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MLB's Expansion Franchise Fees
Have Risen Sharply

Expansion Franchise Fees - 1960 to present
(in millions)

Los Angeles (1961) :I: $2.1 .
Washington (1961) ::f $2.1

Houston (1962) i:j: $1.85
New York (1962) :;:;: $1.8

Kansas City (1969) $5.55
Seattle (1969) m:::::::::::: $5.55

Mohtreal(1'969) ~M:::::::::::::::j:::::::::::::::::::::'$12.5

San Diego (1969) ::::::j:::::::j::::::::::::::f::::::::::::: $12.5

Seattle (1977) :?~I:::r:I $6 25::::::::::.:.::::;:::; .
'"T':oronto (1977) :::::I:::~::II~~ $7I ~ . . .

Colorado (1993) $95
Florida (1993) $95



NFL's Expansion Fee Up By $124
Million Since 1976

Expansion franchise fees -1960 to present
(in millions)

Dallas (1960) 1-$0.6

Minnesota (1961) 1-$1

Atlanta (1966) "$8.5

Miami (1966) .$7.5

New Orleans (1967) ..$8.5

Cincinnati (1968) .$7.5

TampCl E3ay (1976) _$16

Seattle (1976) _$16

Carolina (1995)

Jacksonville (1995)

$140

$140



NBA's Expansion Fee Has Grown
By $92 Million Since 1989

Expansion Franchise Fees - 1960 to present
(in millions)

$125
$125

$32.5
$32.5
$32.5
$32.5

$1.25
$1.75
$1.75
$2
$2
·$3.7
$3.7
$3.7
$6.15

$12

Chicago 1966
Seattle 1967

San Diego 1967
Milwaukee 1968

Phoenix 1968
Buffalo 1970

Cleveland 1970
Portland 1970

New Orleans 1974
Dallas 1980

Charlotte 1988
Miami 1988

Minnesota 1989
Orlando 1989
Toronto 1995

Vancouver 1995
, I , I ! I I I ! I I I , I I I



NHL's Expansion Franchise Fees
Rose By $44 Million -In 12 Years

Expansion franchise fees - 1960 to present
(in millions)

Oakland 1967
L.A. 1967

Minnesota 1967
Philadelphia 1967

Pittsburgh 1967
St. LoUIs 1967

Buffalo 1978
Vancouver 197

Atlanta 1972
N.Y. 1972

Kansas City 1974
Washington 1974

Edmonton 1979
Hartford 1979
Quebec 1979

Winnipeg 1979
San Jose 1991

Ottawa 1992
Tampa Bay 1992

Anaheim 1993
Florida 1993
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Major NFL Franchise Sales
Over Past 10 Years

(in millions)

$250

$158
$165

_ $185
$175

$65
$70

_$85
$80

$85

$50 $100

Philadelphia (1985)
N. Orleans (1985)

Dallas (1985)
Seattle (1988)

N. England (1988)
Dallas (1989)

Atlanta (1991)
N.Y. Giants (1991)
N. England (1992)
N. England (1994)

Miami (1994)
Philadelphia (1995)
Tampa Bay (1995)

I "
! I! I ! I

$0



Major NBA Franchise Sales
Over Past 10 Years .

(in millions)

Phoenix (1987)

San Antonio (1988)

Denver (1989)

Orlando (1991 )

Houston (1993)

Minnesota (1994)

$0 $20 $40 $60 $80 $100 $120



Major NHL Franchise Sales
Over Past 10 Years

(in millions)

Los Angeles (1988)

Hartford (1988)

Minnesota (1990)

Pittsburgh (1991)

Hartford (1994)

Toronto (1994)

$0 $20 $40 $60 $80 $100 $120



Major MLB Franchise Sales
Over Past 10 Years

(in millions)

PIttsbUrgh (1985) l~i?:::::::::::::::::::::::::::::::::::::::::JIJ·:: $22
:;:;:;:;:;:::;:;:;:;:;:;:;:;:;:;:;:;:;:;:;:::;:;:;:I.;

Cleveland (1986) @:;iiiiiiii:i:i:iii:iii:i:;:i:iii:i:iii:i:i:i:i:::i::::::ii:~J $35

N . Y Mets (1986) @:::~:i:i::::::::i:~:::::~::::~:i::::;i:i:i:::iii:i::::ii:~:~:::;:~:i:ii;:i::i::::::::;:::;i:::::::i::::::::::i;:;::::iii;i::ii:::;ij:;iii;ijiji::;::i::::i:ii:i:ii:::;:il$81

B aItim0 re (1 988) m:~:~i~:~:~::i:i:::;:i:::i:i:::::::::i:i:::::::::::::::i:::im:::::~::i::m:::~:~~~:~~~:::~~:::j:~i~:~i:i::~:m:::~::i~i:i:::i:::i:i:i:i~i:i~:::::::::::~:~iiJ $70

