those bus-

inesses suited only to compete in the ghetto market under estirnates

t}le capacity of minority entrepeneurs and makes such a policy pat-

ently inappropriate in Portland, fn no area of the model neighbor-

hoods are there conditions resembling a so-cal.led ghetto market

protecteil by a segregation tariff sufficient to sustain long term

operation of enterprise serving blacks only.

Because of this, a more relevant approach is likely a compre-

hensive strategy of model cities community capital development.

This alternative should include accepted practices of econorrj.c de-

velopment planning and industrial pronotion, at the same time emphas-

izing assistance to those resident entrepeneurs considered most

likely to establish effectively competitive enterprise. Some combi-

nation of orthodox practices tempered by an urgent goal of resident

capital development should prove to be the appropriate strategy for

the proposed Cornmuni ty Development Program. This is not bLack cap-

i.talism inalterably dependent on segregated markets but a viable
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process of developmental assistance focusing on managing avail-

a.ble resources to compete in the open market. P.r.ospects for black

capitalisrn should be weighed in this sense anil not in terms of

separatist econorn-ic deveJ-opment.

Task force Assignment

This task force has been convened to rnake reconunendations

to the Model Cities Econorlic Development Working Committee and

the citfice of the Mayor on the desired scope of the proposed

Commrnity DeveLopment Progran ald the qualifications of alterna-

tive organizations to implement the project.

Introduction

Irlodel- Citiesr stated purpose is to improve the quality of

Iife in the model neighborhoods. To this end, twenty-six projects

ranging from rehabilitation of the physical environment to improv-

ing the climate of police-community relations were developed for

implementation prior to ttre end of the first action year on

Decenber 31. 1970. r'or various reasons, however, eleven of these,

inclucling the Community Development Program, have yet to be ful1y

approved and funded. substantially delaying coordinated application

of the total action program.

To argue the moilel cities area is economically disadvantaged is



(12)

to state the obvious. Thc m<.rst rudimentary intlices demonstrate

the community's disproportionate share of unemployment, under-

employment, and low income. As impqrtant as such measures are,

however, they are only symptomatic of the basic problem--- econ-

onri c isolation. The c.:ommunity's principal function can be de-

finecl by the extent. to whi ch it exports its labor resource and

gross resident inc.ome to other parts of the metropolitan area.

V{ithout an e:<panded economic base, the area is likely to remain

an isolated pocket of underdevelopment surrounded by but not.in-

tegrated with the greater Portlancl economic comnunity.

The issue of economic development is critical to the Moilel

Cities Program: unless the di tenuna of underdevelopment is remed-

ied at least to the point where progress is visibLe, chances for

success in other important program areas wiII be reduced accordingly.

Because of this, your reconrmendations will materially influence

progress in the complete range of Model Cities Agenry activities.

Procedure: Proiect Development and Approval

Before proceeiling to specific operational considerations, it

will be useful to review briefly the multi-phase process of project

development, review, and approvaL for the benefit of those task

force participants unfaruiLiar with Model Cities procedure.

A11 projects originate with citizens working cormuittees the
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the members of which are responsible to the Citizens Plannillg

Board as representative of all model neighborhooil residents.

Individual components are developed try the particular working

cormittee involveil and forwarded to the Citizens Planning Board

for consideration and approval . Thereafter tJle approval of the

Mayor and City Council is sought and the component is forwarded to

the Department of Housing and Urban Development for funding.

Contracts are then 1et by the City of Portland to the asJency se-

lected to implernent the project. Throughout the contractual re-

lationship the Mode1 Cities Agency monitors and evaluates operator

performance in terms of pre-selected anil agreed to criteria.

The Communi ty Development Program is inclutled in tJle first

action year program developeil for submj.ssion in December 1968. The

program is one of several which failed to recej-ve approval at tr^ro

levels. The Mayor and City Council questioned certain aspects of

the original package and the Departnrent of Housing and Urban Develop-

ment withheld approval until the project could be re-developed and

subrnitted at a later date. This task force is therefore supplementing

trrro phases of the process: assisting the City Council antl Citizens

Planning Board in selecting appropriate implementation strategy and

ttre working comr,nittee in re-developing the proposal.

The original Component

As originally conceived, the project proposes formation of a
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private non-profit corporation to irnplement a comprehensive

system of business technical-financiaL assj-stance and industrial

promotion. the plan calls for appointrnent of ttre organization's

governing board by the Citizens Plaru:ing Board, selecting exclus-

ively from among model neighborhood residents. As revised, the

Citizens Planning Board itself was designated as the governing

entity and policy making body. The plan ca11s for Model Cities

Adrninistration supplemental funtls to finance Ltre entire project.

A total budget of $1,4051510 is proposed of which $1,175,000 is

earmdrked for inclusion in the proposed revolving loan fixrd.

AJ-so in the proposal is provj-sion not only for the corporation to

supply seed capital for new business formation but also for it

to operate-control certain enterpri-ses as the need arises. The

organization is ttrus a financial institution of last resort with

an in-house technical assistance capability and the resources to

contract otrtside consultants. The mechanism is designed to provide

clients wittr a pre-planned business environment aLmost always un-

available to the management of small or newer enterprise.

The scope of the proposal. extends far beyond limitations

stanilard to local development or small business investment companies

on at least two counts: one hundred per cent federal fundirrg and

its ability to operate as well as assist client businesses. These

elements of the plan in addition to the almost totally integrated

structure of the Mode1 Cities-City of Portland-Corporation relation-

ship create some of the problerns inhibiting implementation. Prior
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to considering these, however, it is appropriate to revj.ew

pertinent organi zational-administrative experiences in other

first round cities -

Alternative Uoilels

The most frequently chosen mechanism for implementing
economic deve lopment is the local ilevel-opment corporation (LDC),
establishecl within the linits of state legislation and meeting
also the reg,Lrlations promulgateil by t.l.e Small Business Admini-
stration. These private corporations are currently receiving
local model cities funils in about ha].f the first round cities and
probably will be included in seventy-five per cent of the second
round cities' pIans. I.n this reg:ion of the Department, the first
round cities of Fresno, Seattle, and Butte have already begun work
hri th LDC's. Each of the other first round cities in this regj-on
(except Portland) is in ttre process of establishing new or negot-
iati.ng wittr existing LDC ts.

It is ttre position of ttris Department that ttre provi.sion of
local model cities funds for LDCrs and other business assi-stance
and development activities is entirel.y appropriate ancl included
sithin the broad range of econornic actj.vities in which model cities
agencies should be participating.

Andrew BeIl
Assistant Regional A&ninistrator
Department of Housing and Urban
Development

Seattle, Washingrton

Ecorromic development in SeatLLe ls the responsi-bility of

United Inner-City Development Foundation, Incorporated, a private,

non-profit corporation. Progran content and, objectives are essent-

ially ttre same as this city's proposal . The organi.zationaL structure,
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hornrever, is less manageable than ttre initially proposecl Corn-

muni ty Development Program. Specifically, built into ttre Seattle

program is an overly elaborate system of functional division.

While cl-arifying the role of each of the program's organizational

elements, the systemrs coordinative character restricts UICDFTs

capability to manage the overal-l effort.

Ttre Seattle plan states UICDF was incorporated by the IIodeI

Cities Program to organize, coordinate, and. function as an advisory

channe I for the sponsorship of capital projects an,il entrepeneruship

in the model neighborhoods. Accordingly, UICDF is the prime contrac-

tor wittr the City of Seattle: as an organizor-coordinator-advisor,

UIGX' has established working agreements ( srr)c-contracts ) with two

subsiiliary organizations, assj-gning to each a specific functional

element of the total program. Economic Growth Organization (EGO) is

a private, for-profit corporation set up to secure financing for

client entrepeneurs; the National Business League is a nationwj-de

organization contracted to supply nanagement assistance and technical

support. NBL thus fr.rnctions strictly as a m.rnagement consuLtant and

coordinator of outside consultant resources while E@ is an, LDC able

to borrow up to ninety per cent of project costs under provisions of

ttre Srnal1 Business Investment Act of 1958.

IIICDF is therefore an umbrella organization coordinating sub-

contractor activities. In the case of NBL' UfCDE. finances all re-

guired consultant services. To E@. while not undendriting a re-
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volving loan fwrd per se, it supplied resources sufficient to

staff a concerted effort to raise seed capital from external-

sources: government agencies other than the Mode I Cities Agenqf,

financial institutions, foundations, and private business con-

cerns. The relationships are clearly enough clefined to preclude

City equity participation in private, profit rnaking ventures.

Figrure one below describes the relationships between the City,

UICDE, ancl its subsiiliary agencies.

Fresno, Cal-ifornia

Fresno employs a totally integrated local development corT)-

oration. A unitary organization under contxact to the Fresno Model

Cities Program, Fresno West Developurent Company (EWDC ) is a private

non-profit corporation which combines planning, technical assistance,

coordinative, and investment functions uhder the nanagement of a

single executive director. The Director is responsible to a resident

elected board seventy five per cent of whom are rrcdel neighborhood

residentsi tlle rernainder is composed of e:<perienced individuals rep-

resenting the greater Fresno business conmrmity. In addition, each

project proposed for FwDc participation requires approval from a

board selected screening conrni ttee comprised of both non-residents

and residents .

Although conpletely integrated into FVIDC, the program incLudes

working agreements with t!,ro sub-contractors, facilitating



Figure One r Contractual Relationships by Function
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implementation of important activities. FWDC provides the

greater f'resno Chamber Of Commerce with resources necessary to

attract industry to the model neighborhood and adj acent areasi

also included in the f'resno West Budget are monies earmarked to

host industrial prospects. Ehe corporation also relies on the

expertise of t}re Fresno State College School of Busj-ness for op-

eration of its management training and entrepeneurial develop-

ment programs. As we1l, F'WDC contracts outside consultants when

needed to perform intensive economic feasibility studies and

business plarudng, supplementing its own technical assistance cap-

ability. lfhese relationships are depicteil in figure two below.

Significantly, virtually all aspe cts of ttre progran are financed

lrith Model Cities A&ninistration supplemental funds. i.ncluding

client seed capital loans and expenditures for preparation of j.n-

clustrial sites and commercial facilities.

Butte, Montana

Butters operating agency is also a local development corpora-

tion licensed for participation in Small Business Adrainistration

lending programs. ltre coqpany is uniler contract to the City ancl

Moclel Cities Agency to perform specific senrices in and around the

immediate model cities area. Conditions in Butte, hovlever, are more

rural in charbcter: the problem of high unemployment and the absence

of econon-ic diversification in Buote is not- compli.cated by non-econ-

omic factors associated wi ttr the di lemma of inner city stagnation and
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Figure fvo: Contractual Relationships by Function

Fresno Model Cities Economic Devel.pment Program
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is consequently more amenable to orthodox techniques of econ-

omic planning and industrial pronotion.

