Meeting:  Joint Metro Council & Metropolitan Exposition Recreation Commission Work Session
Date: Tuesday, Dec. 4, 2012
Time: 12 p.m. (noon)

Place: Council Chamber

CALL TO ORDER AND ROLL CALL

12 PM 1. PRESENTATION OF HOTEL AND CONVENTION INDUSTRY Dresler
MARKET STUDY AND ECONOMIC/FISCAL ANALYSIS AND
OREGON CONVENTION CENTER HOTEL PROJECT UPDATE -
INFORMATION / DISCUSSION

ADJOURN
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METRO COUNCIL/METROPOLITAN EXPOSITION RECREATION
COMMISSION

Joint Work Session Worksheet

Presentation Date: _December 4, 2012  Time: 12:15 pm Length: 1 hr and 15 minutes

Presentation Title: Presentation of hotel and convention industry market study and
economic/fiscal analysis and Oregon Convention Center hotel project update

Service, Office, or Center: Visitor Venue Department

Presenters (include phone number/extension and alternative contact information):
Teri Dresler

ISSUE & BACKGROUND

On September 13, 2012, the Metro Council passed Resolution No. 12-4365, which
authorized staff to begin predevelopment negotiations (Phase I11) of the Oregon
Convention Center hotel project, and selected the Mortenson development team
(Mortenson/Hyatt) pursuant to OCC Hotel RFP 13-2115. Since that date,
Mortenson/Hyatt negotiated and executed a labor peace agreement with UNITE HERE
labor union, and upon receiving confirmation of this agreement, Metro staff began pre-
development due diligence and negotiations with the development team on October 31,
2012. In addition, staff has completed the following actions:

1. Issued a request for proposals (RFP 13-2236) to complete a hotel and convention
industry market study and economic/fiscal impact analysis and selected Strategic
Advisory Group

2. Contracted with PFM Global to provide public financing professional services
during the negotiation process

3. Reviewed and updated construction budgets and operating pro formas with
consultant advisors, Inici Group and HVS, respectively

4. Held three (3) negotiating meetings with Mortenson/Hyatt development team, in
addition to several phone conversations and meetings

5. Agreed to an updated project concept/program consisting of:

e One single, 600-room Hyatt Regency hotel (rather than two separate
hotels as originally proposed)

e Guest parking consisting of limited underground spaces and an adjacent
garage located on PDC-owned property (Block 49)

e Meeting and ballroom space as defined by Hyatt Regency specifications

6. Evaluated refinements to project budget and financing options consistent with
funding described in RFP 13-2115



7. Coordinated with Portland Development Commission staff, as partner in
negotiation process

8. Maintained frequent and ongoing communications with project partners at the
City of Portland and Multnomah County

9. Engaged in stakeholder outreach and informed news media

The purpose of this joint Metro Council/MERC Commission work session is to present
the findings of the hotel and convention market research which was conducted to answer
questions about the feasibility of pursuing a construction of a convention center hotel and
to estimate the projected economic impact of such a project on the Oregon Convention
Center and greater region. Anthony Peterman, senior partner at Strategic Advisory
Group, will attend to provide the presentation and respond to questions.

Staff will also provide a brief status report on predevelopment negotiations.
Representatives of the Mortenson/Hyatt development team will be in attendance and will
be prepared and available to answer questions.

OPTIONS AVAILABLE

The Oregon Convention Center hotel project timeline included the consideration of a
proposed term sheet, including financing options, by the Metro Council and Portland
Development Commission on December 13 and 12, 2012, respectively. For reasons
described below, staff recommends that more time be invested in the predevelopment
negotiation phase in order to thoroughly research financing vehicles and funding
mechanisms and ensure that the key principles of the project — minimum public
investment and risk — be achieved.

IMPLICATIONS AND SUGGESTIONS

Due to the fact that the labor peace agreement negotiations between Hyatt Hotels and
UNITE HERE took some time, predevelopment negotiations were not able to begin until
October 31, 2012. Three face-to-face meetings have been held, as have numerous phone
meetings. Additional meetings are being planned.

Discussions have included thorough, ongoing review of construction cost estimates and
financial pro formas, and staff continues to work diligently to reduce the funding gap
while maintaining the project principles of minimum public investment and risk. Several
opportunities for equity and/or conduit financing are available and remain under
discussion, and a range of scenarios that impact project costs, such as locating parking on
a different site, remain. Due to the complexity of these options, staff is extending the
predevelopment negotiation phase to allow for thorough consideration and exploration.

QUESTION(S) PRESENTED FOR CONSIDERATION

Do the conclusions of the market study answer policy questions raised by the Metro
Council and/or MERC Commission relating to the feasibility of the project, its projected
effectiveness in expanding Portland’s national convention market, and the community
benefit of investing minimal resources?

What other information is the Council and/or Commission interested in evaluating?

Are the staff updates and briefings sufficient?



LEGISLATION WOULD BE REQUIRED FOR COUNCIL ACTION _Yes X No
DRAFT ISATTACHED __Yes___No



Materials following this page are
attachments to the public record.
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Convention Center Hotel: Market Impact Study

INTRODUCTION

The Portland metropolitan area is currently considering a private-sector development
proposal to build a new 600-room convention hotel (“convention hotel” or “OCC hotel”)
proximate to the Oregon Convention Center (OCC). As part of the process, the governing
bodies charged with assessing the merit of the proposal, including Metro, the City of
Portland, Multhomah County, and the Portland Development Commission, sought additional

information on key issues to assist in that effort. The key issues include:

= |s OCC achieving its goals?

®  What is the State of the Convention & Hotel Industry?

=  Does proposed OCC hotel make difference in Portland?
= |s OCC Hotel a good ROI for Portland?

* |s the Hyatt/Mortenson proposal reasonable?

= Do Convention Hotels impact existing hotel markets?

®  What could be the impact of the proposed hotel in Portland?

This summary report is an accompaniment to the presentation found in Appendix A, and

provides supporting research and conclusions that address each of these issues.
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OCC PERFORMANCE

According to the mission statement of the Oregon Convention Center, it was built “to
maximize economic benefits for the metropolitan region and the state of Oregon while

protecting the public investment in the facility.”

Since its opening, the OCC has engaged professional firms to calculate the economic
benefits generated by the facility. According to these firms, (including CIC Research,
KPMG, and Crossroads Consulting), the cumulative direct economic impact of the OCC is
approximately $4.7 billion from 1989 through 2011. This sum excludes the direct and
indirect tax revenues generated as well as the indirect or “multiplier” economic spending,
and estimates solely the new dollars that were brought into Portland as a result of the

OCC’s construction and operations.

The total cumulative cost to build and operate the OCC, including the total budget for the
original construction, the expansion, and the operating shortfalls for the same period from

1989 to 2011 is approximately $424 million.

Although the OCC has accomplished its goal as outlined in its mission statement, lost
business reports suggest that the lack of a nearby convention hotel is limiting the OCC

from generating potentially substantial increases in its economic impact.
Lost Business

SAG reviewed the lost business reports supplied by Travel Portland. These reports
tracked those clients who cited the lack of a convention center hotel as the primary reason
for them not selecting Portland. The reports included meetings dates requested by clients

from 2006 to 2018.

