
Date: November 30, 200')

CLA Memorandum

From:

Item No. ,;)
Honorable Members of the Budget and Finance com~~.t7_ C:0-
Gerry F. Miller /1>11
Chief Legisl~{ Analyst

To:

Subject: FIFA WORLD CUI>

On Novemberl9, 2009, Councilmember Parks was informed by the Los Angeles
Memorial Coliseum (the "Coliseum") Commission that the USA bid to host the 2018 or 2022
Federation Internationale de Football Association (FIFA) World Cup was proceeding and, in
order to be included as a potential Host City for the tournament, the City Council would have to
approve the Host City Agreement, presented by FIFA, no later than the week of November 30,
2009. On November 20, 2009, a Motion (Parks/Lalsongc/Garceui) was introduced instructing
this office to work with the Coliseum Commission and the City Attorney to evaluate the Host
City Agreement and report back with an analysis of the implications of agreeing to participate as
a Host City. The Motion was approved by the Council on November 24 with an instruction to
report to your Committee on November 30.

As explained below, the Ilost City Agreement that was presented to the City is
non-negotiable. Unless the City approves the agreement as presented, it will not be considered as
a Host City in the US bid for the 2018 or 2022 events. The Background Section of this report
identifies key provisions of the Agreement. Most of the obligations the City would face under
the Agreement are common and obligations the City has faced in the past with major sporting
and cultural events, such as the 1984 Olympic Games. However, there are a few provisions, such
as extremely broad indemnifications for FIFA and its sponsors, which go well beyond what the
City has agreed to in the past.

The extremely short time-frame under which the Council is compelled to act, as well as a
few, potentially onerous, provisions of the Host City Agreement, cause concern. However, given
the international prestige of the event, the substantial direct and indirect economic benefits from
potentially hundreds of thousands of attendees, the world-wide exposure to hundreds of millions
of viewers, and the City's very successful past history in hosting world-class sporting and cultural
events, we believe that the potential benefits of being named a Host City likely outweigh the
risks and recommend that the Council approve the Agreement.

RECOMMENDATION:

1. That the City Council approve the Host City Agreement between the Federation
Internationale de Football Association (FIFA), the Local Organizing Committee, and the
City of Los Angeles for the 2018 and/or 2022 F1FA World Cup, and authorize the Chief
Legislative Analyst to execute that agreement, subject to the approval of the City
Attorney as to form and legality.



2. Request that the Los Angeles Coliseum Commission obtain from the USA Bid
Committee copies of all executed agreements from other potential Host Cities to
determine if any changes have been proposed to the FIFA Host City agreement.

BACKGROUND
In 2018 and in 2022, countries from around the world will send their best soccer players

to vie for the World Cup in host countries to be selected by the I'Il'A, the international
football/soccer governing body. Thirty-two teams will compete over 31 days in both a
round-robin "group stage" followed by a single-elimination "knockout stage" to determine who
will be the 2018 and 2022 World Cup champions.

The selection process to determine the Host Country for the 2018 and 2022 World Cup
events, which began in January 2009, will culminate with the awarding of this event in December
2010 to two of the finalists currently in the running. FIFA recently identified 10 countries that
have announced their interest in hosting this event: Australia, England, Indonesia, Japan, Qatar,
Russia, South Korea, United States, the combined bid of Spain & Portugal and the combined bid
of Belgium & Netherlands. FIFA has indicated that it will award the 2018 and 2022 events at the
same time to countries from di lfercnt continents, in order to provide the host countries ample
time to prepare for their hosting duties.

As part of FIFA's selection process, the USA Bid Committee has announced 27 finalist
cities that have made it through the first three stages of the selection process as potential Host
Cities should the 2018 or 2022 World Cup be awarded to the USA. Those cities arc: Atlanta,
GA; Baltimore, MD; Boston. MA: Charlotte, NC; Chicago. IL; Cleveland, OH; Dallas, TX;
Denver, CO; Detroit, MI; Houston. TX: Indianapolis, IN: Jacksonville, VL; Kansas City, MO &
KS; Los Angeles, CA; Miami, FL:.Nashville. TN; New York New Jersey; Orlando, FL; Oakland,
CA; Philadelphia, PA; Phoenix Glendale, AI: San Diego. CA; San Francisco, CA; Seattle, WA;
St. Louis, MO; Tampa Bay, FL; and Washington, DC. In addition, the USA Bid Committee
identified 32 venues in or near these potential host cities, including LA Memorial Coliseum and
the Rose Bowl in Pasadena, that made the short list of stadiums still under consideration to host
World Cup matches. The USA Bidding Committee will soon select 18 Host Cities throughout
the United States to include in its bid package to FIFA for the 2018 and 2022 World Cup Event.
Despite our efforts, we have been unable to date to obtain a list of cities that have signed and
executed Host City Agreements for the 2018 or 2022 FIFA World Cup. It is our understanding
that, should the United States be chosen as the Host Country for either World Cup event, FIFA
will subsequently select 12 of the 18 cities in the USA's bid package to serve as Host Cities for
the event.