Portland: Strategic Emphasis

Ihe goals of Fresno and Seattle are roughly simiLar to

those in the original Portland proposal. Probl-ems approached

and the enviroru[ent in which solutions are sought nevertheless

var? by location. The West Fresno target area is a sprawling

quasj--suburb populatecl by sr:bstantial nurnlcers of black persons

barred from meaningful econorric opportunity as much by geograph-

ic considerations as t}le monentlm of tradition. fhe program

consequently stresses Localized industriaL development to nraxi-

nize imnediate employment irupact. UICDF, on the other hand,

operates in a true inner city environment--- extensive industrial

growth in the Seattle core area is unlikely because of established

and accelerating trends toward srrburban plant location. Accord-

ing1y, primary seattle progr.rm emphasis is on resident entrepeneur-

ial dlevelopment, particularly in service busLnesses.

Conditions in Poitland are substantially different. llhe

urgent need to develop resident managers-entrepeneurs is apparent

while the close proxiurity of Swan Island and Rivergate industrial

parks recommends a concerted inilustrj.al developnent-prorrcLion effort.

A dual approach is appropriate. Conrnercia] services should be in-

proved through innovative assistance to existing and prospective
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resident entrepeneurs as the more traditional 
. 
techniques of

industrial development are ernployed to generate the growttr of

employment opportunities convenient, from the area. Success-

ful program implementation requires a strategic balance of the

two approaches .

Problem Review: The Oriqinal Proqram

Both legal-Constitutional and structural probleras inhibit

program irnplementation. The City Attorney has this to say of the

original proposal:

The Constitution of the State of Oregon at Artlcle XI . Sec-
tion 9 provides as follows:

No city by vote of its citizens or other,rise sha11 become
a stockholder in any joint company, corporation, or association
whatever, or raise money for or loan its credit to, or in aicl of
any such qompany, corporation, or association.

A thorough investigation of the Oregon cases, including Miles v.
City of Eugene, Sprag'ue v. Straub, and Carruthers v. Port of As-
toria, reveals certain relationships between a municipality and
private endeavors are prohibited. l,loreover, a mr:nicipality is
prohibitecl from lending its credit or donating assets, or assurning
the debt of a private organization. In view of this, I recornmend
that this section of the Model Cities Prograrn be given careful
consideration to insure its implementation does not offend the
linitations imposed by Article XI, Section 9 of the Oregon Constj.-
tution.

The Department of Housing and Urban Development reguires defi nitive

provision for recognized expertise on ttre proposed corporation ! s

governing board and firrther clarification of tlre organizationrs re-

lationship wi th important sources of assistance external to the moilel
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cj.ties community.

In the first instance, elaboration of the City's relation-

shi.p with the operating agency and resolution of the issue in-

volving extension of credit and clonation of assets is required.

The Fresno City Attorney supplies ttre following corunents regard-

ing ttre conditions under wtrich the City of Fresno distributes

!,todel Cities supplemental funds through t}at city's private non-

profi t 1oca1 development company:

..... The City of Fresno helped set up a non-profit corporation
to clistribute federal Sma1l Business Adrn-inistration l-oans and
other foans to private businesses which were presently in exist-
ence and which we hoped would spring into existence in the future.
f understand you have the articles of incorporation of this comp-
any, the f'resno west Development Company. fhis company was de-
signed (so far as any of the City's promises to it are concerned)
to reseive only Model Cities grant money, although the articles
allow it to receive money from almost any source to accomplish its
purposes.

Though the undersigned prepared the articles of incorporation and
aided in the establishment of the company, this office has treated
it as a stranger to the City. Mr. Wiuiams, a City employee, has
vrorked with t}le company, but so far as we are concerned, it is of-
ficially not a City entity and is a private corporation. Basically,
our approach to i-t will be to give it the aid and help that we would
give to any other citizen (such as a contractor or developer) hrho
regularly works closely with City staff. As such time as any pos-
sible conflict of interest arises, we will r:rge that ttre corporation
secure its own attorney and outside advice. Should we find that it
violates any agreement with the City, vre hrill not hesitate to take
it to cor:rt, offset our claims against any fi:nds that we night owe
it, etc.

Ttre California Constitution prohibits the extension of s tate credit
or the gift of state funds to any private person, including non-
profit corporations. Part of the prohibition is found in Article 4.
Section 31, and Article 12, Section 13 of the Californla Constitution.
I am citing the old sections, under which most of the case 1aw was
established. These sections have since been renumbered. Basicall"y,
ttre extension of cred.i t is naki-ng of a gift which will come into
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fruition in the future. Therefore, the basic prohibition is
against 

-the gift of public funils.

However, it is wel-1 established that if there is a public pur-
pose involved in the claimed "gift"r then it is not a gift at
a]1, but is the expenditure of public monies for the public
purpose. The pu-rpose must be one in which the organization has
at least a minimal or substantial interest. In other words,
when a public purpose enters the picture, the work "gift" disap-
Pears.

As to the extension of credit, a contract for future services
and agreement to pay for them when rendered is not ttre extens-
ion of credit. An extension of credit which rnight be ca11ed upon
without the rendering of offsetting services in the future, would
also be contrary to the ruLe that the City may not encurnber fu-
ture City Councils with debt. Specifically, this prohibition is
forrnd in Article 11 , Section 18, of our California Constitution
which says, "No... City... shall incur any indebtedness or 1ia-
bility in any manner or for any purpose exceeding in any year the
income and revenue provided for such year .. . " without a vote of
the people, etc. The granting of cr.edit to a private corporation,
not offset with value to be received for a public purpose, would
be the incurring of future debt exceedi.ng current income or reve-
nue.

When the undersigned went over the llodeI Cities program, the pro-
hibition against the extension of credit or gift of pr.rbli c funds
did not occur to be a problem. The reason vras that ttre City has
not used any of its general funds. Itre program is that under our
contracts with the West Fresno Development Company, we will use
lilcdet Cities grant (federal) funds on1y. The undersigned does not
consider the administrative time in aid of the company to be either
gift of funds or extension of credit.

I have not researched this question recently though several years
ago I made an extensive study on gift of public funds. In the case
of Carpenter v. Pacific Mutual Life Insurance, 1O CaJ- 2d 3O'l , 34O,
74 Pac 2d, 761,- ..... so long as the state insurance comnrissioner
only used assets of an insolvent company to purchase outstanding
stock of a new insurance company, it was not a violation of the loan-
ing of credit or the purchasing of stock in any company and the state
itself was not "interested" in the matter. The state's interest in
the matter was the resurrection of the insurance company the court
put it this way: "Not a penny of state money has gone into the treas-
ury of the new company. " By analogy, I say that we can apply the
federal funds through the private company, and whi l-e vre are concerned
with the development of business in the City, we do not have a prop-
erty type interest in either the Fresno West Development Company or
the businesses which it aids.
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In regard to the point that the City has "not a penny" of City
money going to the Fresno West Development Company, hre have the
following paragraph in the agreement:

7. Availability of funds. The funds to be utilized
by the CDA for payments hereunder are supplemental funds as de-
scribed in section 69201, Model Cities Program, and are grant
funds under the above said agreement with the United States.
The availability of such funds are subject to the control of the
United States Government and HUD, and should said funds be en-
cumbered, withdrawn, or otherwise made unavailable, whether
earned or promised to by the contractor, the contractor shall not
be paid such funds until they are avaiLa.bLe for payment. No
other funds owned or controlled by CDA shal1 be paid under this
contract unless specifically perrnittett by the Council or CDA.

We believe this paragraph takes care of the point.

Spencer Ihomas, Jr.
City Attorney
fresno, California

In another area, polisy formulation and project decisj.on making

clearly cannot be restricted solely to resj-dents and operating agency

staff. To' obtain support from the greater Portland business-financial

community and fulfilI explicit federal requirements, operating agency

structure and procedure must be broadened to incorporate working re-

lationships with non-resident..orgaaizations and individuals. Ihese

elements will be examined below in conj unction with possible organiz-

ational strategies.

Strateg'y Optj-ons

Ihat economic development is a legitimate area of Model Cities
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participation has been established. l,/hat remains is to consider

appropriate methods of program implementation. The basic issue

is whether to channel the program through an existing institu-

tion or create a nelrr apparatus as done in the exanples cited.

In either case, analysis wiJ.l be facilitated if the process is

divided into discrete organizational and operational stages.

Port of Portland, organize and Operate

Invest.igation has narrowed the field of existing agencies

pobsibly able to undertake the complete rangie of proposed program

activities to the Port of Portland. A municipal corporation a1-

ready engaged extensively in j-ndustrial development arld prornotion,

the Port is well suited to at least this aspect of the program.

Structurally, Port operat,;-on could parallel the role of Fresno

West Development Company, administration of a totally integrated

system of planni.ng, technical assistance, coordination and invest-

ment activities. Port participation could possibly climinish the

lega1 problems, if any, as it would be a public agency contracting

to perform services for the City and Model Cities Agency. The Port

already posses a sophisticated planning and administrative staff and

is capable of adding personnel to manage the program.

operationally, however, there is another way the Port might ap-

proach the progrram. Specifically, if for Constitutional reasons sim-

ilar to those supposedly limiting the extent of City participation,
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it is unable directJ-y to administer the proposed seed capital

fund, the agency may function as a planning, technical assist-

ance, and coordinative body, In this instance, the Port's role

wil]. be similar to tiat of Seattlers UICDF, acting as a catalyst

to organize an appropriate Iy structured local ilevelopment corp-

oration. As is the case with EGO, Model Cities funds could be

channeled through the Port Comnr:i s s ion to finance ttre operation

to the extent necessary to attract investment capital flon

external sources. Figures three and forlr below outline possible

Port program relationships in terms of bottr the i.ntegrated and

coordinative option.

Nev, Organizations

Consideration of ner,, organizationaL forms has so far been

Iimited td two basic models as the most substantive alternatives

available in Portland. If in fact the City is not Constitutionally

able to transfer federal monies to a privately atLninistered loan

fund, a variation of the Seattle plogram is appropriate although it

is bound to be less effective than if seed money is available. In

this instance, the locaL development corporation will be limited to

planning, technical assistance, and coordination. As coordinator

of model neighborhood economic development, however, the company

nust have sufficient funds to recruit capital from other sources.