Texas (1989) 8i:ii:i:::i:ii::i;i:;::::iiIi:::i::::i;::i:::i);:::;:::i:ii:ii::i::::::i:i:i:JJ $46

Seattle (1989) @:;:i:ii:i:i:i:i:i:::::i:i:i:i:~:::::i:;:i:::i:::i::i::::::i:::::::::::::::::::::i:i:i::::::;i::;:;:;:::::iii:ii::::::::i:::::;:::::ii:;:j:;;;i;:;:;:;Ii;:i::i:;i::::::::ii::IJ $80

San 0 iego (1 974) %::::i:::::;::::::~:~:~:~;~:::~;~i~;::::~i::~:~:~:~:::::::::::::~:~::::i:::i::::::::::::~:~:~;~:~::i:~::::i::::::~:~:~:::i~;~:~:~:::::::::::::::::::::::::::::::::::::IJ $74

Detroit (1992) s::i:i:::i:::::::i:i:i:i::::i:::i:i:::i:::i:::::i:i:i:::i:::::i::@i:i:i:i:i:::i:i:i:::::::::i:i:i:i:i:i:::ii:i:i:::::::i:i~::::i~::i:::i:::i:::::i:i:::i:i:i:i:i:::::::::i:::::i::::i:::i::iilJ $85

Houston (1992) 4i:ii:::i:i:::i::::::::i:ii::i:iiiii:::;:i::ii:i:::i:i:i:i:)::i;i::::::;i:iiii::;:::::::i:i:i:i:ii::;:i:i:i:::i::;::i::::;::i:::;;;ii:ii;:ii;:;i;:;:;:;:i:iii:;:;:ii;:::::;i::;:i:::;:;::ii:iiiJ $90

Seattle (1992) s::;::::::::::::::i:::::::::::::::::i:::i:::::::::::::::::::::::::;:;:;:;:::::;:;::::,i:::i:::::::::::::::::;:::::::;:::::;:::::::::;:::;:;:::::;:i:::i:i:::::i:::::::::::::::::i:i:::::i:;:::j:::::;:;:j::i:j:::::::j:::j::i:::;:j:i:;:;:;:i:jiifJ $106

San Fran. (1993) p::::::::ji;:j:;:j:::::i:::::::::::::j:::::::::::::::j:j:j:j:j:j:::::::j::::::::::::::::::i:::::::i:::::i::::::::::::i:::::::::::::j:i:i:j::::::::i::::~:~i:;:::::::::::i:::::::::j::::::::;:::::i:::::::i:::::i:j:i~:~:::iJ$100

Baltimore (1993) j~i~iiii~iii~:~~~~~;~I~J$173

$0 $50 $100 $150 $200
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62 Professional Franchises Are
Requesting Facility Changes

Facility status of MLB, NFL, NBA, and NHL teams

Under construction 12.0%

Changes desired 55.0%

New facility/lease 22.0%

Satisfied as is 11.0°1<>



11% of Franchises Are Satisfied
With Their Current Facility

L
I

!,J -- ----- -

700/0 1 I

60% 1---­

50°J'o ~--------------

40% 1---­

300/0 1-­

20% li-----1

10%

0%
New facility/lease Under construction Changes desired Satisfied as is

'NFL II 10% 7% 63% 20%

- ---

II 32% 18% 43% 7%NBA ill~i

NHLII 27% 19% 54% 0%
--~-

MLBII 21 % 4% 61% '14%



Trends and Characteristics of
Facilities are Changing
III Private suites and club seats
11 Wider concourses
II Computerized food orders
II Restaurants/bars
11 Pro novelty shops·
11II Concessions
I) Retractable domes
III Technology of scoreboards



Naming Rights and PSL's
New Words in Financing

II Carolina Stadium
~ $90 mil in Premium Seating

II Coors Field
~ $15 mil in Naming Rights

II Gateway ComJllex
... $20 mil in 'Stadium Founder Seats'



Facility Revenues Can Increase $20 Million
or More Annually In a New Facility

III Suites
II Club Seats
II Concessions
81 Parking
.. Advertising
II Other Events



Minnesota Has a Higher Than
Average Number of Luxury Suites

Luxury suites in U.S. professional sports facilities
(total of 35 markets with professional franchises)

182

700

600 L 502

500

. 400'-

300 r
:(: ~:. :. :,.::i·:~i::i::· .: '. '.' ..

165
.A~tt:::~::ttttm~:

200

100 .-

0

I• High Ii!iJl Average. Low III Minnesota I



Minnesota's Pro Sports Facilities
Do Not Offer Any Club Seating

C.lub seats in U.S. professional sports facilities
(total of 35 markets with professional franchises)

°°

3,083
.........:•.•.•.•...•.......•:....•:...