To be considered as a Ilost City lor either the 2018 or 2022 World Cup, the City of Los
Angeles must approve and sign the Host City Agreement provided by FIFA to all potential hosts.
It is our understanding that FIFA's Host City Agreement is non-negotiable and places the
financial and legal burdens and responsibilities on the local agencies that wish to host the event.
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There are significant concerns with the potential liabilities and lack of clarity in many of the
provisions. However, as noted later in this report, the potential economic and long-term benefits
of hosting such a prestigious and worldwide event in Los Angeles are substantial and likely to
outweigh the potential financial costs. Furthermore, since the Host City Agreement is now
standardized, and every city wishing to be a Host City in every country bidding for the FIF A
World Cup since the 2006 event in Germany has executed the agreement, the City has no
leverage to force re-negotiation of any of the contract provisions. The City is faced with the
dilemma of either approving the agreement as is or refusing to participate in the USA bid. As
discussed briefly at the end of this report, there are other agreements that must be negotiated and
the award of the 2018 and 2022 events will not occur until late in 2010. Therefore, although the
Host City Agreement states that it is binding and the City should only enter into the Agreement if
it is prepared to take on the potential risks, there may bc some opportunities in the future to
clarify a variety of issues that are over-broad and unclear in the Host City Agreement.

In addition to the World Cup tournament itself: as a Ilost City. Los Angeles would be
eligible to host "Fan Fest" events. Fan Fest is an ongoing series of entertainment and
promotional events during the month-long World Cup. Along with entertainment and
promotional events. Fan Fest would include live telecasts of all of the matches held in all of the
Host Cities in a large, centralized venue. The cost of putting on the Fan Fest must be borne by
the Host City, but the Host City retains all of the revenues generated from Fan Fest events.
FIFA's intent is to have Fan Fest events in all Host Cities, but whether to award Fan Fest events
to individual cities is solely within FIFA's discretion and will depend on the proposed facilities
and programs submitted by the Host Cities, as specified in the Host City Agreement.

It should be noted that, as a Host City, Los Angeles would be certain to host significant
World Cup matches and recognize the commensurate economic benefits and worldwide
exposure. However, since there will be 12 Host Cities in the USA. there is no guarantee that the
City would be a Host City for Fan Fest or host the World Cup final match. If selected as a Host
City, a Local Organizing Committee (LOC) would be formed by "Member Association" and by
FIFA, to coordinate all activities related to the World Cup event.

If the USA is selected and Los Angeles is included as a Host City, we would also
recommend that the City form a local coordinating committee to work with the many
stakeholders and develop a fundraising campaign to offset the City'S costs in hosting the event,
similar to the successful efforts in connection with hosting the 1984 Olympic Games.

AGREEMENT PROVISIONS

Should the City of Los Angeles wish to become a I lost City for the 2018 or 2022 World
Cup, the Council and Mayor would be required to agree to the following terms and conditions
contained in the o l-pagc FIFA Host City Agreement document. The provisions below are
presented in what we believe to be the order of significance. not the order in which the provisions
appear in the Agreement.
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• Section 9.50) and (ii) City waives any liability claim against FIFA, FIFA's subsidiaries
and LOC even if the liability was from their negligence. The City indemnifies and holds
harmless FIFA, FIFA's subsidiaries, LOC, Commercial Affiliates, Media Rights Licenses
and Broadcasters from any liability arising out ofthe agreement or any act or omission of
the City.