Unlike Seattle, it is probably unnecessary to organize and staff a

subsidiary organization for this purpose.
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Irlgure Four: Contractual Relationships by functiont
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Nevertheless, the argumerlt supplied. by the Fresno City.

Attorney should be considered seriousl-y by the C5.ty as weLl as the

task force. fhe City of Fresno has .not' restricted its participa-

tion even though the Californj.a Constitution also prohibits rnunicip-

alities from lending credit.or donating assets to private organiza-

tions. Because of the smooth working relationships Fresno West De-

velopment Company enjoys with the City, the Model Cities Agency, av

available resource agencies, and client concerns, Fresno's program

is one of the most successful in the country and a mode 1 to be

emulated-

If a local development. cor?oration is the mechanism recommended

to implement and a&ninister the proposed Cormnunity Deve lopment Pro-

gram, consideration must also be given to alternative methods of

organizS.ng ttre entity. ltre procedure followed must ensure widespread

acceptance of ttre program on the part of aJ-I irnportant sectors of the

Portland economic conununity. Of particular importance is tJ.e require-

ment that ttre operating agency--- its policy making board, operational

functions, and declared objectives--- be accepted by the community it

is to serve .

strateg'y Suuoary

These then are the avallable s trateg'y options from which the

mettrod of implementation should be selected:

(1) A totally integrated Port'of Portlanil operation with
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provision for seed capital and business loan funds financed by

Model Cities supplemental monies;

(2) A coordinative Port of Portland operation utiliz-

ing a subsidiary local development corporation to secure capital

from sources other than the Model Cities Programi

(41 A coordinative Local development corSrcration without

a direct Motlel Cities Administration capital input but wittr resources

sufficient to launctr a concerted effort to attract funds from other

sources.

The Task Force Recommendations

The foregoing by no means presents all the material considered

by the task force during its deliberations. It does, however, gener-

alJ.y descriSe the issues and evidence which contributed to ttre ctrar-

acter of the group's final recomnendations. Below is the text of

those reconmendations as presented to Mayor Schrunk and the Model

Cities Economic Development Working Corun-ittee. llhe deliberative pro-

cess and the following final report will be critiqued in the final

section of this report.
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rHE I'IODEL CITIES COI{MT,NINT DEVEIPPMENT PROGRAM

RECOI{MENDA,TTONS ON OPERATION ATiID ADMTNISERATION

Prepared by: llhe Portlancl l{odel Cities Economic Development
Task Force

Subxritted to: llhe Honorable Terry D. Schrunk, I{ayor

llhe Moclel Cities Econonic Development l{orking
Cqnurittee

l,Iay L5, 1970
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l{ay 11, 197O

The Honora-ble Terry D. Schrunk
Mayor
City Hall
1220 s.w. 5th
Portland, Oregod 97204

Dear Mayor Schrunk:

Your task force is pleased to submit its recommendations on the
proposed Model Cities Cornmuni ty Development Program. The following
report was developed jointly with the Economic Development Working
Committee and reflects our careful evaluation of all factors relating
to desired program activities and method of administration.

The task force concludes economic development should be of the
highest priority in the Mode1 Cities Program and urges favorable
consideration of its recorunendations.

ereIy,

Ch S,J s
Cha n

cJ/kb
Enclosure
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Room 210 r 5329 N.E. UNION o(rt*ra

finer'[ilmueeIPhone 288-7051
. oREGON 57211

May 15. 1970

The Honorable Terry D. Schrunk
Mayor
City HaII
1220 S. W. sth
Poitlantl, Oregon 972O4

Dear Uayor Schrunk:

rhis is to inform you ttre Uodel Cities Economic Development t{orking
Commlttee has read and endorses the attached recommendations on the
proposed Cormnunity Development Program. Ihe Comnittee has worked cJ.osely
wLth the task force in fornrulating this report and urges the City give
it pronpt consicleratj.on.

Sincerel.y ,

fr stian
Chairman
Economic Development Working Conmittee

Rc/tb
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Sumnary of Reconmendations

This city-wide Model Cities Communi ty Development Task Force recommends

to the City of Portland and the Model Cities Economic Development Working

Conmittee r

' (t) fhat no existing agency, public or private, is fu1J.y qualifieil to
operate successfully the proposed Community Development Program.

(2) That the City and working commi- ttee support and encourage
formation of a model neighborhood based, non-profit cotl>oration to operate
the proposed Community Development Program.

(3) That the task force and the Economic Deve:Lopment Working Committee
are prepared to obtain the formation of the proposed non-profit corporation
and the participation of outstanding community leaders skillecl in business
and financial management on the organization's board of directors.

(4) That the City enter into an agreement with tle proposed corporation
giving its Board of Directors authority and responsibility to carry out
the economic development program embraced within the working committee
proposaJ-.

(s)
problems

That original program objectives directly address area economic
and should be incLudeil in the re-developed program.

(6) That financj.al assistance activities are critical to successful
pxogram implementation.

(7') That the corporation may utilize Model Cities Administration
supplemental funds for the following financial assistance activities:

(a) Loan seed monies to client business concerns, enabling more
extensive Model Cities communi ty participation in Smafl Business Administration
and other lending programs.

(b) Loan monies to client business concerns for use as either
fixed or operating capital to accelerate the rate of resident new business
formation as well as expansion of existj.ng enterprise.
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(c) Use monies for investment in industriaL or conuneri ca] site
development, piant construction, etc., for lease back to tenants
ernploying area residents .

(8) That the pioposed Comuurnity Development Program be viewed
as an addition to existing programs. The corporation should be basically
an eeonomic planning and business technical assistance organization, seed
capital and direct loan funds to be uti.lized when other resources are
unavailable.
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I ntroduction

As a device to improve the quality of mcdel neighborhood life,

economic <levelopment and enterprise assistance is probably more significant

than any other part of the I"lode I Cities Porgram. If the overall effort

is unable to foster a more favorable inner city entrepreneurial enviromment

and expand the number of meaningful resident emplolment oppor.tunities,

it is in danger of attacking symptoms only while failing to address the

most glaring cause of area problerns. Economic developmentrs overwhelming

importance is reflected by its prominence in Portland's first year action

program. Of the total $3.745 nrilLions reservation, $1.4 mill-ions are

devote{ to the original Conmunity Development Program. As yet, however, it

remains unapproved and unfunded.

Mayor Schrunk has therefore appointed this task force to assist

the Model Cities Etonomic Development Working Committee by re-evaluating

the scope of the program and refining the component for re-submission

and implementation during the 197O-71 action year. Represented on the

task force are working conmittee members, other Model- Cities area business

and community leaders, and the teadership of the greater Portland economic

community. our purpose is to advise the full working committee and the

City on the desired turrg. of Communi ty Development Program activities and

the manner in which it can best be operated. Reco[unendations consider the
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availability and qualifications of prospective operating agencies,

experiences in other first round cities, and factors unique to the

Portland economic environment.

Critique: The Original Program

As originally developed, the program proposes a non-profit corporation

to deliver a comprehensive system of technical and financial assistance

to area enterprise while encouraging new industry to locate in or near

the model neighborhoods. As last amended, the Citizens Planning Board

was designated as the poli-cy and decision making entity and directed

to appoint an executive director and staff to manage the program. The

general approach paralleled sirnilar efforts in other citi.es. In specific

application, however. the proposal either was too restrictive or failed

to clarify relationships central to program organization and

adninistration. The followinq specific criticisms have been made by the

City and the Model Citles Administration:

1. The operating agencyrs relationship with the City and the

Model Cities Agency and its role in policy formulation and project

decision making required further definition.

2. Selection of ttre original policy board only from among

area residents limited the potential contribution of non-resident

expertise and financial resources .
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3. lhe exact manner in which resources other than Model

Cities supplemental funds would be utilized to achieve program object-

ives requires further defini tion.

Problems Approached

Isolated pockets of stagnation such as the Model Cities area are

basic to the inner city crlsis. The resident owned and operated share

of area enterprl-se is abnormally low whl1e the characteristic effect

of highly concentrated unemployment is aggravated by the practically

inaccessibLe locations of available job opportunities. Under these

conditions, rnodel neighborhood capital resources are drained while net

resident income i.s reduced because the areat s unemployed are forced to

seek jobs ln other sections of the city"

This ls over simplified but it points up the necessity of a duaL

approach to the problems of model neighborhood underdevelopment. The

program should lnclude assistance to prospective and existlng area

based entrepreneurs as well as an intensive effort to attract new in-

dustry to locations more convenient for unemployed resldents. As the

share of resident controlled capital lnvestment grows so will the in-

centlve to re-invest profits in the area, expanding the model neighbor-

hood economlc base and providing residents improved access to quallty
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shopping and service facilities. A concurrent expansion in conveniently

located emp loyment opportunities is expected' to reduce unemployment, in-

crease area income, and estabtlsh a more profitable market for resident

owned and operated bu sl-ne s s.

The Ooeratins Asencv

------. 

-----------!-

The proposed programr s unique character imposes special requirements

on potential operating agencies. That the operating organizatlon have or

be able to acqulre an intimate knowledge of client problems and aspira-

tions whlle enjoying productive working relationships r.ri th resource agen-

cies outside the Model Cities area is essentlal to the program.

Careful study of possible operatlng agency alternatives narrows the

fleld of 1ike1y public agencles to the Port of Portland. The Port, how-

ever, is a l-imited purpose, municlpal corporation rest,rlcted by statute

to specific activities. Its management and staff are emlnently quali-

fied in areas of specialized economic planning, land development, and

industrial promotion but the Port 1s unable to undertake other important

program elements such as provision of technical assistance Lo operational

client business concerns. This limitation effectively elimlnates the

Port as a candidate for overalt program administration. It can, however,

play an irnportant role in activities particularly suited to its capabi-

lities through advice and sub-contract.
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An equally thorough survey of private aector possibilities recom-

mends no existing organization as especially qualifed to implement the

complete range of proposed program functLons although the active support

of the cityts banks, chamber of conrnerc e, and agencies such as the Natlon-

a1 Alliance of Businessmen \{il1 be required to en'sure successful operation.

We therefore recommend Portland fol1ow the lead of other flrst round

cities and utilize a non-profit corporation to operate the Community Devel-

opment Program. The organization selected should be model neighborhood

based and satisfy the following criLeria:

(1) The corporate structure should provide for and embrace

extensive resident participation in

and speciflc project decl slons.

areaa of both general program approaches

(2) The corporate board of eirectors, executive director and

etaff should be composed of lndividuals demonstrably competent in eco-

nomic planning, business development, enterprise management, loan adminl-

stration, and fiscal control.