10,944
14000 Ii--------------------~, '

12,000

10,000 .­

8000 .-,

6,000

4000 .-,

2,000

o L.--'--

I • High III Average • Low III! Minnesota I



Paradigms Are Changing

II Private ownership
II Public support

~ Financing vehicles
~ Real estate tax subsidies

II Greater levels of public support
~ Revenue guarantees
~ Subsidies



--~ ---- --~ --- ~~~-- --~ --- --- ---- --- ~_._-~

Private Ownership Examples

II u.s. Air Arena, 1973
II Dodger Stadium, 1967
.. Busch Stadium, 1966
.. Wrigley Field, 1914
III Tiger Stadium, 1912
II Fenway Park, 1912



--- ---- --- ---- --- ---- --- --- --- ~---

Public Support Through Financing
Vehicles and Real Estate Tax Subsidies

II Target Center, 1990
II HHH Metrodome, 1982



Public Support and Guaranteed
Revenue Streams & Subsidies

II Carolina Stadium, 1995
II America's Center in St. Louis, 1995
II Gator Bowl in Jacksonville, 1995
II Gateway Complex, 1994
II Alamodome in San Antonio, 1993
III Camden Yards in Baltimore, 1992
.. Comisky Park in Chicago, 1991



Arena Construction Cost
Steadily Increases
Arena, Year Built

$250

$188

$200$100 $150
(in millions)

$53.1- $70

$50

Miami Arena, 1988
. Palace, 1988

Bradley Center, 1988
Orlando Arena, 1989
Target Center, 1990
Delta Center, 1991

America West, 1992
Gateway Arena, 1992

Arrowhead, 1993
San Jose Arena, 1993

Kiel Center, 1994
United Center, 1994

I I I I I I I I I I I

$0



Stadium Construction Cost
.Dramatically Increases

$247

$100 $150 $200 $250 $300
(in millions)

$50

Stadium, Year Built
I I

Silverdome, 1975
Superdome, 1975

Kingdome, 1976
Metrodome, 1982
RCA Dome, 1983

Hoosier Dome, 1984
Joe Robbie, 1987

Thunderdome, 1990
Georgia Dome, 1992

Alamodome, 1993
Gateway Stad., 1994

Coors Field, 1995
Charlotte, 1995

I I I I I I I I I I I I

$0



Proposed Construction Costs
Soar

Proposed Facilities

MCI Center

Milwaukee Stadium

Maricopa Stadium

New Century Park

Cincinnati Stadium5 .' .. '.... '.. '. :';'.:'.;;: :'1:::":::::::::::::::;:::1::1::::::j;:;::::::1:1::::;:::::j(:::/:': -..:.:;: ::;.'. '. :::.:::::;;;;:;:.:(..:.::..... :.... .:: :::...... $540

$0 $100 $200 $300 $400 $500 $600 $700
(in millions)



Financing Structures of
Stadiums and Arenas Differ

II Construction costs for stadiums are 65%
higher than arenas

.. Stadiums require more public funding than
arenas

II Arenas utilize more facility revenues than
stadiums for financing



Sumnmry of Financing AITangements
1'01' Selected Professional Sports Facilities - AI'enas

In Reccnt Ycars

--.----~~-~~-I~--·----__.--·------~-,-~--~-----~·--

Total
ProiectOthel'

Private/
Projec~

-~-- -._-~~----

I<'inancing I<'inancing
ParUdpatioll Participation

I- Percentll e (In ,nilllon~~ .__
Public Private
Total Team PI'oj~ct--~--------

Proiect Contribution Revcnue

Total
Cost

_I (millions) L~ub!!f_
Opening

Yw:M£nas ~Tcam(s) I ~
$2273

73.4
52.5
74.0

103.0
0.0

70.0
100.0
600
16.0

';EI ~lH~4!~-"1f!~==il
V" JU/

O
I 23.0 0.0 103.0 -- -- - 0.0

U%
-~i'--- ---6:0 .- ---o:o---~o.o

--_._- _. __ ._----
100% 0.0 0.0 --.--ZQ,Q_----- Qj!.- ---

OAOL 6.3 0.0 0.0 100.0
~_. ------_.,-

IW-I 0.0 I 0.0 60.0 0.0
~----- --- -----~

")')0£ 47.0 . 0.0 0.0 16.0--_.-

~ose Gar~~___ Portland Trailblazers N13A 1995 $260.1 13% I 0 I

The N~w Seattle Center ~oliseun!__ ~eattleSupersonics _ NBA 1995 73.4 0% .v,
Ameri(;~-We~tArena .__ Phoenix Suns NBA 1992 99_8 47% I .--
DellaCent~ .~_ Ut:mJazz. NBA 1991 94.0 21% ,nUl
TargetCenter_Mmnesota Tlmberwolves NBA 1990 126.0 18% ;;~:

Orlando Arena Orlando Magic NBA 1989 10 I. I 100% - .
The Palace of Auburn Hills Detroit Pistons NBA 1988 70.0 0%
Bradley <?entcr---·-- Milwaukee Bucks NBA 1988_ 106.3 6%In,. I
ARCO Arena Sacramento Kine.s NBA 1988 60.0 0%
CharIotteColiseum Charlotte Hornets NBA 1988 69.0 68% kJ ,. -------- - -r-----

Crossroads Arena Buffalo Sabres NHL 1995 122.5 45% 55% 55.0 0.0 ~35ttO 32.5
Kiel Center St. Louis Blues NHL 1994 134.7 0% 100% $0.0 $0.0 ---$i04.7 --$30.0
San .IoSeA~-- --~-- San Jose Sharks NHL 1993 162.5 82% 18% 132.5 30.0 -0:0---0.0
Arro.wheadfondo!Anaheim AnaheimMightyDucks NlIL---- --1993 -- 126.5 0% 100% ._~ __ 0.0 ~_1263.~~'-~-0.O._

67.5
$134.7

30.0
126.5

__~ . --.. -1-- ---- --

MCI Center (proposed) ~I!ington Bullets/Capitals NBAlNHL n1a $200.0 48% 52% $96.3 $0.0 ~Q~?
fleet Center Boston CellicslBruins NBAINHL 1995 160.0 0% 100% 0.0 32.0 128.0
IJnitCCeilter- ----__=_ __&!!icago BullslBlackhawks NBAlNHL 1994 187.5 7% 93% 12.5 26.0 ==-i49.Q
Miami Arena Miami HeatIFlorida Panthers NBAlNHL 1998 53.1 87% 13% 46.0 0.0 0.0

_~Q,-O
0.0
0.0
7.1

$103.7
160.0
175.0

7.1

Arella Avertlges WM. lfl...l.%J. QU% S3.M 1M :ilfH $l!1..3. $S7.li

_____~_ _...........L... ......l~~~___ t I I I !

Source: Municipal authorities, facility management, public records, and industry publications. Amounts have not been audited or otherwise verified.



Summal'Y of Financing Arrangements
fOI' Selected PI'ofessional Sllorts Facilities - Stadiullls

In Recent Yeal's

Stadill.trui IT"om's)

$;~fi= -u;H1=~~-~~~~
---- ._---~- ---- . -

~O 15.0 24~
-~- --_ ...._-- ---_.
0.0 0.0 0.0

00
IS7.7

0.0
50.0

00
102.0
245.1

$59.4

$33.3

0.0
0.0

30.6

___$5.5.

00
102.0
214.5

NFL 1995 266.0
NFL 1995 247.7

1995
-

Irs NFL 123.0
NFL 1993 200.0

~=t==---l-=1 $209.2

;_.- ---- NBA n_~ 1993 1 196.0
loridaMarlins NFLlMLB 1987 102.0_
I,-avaliers MLBINBA 1994 473.2

~-Ia-m-o~d-o-mc San Ant~-ni-oS-u~
----- --'
Joe Robbie Stadium (1) __ .__ Miami Dol hinslF
The Gateway Complex (2) Cleveland Indians ==--f-I==--o~ ~ , ., . ~ _

l¥-0otb~1I Stadiums _. t~~ I J---L- _l--==t----l-~
I~menca'sCenter ~!couis Ran~

Carolinas Stadium Carolina Panthers
Gator Bowl (major re!lOvationL......... Jacksonville Jal!ua
Georgia Dome Atlanta Falcons

So~rce: -M~l~icipai "a~thorii.ies, faciiitymanagement, public records, and industry publications. Amounts have not been audited or otherwise verified.
• The Chicago White Sox and Baltimore Orioles both provided some finish and FF&E tor their facility.
(I) The City provided some infrastructure improvements.
(2) The Gateway Complex includes Jacobs Field and The Arena at Gateway.



Examples of Recent Financing
Structures

II Carolina Stadium in Charlotte
- Cost $248 million

II America's -Center in St. Louis
- Cost $260 million

II Gateway Complex in Cleveland
-- Cost $473 million
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Team:

City, State:

General Description:

Owner/Operator:

Total Cost:

Financing Terms:

Public:

Private:

Estimated Financing
Participation:

Carolinas Stadium

Carolina Panthers (NFL)

Charlotte, North Carolina

Carolinas Stadium is being privately developed by the NFL Carolina Panthers and
will be ready for the 1995 football season. The stadium will be used exclusively for
football and is planned to have a seating capacity of approximately 72,300.

Richardson Sports

$247.7 million

The City of Charlotte is leasing the land to the ownership group for $1.00 per year.
The City committed to purchasing the land and providing certain infrastructure
improvements that are estimated at approximately $60.0 million.

Richardson Sports is financing the construction and development of the new stadium.
The financing is in part secured with stadium revenues, primarily permanent seat
licenses, private suite and club seat fees which is expected to generate $90.0 million.
An additional $70.0 million will be obtained from debt financing. Finally, $27.7
million will be generated from corporate support.