The reports indicate that over the past five years of tracking this data over 1,000,000
room nights have potentially been lost due the lack of a competitive citywide hotel

package.
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SAG also reviewed the historic conversion rate for all meetings business that expresses
interest in Portland actually holding their meeting or convention in Portland. According to
Travel Portland data, approximately 22% of the groups that have demonstrated interest

ultimately hold (“book”) their meeting or convention in Portland.

It is also important to note that the meetings that were “lost” met in all months throughout
the year, as shown in the graph below. This is significant because there were meetings
and conventions that were interested in Portland during times of year when the local hotels
typically experience lower average occupancies, such as the off-peak winter months and

shoulder seasons.

Lost Business: No. of Groups by Month

Number of Groups

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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STATE OF THE INDUSTRY

Before the other issues surrounding the proposed Portland convention hotel were
investigated, it was requested that an assessment on the overall industry itself be

performed.

According to the Center for Exhibition Industry Research, the recent recession impacted the
overall US convention industry with year-over-year percentage decreases of 2.1%, 9.7%
and 2.4% in 2008, 2009, and 2010 respectively. This overall or “Total” metric used by
CEIR is a compilation of changes in (i) demand for exhibit space, (ii) convention facility
revenues, and (iii) number of exhibitors. CEIR reports that overall increases were

registered in 2011 and 2012, with 2.7% and 2.9%, respectively

Comparing the long-term historical trends of both the demand for exhibit space and the
inflation-adjusted GDP of the United States suggests that the two tend to rise and fall in a
correlated way, although the demand for exhibit space is more amplified with higher
growth being typical during stronger periods of economic growth, and larger decreases

during recessionary periods.

Smith Travel Research estimates that the total revenue generated within the US hotel
industry was approximately $138 billion in 2011, near the industry’s pre-recession peak
of $141 billion in 2008. STR also estimates that the overall US hotel industry generated a
net profit of approximately $21.6 billion in 2011, near the industry’s estimated total
revenue for 2005.

In terms of occupancy and average daily rates (ADR) for the overall US hotel industry, the

levels are nearly back to pre-recession highs.

Locally, the Portland hotels within the Central City sub-market currently support a robust
average occupancy of approximately 75% in 2012. From 2006 through 2012, the
Portland Central City sub-market, which comprises roughly half of the entire market’s
14,000 hotel rooms, experienced 10% to 17% occupancy points higher than the national

average.
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TARGET MARKET SURVEY

The potential impact of the convention hotel was tested through an online survey of OCC
targeted clients. Culled from a list of target groups provided by Travel Portland, input
from more than 1,100 convention and trade show meeting planners was solicited,
including those from the Portland Client Advisory Board, Travel Portland lost business
reports, and the Meeting Information Network database (MINT) from Destination
Marketing Association International (DMAI).  Events were targeted from the MINT
database that generate from 800 to 4,000 peak room nights, meet on West Coast, and

can fit in the OCC'’s existing exhibit hall configuration.
Responses

The sample represented a good cross-section of OCC’s target groups. During the five-
day survey period, responses were received from 135 target market meeting planners.
Of these respondents:

= 70 responses were from the MINT database,

= 53 responses were from the Lost Business database, and

= 12 responses were from the Client Advisory Board.




Convention Center Hotel: Market Impact Study

Scenarios

Potential clients were asked to assess their likelihood to book the OCC on a scale from 1
to 10 (with 10 being “Definitely Would Book Portland” and 1 being “Definitely Would

Not Book Portland”) under the following two scenarios:

1. Given Portland’s existing convention and hotel package.

2. If a new 600-room convention hotel were developed directly across the street and

offered at least 500 rooms for a room block.

Propensity to Book

The average score of the respondents’ likelihood of booking the OCC under the current
conditions was 4.3 out of 10. If a new CONVENTION hotel was developed, the average

score increased to 7.7, a 79% increase in likelihood of booking the center over the current

conditions.

CURRENT STATE

Average Score
4.3

Definitely Not Definilely Yes

Book Portland Book Portland
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WITH 600-ROOM CONVENTION HOTEL

Average Score

The respondents from the Client Advisory Board and Lost Business lists represented a
107% increase in the likelihood of booking Portland, while the respondents from the MINT

list represented a 55% increase.

The scoring data is reinforced when assessing the number of respondents that scored 7-10.

With the added hotel, 84% scored the Portland product a 7 or greater.
Total Hotel Rooms

The following graphic shows the total hotel rooms generated over the duration of the

respondents’ events.
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Excluding the outlier events that generate over 20,000 room nights, the events generate
an average of 3,600 room nights over the duration of the event. Those respondents

scoring a 7-10 with the new hotel averaged 3,900.
Hotel Brand Preference

The target market was also asked to indicate whether it made a positive, neutral or
negative impact on their propensity to book the OCC if the new hotel was branded a

Hyatt Regency. Over 80% viewed the Hyatt Regency brand favorably.
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Event Growth

Given the recent recession and changes in the economy, the target market was asked to
indicate the future growth foreseen for their event, if any. As shown on the graph on the
following page, approximately 78% of the respondents indicated their event would
witness growth in the future. Approximately 19% estimated no growth and 3% estimated

a slow decline in their growth.

Robust Growth RUED I ‘
I

No Growth

Slow Dedline

Rapid Dedline

Summary

The survey of targeted meeting planners indicated that the development of an additional
600-room convention hotel would increase their propensity to book Portland by
approximately 80%. When asked to score their desirability to book Portland in its current
state on a scale from 1 to 10, the Portland meetings product scored an average of 4.3. With
the addition of a 600-room convention hotel adjacent to the OCC, the meeting planners
scored Portland 7.8, an 81% increase. Also important, 84% of the target market respondents

scored the improved product (i.e. with the 600-room hotel) a 7 or greater.

When asked about the Hyatt Regency as a potential brand for the new hotel, the maijority of the event

planners stated this brand would have a positive impact on their propensity to book Portland.

The events represented in the survey are growing. Nearly 78% of the respondents

indicated their events would witness slow to robust growth in the future.

10
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Econowmic IMPACT oF CONVENTION HOTEL

The development of the CONVENTION hotel will create economic impact in three primary

areds:

1. Construction of the project,
2. Operation of the hotel, and

3. Improved performance of the OCC.

This direct construction and operational spending creates economic impact in the City,
County and State in the forms of indirect spending, jobs and taxes. Indirect impact is
estimated utilizing the IMPLAN economic impact modeling system developed by the
Minnesota IMPLAN Group, Inc. The IMPLAN modeling system encompasses a software
platform and data sets designed specifically to measure impact on jobs and taxes. This
system is widely recognized and utilized by a variety of major federal, state and private

organizations.
Spending and Employment Impacts

Though the project is not yet fully designed, the development and construction of the hotel
is projected to inject approximately $182 million into the construction industry, as
estimated by Mortenson Development, Inc. This includes all labor, materials, and

equipment required fo complete the project.