(3) The organization should currently enjoy or be capable of

establishing the relationships required for effectlve program operation

in the following areas:

(a) Recrultment of prospective and existing model neigh-

borhood resident businesses for participation in the complete range of

proposed program activi tl es.
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with government

of assi stance.

(b) Negotiation of loans for client business concerns

agencies, financial- institutione, and other channels

, 
(") Negotlatlon of agreements wlth specialiEt organi-

zatlons capable of performing technical services for client concerns

and promoting the model neighborhoods or conveniently accesslble areas

as locations for new, job-productLve investment.

Program Obj ectives

The task force concludee the original program obJectlves are

directly related to area problems of economic stagnation, lsolation,

and general underdevelopment. We therefore recorrnend they be lncl.uded

ln the re-developea p.ogrm substantially unchanged. These objectives

are:

Objective One:

nlty leadershlp capaclty),

enterpri se.

Increase the number, slze, lnfluence (conrnu-

and resources of resident ovned and operated

ObJective Two: Increase the numb er and quality of manage-

ment 1evel positions held by residents l-n non-resident owned and oper-

ated. enterpri se.

ObJective Three: Increase the number of non-resident owned
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businesses in or near the l"lodel Cities area to provide resldents wlth

more genuLne job and management opportunltles in locations more conven-

ient from the model neighborhoods.

Program Cont.ent

Careful study of speciflc area problems, similar operations ln

other clti.es, and model neighborhood comnunity goals reflects a legi-

timate requirement for both lnformationel and financial aaslstance.

Informational Functions

We reconunend the operating agency undertake the following infor-

mation related actlvl tie s:

1. Through the proviston of business counsellng, feasiblllty

atudies, and general planning assis.tance to prospective and existing

resident entrepreneurs, accelerate the rate of successful new buslness

formation and expand the scale of existing area enterprise.

2. Match client needs with avallable flnancial resources by

asslstlng In the preparation of SBA and other business loan appllcations

and encouraging the cityrs financial institutions to make avallable capi-

ta1 for the use of client entrepreneurs.
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3. Request business and other organizations to employ resi-

dent understudies in positions affording 
.the. 

managerial and operating

experience necessary for success in new business formation.

, 4. Secure the assistance of all resource agencLes in a coor-

dlnated effort to attract desirable enterprise to locations ln or conv€D-

ient from the model neighborhoods which will ernploy residents and contrl-

bute to the areats balanced economic development.

Financial Assi stance

A prlmary goal ls to prepare resident entrepreneurs for more exten-

sive particlpation in established credlt markets. Many clients are never-

theless expected to require assistance over and above that normal ly avail-

albe through either SBA or the cityts lending institutions. Successful

efforts to enhance existing enterprise and attract desirable businesses

to the area should also entail the use of special lnvestment incentive de-

vices. We therefore reconrnend the following financial assistance actlvi-

ties:

1. Loan seed money on advantageous terms to client buslness

concerns to be utilized as the requisite 10 per cent share for partici-

pation in Small Business Administration rt50ztr direct and guarantee loan

Programs.

Z. Loan money on advantageous terms Eo client business concerns
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for use as either fixed or operating capital . Funds provided clients

through this activity should be deposited at local banking institutions

to establish client credit-

3. Loan money to client concerns or invest di"rectly in industrial-

cormmercial site preparation, plant construction, etc. In cases of direct

investment, facilities should be constructed on a lease-back basis as a

device to attract outside investment to desirable locations

Critical Relationships

City-Corporat-ion

The task force is advised the Department of Housing and Urban Develop-

ment urges the City favorably consider a program developed on the basis

described above - Your task force is mindful that while the program is

federally funded, the City is the fiduciary conduit through which these

firnds are transferred. This means that the contract between the City and

the corporation must delegate adequate authority as weLl as responsibility

to perform all program activities, at the same time imposing sufficient

restrictions, audit, reporting, and indemnification duties to protect

the City and City Council.
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We therefore recommend the City and the proposed non-profit corporation

enter into an agreement rvhich grants the corporation sufficient authority

to exercise responsible and expert judgment in carrying out the complete

range of recornrnend.ed activities. Corporation performance under the

agr'eement should be evafuated by the model Cities Agency through

periodic reports concerning projects undertaken, disbursal of funils, and

other matters relating to operational program management. The agreement

should also specifical.ly stipulate that funds transferred to the corporation,

including those utilized for financial assistance to client business

concerns, are of federal origin only and the City does not by their transfer

make any grant or lend its credit, guarantee, or financial endorsement to

the activities or obligations under-"aken by the corporation or its clients.

Corporati on -Re sourc e Aqencies

The SmalL Business Administration and several of the cityrs financial

managementinstitutions are already actively

assistance and an increased voLume

seeking to defiver

of commerciaL credit to area business

concerns. The Communi ty Development Program should not supplant these

concentrate diverse elementsefforts. The proposed program is designed

of demand to make them more accessible to alternative avenues of financing .

Direct lending services should sirnilarly be considered complimentary. For

purposes of conserving limited Model Cities Progran resources and

encouraging integration of the Model Cities and greater PortLand eecnomj-c com-

munities, we recorunend the proposed non-profit corporation be viewed as a lender

to
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when direct loan and seed capital funds from other sources are

unavai labIe .

Organizational and Contractual Summa

Our purpose is to consider organizational alternatives as weJ.l as

program content and objectives. Use of a model neighborhood based non-profit

corporation to operate the Community Development Program is recommended.

Although we concLude this choice to be optimal , the task force recognizes

its proper consideration requires additional information on corporate

structure and the organization's. relationship to theCity and mbdel cities

econornic communi.ty. we are therefore submitting appropriate articles of

incorporation, by-laws and a proposed operating agreement with the City for

review by the City and Economic Development vforl:i.ng Committee. These

documents are intended to be a structural and contractural model on the basis

of which organization of the operating agency and impJ.ementation of the

program can proceed.

Proposed Articles and By-Laws

The follovring articles of incorporation and by-laws set forth ttre

mi.nimally acceptable structuxal and organizational efements we conclude are

necessary for effective program manag:ement. The documents are purposely

general because precise definition. of committee structure and operating

procedures are better left to the specific prograrn proposal to be developed
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by the Economic Development Working Committee. This task force is prepared

to assist the Cornmittee and any other i.nterested j.ndividuals or organizations

in obtaininq Lhe corpoJation's formation. As the corporation has yet to be

organized, these documents should be viewed primarily as general gruidelines

to pe follorred in developing operating s.tructure. The pxoposed articles

and by-Iaws are in Appendix "A" attached.

Proposed Contract

Ehe proposed operating agreement should similarly be vieweil as a guide,

defining the minimally acceptable operational relationship between the City

and proposed corporation. In the last analysis deve loprne nt and

negotiation of the.proposed agreement should be accomplished jointly by

the City and corporate board of directors. The modeL presented, however,

ctoes spe11 out the coryoration's role as an independent contractor with the

City andl meets the minimr.un procedural criteria felt to be critical to

effective operation of the program. we urge the agreement negotiated meet

the criteria set forth in the following document to the greatest extent

possible. The proposed operating agreement is in Appen attached.

tl
:/
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APPENDIX ''A''

PROPOSED ARTf CI,ES AND BY-LAWS
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ARTICLES OF TNCORPORATION
Or'

XNOVI ALL MEN BY TI{ESE PRESENTS, That- we, the undersigned,
being natural persons of fulJ. age, residents of the State of Oregion
and citizens of the United States of America, in order to form a
non-profit corporation under tfle laws of the State of Oregon (ORS 61.005
et seq.) for the purposes hereinafter specified, do hereby make and
subscribe to the following written articl-es of incorporation, in
duplicate original:

ARTICLE I

The nanne of the corporation shal1 be
and its duration sha11 be perpetual .

ARTICLE IT

Ihe objects and purposes for which this corporation
is formed are as follows:

I. To plan, develop, adapt and coordinate business
and econornic development in target areas of poverty to the end that
the cycle of poverty may be alleviated and eradicated j-n the city of
Portland, Multnomah County, and other adjacent areas.

2. To increase the nurnber, size,
xesources of resident-owned and operated enterprj-ses
Model Citi-es Area.

influence and
in tl:e Portland

3. To increase the number and quality of managernent
level positions held by residents of the Portland Model Cities Area
in non-resident owned operated enterprises.

4. To increase the number of non-resident owned
businesses in or near the Portland Model- Cities Area to provide
residents with more genuine job and management opportunities in
locations more convenient from.the model neighborhoods.

5. To do all other acts and things which are not
prohibited to a non-profit corporation organized under Chapter 61
of the Oregon Revised Statutes, and whi ch are necessary, desirable
or appropriate to the accomplishment of the other objects, purposes
anil powers of this corporation.
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ARTICLE TTI

The corporation is organized for non-profit community
service and shaLl not have capital stock. No part of any net
earnings sha1l inure to the betrefit of any member ot any other
individual. The interest of each incorporator or: member shall
be equal to that of any other, and no incorporator or member
can acquire any interest which wilJ. entitle him to any greater
vote or i.nterest than any other member. The private property
of the members of this corporation sha1l. not be liabl.e for
the debts of the corporation

ARTTCIJJ IV

Although this corporation shalL not have or issue
any capital stock it may, if and to the extent authorized by
the bylaws, issue cards, certificates or othe.r indicia of
membership..

ARI'ICLE V

lAe grants, property, assets or other monies, if any,
received by this corporati.on shall at no time by distributed as
dividends to the members of the corporation but shal1 :instead
be placed in the capital fund for further use, consistent with
the purposes of the corporation as set forth in Article II above.

AR?ICIE VI

The persons who are on the initial Board of Directors
shall be members of this corporation -

Thereafter each director sha1l automati c a|ly become
a me ber of the corporation and remain such durirrg his tenure
on the Board of Directors, Other persons may become members
of this corporation and the Board to the extent authorized by
the bylaws of this corporation.