Public: 24%

Private: 76%



Carolinas Stadium

Panther's
Stadium Revenues

$90 million

Corporate Support
$27.7 million

'I

City of Charlotte
Infrastructure Improvements &

Land
$60 million

Panther's Stadium
Debt Financing

$70 million

Summary of Financing

Source: AmQunt (in millio~s):

Panther's Stadium Revenues $90.0
Panther's Stadium Debt Financing 70.0
City of Charlotte Infrastructure Improvements 60.0
Corporate Support 27.7

Total $247.7



America's Center·
Football Only Stadium

II Total Cost $266 Mil
II Public Support 100%

-- State G.O. Bonds 50%
-- City G.O. Bonds 25%
...... County Revenue Bonds25%

~ Hotel/Motel Tax



Team:

City, State:

General Description:

Owner:

Operator:

Total Cost:

Financing Terms:

Public:

Private:

Estimated Financing
Participation:

Public:

Private:

America's Center

St. Louis Rams (NFL)

St. Louis, Missouri

In conjunction with a major convention center expansion, the St. Louis Regional
Convention and Sports Cevantes Convention Center Complex Authority is
constructing a stadium capable of hosting an NFL franchise.

St. Louis Regional Convention and Sports Complex Authority

St. Louis Convention and Visitors Commission

$266.0 million

The State of Missouri issued G.O Bonds for 50% of the costs, the City of St. Louis
issued G.O. bonds for 25% of the costs and St. Louis County issued revenue bonds to
pay for the remainder of costs. These revenue bonds are backed by a hotel/motel tax.

None

100%

0%



State of Missouri
General Funds

$133 million

St. Louis County
Hotel/Motel Taxes

$66.5 million

America's Center

Summary of Financing

City of St. Louis
General Funds
$66.5 million

Source: Amollnt (in milliolls):

State of Missouri General Funds $133.0
City of St. Louis General Funds 66.5
St. Louis County Hotel/Motel Taxes 66.5
Total $266.0



Gateway Complex
II Total Cost: $473.2 Mil
II Private Support 52%

-- Local Contributions
-- Premium Seating
-- Naming Rights
- Interest Income

II Public Support 48%
-- Luxury Tax
-- Parking Revenue Bonds
-- County Funds
- City Contribution



Gateway Complex in Cleveland

III Cleveland Gateway Project takes vyheels off
Indians and Cavaliers

III Complex includes Gund Arena and Jacobs
Field

III Naming rights - $20 million
III Luxury seating - 32% of $473 million in

construction costs



Teams:

City, State:

General Description:

Owner:

Operators:

Total Cost:

Financing Terms:

Public:

Gund Arena & Jacobs Field

Cleveland Cavaliers (NBA) & Cleveland Indians (MLB)

Cleveland, Ohio

The City of Cleveland and Cuyahoga County set-up a non-profit entity, Gateway
Economic Development Corporation of Greater Cleveland (Gateway), to develop a
new arena and baseball stadium in downtown Cleveland. The seating capacity of the
arena is 20,700, while the stadium seating capacity is 42,000.

Gateway Economic Development Corporation

Cavaliers (Gund Arena), Indians (Jacobs Field), Gateway (Project common areas)

$473.2 million

Cuyahoga County Luxury tax bonds and tax receipts totaled $117.0 and $64.0
million, respectively. In addition, the County issued $120.0 million in bonds, of
which $5.0 million is to be repaid with non-Gateway revenues. Also, the State of
Ohio provided a $25.0 million project grant and a $2.6 million infrastructure grant.
The City of Cleveland Transit Authority contributed approximately $2.2 million
towards the development of a facility walkway, leaving an additional $8.6 million in
grants from the federal government for the same structure. The public sector's
portion of interest income of $3.7 million was also dedicated to the payment of
development costs. Overall, the public sector contributed $228.1 million or 48% of
the total development costs.



Private:

Estimated Financing
Participation:

Private:

Public:

Issuing Party:

Arena private suite and dub seat revenues allocated to Gateway over the life of the
Cavaliers' lease are expected to support $95.0 million of the County's $120.0 million
bond issue, while private arena suite deposits collected during the development
period generated approximately $4 million. Suite revenues allocated from Jacob's
Field will support $31.2 million in project debt, while the stadium's prepaid
"Founders" suites provided $20.0 million. Including $2.5 million in interest income,
team dedicated revenue will support a total of approximately $152.7 million or 32%
of the total project cost.

Cleveland Tomorrow, an organization of local business leaders, and local private
foundation contributions contributed $28.0 million and $2 million, respectively,
toward the project's development cost. Estimated annual naming rights are expected
to support approximately $20 million of the County's $120.0 million bond issue.
$41.0 million in parking revenue bonds will be supported by commuter and event
patron parking revenue, with an additional $600,000 donated from the local Tower
organization. Finally, the interest income associated with these sources totals
$900,000. Overall, this funding totals $92.5 million or 20% of the total project cost.