In addition to the up-front economic activity surrounding the construction of the hotel, once
developed and operational the hotel will generate ongoing annual economic impact.
Hotel guests spend both within and outside the hotel. Spending within the hotel was
derived from the Mortenson/Hyatt proforma. Guest expenditures outside the hotel were
estimated utilizing a Destination Marketing Association International (DMAI) convention
delegate spending survey. Outside spending accounts for restaurants, retail, recreation

and local transportation.

11
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An analysis of the impact that convention hotels in other markets have had on adjacent
convention centers indicates that citywide room nights can increase 0% to 75% with the
development of a hotel. Those that have limited or no impact are those where
management and policy decisions have changed the focus of the center away from
conventions (i.e. Sacramento) or those that opened in 2008 at the beginning of the “Great
Recession.” Projects that opened during more normalized economic times have reported
increases in citywide room nights ranging from 15% to 30%, with the higher impacts also

coming as a result in simultaneous convention center expansions.

Travel Portland reported that hotel room nights generated by OCC events have
averaged 125,200 over the past three years. The survey of event planners indicated
that the addition of a 600-room convention hotel increased the likelihood to book
Portland by approximately 80%. Based on survey results, lost business reports, historical
Travel Portland sales conversion, and other factors, it was estimated that with the presence
of the proposed 600-room convention hotel Portland could increase citywide events by 5
to 10 additional conventions and tradeshows annually. These new events could drive
20,000 to 40,000 new incremental room nights into the market each year, representing
an increase of approximately 16% to 32% over the historical average amount of

125,200.

Based on the DMAI survey of event planners, convention delegates spend, on average,
$333 per day or per room night while attending a convention in a destination of similar

size to Portland. See Exhibit 1.

The annual ongoing operation of the hotel and the incremental OCC citywide room nights

are estimated to generate nearly $70 million in direct local spending annually.

12
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Spending Impacts of Proposed Convention Hotel

Construction  Operations

Spending

Direct $182.8m $69.6m

Indirect & Induced 137.4m 51.6m
Total Spending $320.2m $121.2m

Jobs 2,200 950

The incremental room night impact will also impact the OCC directly in both number of
events and attendance, which correlate into additional revenues and expenses to the
facility. It is assumed the average convention and tradeshow attendance will also
increase by 15-30%. Operating revenue impact to the OCC was calculated by
multiplying the current average spending per convention and tradeshow attendee,
supplied by the OCC, by the incremental attendees. Based on discussions with OCC
management, the new revenues were spread accordingly in the various revenue and
expense line items that would be impacted. The results are an estimated improvement to

the OCC operating deficit of approximately $600,000 to $1.4 million annually.

OCC Operating Budget Projections
Due to Presence of Proposed Convention Hotel

Projection Increment

2011 Low High
Operating Revenues
Rental $3.2 $0.3 $0.7
F&B 102 10 21
Operations 38 04 08
Parking 13 0.0 00
Other 05 0.0 00
Total Revenues $19.0 $1.7 $36
Operating Expenses
General & Admin. {$1.0) $00 $0.0
Sales & Marketing (39) 00 00
F&B 8.4) (0.8) a.n
Operations (8.6) (0.3) (0.5)
Parking (0.3) 0.0 00
Other (1.8) 0.0 00
Support/Risk Mgmt. (2.6) 0.0 00
Total Expenses {$26.6) ($1.1) (32.2)
Net Income/{Loss) {$7.6) $06 $1.4

13
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Fiscal Impacts

The construction of the hotel and the annual economic activity of the convention hotel, OCC
and incremental citywide room nights will generate taxes in the City, METRO, County and
State governments. All taxes were estimated based on the spending outlined in the

previous section multiplied by the applicable tax (see Exhibit 2).

The taxes generated from the construction and operation of the hotel and the increased
performance of the OCC over 30 years (plus 2-3 years for construction of the hotel) are

estimated to be as follows:

Fiscal Benefits

Construction  Operations Total NPV

Taxes Over 30 Years*
City $1.3m $93.8m $95.1m $21.1Tm
Other Local 1.Tm 16.5m 17.6m 8.4m
Metro 0.0m 13.3m 13.3m 5.2m
County 1.5m 23.4m 24.9m 11.9m
State 6.4m 172.8m 179.2m 80.8m

Total Tax Impact $10.3m $319.8m $330.1m $127.4m

*Plus 2-3 years of construction.

14
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RETURN ON INVESTMENT

Because the project is at an early stage, the exact financing structure has not yet been
determined. More analysis will be required to address public return on investment when

the project is nearing the approval stage.

15
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COMPETITIVE SET IMPACT FROM CONVENTION HOTELS

A number of cities across the U.S. have sponsored the development of convention hotels.
One question that inevitably arises is — “What will be the impact on the existing
competitive hotels if a new public-sector supported convention hotel is developed?” To
understand the impact, competitive set market performance measures were analyzed
before and after the opening of the convention hotels in ten cities. For each city, a custom
Smith Travel Research Trend Report was analyzed to understand the impact on
competitive set demand, occupancy and average daily rate (“ADR”).

Year Number
Open of Rooms Hotel

2011 1,005  JW Marriott Indianapolis

2008 757 Hilton Baltimore

2008 1,003 Grand Hyatt San Antonio

2008 1,190  Hilton San Diego Bayfront

2005 1,100 Hyatt Denver Convention Center
2005 616 Marriott Louisville Downtown
2004 1,203  Hilton Americas Houston

2003 800 Hilton Austin Convention Center
2003 700 Westin Charlotte

2003 97 Renaissance St Louis Grand

Demand

To understand the relative impact in each market from a demand perspective, the
percentage increase in the supply of rooms from the development of the convention hotel
was compared to the percentage increase in room night demand in the years following

the opening.

e In 3 out of 10 cities where a convention hotel was developed, demand grew

greater than supply in the year the convention hotel opened.

e In 7 out of 10 cities, the increase in supply was offset by increases in demand

within 1-2 years.

16
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e In the 3 out of 10 hotels where the supply was not absorbed within two years, the
hotels opened in 2008 at the beginning of the “Great Recession”. For those

markets, it took 3-5 years for demand growth to offset supply growth

e In all cases, demand growth exceeded supply growth within 5 years.

Competitive Set Increases in Supply/Demand
When Hotel Opens
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1,100 1,208 Gl6 00 8O0 1,005 917 1,190 F=Ts 1,003
Source: Smith Travel Research. Opened in Recession
Occupancy

Occupancy is a measure of the relationship of supply to demand and followed a similar

pattern to the demand analysis above.
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e In 6 out of 10 cases, occupancy in the competitive set increased following the
opening of the convention hotel. The seventh, Indianapolis, has only been open

one year and occupancy was down 1%.

e The best performer was Houston where competitive set occupancy has risen from
just below 50% the year before the Hilton Americas opened to just below 65% in

the third year of the convention hotel’s opening, a 15 point increase.

e After three operating years, four competitive set occupancies increased 6 to 8

percentage points.

e Occupancy is down 3.7 and 7 percentage points in two of the three markets that

opened a convention hotel during the Great Recession.