ARTICLE VTI

This corporation shall be located in the City of
Portland, County of Multnomah, State of Oregon, its initial
registered agent shall be , whose
address is the initj-af registered office of this corporation,
at
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ARTICI,E VTII

The Boar:d of Directors of this corporation shall consist
of not less than three members. The total nuniber of Board menbers,
their qualifications, terms of office, manner of elect.ion or
ap.poj.nLment, time and place of meetings and their powers and duties
shall be set forth from time to time in the bylaws of this corpora-
tion. Each of the members of the Board of Directors shall hold
office until a successor is duly elected or appointed or until he
is removed as provided in the bylaws. The number of directors
constituting the initial Board of Directors shalL be ten and
respective names ancl addresses of persons who are to serve as the
initial directos are :

Name Address
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ARTTCLE IX

The Board of Directors of this corporation. shall adopt
such bylaws not inconsistent with these articles as sha1l be
appropriate to the conduct of its affairs. The right to alter,
amend and repeal such bylaws in such manner as the purposes of
this corporation may from time to time require is reserved. to the
Board of Directors, and any such action to be taken in accordance
with such procedure as is provided in the bylaws.

ARTICLE X

Upon dissolution of the corporation, the assets shall
be distributed to charitable, educational religious or community
organizations in a manner not inconsistent with Section 501 (c) (3)
of the Internal Revenue Code. This corporation shal1 not conduct
any activities not permitted to be conducted by an organization
exempt under the aforementioned code.

ARTICLE XI

The name and address of each incorporator is:

Name Address



(s7)

dupl i cate
IN WITNESS wlIERllOF. we have here'u.nto .set our hands in
this day of , 1970.
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STATE OF ORE@N
ss.

County of Multnomah

We

being first duly sworn, depose and say that we have read the foregoing
articLes of Incorporation and all things set forth therein are true.

Subscribed and sworn to before me this day of
L970.

Notary Public for the State of Oregon

My commission expires:
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BYI,AWS

of

ARTTCLE I

Members - Board of Directors

, I. Nuniber and Status: There sha1l be no less than ten (10)
members of this corporation and no more than the Board of Directors
shal1 approve. i{embership in the corporation shall be deemed member-
ship on the Board of Directors of the corporation. Wherever in these
bylaws the word "membership" is used it shall also rnean membership on
the Board of Directors, and where'rer in these bylaws the words
"Board of Directors" are used, it shall also mean the word "membership" -

2. Obtaining llembership: Any person whose business is
Iocated in the model neighborhood, is knowledgeable of the economic
problems of the model neighborhood or possesses the business or
technical expertise needed to solve those probLems and ii interested
in and wishes to participate in the purposes of this corporation as
set forttr in the articles of incorporation, shall, if approved by the
Executive Corunittee and accepted by a majority of the Board of Directors
present at a duly constituted meeting at which a quorum is present, become
a member of this corporation. A prospective member shal-I be proposed
at one meeting and voted on at the next meeting.

3. Tenrination of Merrlcership: Any member may voluntarily
withdran as a meurber of this corporation by submitting written notice
thereof to the president. Upon the deatl of any member, alL of his
right, title and interest as a member shal1 automatically cease, and
neither his heirs nor his personal representative shall have any claim
to urembership. Membership in this corporation sha1l not be
assignabfe. Any member of this corporation may be removed by a
najority vote of the membership of the corporation at any regular
or special meeting of the nembership; provided, that written notice
of such proposed removal and the basis therefor sha1l be given to
the member sought to be removed not l-ess than ten days prior to the
neeting at which such proposal is to be voted upon.

Any menber of the corporation who is such by reason of his
acting in a representative capacity for an organization or body,
shal1 have his membership in such coryoration terminated automaticalJ-y
by his organization or body officiatly removing him from that capacity
anil by noti fying this corporation in writing of his removal or
replacement. Such person's replacement shal1 automatically commence
rnembershj-p in such capacity. The removed person sha1l be eligible
to be a uember of this corporation in his individual capacity pursuant
to the provisions of Article I, Section 2, of these bylaws.
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4. Vacancies: Vacanci.es on the Eoard of Directors shall
be filled by appointment of the Executive Committee with the approval
of a majority of the Board of Directors present at a duly constituted
meeting at which a quorum is present.

ARTTCLE TI

MEETING OF BOAP.D OF DIRECTORS

J. ftre meml:ers of this corporation, shall meet once every
two months, commencing with the month in which these bylaws are adopted,
or at such time or place, and with such frequency, as may, from time to
time be fixed by the membership.

In January of each year there shall be €rn annual meeting on
such date and day as is fixed by the Executive Committee. Such annual
meeting shall include an election of officers, a report to the rnembers
of the operation, activities and financial condition of the corporation,
and the transaction of any other business that may regularly come before
such meeting.

2. Special l"leetings: Special meetings of the members of this
corporation may be called at any tinre by the president of ttris
corporation at his discretion, and sha1l be ca11ed by him upon request
to him of ten percent of the members of this corporation.

3. Notice of Meetings: Each member of this corporation
shall be gi-ven not less than five daysr written notice of the time
and place of each.annual or special meeting of the members, . provided,
that any member may, before or after any such meeting, wai"ve notice
ttrereof and any mehber who shall attend such meeting shaIl be deemed to
have so waived notice thereof.

4. Quorum: The membership of the corporation present in
person at any meeting of the membership constitute a quorum for the
transaction of any business which may come before such meeting.

5. Voting: Each member shall be entitled to one vote at
all membership meetings, which vote must be exercised in person.
Unless otherwise provided by statute or rule of law, or by the
articles of incoporation or any amendment thereto, or by the bylaws,
the vote of a majority of the members constituting such quorum shall be
binding upon aJ.J- such members and upon this corporation. Voting by
proxy shall be prohibited.
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ARTICI;E III

Offi cers

1. erincipal Officers: The principal officers of this
corporation shall be a president, a vice president, a secretary and a
treasurer, all of whom shafl be members of .the'Board of Directors.
These officers sha1l receive no compensation for their services
as such, but may receive reimbursement for expenses.

2. Election: The principal- off.icers of this corporation
shaIl be elected annually by the membership at the annual meeting
and sha1l hold office for a term of one year and until their
successors shal1 be elected, or until their earlier death, resignation,
disquali fi cation , or removal; provided, that the first officers of
the corporation shall serve until the meeting of the membership
first inrnediately following the end of the cal-endar year 1970. No
officer shall be re-elected to the same office for more than
three consecutive terms.

3. Other Officers: The Board of Directors may elect an
executive director and such other officer oroffi-cers as the business
of this corporation may require, each of whom shall hold office for
such period, receive such compensation rhave such authority and perform
such tluties as the Board of Directors may from time to time direct.
The executive director shaLl obtain his direction and authority from
the Board of Directors or the executive conunittee, and the corporation
staff sha11 act by direction of the executive director only. The
executive director is not to take any major independent action
affecting the corporation without approval of the Board or executive
committee. Hiring and firing of staff is to be done by the executive
director, subject to confirmation of the executive conmittee.

4. President: The president of this corporation shall be
its chief executive officer and shall , subject to the contxol of the
Board of Directors, have general supervision, direction and control
of the affairs and officers of this corporation. He shall preside at
all meetings of the membership of this corporation and the Board of
Directors. He shall be a member of all committees, except the
nominating comnittee, and shall have the general powers and duties of
management which usually inhere in the office of president of a
corporation. He shalL have the power of appointment to committee
membership.

5. Vice President: In the absence or disability of
the president, the vice president shall act for the president, and in so
doing sha1l have al1 of his powers and perform all of his duties.
The vice president sha1l have such other po$rers and duties as the
Board of Directors may from time to time direct.
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6. Secretary: The secretary shaIl keep or cause to be
kept a book of minutes of all meetings of the Board of Directors,
and shalI give or cause to be given notice of a1f the Board of
Directors and of the executive cornmittee required to be given
by law or by these bylaws. He shall keep the seal of this corpor-
ation and shall have such other powers and duties as the Board
of Directors may from time to time direct.

7. Treasurer: The treasurer shaLl keep or cause to
be kept adequate and correct accounts of the financial transactions
of this corporation. He shall deposit or cause to be deposited
all monies and other valuables to the name and credit of this
eorporation with such depositary as may be designated by the
Board of Directors. He sha1l disburse the funds of this
corporation under the policy direction of the Board of Directors,
sha11 upon request render to the president, or the Board of
Directors, or ttre executive coNrlittee, or any one or more of them.
an account of his transactions as treasurer and of the financial
condition of this corporation, and shall have such other powers
and duties as the Board of Directors may from time to time direct.
He shall give a surety bond as provided herein.

8. Resignation or Removal: Any officers of this
corporation may resign from such office by submitting written
notice thereof to the Board of Directors or the the president or
secretary of this corporatj.on. Any such officer may be removed
from office with or without cause by the affirmative vote of a
majority of the members of the Board of Directors at any regular
or special meeting of the Board; provided, that written notice of
such proposed removal shall be given to the officer sought to be
removed not less than ten days prior to the meeting at which such
proposal is to be voted upon.

9. Vacancies: A vacancy in any office caused by
resignation, disqualifi.cation, removal from office or any other
cause shall be filLeil by the Board of Directors.

10. Executive Director: The executive director of the
corporation as part of his duties shalL be present at all meetings
of the Board of this corporation. He shall, however, not be a
member of the Board, and shall have no vote at any meetings of the
Board. He shaIl give a surety bond as provided herein.
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ARTICLE IV

Conmittee s

1. Executive Committee: There shall be an executive
committee whi ch shal1 consist of the president, the vice pre'sident, the
secretary, the treasurer antl one other member elected by the Board.
The execut.ive committee shall have and may exercise the powers of the
Board of Directors in the management of thc affairs of this corporation
when the Board is not in session. Meetings of the executive committee
shall be helcl at the call of the president (or in the absence of the
president the vice president) upon not less than one dayrs notice antl
a majority of the members of said conmittee shall constitute a guorum.
A11 action taken by the executive committee shal1 be promptly reported
to the Boarcl of Directors.

2. Review Committee: There shall be a review committee
consisting of a chairman who shall be a member of the Board of Directors
and shall- include persons who possess expertise in financial management
and control, banking and enterprise management. Such pexsons sha11
be members of the Board of Directors of the corporation and shall be
appointed by the president and approved by the Board. This cornmittee
shall examine and make recommendations to the Board regarding all
applications for loans, assistance, investment, training, counseling
and other servj.ces requested of thj.s corporation. ft may do so by the
use and delegation of authority to various subcommittees whj-ch it shaI1
have authority to appoint. The review committee shall establish or
cause to be established an orderly process for such client services
and shall work closely with publie and private agencies to implement
and brqaden the scope of the program, to insure its effectiveness
in the target conununity, and to do all other things consistent with
the purposes set for th in the articles of incorjToration. It shal1 make
determinations as to the success of the various prograns of the cor-
poration, evaluate the devel cpment of new techniques especially suit-
able for the corporation's participation in the target areas, determj-ne
training and counseling and investment procedures, identify suitable
opportunities, areas and economic activities and enterprises and other
projects in which the corporation should participate arrd in which it
can or should assist in its various ways.