52%

48%

Cuyahoga County issued tax bonds and revenue bonds totaling $117.0 million and
$120.0 million, respectively.



Parking Revenue
Bonds

$41 million

Luxury Tax
Receipts

$181 million

City of
Cleveland

Contribution
$2.2 million

Stadium
Founder's

Suites
$20 million

Cavaliers
Luxury Seating

$95 million

Gateway Complex

Indians Private
Suites

$31.2 million

I

Arena Private
Suite Deposits

$4 million

State
Grants

$27.6 million

Federal
Grants

$8.6 million

Naming
Rights

$20 million

County
Funds

$5 million

Local
Contributions
$30.6 million



Summary of Financing

S9ijr~~:'>· ....... Amou~t (in millions):

Luxury Tax Receipts $181.0
Cavaliers Luxury Seating 95.0
Parking Revenue Bonds 41.0
Indians Private Suites 31.2
Local Contributions 30.6
State Grants 27.6
Stadium Founder's Suites 20.0
Naming Rights 20.0
Federal Grants 8.6
Interest Income 7.0
County Funds 5.0
Arena Private Suite Deposits 4.0
City of Cleveland Contribution 2.2

Tot~1
, ..

$473.2



EXHIBIT C



August IS, 1995
ffiTI]Dffi]ffi]~CID~ (ill~D~

---__P""

mJo~j}7 (ID~ ~iIDlliffi~
Mr. Henry Savelkoul, Chair
Advisory Task Force on Professional Sports in Minnesota
900 South Fifth Street
Minneapolis, MN 55415

Dear Mr. Savelkoul:

The City of Minneapolis has repeatedly been called upon to fill the void in facilitating the
success of professional sports in Minnesota. The Minneapolis Auditorium was the venue
for the Minneapolis Lakers. Metropolitan Stadium supported the early years of the Twins.
The City provided the necessary financial support for the early years of the Metrodome
with an unlimited food and liquor taxes in downtown Minneapolis (the last year of these
taxes were imposed was 1984). The Metropolitan Council reviews the Sports Facilities
Commission budget annually to detennine whether these local taxes need to be imposed
again. Between 1979 and 1984, these taxes raised S15.8 million. In addition, the City
shared $4.4 million of its parking revenues with the Sports Facilities Commission from
1983 through 1993. Presently, the City provides about S125,000 in shared parking meter
revenues, traffic control and other support services for the Metrodome.

.
While the local food and liquor taxes are inactive for the Metrodome finance plan, these
taxes in addition to a hotel tax and a one-half cent sales tax are imposed in Minneapolis to
finance the state convention center and related convention facilities. The City's
entertainment tax is also pledged to support the Convention Center bonds. If it ever
becomes necessary to re-impose the food and liquor taxes for the Metrodome, the City's
hospitality industry would be adversely impacted by the overall tax burden: the 3%
convention center liquor tax, the 3% convention center food~ the .5% City sales ~
the 3% entertainment tax, the 6.5% state sales tax, and the unlimited food and liquor taxes
for the Metrodome.

Recently, as a last resort, the City ofMinneapolis issued S72 million in General Obligation
Tax Increment Bonds and S12.6 million in Minneapolis Community Development Agency
Revenue Bonds to purchase the Target Center and secure the state's National Basketball
Association franchise. To provide for the payment of the bonds, the City had to pledge all
its property tax and entertainment tax yield from the Center as well as a portion of its
event parking revenues.

AFFIRMATIVE ACTION EMPLOYeR TTYNOICE (6121 348-2157



The City of Minneapolis is "tapped out." We have pushed to the limits of our financial
capacity. There is no more City money for professional sports.

The City's financial position is very vulnerable as a result of four years of tax base decline,
tax abatements, and two years of no significant growth in the tax base. The City's tax
capacity declined from $331.5 million in 1989 to $279.6 million in 1993, a decline of
almost $52 million or 16%. Tax abatements during the period 1991 to 1994 amounted to
$16.4 million, dramatically reducing net tax collections and disrupting the administration
of the City's budget. The tax capacity for 1995 payable 1996 is estimated to be $284.7
million, a .2 percent increase over 1994.

Another indicator of the weakening in the City's financial position is interest earnings to
the City's General Fund, which receives investment income on most of the temporarily idle
cash balances in the City Treasury. In 1990, interest earnings totalled $3.7 million. By
1994, interest earnings had declined to $180,000.

Minneapolis has undergone significant changes over the past 15 years. In 1980, the
median household effective buying income in Minneapolis was the same as that of the
metropolitan area. By 1993, Minneapolis had declined to 70% of the metropolitan
average. We need to focus our limited financial resources on managing the challenges
facing our community-violent crime, neighborhood revitalization, living wage job
creation. More than halfof the City's housing stock was built before World War II.