Competitive Set Occupancy
When Hotel Opens

> 70% _
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Denver Houston Louisville Charlotte Austin @ Indy  St.louis  San Diego Baltimore  San Antonio
2005 2004 2005 2003 2003 2011 2003 2008 2008 2008
Hyatt Hilton Marriott Westin Hilton Marrioit Renaissance Hilton Hilton Grand Hyatt
1,100 1,203 616 700 1,005 917 1,190 757 1,002

Source: Smith Travel Research. Opened in Recession

Average Daily Rate
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Average daily rate is defined as “total guest room revenue for a given period divided by
the total number of paid occupied rooms during the same period.” In the ten competitive

set cities, “comp set” ADR followed a similar trend to demand:
e In 6 out of 10 cases, ADR increased over the year the convention hotel opened.
e In7 out of 10 cases, ADR increased within 3 years over pre-hotel ADR.

e In the 3 markets that opened convention hotels during recession, ADR remains
below pre-hotel ADR, driven by the recession and other full-service hotel openings.
Both San Diego and San Antonio added approximately 400 additional full-service

rooms and Baltimore added approximately 200 additional full-service rooms.

Competitive Set ADR
When Hotel Opens
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RevPAR
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Revenue per available room is ADR multiplied by occupancy. It is the best measure of an

overall hotel market’s performance.

In 3 out of 10 cases, RevPAR grew every year after the hotel opened. By the
third year after the hotel opened, the RevPAR of the competitive set in these three
cities was up 37% to 42%.

In 4 more cases, RevPAR went down in the first or second year of the hotel

opened, but was up 5% - 19% by the third year.

The US hotel industry’s average RevPARs has returned to within 1% to 2% of 2007
pre-recession levels. The hotels that opened during the Great Recession have not
faired well. RevPARs went down 20% - 30% in 2008 driven by the combined
impact of a worldwide recession and new supply (both convention hotels and other

hotels). In these markets RevPAR has not recovered to 2007 levels, operating at

RevPARs 6% to 18% below 2007.
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Competitive Set Changes in RevPAR
When Hotel Opens
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Opened in Recession
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Conclusion

Convention hotels that opened outside of an economic recessionary environment have
fared well and contributed to increasing the competitive set’s demand, occupancy, and
ADR. However those that opened at the beginning of the Great Recession have not fared
well, and the combinations of additional supply and recession have lowered performance
in the competitive set. While nationwide RevPAR levels have recovered to within 1-2% of
2007 levels, in the markets where convention hotels opened during the recession, RevPARs

are still 6% to 18% below 2007 levels.
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CONVENTION HOTEL CASE STUDIES

The challenge in building large, full-service hotels began in the 1990s. The early 1990s
recession drove an over leveraged commercial real estate market (including hotels), and
their savings and loan lenders, into insolvency. Values plummeted, S&Ls failed, and the
Resolution Trust Corporation (RTC) ended up with the loan assets. The loan assets were
sold in bulk for as little as 25 cents on the dollar to companies that specialized in
foreclosing on the loans to obtain the underlying assets for a fraction of their construction
cost. Many hotels that were built or were leveraged around that era went through the
process, and the new owners controlled an asset for a fraction of its replacement cost,
enabling the hotels to operate profitably at lower room rates. This is tantamount to a

large federal subsidy to full-service hotels existing prior to the early 1990s.

Development of new full service hotels with rooms, meeting space and restaurants halted.
Room rates were too low to provide cash flow to pay debt and equity costs. In general,
“new-build” hotels could not make the numbers work while competing against the RTC

subsidized hotels.

Also impacting the viability of full-service hotels has been the explosive growth in limited
service hotels. These hotels generally build only the rooms, no meeting space, nor
restaurant, and generally charge $10% per night less than their full service hotel
competitors. Hotel companies and developers quickly learned that the transient (non-
group meeting) consumer was willing to pay near full-service hotel rates for a room that
was similar to a full service hotel room, but did not offer meeting facilities nor a

restaurant. Non-group hotel demand was enticed by these new hotels.

The last large convention hotel to be built, outside of Las Vegas or Orlando, without public
participation was the Chicago Sheraton that opened in the early 1990s. Construction
costs have risen over time, but room rates have never recovered from the RTC impact.
Today, on average, private investors can achieve their return on investment in a convention

center hotel only if their basis is approximately two-thirds of the cost to develop. In order
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Convention Center Hotel: Market Impact Study

for convention center hotels to be built, the public sector has provided incentives to make

the project financially feasible.

So why do public bodies do it2 Because the hotel itself will generate significant economic
impact and tax revenues to the community.  For example, the 1,200 room Houston
Americas opened 10 years ago as a 100% City-financed hotel with tax-exempt bonds.
In addition, to make the project work the State and City rebated the project generated

hotel and sales taxes for a period of ten years.

During the first decade, the hotel did not generate any taxes, but has generated $4
million to $6 million annually in net cash flows that were allocated to other economic
development projects. Next year (2013) marks the end of the rebates, and the City and
State will be the recipient of over $9 million annually in new tax revenue, a welcomed
resource in these economic times. The hotel was absorbed in the competitive marketplace
with demand growth greater than the supply growth in the first year the hotel opened.
Moreover, the RevPARs of the other existing hotels in Houston that comprise the

“competitive set” have risen, generating more tax revenues for the City and State.

See Exhibit 3 for example case studies where convention hotels have been developed

over the past decade, including the private versus public involvement.
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THE IMPACT ON THE PORTLAND HOTEL MARKET

To gauge the potential impact the proposed 600-room convention hotel could have on the
existing hotel market in Portland, SAG created a supply and demand model that was

based on the following inputs:

= Actual historical operating data from 2000 to YTD 2012 for the 14,453 hotel rooms
that comprise the Portland hotel market as supplied by Smith Travel Research
— Occupancy (Demand)
— Average daily rates
— Number of rooms (Supply)
= Additional hotel supply proposed or planned for the market
— Two limited service properties totaling 300 rooms opening in 2014
— The proposed 600-room convention hotel opening in 2015

= SAG’s growth assumptions for supply and demand

Base Demand Growth

According to STR, the compound average growth rate (CAGR) of demand for hotel rooms
in the entire Portland market was 2.8% from 2000 to YTD 2012. The CAGR was 2.3%
and 6.5% for the period of 2005 to 2012 and 2009 to 2012, respectively. For
projection purposes, SAG conservatively estimated that the CAGR in base demand in the

Portland market would be 2.0% from 2013 through 2019.
Base Supply Growth

In addition to the proposed 600-room convention hotel and the two limited-service hotels
currently planned for the market, SAG estimated that four other hotels would open in
Portland in the projection period through 2019. For modeling purposes, SAG assumed
that one hotel would open in each of the years from 2016 through 2019, for four total
new hotels. It was also assumed that the size of these four hotels would be equal to the
average hotel property size in the market, or 106 rooms for a total inventory addition of

1,324 rooms during this time period.
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Convention Center Hotel: Market Impact Study

New City-Wide Group Demand

Based primarily on the results of the meeting planner surveys and the lost business reports
combined with Travel Portland’s historical sales conversion rates and reports from Trends
Analysis Projections, Inc. or “TAP” analysis (and to a lesser extent the historical results
experienced by other destinations that realized a new convention hotel), SAG estimated
that Portland could generate an additional 5 to 10 new city-wide convention groups
annually with the presence of the proposed 600-room convention hotel. Based on survey
results, the average room nights each event brings to its host destination is approximately
4,000. Therefore, it was projected that Portland could garner an additional 20,000 to
40,000 incrementally new room nights in “city-wide” demand as a result of the

development of the proposed convention hotel.