The members of any subc..qnittees created by the review
committee may be either members of the Board or not, with the exception
of the chairman who must be a member of the Board. Those members of
the subcommittees who are not members of the Board, must be people
whose participation is based on interest and expertise in the areas
involved in the subconunittee's work, and in the general purposes of
this corporation. An employed staff me ber of the corporation may
serve as a staff assistant to each subcommittee.
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3. Citizensr Advisory Conunittee: The Boaril of Di.rectors
shal1 have the responsibility, and the executj-ve director shall have
the particular responsibility, of creating a citizens' advisory
commi ttee of which at least eighty percent (80t) shal1 be menrbers
of a target area. The members of the citizens' advisory committee shall
not be members of the Board of Directors, but sha1l have as broad
a representative base of the target areas as possible. Said committee
shall meet at least quarterly, and the meetings shalL be open to the
public. At such meetings thb corporation shall solicit public
suggestions, corununi ty desires, concerns, needs and criticisms, and
attempt to create corurunity involvement and responge. The basic
legitimacy of this corporation must come from the comrnunity and
therefore the Board of Directors is chargecl with considering most
carefully and being as responsible as possible to the voice of the
communi ty as expressed generalJ.y and as specifically expressed
through the citizens' advisory committee.

4, Other Committees: There shall be such other
committees as may from time to time be created by resolution of
the Board of Directors or the executive committee, in furtherance
of the objects and purposes of this corporation. Any such conunittee
may. in the discretion of the appointing authority, be composed
in whole or in part of members of the Board or of other persons
of ability, dedication, training or experience who rnight be of
assistance to the Board of Directors and further the purposes of
this corporation.

5. Quorum of Committees. A majority of the members
of a committee or subconrnittee must be present in person at any
meeting thereof to conetiture a quorum for the transaction of
any business that may come before the comrnittee.

ARITCLE V

Mi-s ce llaneous

I. Surety Bonds: The Board of Directors shall require
the treasurer, executive d.irector, and may at its discretion require
any other officer or employee of this corporation to give a surety
bond for the faithful performance of his duties in such form and
amount and by such surety company as the Board may determine. A11
such bonds shafl be for the benefit of and payable to this corporation.

2, t'iscal Year. The fiscal year of this corporation on
the basis of which the accounts and records shall be kept sha1l be
the period beginning on January 1 of each year and ending on
December 31 of said year or for any other period consistent with
good accounting principles at the discretion of the executive cormnittee.
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ARTTCLE VI

The Board of Directors is authorized to enter into any and all
reasonable arrangement with businesses, corporations, persons,
goverrurental agencies or any other bodies, .orgranizations or individuals
so as to further the corporate purposes of proper economic development
of the target area. The Board of Directors is authorized to cooperate
and involve itself closely with any activities, or organizations,
public or Private r t hich shal"l serve the purposes of ttris corporation.

ARTTCLE VII

Where the Board of Directors shall enter i-nto arrangements
for assisting persons, firms, corporations or groups relative to
economic development and enterprise, the agreements and arrangements
betl^reen this corporation and the party assisted shall have certain
requirements so that the soundness of the arrangement is maxirnized.
Said requirements shall be determined by the Board or executive
committee and be included in the arrangement. As a minimal part of
said arrangement, however, the assisted party shall maJ<e available
at all reasonable times and places the books and records relative
to said assisted enterprise and such other knowledge as may reasonably
be requested by this corporation, so that the assisted operation
and enterprise may be evaluated by this corporation. The arrangements
between this corporation and the assisted party shall be specific and
legal , and at least the minimal reguirements of said agreements and
arrangements shal-l be maintained until such time as any loans,
investments or other financial assistance shall have been repaid to
this corporation.

ARTICI,E VTTI

The executive director, with the confirmation of the executive
comnittee, shall hire such cIerical, technical, and other staff as
may be reasonalbe and necessary for the operation of the corporation.
Salaries sha1l be set by ttre executive committee, with the confirmation
of the Board.

ARTICLE IX

Dealing of Members of the Board With
The Corporation

Any me ber of the corporation or any staff person in the
corporation who is a party, or holds ten percent or more of the
ownership interest in'a firm or corporation which is an applicant or
party to an agreement or proposed arrangement wj- th this corporation,
shall not in any way participate in or be present at any of the
deliberations or decisions relative to such transactions.
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Article IX continued

He sha11 be required to go through the usual and ordinary proceilures
relative to obtaining such assistance and shall be required to make
fuII disclosure of his being a party or having a sufficient ownership
interest in a firm or corporation whi ch is a party attempting to
obtain assistance at the time of the application to this corporation.
Said disclosure shaI1 be made to the membershi.p and comrflittees of
this corporation. at the first contact relative to the transaction, or
at the earliest possible time. The foregoing sha1I likewise
appl-y to a member or staff person who obtains a ten percent or more
interest in an enterprise which afready has an existing arangement
with this corporation.

ARTICI,E X

[Iaiver of Notice

Whenever any notice is requireil to be given to any member
of this corporation under the firovisions of these bylaws or under
the provisions of the articles of incorporation or under the pro-
visions of the oregon Business Corporation Act, a waiver thereof
in writing, signed by the person or persons entitled to such notice,
whether before or after the time stated therein, sha1l be deemed
equivalent to the giving of such notice.

ARTICTE XI

The corporation shall indernnify and hold harmless its
officers, directors and employees through the purchase of liability
insurance in accordance with and to the extent authorized by
Chapter 61 of the Oregon Reviseil Statutes as amended by 1969
Oregon Lalrs, Chapter 354, Section 10.

The rights accruing to any person under the foregoing
provisions of this article shall not exclude any other right to
which he may be 1awful1y entitled, nor sha1l anything herein
contained restrict the right of the corporation to indemnify or
reir0curse such person in any proper case even though not
specificalty herein provided for. the corporation, its directors,
officers, employees and agents shall be ful1y protected in taking
any action or making any payment under this article XI , or in
refusing so to do, in reliance upon the advice of counsel .
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ARTICI,E XII

In the event of dissolution of this corporation, t"he assets
shall be distributed to charitable, educational, religious or
communi ty organizations in a manner not inconsistent with Section
50L (c) (3) of the Internal Revenue Code. This corporation sha1l not
conduct any activities not permitted to be conducted by an organization
exempt under the aforementioned code.

ARTICLE X]II

Amendnents

These bylaws rnay be altered, amended or repealed and new
by laws rnay be adopted by majority vote of the Board of Directors of.
this corpbration any any regular or special meeting of the Board of
Directors, provided that then days' prior written .notice of such
meeting, together wi.th the proposed amendment, shall have been given
to the members .

CERTTT']EETE OF ADOPTTON OF BYI,AWS

KNOW AI,L I,TEN BY THESE PRESENTS: That we, the r:ndersigned,.
President and Secretary of
do hereby certify that the foregoing code of bylaws was properly
and legally adopted by unanimous affinnative vote. at a duly called
meeting of the Board of Directors of the corporation held on the

day of 1970, at Portland, Orcegon.

President

Secretary

a
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APPENDI X "B''

PROPOSED OPERATING AGPGEI{ENT
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AGREEMENT

This Agreement made thi.s - day of , L97O,

by antl between the City of Portland, hereinafter caLled "City" and

,hereinafter called

"Corporation " or "operating Agency".

WTTNESSETH:

WHEREAS, the City has entered into a contract with the United

States of America through the Secretary of Housing and Urban Development

for g:rant and assistance to carry out a comprehensive City Demonstnation

Program under Title I of ttre Denonstration Cities and Metropolitan

Development Act of 1966; and

MEREAS, the cooperation of the City and ttre Corporation is

necessary and essential for the Successful operation and conpletion of

the Portlancl Model City Program; and

WHEREAS, the City desires to fund certain project activities

whLch are within the scope of the ability of the corporation to perform;

NOw, TI{ERETORE, the parties do mutually agree as follors;

SECTION I.

Deflnitions

The folloring are definitions used in this Agreement:

(A) "Act" means Title I of the Demonstration Cities and
Metropolitan Development Act of 1966.

(B) "Area'r means the Mode I Neighborhood designated in the
Program.
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(C) "Contractor" means an entit-y (other than the Corporation )
that furnishes supplies or services to the City (other
than standard commercial supplies, office space, or print-
ing services) .

(D) "Grant" means the financial assistance being provided
pursuant to Sections 1O5 and 107 of the Act.

(E) "IIUD" means the Secretairy of l{ousing and Urban Deve}opment
or a person authori zed :o act on his behaLf.

(F) "Operating Agenry" means an entity that has the responsibility
for adni.nistering a project or activit-y, herein called
"Corporation".

(G) "Program" means the HUD approved Comprehensive City
. Delronstration Program as the s.rme may from time to time

be amended.

(H) "Program Administr:ation" means the planning, programming,
evaluating and budgeting of the Progxam and the overseeing
and coordinanting of the Operat-ing Agencies.

(I) "Projects and Activities" means those undertakings
(inclucling relocation but not including Program
Administration) which are included in the Program and
are funded in whole or in part by ttre crant.

(J) "O.ther Projects and Activitj.es " means those undertakings
included in the Program which are funded entirely from
other sources and require no Grant funds.

(K) "work Prograrn" means tlie statement describing the
scheduled status of a Project or Activity which is
or will be a part of the Comprehensive Demonstration Progran.

sEqrroN rr.
Performance b Corporation

Corgrcration agrees to carry out the services specified in

Section V of this Agreement in a lawfu1 , satisfactory and proper

manner and in accordalce with the policies, procedures and requirernents

established during the term of this Agreement, or upon any extension

thereof, by the City or HUD.
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SECTION ITT.

Grant

fhe City shall pay to the Corporation for the services rendered

hereunder the sum of Do1lars, (9 )

Such grant shall be used in conformity wit-h the project budget which is

attached hereto marked "Exhibit A", and by.reference made a part hereof.

ftre Corporation may re-allocate any budget item witkrin saiil Exhibit"d

trithout City approval only as long as said budget itesr is not increased

by more than ten percent (10t), or Fifteen Ttrousand Dollars ($15,OOO),

whichever is Iess. In ttre event that such budget item is increaseil in

violation of this Section, ttre Corporation shall be so1ely liable for such

increase.

SECTION IV.