The City's AAA credit rating from Moody's is at risk if the City does not start to pay
down its substantial debt burden (reference the attached Rating News). The City cannot
debt finance another major project (like the Target Center acquisition). The hiabest credit
quality has a significant financial benefit to the City. For example, if the City had a bond
rating of A at the time it issued its existing debt, the City's interest expense would be
about $2 million more each year.

The City's revenues are regressive relying on property taxes and user fees. It does not
capture the benefits of increasing economic activity.. For example, of the $7.5 million in
annual tax yield from spending attributable to the Target Center, the state receives $6.5
million and the City receives about $1.0 million. Of the amount received by the state,
about $5.2 million is general purpose revenues available for any purpose. About 990,10 of
the City revenues are earmarked for financing the Convention Center facilities and the
Target Center.

The same reality applies to the economic benefit derived from the Vlkings, Twins, and any
future hockey franchise. Professional sports are state resources. In the future, the State
of Minnesota must assume the lead role in providing whatever reasonable financial
assistance is deemed to be appropriate for maintaining viable professional sports
franchises.
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The City of Minneapolis stands ready to help facilitate solutions to assure the presence of
professional sports in Minnesota, but it cannot finance these solutions.

Sincerely,

~~&ar=
Sharon Sayles Belton
Mayor

ac e Cherryhomes
City Council President

3



,saMoodys Inves~ors Service,
~ PYbIo An<:r1Ce o.portrrMrt

Moody'.lnveato,..~

New YOlk, NY 10007
(2'2)~

1

I

I

Moody" ConflrmsMa Rating 10r Minneapolis, MInnesota's General ObllgaUon Bondi.

But Cite, Caution on HIgh Oebt l.oad

NEW YORK. NIW YORK· JUNE 18, 1995

Effe<:tNe yesterday, Moody's confirmed the Aoa rating assigned to the general obligation bonds of the Citv ofMlnneapcls, ba~e<.t upon the followlng credit cons!?8rauons:
Maintenance of Current Rating Rell•• on ;~.Qted Diminution of HIgh Debt Load
Debt bUrden has risen considerably In recent years as full valuatIon hR~ fAllen whilelhe elty Incurred aslgnlncant quantity of debt • prlmat1~ on behalf of Its downtown r$development efto", and the construetlon ofmalor pubtk projects. Much of the clty's 8Mual debt $el\ll~ requirements ore supported by'tAx Increment:s, .sales taxes, and enterprise net revenues. Although this limits the amount 01 general pro~rty tax-supported debt~ MIAtJon to the budget. eoneem SJ1eee ovor the lncrea$ing burden l:Jorne uy city residents of tnlS growing levelof debt, regardless of whether it is ultimately paJd by taxes or user charges. However, officlal$ asser1 ttlat city .ftnanelng of addltlona' large pubftc proje<:ts ~ not ll~ety for t~e foreseeSOle fUture, oonsequently, dlrtd debtlevets ate expected to dectlne as future borrowing 'Mil be largely nmlted to routIne Improvement profeets.MaJntenanc:e of t"e current prime grade rating relle, upon the expectation that the city's high deb' load wittdecline CNerthe next several years and that full mar1<et values will continUA to exhibit Improvement.
City S«VM .t economlo Cent... 'or Growing TWin C1t1e, Metropolitan Area
Slgnlftcant prtvate end public Investment dut1ng the 1980s enabled the city to maintain its posiijon as theeconomic center of the growing metropolitan area. This was exempllRed by the creation of new~ and theconstNetton of severallerge commercral developmenta. Today, Mlnneapol1s remains the home to sev.rallargeCOtPOratIone as wei II st",lftcant InetituUonEll, retail and entertainment sectors. Moreover,' city unemploymentrates consistently remaIn below state and natonal averages and are currently very low. While an over-supply 01off1ce s~ce throughout the region eontr1Duted to a$lZsble reduction In the clty's taxa~e valU" dumg the early19908, cu".,t stadsttes Indicate that areversal In this negatJve trend is now IJnd~rway. OfflCQ vacancy rutts Inthe central buSIness c1StnGt have sharply declned and the city's fun vaJua~on appears to be on an UJ)swtng.Despite an Increase In the pOVerty rate and continued populatlon lOSies to neighboring $uburba during theprev'ous decade, the elty's socJoeconomlc proffle remalns comparable to that ot the state.
Proven f1nenQtal Management ant,S Contfole I!n~b)e CIty to MaintaIn Healthy Operating BalancM
The city'S General Fund baJl1l'\ce rem4ln.s In exc~ of I~ prudent minimum 100/0 reserve polley. Reserve levetshave been maintained even thoogh arecent pe~od 'of Increased property lax abatements and delinquenciesresulted In unbudgeted revenue shortfaJis. Desplte tl'le expectation of continu6d fIScal pressures prtnclpally due