New In-house Group Demand

In-house demand consists of smaller groups than “city-wide” events that are self-contained
in one hotel property. Hyatt Hotels’ worldwide sales office (WWSQ) is supported by
147 sales professionals in 22 offices across the globe. Based on their own experience,
the Hyatt WWSO estimates that 70,000 new in-house room nights could be brought to
Portland via the proposed Hyatt Regency, which would represent approximately 70% of
all the group business in the new property. In Denver, the WWSO generated between
70% and 88% of all group business during the first six years of operations at the 1,000-
room Hyatt regency Denver. To date, the Hyatt WWSO has generated nearly $200M in

in-house group business in the Denver property.

Based on input from Hyatt, SAG estimated that the Hyatt WWSO could generate
between 50,000 and 70,000 new in-house group room nights in the Portland market.
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Impact on Portland

Based on the above, the net impact of the proposed convention hotel on the average

occupancy rate of the entire Portland market would be:

®=  Year Prior to Convention Hotel Opening: 72.2%
= 15 Year of Convention Hotel Operations: 72.1%
= 2d Year of Convention Hotel Operations: 73.6%

These estimates are based upon the midpoints of the ranges for new demand projections,

or 30,000 city-wide and 60,000 in-house new room nights.

The new demand brought on by the presence of the new 600-room convention hotel would
also impact the total revenue generated within the market. Based on demand projections,
and assuming a 2.0% annual growth in market-wide ADR, incremental hotel room revenue
would approximate $52 million in the Portland market during the first five years of

convention hotel operations.
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SUMMARY

The following briefly summarizes the key issues:

Q:
As

> D

Is OCC achieving its goals?

Yes. The OCC accomplishes its mission of generating economic impact for the metro
region. Since opening, the facility has generated over $4.7 billion in direct economic
impact alone compared with $424 million of public investment.

What is the state of the industry?

The convention and the hotel industries have both nearly fully recovered back to near
pre-recession highs. Locally, the Portland hotel market exceeds the average US hotel
occupancy rate, a trend that began in 2004 and continues today. The average
occupancy for the Portland “Central City” sub-market, which comprises
approximately 50% of the entire Portland hotel supply, is typically 10% to 17%
occupancy points above the national average.

Does the proposed OCC hotel make a difference in Portland?

Yes. According to a survey of 135 national and regional meeting planners, the
presence of a 600-room convention hotel proximate to the OCC would have a
significant impact in their likelihood of selecting Portland to host their event.

Do convention hotels impact the existing hotels?

Yes. Case studies show that convention hotels that do not open during the depths of a
recession have a positive impact on the existing market, where the new supply is
absorbed and then exceeded within the first 1 to 3 years. Those that do open during
an economic recession can take 3 to 5 years to be absorbed in the market.

What could be the impact on Portland?

It is projected that the proposed new 600-room convention hotel could generate
between 70,000 and 110,000 incremental new room nights each year in Portland.
The new supply and demand would decrease the average market-wide occupancy
level in Portland by 0.1% in year 1 of operations, and increase the average market-
wide occupancy by 1.4% in year 2 of operations. The incremental economic impact
generated by the new demand brought on by the convention hotel exceeds $120
million annually. The incremental fiscal impact generated by the new demand is
projected to average approximately $10 million per year. The incremental financial
impact on the operations of the OCC is projected to increase between $0.6 million
and $1.4M annually.
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Delegate Expenditures
Lodging
Food & Beverage

Hotel

Other
Entertainment & Recreation
Retail
Auto Rental
Transportation
Other

Total Delegate

Association Expenditures
Food & Beverage

Meeting Room/Equipment Rental

Other
Total Association

Exhibitor Expenditures
Food & Beverage

Meeting Room/Equipment Rental

Other
Total Exhibitor

Total

Source: Destination Marketing.

Exhibit 1 - Summary of Per Capita Spending Assumptions (2012$)

$135.51

38.25
33.18
12.16
30.80
8.46
8.09
6.67

$273.12

11.00

5.20
6.78

2298

8.90
851
20.05

3746

$333.56

29



Convention Center Hotel: Market Impact Study

Exhibit 2 - Summary of Total Tax Impact (2012$)

Construction Annual Operations over 30 Years
Conv Ctr
Hotel Hotel Increment Total
8.3m $71.5m $319.8m

Source: SAG, DMAI, IMPLAN, Multnomah County.
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Exhibit 3 — Convention Hotel Case Studies

Charlotte Denver Houston Lovisville San Diego
Westin Hyatt Hilten Marriott Hilton
2002 2004 2004 2005 2008
Rooms 707 1,100 1,200 616 1,190
Development §143m $247m $285m §100m §348m
Cost
per key $202,000 $225,000 $238,000 $162,000 $292,000
Private
e $102m $10m Key meney $70m $348m
Investment
Public Role + 516m grant * Financed * Financed + $30m grant * Below market
fu-nde:::l from « City backstop + 10 yr City and morlleiized long-term land
Citywide hotel subject o State tax project taxes lease
tax annual rebates; credit
+ $25m loan appropriation enhanced by

Union Affiliation

Ownership

repaid by hotel;
credit enhanced
by citywide
hotel tax

MNean-Union

Private

guarantee that
increases to
$11m annually
by year 12

Union

Public

citywide hotel
tax

Union

Public

MNen-Union

Private

Unien

Private

Source: Hatels, Davelopers, SAG.
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Exhibit 3 — Convention Hotel Case Studies (cont.)

Ft. Warth Dallas Indianapaslis Columbus
Omni Omni JW Marriott Hilten
2009 201 2011 2012
Rooms &4 1,000 1,005 532
Development Cost 3190m $340m 5315m 5139m
per key 5$309,000 5340000 $313,000 S267,000
$182m
Private Investment + $6m 5267m 23m
Lease Payment
Public Role * $8m grant * Financed + 54Bm grant from * Financed
= 10 yr City, County, = 10 yr City and State manetized project * $15m grant

Unien Affiliation

Owmnership

State tax rebates

* 18 yr property tax

abatement

* FWCC catering to
developer

¢ Leasing rights of
garage retail to
developer

* Below market land

lease

Men-Union

Private

tax rebates

Man-Unien

Pubslic

taxes; repaid by hotel
generated taxes

Man-Union

Private

= City and Authority hotel
tax rebates
* Credit enhanced by

Twe hetel land leases
City parking meter
revenues

AdA County backstop

Man-Unicn

Public

Source: Hotels, Developers, SAG.