Review, order and Additional
Flnancial.Assistance

llhe project activities and proj ect budget of the Corporation

may be reviewed on any perioilieal basis by the City. Adtlitional

financial assistance by the City to the Corporation for any period

beyoncl ttre term of t}is Agreement shdll be conditioned upon:

(a) Satisfactory performance of the Agreement by the
Corporation, and

(b) Availability of "Model City" Funcls.
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SECTION V.

The services to be rendered by the Corporation in conformance

with the Moilel City Program are as fo1lows:

(1) llhrough the provision of business counseling, feasibility

studies, and general planning assistance to prospective and existing

resident entrepreneurs of the Model Cities Area, accelerate the ra!,e of

successful new business formation and e:<pand the scale of existing area

entertrrrise.

l2l litatch client loan applicant's needs with availabLe

financial resources by assisting in the preparation of Sura1l Business

Adninistration and other business loan applications and encouraging

ttre metropolitan area financial institutions to make available capital
;/

for the use of client entrepreneurs.

(3) Inq)lement a progr.rm in whictr business and other organizations

erploy l{odel- Cities Area resiCents as understudj.es in positions affording

the managerial and operating' experience necessary for success in business.

(4) Secure the assistance of all reSource agencies in a

coordinated effort to attlact desirable ent-erprise to locations in

or convenient from the rnodel neighborhoods which wi3.1 employ resi.dents

and contribute to the area's balanced economic development.

(5) Loan seed money on advantageous terms to client business

concerns to be utilized as the requisite 10 percent shale for

participation in Sma1l Busj.ness Admini stration "502" direct and

guarantee loan programs.

(5i Loan money on advantageous terms to client business concerns

for use as either fixed or operating capital . Funds provided clients

through ttris activity may be deposited at local banking institutions

to establish client credit.
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(7) Ioan money to client concerns or invest directly in
,.:

industrial-commercial site preparation, plant construction, etc.

fn cases of direct investment, facilities may be consLructed on a

lease-back basis as a device to attract outside investment to

desirable locations.

SEqIION VI .

Term of Agreement

The project activities of the corporation are to be conmenced

as soon as possible after the execution of this Agreement,but ,' in no event

less than thirty (30) days after such execution, and shafl be wrdertal<en

and completed so as to effect t.he efficient and expeditious performance

of this Agreement on project activities requireil to be completed by tJlis

Agreement by

SECTTON VIII.

Mettrod of Disbursement of Grant

The City agrees to disburse the grant funds provided in

Section III of this Agreement in the following mErnner:

(1) The CorporatS-on designates

and/or as persons authori zed to

suburit reguisitions for disbursements .

(2') The corporation shall subrni t a requisition for

disbursement upon form providedl by the City. Each requisition shall

state the services performed to the date of the requisition, the amo'.rnt

of services performed to the date of the requisition, the amount of

services performed or costs expended, the budget item authorizing such

e:<penditure, any changes made in budget items, together rri ttl reasons
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SECTION VIII.

Restrictions on Disbursements
by Corporation

l'loney disbursed under this Agreement by the Corporation to

contractors sha1l be by a written contract which incorporates the

applicable Supplernentary General Conditions and requires the contractor

to conrply with HuD requirements with regard to accounting and fiscal

matters, to the extent they are applicable.

SECTION IX.

Records

Records shal1 be maintained in accordance with requirements

prescribed by HUD or the City with respect to all matters covered by

this Agreement. Except as otherwise authorized by HUD, such records shall

be maintained for a period of three years after receipt of the final

Payment under this Agreement.

AlI costs shall be supported by properly executed payrolls,

tine records. invoices, contracts, or vouchers. Orders, or other

accounting documents pertaining in whole or in part to this Agreement,

shall be clearly identified and readily accessible.

SECTION X.

Use of the Project Funds

Project funds sha1L be used only for those purposes which

are applicable to this Agreement.
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SECTTON XI .

Safeguardin g of Punds

Itre Corporation sha1l deposit all Project Funds in a depository

acceptable to the city and <itherwise safeguard such fund.s pursuant to

such instructions as HUD or Lhe City may from time to time issue. If any

interest shal1 be earned on the funds, the interest shall accrue to the

benefit of the Project.

SECTION XII.

Termination of A eement for Cause

(a) If, through any cause, the Corporation sha1l fail to fuJ-fi1l

in timely and proper milnner its obligations under this Agreement, or if

the Corporation shall violate any of the cbvenants, agreements, or stipulati.ons

of the Ag'reement, t-he City shall thereupon hawe the right to terminate

this Agreement by giving written notice to the Corporatien of such termination

and specifying the effective date thereof, at least five (5) days before the

effective date of such termination. In such event, all finished or unfinished

docunents, data, studies, surveys, drauings, maps, models, photographs

and reports prepared by or for t}le Corporation under this Agreement shaI},

at the option of the City become its property and the corporation shall be

entitled to receive just and equitable compensation for any work

satisfactorily completed hereunder.

(b) Notwithstanding the above, the Corporation shal1 not be

relieved of liability to the City for damages caused by the

Corporation, and the City rnay withhold any palments to the Corporation for

the purpose of set-off until such time as the exact amount of damages

due the City from the corporation is deterrnined.
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SECTION XIII .

Availability of Funds

lfhe funils to be used by the City for payments hereunder are

supplementaL funds under the Cityrs Comprehensive City Demonstration Program,

and are grant funds under the &ove said agreement with the Uni.ted States.

the availability of saj.d funds are subject to the control of the United

States Government and HUD and should said funds be encumbered, withdrawn or

otherv,rise made unavailable to the City, whether earned or pronr-i sed to or

by the Corporation, Corporation. sha11 not be paid said fr:nds until ttrey are

made available by the United States coverurent for payment. No other funds

owned or controlled by the City shall be paid under this contract, nor shall

the City have any general or special tax 1iability hereunder.

It is e)<pressly understood that by transferring federal grant

funds hereunder the City does not become a stockholder or menlcer of the

Corporation, lend its credit, guarantee or fi.nancial endorsement to the

Corlniation or any of the activities or obligations undentaken by the

CorT>orati.on .

SECTION XIV.

changes

:[he City may request changes in the scope of ttle services to

be performed by the Corporation. Such changes, including any increase

or decrease in the anount of ttre Corporationts compensation, which are

urutually agreed upon by and between the City and the Corporation, sha1l

be incorporated in written amendments to this Agreement.
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SECTION XV.

Personnel

(a) The Corporation represents that it has, or will secure

at its ovrn expense, a1l personnel required in perfonnJ-ng the services

under this Agreement. Such personnel shall not be employees of or have

any contractual relationship with the City.

(b) AII of the services required hereunder will be performed

by the Corporation or under its supervision.and all personnel engaged in

the work shall be fully qualified and shal.l be authori zed or permitted under

State and loca1 Law to perform such services.

(c) None of the work or services covered by this Agreement

shall be subcontracted except in accordance with Section XIII hereof.

Any work or services subcontracted hereunder shall be specified by

uritten contract or agreement and shalI be subject to the provisions of

this Agreement. All contracts and subcontracts, including emplolment,

shall contain ttre express fanguage of Section XTIr hereof.

SECTION )(VI .

Assignability

Tlre Corporation shall not assign any interest in this Agreement,

ancl shal1 not transfer any interdst in the sanne (whether by assignment or

novation), without the prior written consent of the City therbto, provided,

however, that claims for money due or to become due the corporation

from the City under this Agreement may be assigned to a bank, trust company,

or other financial institution without such approval . Notice of any such

assignment or transfer shall be furnished promptly to the City.
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SECTION XVII .

Identification of Docunents

All reports, maps, and other ilocuments completed as a part of

this Agreement, other than documents exclusively for internal use

within the Corporation r. shaI1 contain the fol-lowing information on ttre

front cover or title page (or in case of maps, in an appropriate block) :

name of the City, month and year of the preparation, name of the corporation,

name of the Model Neighborhood Area or portion thereof, and the following

notation covering Federal assistance:

"The preparation of this (report, map, document, etc.)
was financed in part through a grant from the Department
o€ Housing.and Urban Development, under the Provisions
of Section 104 of the Demonstration Ci-ties and
Metropolitan Development Act of 1966."

SECTION XVIIT.

Reports and Information

At suctr tj-mes and in such forms as HUD or the City may

require, there shalL be fi:rnished to HUD or the City such statenents,

records, reports, data and information pertaining to matters covered

by ttris Agreement and any information pertaining to other project

activities of the Corporation as may be deemed necessary to the

efficient planning and evaluation of the program by the city.

(a) Regular reports required shatl consist of:

1. IronttrJ.y submission of financiaL statement.
the time of submission will be the last
Friday of the month fo}-l-owing the period for
which the report is prepared
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2 Quarterly submission of status of work
program. The time of subnrlssion rviLl be
by the 5th ilay of the month for which the
qudrterly report be comes due.

(b) Sanctions:

Recurring failure of the Corporation to
submit reports on time wiJ.l be considered
a breach of the Agreement and sufficient
reason to withhold approval for further
compensatj.on under this Agreement.

sEcrIoN xrx.

Audits and Ins ections

At any time during norma I business hours and as often as the

City, HUD and,/or the Comptroller General of the United states may request,

there shall be made available to the requestor, the Corporation I s records
I

with respect to all matters covered by this Agreement and will pennit

tlre City, HUD and,/or representatives of the Conrptroller General to audit,

exanine and make excerpts of transcripts from such records of personnel,

conditions of employrnent and other data relaling to all matters covered by

this Agreernent. In addition to the above, at the close of each fiscal

year, there shall be an audit of the Corporation's business activities

by an independent certified public accountant, a copy of which shall be

delivered to the City.

SECTION XX.

HIJD Requirements

Unearned payments under this Agreement may be suspended or

terminated upon refusal to accept any additional federal conditions

that may be imposed by HUD at any time, or if the grant to the City

under Title I of the Demonstration Cities and Metropolitan Development

Act of 1966 is suspended or terrninated.
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sECrroN xxr -

Conflict of Interest

No officer, employee, or agent of the City who exercises

any function or responsibiLities in connection lrith the planning and

carrying out of the Program, or any other person who exercises any

functions or responsibilities in connection with the Program, shall have

ariy personal financial interest, direct or indirect, in this Agreernent;

and the Corporation shall take approprj.ate steps to assure compJ.iance.