This is the provision that causes the greatest concern and goes well beyond what the City
would agree to in other circumstances. It is impossible to assess the potential financial
impact to the City of this provision. Fan Fest events and World Cup media and related
events may be held anywhere, but the matches themselves would be held at either the
Coliseum or the Rose Bowl. Obviously, the City would have no liability for events
occurring in Pasadena. Events occurring at the Coliseum arc more difficult to assess.
Unruly fans and actions inside the Coliseum itself resulting in liability should be the
responsibility of the Coliseum Commission and it will be important to ensure that the
Commission is carrying sufficient liability insurance to address any problems which may
occur. As to actions outside of the Coliseum, the City, through the Los Angeles Police
Department (LAPD) and the Department of Transportation (DOT), has an obligation to
ensure public safety. As we have seen in the past. actions by City staff in fulfilling this
responsibility sometime result in liability. Unless the City were to simply stop allowing
for major one-time and regular sporting and cultural events, that exposure will be inherent
in our operations.

• Section 4.9.1 (ii) - It is FIFA's intent that "Fan Fest" take place in each Host City. Fan
Fest occurs during the World Cup and is designed to create awareness and interest in the
tournament. The Host City, at its own expense, would be required to hold Fan Fest
events on each day ofthe World Cup. The Host City would be required to provide live
broadcasts of all matches lice of charge to the majority of the spectators, provide food,
beverage and merchandise availability and provide a stage to accommodate
entertainment. The Host City would retain any revenues from the Fan Fest events. It
should be noted that, although the intent is to hold Fan Fest events in each Host City,
FIFA will make the sole determination of whether Fan Fest will be held in each City.

• Section 4.1 0.2 (I) - The City at its own costs, would be required to actively promote the
event locally.

There is very little specificity relative to the financial commitment being made. The City
would be required to "support" promotional activities by ensuring that City
representatives are present at promotional events and support any promotional initiatives
for the sale of tickets within the City. There is no language requiring the City to pay for
media buys, including radio, television or newspaper advertisements, nor is there any
language requiring the City to pay 1'01' the design or printing or any promotional materials.
Clearly the implementation of this provision will require the development of the
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promotional plan and future agreements between the City, FIFA and the LOC.

• Sections 4.1 (i) and 4.8(i) - City provides and pays for event related fire and police
services.

As mentioned above, protecting public safety is a core obligation of the City and we are
routinely in the position of providing police and fire services for major events. This
provision would not allow the City to recoup its costs for providing such services. Past
practice has been to provide these services for major venues. such as the Coliseum,
Hollywood Bowl, Dodger Stadium and Staples Arena, without seeking reimbursement.
Recently, however, the Council has initiated efforts to begin to recoup policing costs from
these venues. This provision would prevent the City from seeking reimbursement for
police and fire costs. If the City becomes a Host City, it should, through a local
fund raising committee, seek to recoup some or all of these costs from private donors.

• Section 4.5.1 (ii) - City prepares and pays for implementation of a traffic management
plan.

Similar to the discussion above for police and fire services, this provision would not
allow the City to recoup its costs [e)!" developing a transportation plan and providing
traffic management services. Past practice has been to provide these services for the
major venues mentioned above. Recently, however, the Council has initiated efforts to
begin to recoup such costs from these venues.

• Section 4.13.7 (i) and (ii) City shall ensure that no other major sporting event takes place
in the City seven days before and seven days after the event.

Although this section is ill-defined, we have assurances from FIFA's legal counsel,
Latham and Watkins, that this would not apply to regular events at the City's several
major sports and entertainment venues, such as Dodger Stadium, the Music Center,
Disney Hall, the Hollywood Bowl or Staples Center. The June/July time frame of the
World Cup should not conflict with large, City-wide events such as the Los Angeles
Marathon.

• Section 8.2(i) - City pays (waives) any City imposed tax on I:IF;\. FlFA's subsidiaries and
the Local Organizing Committee subject to local and State laws.

The language in this section is very broad but appears to exempt FIFA and the LOC as
entities from local taxes. We believe that this would apply primarily to business and
utility taxes. There is no suggestion in the language that individual attendees, including
FIFA representatives, would not be subject to the City's Transient Occupancy Tax. Sales
and income taxes are outside of the City's control. The City Attorney will be available to
provide feedback as to legal issues surrounding waiver of City taxes.
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• Section 4.S.4(ii) - City provides for up to 800 parking spaces, free of charge.

This obligation would have to be fulfilled by the Coliseum.