32



Convention Center Hotel: Market Impact Study

Exhibit 3 — Convention Hotel Case Studies (cont.)

Mashville Washingten DC Austin Heusten
Omni Marristt Marguis JW Marrisit Hatel
2013 2014 2015 2014
Rooms 800 1,178 1,012 1,000
Development Cosl $270m $516m $305m $324m
per key §$338,000 5439000 £307,000 5324,000
$310m
Private Investment 3$245m + $300m $245m
Lease Payment
Public Role = $25m grant * 547m grant * 54m grant menetized * $5%m gront funded by
= 20 yr property tax * 525m loan repaid by for:wmivarl Cify faes pr_aﬁ,“ gener_med by
existing publicly-owned
abatement developer hotel
* 31 34m TIF; funded by = 10 State tax rebates
itywide hotel t
TR = 20 yr City tax rebates
* Below market land
I = 20 yr property tax
REaEN abatement
Unien Affiliation Men-Union n/o n/a n/o
Ownership Private Private Private Private

Source: Hotels, Developers, SAG.
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APPENDIX A ORAL PRESENTATION
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KEY QUESTIONS

Is OCC achieving its goals?

What is the State of the Convention Industry?
Does OCC Hotel make difference in Portland?
Is OCC Hotel a good ROI for Portland?

Is the Hyatt/Mortenson proposal reasonable?
Do Convention Hotels impact existing hotels?

What could be the impact in Portland?



Is OCC Achieving Goals?



OCC MISSION STATEMENT

“To maximize economic benefits for
the metropolitan region and the
state of Oregon while protecting the
public investment in the facility.”



Millions

OCC COST-BENEFIT

5,000 Cumulative Cost-Benefit ($M)

$4,743
Supports 4,000 to 5,000 Annual Jobs
4,500

4,000 @Direct Economic Impact

3.500 = Public Investment
4

3,000

2,500

2,000

1,500

1,000

500 ®

Development Costs + Annual Subsidies $(424)
O J—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—Y—\

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: KPMG, Crossroads; CIC Research; OCC; PDC. E5Y-



IMPETUS TO STUDY: LOST BUSINESS

0 In past 5 years, Travel Portland reports over
1,000,000 potential room nights were lost
where lack of “Convention Hotel’” was cited
as the primary issue by the Event



The State of the Industry
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Convention Industry Index
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US Convention Center Market
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STATE OF THE INDUSTRY

US Convention Center Market

1 4% E(hib“ SF Supply & Demand v. GDP (% Change)

12° > - —
& \ Convention industry is mature and
10%

historically fluctuates with the US economy
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STATE OF THE INDUSTRY

US Hotel Market

Estimated US Hotel Market Profitability ($B)

$160

$ 140 m Total Revenue

Net Income ("Profit")

$120 S )7
$100 Lo

$80 S

$60 | &

$40 —

$20 266 M 280 W o585

16.7 16.0
$0

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Billions

Source: Smith Travel Research. -11 -



STATE OF THE INDUSTRY

US v. Portland Hotel Market

Hotel Average Daily Rates

$140
$135 $134 $133

°
$130 aemA|| US Hotels /‘
12
$125 ae»Portland Hotel Market $123 $ 5.
$121 $12
°

$120 -+ «e»Portland Central City Only a s
5 $114
115

° $109 $111

$110
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$100
$95 $91
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$80 i © E—— ¢ T ©
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STATE OF THE INDUSTRY

US v. Portland Hotel Market

Hotel Occupancy Rates

100%
In 4Q 2008 and CY 2009, Portland Market
" Portland Central City Hotels Only added 1,174 rooms in 7 new properties
m Entire Portland Hotel Market or approx. 9% increase in Supply
80% x All US Hotels 1 |

(o)

60%

68
20% I 1B 1B 1B -
20% — |- 1B 1B 1B : || :
0%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

YTD
Source: Smith Travel Research. -13 -




STATE OF THE INDUSTRY

Portland v. Comp Set Hotel Markets

YTD September 2012

Competitive Hotel Market Occup’y Rank ADR Rank RevPAR Rank

1. San Francisco Market St 81.3% 1 $192.69 1 $156.75 1

2. Seattle Downtown 79.3% 2 155.99 3 123.65 3

3. Portland Central City 78.0% 3 136.13 8 106.13 6

4. San Diego Downtown 77.9% 4 172.87 2 134.71 2

5. Austin Downtown 76.9% 5 153.81 4 118.28 4

6. Anaheim Disneyland 76.9% 6 136.44 7 104.88 7

7. Long Beach 74.0% 7 115.46 10 85.42 Q

8. Denver Downtown 72.6% 8 148.05 5 107.46 5

9. Pittsburgh CBD 70.3% 9 143.64 6 101.02 8

10. Sacramento Downtown 68.3% 10 101.70 12 69.43 12
11. Salt Lake Downtown 67.4% 11 114.64 11 77.29 11
12. Phoenix Central 60.5% 12 130.75 % 79.17 10
13. Albuquerque CDB 56.2% 13 84.25 13 47.34 13

Source: Smith Travel Research.
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New Hotels

PORTLAND HOTEL SUPPLY

Proposed Hyatt [600]: 4%

15
2,000+ New Rooms °
14
13 OCC Expands - 4 —
12
mmm Hotels Opened

11
10 emw»Total Rooms in Market

9

8

5 OCC Opens ¢

y Marriott Waterfront [503]: 7%

5

4

DoubleTree [477]: 12% l O
3 Hilton [500]: 15% y
2

N L L i

766
£66
0002
£007
9007 -
6002

Source: Smith Travel Research, Individual properties.
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Does a Convention Hotel
Make a Difference in Portland?



MEETING PLANNER SURVEY

In November 2012, SAG surveyed 1,172
Meeting Planners

Represented Regional/National Events

135 Total Responses Received
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MEETING PLANNER SURVEY

ACRP Global Conference and Exhibition
AIFD Symposium

America Association of Immunologists
American Academy of Cosmetic Dentistry
American Accounting Association
American Alliance of Museums

American Association of Orthodontists
American Bar Association

American Dental Education Association
American Hospital Association

American Institute of Chemical Engineers
American Jail Association

American Orthopaedic Soc. Sports Medicine
American Phytopathological Society
American Sewing Guild

American Society Brewing Chemists
American Society for Quality

American Specialty Toy Retailing Assn.
American Urogynecologic Society

ASA, CSSA, and SSSA International
ASA/CSSA/SSSA Joint Annual Meetings
ASHRAE

ASMS Conference on Mass Spectrometry
Association for Computing Machinery
Assn. Infection Control & Epidemiology, Inc.
Association Management Center
Association of Air Medical Services
Association of College & Research Libraries
Association of State Floodplain Managers
Automotive Parts Remanufacturers Assn.
Capella University

CareFusion: National Sales Meeting

Cat Fancier's Association

Community Transportation Association
CompTIA

Conference & Logistics Consultants
ConferenceDirect

Connect Marketplace

COSUGI & IUG

Courtesy Associates

Design Automation Conference

DMAI Annual Convention

Ecological Society of America

Enterprise Data World

Evangelical Lutheran Church in America
Experient Inc.