Ihe Corporation further agrees that it will incorporate

into every Corporation contract required to be in writing the

follor,ving provision :

"The parties to this contract covenant that no person
rrho presently exercises any functior.,s or responsibilities
for the Corporation and holds I0. percent or more
of the ownership interest in a firm or 'corporation
which is a party to this contract has or shall in any
way participate in or be present at any of the Corporation's
deliberations or decisions relative to the contract.
The parties further covenant that in the performance
of this contract no person having any such conflicting
interest sha1l be employed. "

Any .i.nterest in such contract on the part of the parties to

the contract or their employees must be disclosed to the City.

Hovrever, this section shall be interpreted in such a manner so as not

to unreasonably iurpede the corporation I s ability to obtain the services

of qualified persons nor the statutory requirement that maxirnum

opportunity be provided for employment of and participation by residents

of the area.
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SECTION XXTI .

Opportwri ties for Residents

In all work made possible by or resulting f,rom this Agreement,

affirmative action will be taken to ensure that residents of the Modet

Neighborhood Area are given maximum opportuni ties for training and

employment and that business concerns located in or owned in substantj.al

part by residents of the Model Neighborhood Area are to be permitted

maximurn feasible partj.cipation.

SECTION XXIII .

Discri.mination Prohibi ted

(a) In al.l hiring or employment made possible by or resulting

frour this Agreement, (1) there lrill not be any discrirnination against

any employee or applicant for employment because of race, color, religion,

sex or national origin, and (2) affirmative actj.on will be taken to ensure

that applicants are employed, and that emptoyees are treated during

employment wi thout regard to their race, color, relj-gion, sex, or

national origin. This requirement shall apply to but not be limited to,

the following: einplolment, upgrading, layoff or termination, rates of pay

or other forms of compensation, and selection for training, including

apprenticeship. There shall be posted in conspicuous places available to

erq)loyees and applicants for employment, notices to be provided by HUD

setting forth the provisions of this clause- AII solicitations or

adlvertisements for employees shall state that aII qualified applicants will

receive consideration for employment without regard to race, color,

religi-on sex or national origin.
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(b) No person in the United States shalI, on the ground of

race, color, religion or national origin, be excluded from participation

in, be denied the benefits of, or be subject to discrimination under any

program or activity made possible by or resulting from this Agreement.

The Corporation and each ernployer will coruply with aII requ5.rements

iuiposed by or pursuant to the regulations of HUD effectuating Title VI

of the Civil Rights Act of 1954-

(c) The Corporation hereby agrees tleat it will incorporate

into any contract for construction work, or modification thereof, as

defined in the regulat5.ons of ttre Secretary of Labor at 41 CAR

Chapter 60, which is paiit for in whole or in part with firnds obtained

pursuant to this Contract Agreenent, the equal opportunity clause

which is a part of the labor standard provisions attached hereto.

lltre Corporation further agrees that it will be bound by the

equal .opportunity clause and other provisions of CFR Chapter 50 with

respect to its own employment practicds..when it participates

in federally assisted construction work; provided, however, that if ttre

Corporation so participating is a State or local government, the

above equal opportunity clause is not applicable to any agency,

instrumentality, or subdivision of such government which does not

participate in work on or under the Agreement.

The Corporation agrees that it will assist and cooperate

actively with IIUD and the secretary of Labor in obtaining the eompliance

of contractors and subcontractors tith the equal opportunity clause

and the ruIes, regulations, and relevant orders of the secretary of

Labor, that it will furnish HIJD and the Secretary of Labor such

information as they may reguire for the supervision of such compliance,

and that it will othenrise assist HIID in the iischarge of its primary
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responsibility for securing compliance.

The Corporation further agrees that it will refrain from

entering into any contract or contract rnodification subject to

Executive Order 11245 of Septenbet 24, 1965, with a contractor debarred

from, or who has not demonstrated eligibility for, Government contracts

and federally assisted construction contracts pursuant to the Executive

Order. In addition, the Corporation agrees that if it fails or refuses

to comply with these undertakings, the City may take any or aII of the

following actions: Terminate or suspend in whole or in part this

Agreement; refrain from extending any further assistance to the

Corporation uncler the progrErm with respect to whi ch the failure or

refusal occurred unLil satisfactory assurance of future compliance

has been received from such Corporation i and refer the case to the

Department of Justice for appropriate lega1 proceedings.

sEcTroN xxrv.

Labor Standards

There shal1 be included in all construction contracts, made

possible by or resulting from this Agreement, with appropriate

entities the applicable labor standard provisions, if the work being

carried on is not otherwise sr.rbject to provision of Eederal 1aw imposing

labor standards on federally assisted construction and in ttre case of

residential projects if the project is designed for the residential

use of eight or more families.
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SECTION XXV.

Copyrights

If this Agreement results in a book or ottrer copyrightabLe

nraterial , the author is free to copyright the work but HIID reserves

a royalty-free, non-exclusive, and irrevocable license to reproduce,

publish, or otherwise use, and to auttrorize others.to use, alL copy-

righted material and all material whi ch can be copyrighted.

SECTION XXVI .

Patents

Any discovery or invention arising out of or developed in

the course of work aided by this Agreement shall be promptly and fully

reported to HUD as to whether patent protection on such invention or

discovery shall be sought and how the rights in the invention or

discovery. including rights under any patent issued thereon, sha1l be

disposed of and administered, in order to protect the public interest.

sEcTroN xxvrr.

Political Activity Prohibited

None of the funds, material , property or services provided

directly or indirectly under ttris Agreement shall be used in the

performance of this Agreement for any partisan political activity,

or to further the election or defeat of any candidate for public office.

SECTION XXV]II.

Lobbying Prohibited

None of the funds provided under this Agreement shall be used

for publicity or propaganda purpose s designed to support or defeat
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Iegislation pending before the Congress, the State or any municipal

legislative body .

SECTTON XXIX.

Entire Agreement Hereu

' This Agreement states the entire te:mrs and condj.tions under.

whi ch the Grant is provided by the City to the Corporation, ancl no

other conditions or terms. whether in writing or oral. not contaj.ned

herein shall be deemed to exist or be biniling upon the parties hereto.

sEcTroN xxx.

Liability of Members of Model CJ.ty Agency

No individual member of the Portland City Council or ernployee

of llhe City of Portland shalI be held personally liable for any reason

in any action or upon any claim by reason of any term or condition of

ttris contract.

Provided further that no member of the Board of Directors or

officer of the corporation shall be held personally liable for any

reason in any action at Iaw or otherwise or upon any claim by reason

of any term or condition of this contract.

SECTION XXXI .

AI1 property, real or personal, which is purchased to perform

and execute the scope of services as defined in this agreement shal1 be

and remain the property of the Corporation during the term of this

Agreement and at conclusion thereafter. It is agreed that as far as

practicable, that after the end of this Agreement such property shall

be used for pr:blic purposes within the framework of the scope of services
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as dlefined herein.

IN WITIIESS WHEREOI., Ihe City and'ttre Corporetlon have

caused this Agreement to be duly executed on their behalf and ttreir

6eals to be hereunto affLxed and atteEted tlrls

of , 19:--
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Critique: Final Task Force Recomnendations

The sr:bstance of tld s section appears in the cover letter of

thj.s report summarj.zing the deLiberative process and the conclusions

reached by the task force.

From the outset, the task force was faced iittr two basic prob-

lems:

(1) To find an appropriate operating .agency whi ctr would be

readi 1y acceptable to the model cities business corutunity and to which

the City can confidently delegate authority and responsibility sufficient

to ensure effective j.mplementation of a highly technical program;

(2'l To determine whether ttre lending of seed capital as well

as provision of technical assistance services to client concerns should

be retained in ttre face of possible Constitutional liuritatj.ons on and

1egal questions about tlre Cityrs ability to supply suppleurental for pro-

posed program activities.

Ttre task force reached expliclt conclusions on each of these

points. Based on the comron experience of the other first round cities

studi.ed and the virtual non-existence of an agency, public or private,

ful1y qualified to undertake ttre complete rangre of necessary services,

the recommendation is that a local development corporation, licensed for

participation in small Business Administration lending programs, be org-

anized to operate tJle progra.rr. The proposed corporation wouLd be model
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neighborhood based but enjoy substantial participation, both on the

board of directors and in advisory capacities, from persons through-

out ttre metropolitan economic couununity of recognized technical and

adminis trative competence .

Although it is the consj.dered opinion of the task force that

the possible Constitutional limitations on prograrn inplernentation have

been resolveil by the structure and form of the proposed local develop-

uent corporation, Lt is recognj.zed that the issue of seed capital and

business loans still represents a potential lega1 problem, at least in

the context of the opinion rendered by the Portland City Attorney in

response to ttre original program. The advice then was to tal<e great

care in designing the program relationships to ensure they do not of-

fend provisions of the Oregon Constitution. lltri s was the task forcers

orerriding objective. The corporatj.on's proposed relationship with the

City is that of an independent contractor agreeing to perform specific

services for the City, utllizing only Model Cities Administration sup-

plemental funds and no monies from the City of Portland general fund.

In ttrese terms, the City wiII be the transfer channel ttrrough which fed-

eral monies will flow to the corporation for purposes spelled out in the

the proposed program. The contractual relationship defined in the task

force reconunendations should elininate any question of the City J.ending

credit or donating assets to a private organization eittrer in the case

of the local development corporation or participating client business

concerns. In adilition, tJle proposed operating agreement is directed to-

ward eliminating the City fron any possible general fund liability due
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either to the actions of proposed 1ocal development corporation or

its clients.

lltre task force and th€ Model Cities Econornic Development Working

conmittee are presently awaiti.ng an opinion from the city Attorney and

the Office of ttle Mayor as to the acceptability of ttre p1an. Itre strat-

egy is to gain approval of the general concept and proceed to develop-

rEnt of a specific plan for submission to H.U.D. Itre task force, or a

sub-comnd ttee thereof, has volunteered to secure the participation of

oq)erienced and qualified individuals on the proposed corporation's

board of directors. Ttri s course of action is recommended to organize

ttre operating agency. As ttre mernbers of ttre task force are talented and

experienced individuals with a denonstrated interest in the Conrrunity

Development Program. this initiative with ttre advice and counsel of the

Office of the I'layor is probab l-y the most straightfonoard approach to

the problem of organization.

It is inportant to note that the task force process itself has

fulfi1led a function essential to ttre ultimate success of ttre progr.rm.

By bringing together representatives of virtually every resource agency

potentially useful to ttre proposed e conorrl c deve lopment effort and the

leadership of the model cities business communi ty, the study has estab-

lished critical lines of corununication. The dialogue generated by the

inquiry has developed a new leve1 of inteltest on the part of nlny groups

and in&ividuals who nLight not otherwise have become concerned with the

issues. Those who participated invested considerable time and unquestioned