(Condnued)
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, . Moody'. CCnflrTnf'" Rd"1 'Of Mlnneepolll, Mlnn"'~'._Ot_n_.nt_I_Ob_II_g._tJO_n_aon_dl _
to anUClpated federal and state ski redu¢tlons, mal~tenance of ahealthy level ot operating reselYes Is anexpectation 01 this raHng assIalment, glven the cftYs ftnanclal management and controls.
Strong Uquldlty Support For Demand Feature Qn serIes 199!B Bond,
Concurr&nUy with the sale of $3,50&,000 General ¢bflgatlon Improvement Bonds (Current Coupon) andS14.M!,OOO Varlous Purpos. Bondt, Serlet 1Qg5A (Capital Appteclatlon) eehedl.llod for publio bid on June 21,the city Is offering thrcogh negotiation on June 20, $28,845,000 of General Obllgatlon Vartous Purpose Bonds,Sortos 1995B (Variable Rate). Moody's haa asslgned aAooNMl. 1 to the Series eStJnds. The VMIG
com~nent of the vanable rate bond radng reneot!: a) the credit strength of the Issuer. b) addItional liquidity forthe demMd feature I. provtdeO t/tJ a strong standby purchase agreGment (SePA) WIth Bayerische Vereinsbank,A.G. (rated AaoJP.1 by Moody'S)i and 0) satlsfao1Ory legal provisions to ensure tlmely access to the SBPA. TheI1qulClty agreement covers fUll princlpalj accrued Interest on the obllgaUons will be paid by the clly. While thebank's obngatfon to purchase under the SBPA IS e6ndltlooaJ. the condiUans unnAr which It ean refuse topurchase are limIted to Issuer payment defau~ on th$$e bonds or panty general obllgation deb~ generaloblgatlon dAb« Acceleration, bankroptey, Insolvency or amoratorium applIcable to tho IssuOt's debt. AllcondltJOf'$ meet Moody's criteria for termInating ev~t8 and oondlUons precedent to bank payment.
Amount of Debt Affoetsd by Rating: $812,501,474, of vmich $140,540,000 are variable rate demandobngatlons.
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COntact,:
SteYen J. Bocamazn
Vice PresldentiSupeNlsor
Central RtgloMl Aatlnga
(212) 663-7188
Jamie Burr
Vice President· Assistant Director
LegaJ Analy8l8
(212)5~71





RECOMME~DAnONS

IN GENERAL

1. The public sector should take such actions as are reasonably necessary and
prudent to retain the professional sports currently played in Minnesota.

2. Retention of existing professional sports teams should take priority over
attracting new professional sports teams.

3. Additional public support of professional sports should be broadly based and
financed at a statewide or regional level.

4. Any additional resources directed to any of the current professional teams
should be contingent upon long-term playing agreements (at least 30 years)
restricting portability of franchises to assure that Minnesota will receive the
long-term benefit of renegotiated agreements.

INDUSTRY·WIDE ISSUES

5. The outstanding league-wide issues (salary caps, revenue sharing and collective
bargaining agreements) are beyond the control of the public sector; however,
the public sector should not be penalized for the failure of the national sports
industry to discipline itself. Before any proposal is made for state or regional
involvement in the creation of new or enhanced revenue streams or capital
improvements, the professional sports teams must demonstrate, to the
satisfaction of the public, that public dollars will not be used to compensate
for revenues that might otherwise be available but for the lack of agreement
on national league-wide issues.

PROFESSIONAL BASEBALL

6. The Commission and its certified public accountant should complete their
examination of the Minnesota Twins' financial records.

7. Options for a private-public partnership must be developed to support any
additional public revenues needed.

8. The retention of the Minnesota Twins will require either a) additional
revenue streams in the Metrodome; or b) if a) is not feasible, the
construction of a new baseball stadium.



9. Further research should be pursued to develop all options for private
resources, whether applied to the Metrodome or to a new stadium.

10. The level of public support for the construction of a new stadium should be
determined by a public referendum to the extent allowable under state laws.

11. Before any public revenues are pledged to or spent on a new stadium, private
resources must be maximized.

12. A satisfactory business plan must be developed and be acceptable to the
public before any public revenues are pledged to or spent on a new stadium.
Among other items customarily discussed in a business plan, the plan should
address the marketing plan and revenues attributable to private suites and
private seat licenses, and disclose any long term agreements proposed or
executed with respect to the facility.

PROFESSIONAL FOOTBALL

13. The Commission and its certified public accountant should examine the
Minnesota Vikings' financial records.

14. The Metrodome will need major capital improvements to provide for the
needs of the Minnesota Vikings and their fans, and the Minnesota Vikings will
need additional revenue streams from the Metrodome.

PROFESSIONAL HOCKEY

15. .Acknowledging the priorities established for the retention of the Minnesota
Twins and Minnesota Vikings, the Commission should pursue options for the
attraction of Nlfl.., hockey to Minnesota.
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