FCC Annual Meeting

Hanley Wood

Health Care Compliance Association
HELI-EXPO: Helicopter Association International
HelmsBriscoe

Human Factors and Ergonomics Society

IMN Solutions

Independent Electrical Contractors

Institute for Operations Research

Intel ISEF

International Parking Institute Conference & Expo
International Society for Optical Engineering
International Union of Bricklayers

Investment Management Consultants Assn.
Kaiser Foundation Health Plan, Inc.

Mary Kay Career Conference

Maxvantage Meetings

Medical Library Association

MGMA-ACMPE

NADA Convention

NARFE National Convention

National Association of Black Accountants
National Association of University Food Services
National Association of Independent Schools
National Assn. of Mutual Insurance Companies

e R s R s I s s s S s [ s s [ S s s [ s s s s s s s s | s s s s s s I s o s s R o

National Association of Neonatal Nurses
National Conference on Family Literacy
National Forum for Black Public Administrators
National Guard Bureau Operations

National Service-Learning Conference
National Sheriffs' Association

National Student Nurses Association
Netsmart Technologies

North American Beekeeping Assn.

Oregon DECA

Oregon Dental Association

Par Avion Meetings & Conventions
Presiding Judges Training

Public Library Association

SAE International

Scientific Society: AACC International
Society for American Archaeology

Society for Technical Communication
Society of American Military Engineers
Society of Cardiovascular Anesthesiologists
Society of Petroleum Engineers

Society of Quality Assurance

SolutionTree

Subway Annual Convention

TAPPI PEERS Conference

TESOL International Association

The International Gathering of Presbyterian Women
The United Methodist Church

UBM, LLC

United Natural Foods, Inc.

University of Florida

USCAP

Veterans of Foreign Wars

Worldwide Distributors

Wound, Ostomy and Continence Nurses Society
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PORTLAND’S CONVENTION & HOTEL PACKAGE

NE Broadway

NE Broadway
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MEETING PLANNER SURVEY

Likelihood of booking a future event at OCC?2 [135 ResponsEs]

CUISENT STrar=

1 2 9 10

Definitely Not Definitely Yes

Book Portland Book Portland

Source: SAG Meeting Planner Survey.
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MEETING PLANNER SURVEY

Likelihood of booking a future event at OCC?2 [134 ResponsEs]

W HIBO00*ROOMICONVEN TJONIHO T EL

10

Definitely Not Definitely Yes
Book Portland Book Portland

Source: SAG Meeting Planner Survey.




g1 K~y 1 .4[=1 1 O 3

MEETING PLANNER SURVEY

[Groups going from 1 to 7 “Without”’ to 10 “With’’ OCC Hotel]

Association Management Center

Association of Medical Air Services

Connect MarketPlace

National Association of College & University Food Services
Society of Quality Assurance

TAPPI PEERS Conference (Paper & Pulp Industry)

United Natural Foods, Inc.

University of Florida Office of Conferences & Institutes
Veterans of Foreign Wars of the United States

-23 -



100%

75%

50%

25%

0%

MEETING PLANNER SURVEY

What impact does Hyatt flag have on your decision to book Portland? [123 Responses]

17%

1 2 3

Neuvtral or
No Impact

Source: SAG Meeting Planner Survey.

61%
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MEETING PLANNER SURVEY

Robust Growth

Slow Growth

No Growth

Slow Decline

Rapid Decline

Given the recent recession and changes in the economy,

how does your event most likely view its future? [129 responses]

I3%

0%

0% 20% 40% 60%

Source: SAG Meeting Planner Survey.

80%

100%
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What Is the Projected ROI of a
Convention Hotel in Portland?



EcoONOMIC & FiSscAL IMPACT: PROPOSED OCC HOTEL

Economic Impacts Annual
Construction Operations

Spending
Direct $182.8m $69.6m
Indirect & Induced 137.4m 51.6m
Total Spending $320.2m $121.2m
Jobs 2,200 950

Fiscal Impacts - 32 Yr Period* =

Total NPV
City $95.1m $21.1m
Other Local 17.6m 8.4m -
Metro 13.3m 5.2m Source: Mortenson, IMPLAN, DMAI, SAG.
County 24.9m 11.9m
State 179.2m 80.8m
Total Fiscal Impact $330.Tm $127.4m
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Is Hyatt/Mortenson
Proposal Reasonable?



THE HYATT DEAL

Early stage of project — costs, financing and
returns not yet determined

More analysis is required as design,
construction costs and financing are
determined and budget is fine-tuned

Public sector invests in meeting space & the
room block agreement

For informational purposes, recent case
studies are described below

Source: Based on preliminary discussions with the development team.
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DEAL CASE STUDIES

Union Affiliation

Ownership

funded from
Citywide hotel
tax

* $25m loan
repaid by
hotel; credit
enhanced by
citywide hotel
tax

Private

* City backstop
subject to
annual
appropriation
guarantee that
increases to
$11m annually
by year 12

Public

* 10 yr City and
State tax
rebates; credit
enhanced by
citywide hotel
tax

Public

Source: Hotels, Developers, SAG.

monetized
project taxes

Private

Charlotte Denver Houston Louvisville San Diego
Westin Hyatt Hilton Marriott Hilton
2002 2004 2004 2005 2008
Rooms 707 1,100 1,200 616 1,190
Development $143m $247m $285m $100m $348m
Cost
per key $202,000 $225,000 $238,000 $162,000 $292,000
Erixate $102m $10m Key money $70m $348m
Investment
Public Role e $16m grant ¢ Financed * Financed e $30m grant ¢ Below market

long-term land
lease

Private
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DEAL CASE STUDIES

Ft. Worth Dallas Indianapolis Columbus
Omni Omni JW Marriott Hilton
2009 2011 2011 2012
Rooms 614 1,000 1,005 532
Development Cost $190m $340m $315m $139m
per key $309,000 $340,000 $313,000 $261,000
$182m
Private Investment + $6m $267m $3m
Lease Payment
Public Role * $8m grant ¢ Financed * $48m grant from ¢ Financed

Union Affiliation

Ownership

* 10 yr City, County,
State tax rebates
* 18 yr property tax

abatement

* FWCC catering to

developer

* Leasing rights of

garage retail to
developer

¢ Below market land

lease

Non-Union

Private

* 10 yr City and State
tax rebates

Non-Union

Public

monetized project
taxes; repaid by hotel
generated taxes

Non-Union

Private

e $15m grant

* City and Authority
hotel tax rebates

* Credit enhanced by

Two hotel land leases

City parking meter
revenues

AAA County
backstop

Non-Union

Public

Source: Hotels, Developers, SAG.
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DEAL CASE STUDIES

Nashville Washington DC Austin Houston
Omni Marriott Marquis JW Marriott Hotel
2013 2014 2015 2016
Rooms 800 1,175 1,012 1,000
Development Cost $270m $516m $305m $324m
per key $338,000 $439,000 $301,000 $324,000
$310m
Private Investment $245m + $301m $265m

Public Role

Union Affiliation

Ownership

Lease Payment

e $25m grant e $47m grant
* 20 yr property tax * $25m loan repaid by
abatement developer

* $134m TIF; funded by
citywide hotel tax

¢ Below market land
leases

Non-Union n/a

Private Private

* $4m grant monetized
for waived City fees

n/a

Private

* $59m grant funded by
profits generated by
existing publicly-owned
hotel

* 10 State tax rebates
* 20 yr City tax rebates

* 20 yr property tax
abatement

n/a

Private

Source: Hotels, Developers, SAG.
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Do Convention Hotels Impact
their existing Hotel Market?