• Section 4.9.4(ii) - Commercial Signage and Promotional Rights

The language in this section provides broad commercial signage and product rights to
FIFA and its commercial sponsors during Fan Fest and the World Cup. It is not possible
to accurately assess the impact of these provisions. The provisions are contrary to the
City's current off-site signage ban and it will be necessary to ensure. that the City's
permanent sign ordinance provides for the ability to have off-site signage for major
events oflimited duration. Beyond that, however, the impact of these provisions will
depend on the Fan Fest facilities selected by FlFA and the Local Organizing Committee
and the number of matches played at the Coliseum. Conflicts with exclusive food-service
and merchandise providers at potential Fan Fest venues will have to be assessed in
connection with the subsequent submission of the proposed Fan Fest sites to FIFA.
Additionally, the Coliseum Commission will have to identify and assess the implications
of these provisions in connection with the Stadium Agreement that will have to be
negotiated.

• Section 4.13.5 City provides free office space, facilities and equipment for three years
before event.

While the City should be aware of this provision, there is sufficient notice to clearly
define and plan for the necessary office space and, between the Coliseum and City-owned
or leased facilities, identifying and providing the necessary office space should not be
problematic.

The following is the USA Bid Committee's timeline for its Host City selection and
bidding process:

• November 30, 2009: submission of executed Host City Agreement to USA Bid
Committee (Note: Assuming that the Counci I approves the agreements, the City will be a
few days late in submitting it to the USA Bid Committee but we have been assured that
the City will be accommodated in submitting the executed agreement a few days late)

• December 11,2009: USA Bid Committee submits Bidding Agreement to FIFA.
• December 2009: January 2010: USA Bid Committee selects 18 potential host cities.
• May 14,2009: USA Bid Committee submits Bid Book to FlFA, including executed Host

City Agreements.
• December 20 I0: FIFA selects host countries for 2018 and 2022 World Cup.
• Approximately 5 years prior to World Cup: FIrA, working with the local organizing

committee, selects approximately 12 host cities for the tournament.
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In terms of past experience, the City of Pasadena hosted eight games, including the
Finals, in the 1994 World Cup. According to 1994 reports in the Los Angeles Business Journal,
the 1994 World Cup resulted in more than $300 million in direct spending in L.A. County, and
more than $311 million in secondary outlays. The Pasadena Convention & Visitors Bureau
estimated that $98.2 million of that amount was spent within Pasadena, and more than 1,700 part
time jobs were created. In addition, estimates were that the City of Pasadena would receive $30
million in additional tax revenue from the Rose Bowl stadium rental fees, and its share of
parking, souvenir and concession sales. These revenues would be offset by the City's expenses
for police overtime, cleanup crews and part time workers.

A more recent study released in October 2009, and noted in Motion
(Parks-Labonge-Garcetti), summarizes the findings of the Economics practice at AECOM, a
world recognized international sports and entertainment attraction consulting firm that previously
studied the economic and community impact of the 1994 FIFA World Cup in the United States
as well as many studies for the Olympic Games, including the 1984 Summer Games in Los
Angeles. AECOM estimates that the total economic impact projected for anyone host city
ranges from approximately $400 million to $600 million at ioday's dollar value. This estimate is
based on a host city holding five to six matches, and hosting the International Broadcast Center
(IBC) and a FIFA Fan Fest event. Also, as noted in the Council Motion, this study estimates that
5,000 to 8,000 jobs would be created in each host city during the event.

If the City successfully pursues a Host City bid for the 2018 or 2022 World Cup, there
will, in all probability, be significant costs for police, fire, and traffic services, as well as
FIF A-required services to promote this event. Based on the estimates of the overall impact of
such an event on the local economy, the full cost of the event would likely be recouped in terms
of incremental tax revenues to the City from Transient Occupancy, Sales, and business taxes, at a
rmrnmum.

FUTURE ACTIONS AND AGREEMENTS

If the City is selected as a Host City, there are some opportunities to further clarify the
City's obligations:

I. Stadium Agreement/Training Site Agrcement - )'IFA will have to negotiate with the
Coliseum Commission an agreement to use the facility to host World Cup events,
including, ideally the finals, as well as training event. The City should actively
participate in the negotiations on those agreements. Many issues, such as ensuring
sufficient liability insurance, provision of parking and office space can be addressed in
those agreements. If agreement cannot be reached on the usc of the Coliseum the City
could not be selected as a Host City

2. Local Organizing Committee (LOC) Agreement - The Member Association and FIFA
will establish an LOC that will be responsible for coordinating all aspects of the World
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Cup event, including match schedules, transport, stadiums, security, and protocols.
Implementation of the event will be based on an agreement between the LOe and the
Host City, at which time we believe the City will have the opportunity to clarify many of
the issues raised in this report.
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