CASE STUDIES: BEFORE & AFTER

San Diego
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Supply/Demand Increase

CASE STUDIES: SUPPLY & DEMAND

Convention Hotel ““Comp Set”: Time to Recovery

60% -
Bl New Supply
B Demand Yr 1
50% -
B Demand Yr 2
_ P Demand Yr 3
40% -
Demand Yr 4
Demand Yr 5
30% + 3
X a——
e I
10% - 2 2
qrs Years Years
Year eclr
== 1L [ X
0% -~
Denver Houston Louisville  Charlotte Austin  Indianapolis  St. Louis  San Diego Baltimore San Antonio
2005 2004 2005 2003 2003 2011 2003 2008 2008 2008
Hyatt Hilton Marriott Westin Hilton JW Marriott Renaissance Hilton Hilton Grand Hyatt
1,100 1,203 616 700 800 1,005 917 1,190 757 1,003

Source: Smith Travel Research.

Opened in Recession
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Average Daily Rate

CASE STUDIES: COMP SET ADR

Post Convention Hotel: Change in Comp Set ADR

$250 -

Denver Houston Louisville  Charlotte Austin Indy St. Louis San Diego Baltimore San Antonio
2005 2004 2005 2003 2003 2011 2003 2008 2008 2008
Hyatt Hilton Marriott Westin Hilton JW Mar Renaissance Hilton Hilton Grand Hyatt
1,100 1,203 616 700 800 1,005 917 I 1,190 757 1,003 I
Opened in Recession
P -36-

Source: Smith Travel Research.



Revenue Per Available Room

COMPETITIVE SET REVPAR

$160

$140

$120

$100

$80

$60

$40

Recession

Recession

@ Austin

e Charlotte

e Denver

@ San Antonio

e St. Louis

e» = o Austin No HQ
e» a» o Charlotte No HQ

@ a» o Denver No HQ

e» @» o San Antonio No HQ

[l Convention Hotel Opens

e e o St, Louis No HQ

—

—

2000 2001

' |
2002 2003
|

2004 2005 2006 2007 2008 2009

2010 2011

Source: Smith Travel Research.

2012
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What is the Projected Impact
of OCC Hotel Impact on
Portland Hotel Market?



0

NEwW CITY-WIDE DEMAND

Based on the meeting planner survey, and as
further supported by the TAP Analysis and
Travel Portland lost business reports, the
presence of a 600-room Convention Hotel
could help Portland attract approximately
5 to 10 new convention groups annually

— Average group size ~ 4,000 total room nights

per event

— Equates to 20,000 to 40,000 new convention
group room nights in Portland market

-39.-



[

NEW HYATT IN-HOUSE DEMAND

Hyatt hotels worldwide sales team
— 147 Account Executives
— 22 Sales offices worldwide

— Average $27M in rooms revenue for convention hotels
Hyatt in-house team produces approximately
70% of all group business for its convention hotels
— SAG projected 50% to 70%
Hyatt estimates approximately 100,000 total group
room nights annually at Portland Hyatt Regency

— Could generate 50,000 to 70,000 new group room
nights in Portland hotel market

-40 -



HYATT CASE STUDY: DENVER

Pre-Booking: Hyatt Worldwide Sales Office
pre-booked over $108M worth of group
business for the Denver Convention Hotel from

2003 through 2005

Post-Opening: To date, WWSO has over
$193M in revenue booked through 2017

WWSO Contribution: In Denver, the WWSO
contributed between 70% and 88% of new
group demand business

-41 -



HYATT CASE STUDY: DENVER

Pre- & Post-Hyatt Regency Denver: Market Impact

1,600,000
1,400,000 Available Room Nights
1,200,000 Hyatt Regency Denver
Opens
1,000,000 .
Occupied Room Nights
800,000
600,000
Comp Set Occupancy
400,000 61% 64% 66% 69% 69%
200,000

2004 2005 2006 2007 2008

Source: Smith Travel Research; Hyatt Hotels. -42 -



IMPACT ON PORTLAND MARKET

The proposed OCC Hotel could generate
significant new room nights for the Portland hotel
market:

— New OCC City-Wide Groups: 20,000 to 40,000

— New Hyatt In-House Groups: 50,000 to 70,000

— TOTAL: 70,000 to 110,000

Assuming a total of 80,000 new room nights, the
impact on Portland’s market-wide occupancy:

— Year prior to OCC Hotel: 72.2%

— Year 1 with OCC Hotel: 72.1%

— Year 2 with OCC Hotel: 73.6%
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Summary
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SUMMARY

0 Is OCC achieving its goals?

— The OCC accomplishes its mission of generating
economic impact for the metro region

— Lost business reports claim that a large convention
hotel could further the OCC mission
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SUMMARY

0 What is the state of the convention industry?

The convention and hotel industries have nearly
fully recovered from ‘08-’09 economic recession

* Majority of meeting planners see at least slow to
moderate growth in their events foreseeable future

The Portland hotel market, particularly the Central

City areaq, continues to be robust, leading the

national average annually by 10% to 15%

occupancy points over past /+ years

* Total room demand in the market increased an
average of 87,000 room nights each year from 2001
to 2012
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SUMMARY

0 Does OCC Hotel make a difference in Portland?

— Survey of 135 meeting planners substantiate the
lost business reports and responded that the
proposed OCC Hotel would make a difference
in their selection process
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SUMMARY

0 Do convention hotels impact existing hotels?

Case studies of other comparable convention
hotel projects support the projection that the
proposed OCC Hotel could be absorbed into the

Portland marketplace within the first few years of
operations
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SUMMARY

0 What could be the impact in Portland?

— Meeting planner surveys, Hyatt in-house sales team,
and other sources suggest the proposed OCC Hotel
could further growth in the overall market by

70,000 to 110,000 room nights each year

— Based on the projections, the impact of the
proposed OCC Hotel on existing market wide
occupancy in Portland would be negligible (-0.1%)
in the first year of operations, and overall market
occupancy would increase by 1.4% in year 2
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SUMMARY

0 What could be the impact in Portland? (cont.)

The incremental economic impact generated by

the new demand brought on by the proposed
OCC Hotel exceeds $120M annually

Only a large convention hotel offering a
significant and proximate room block would
enable Portland to garner the potential new
demand
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SUMMARY

0 Other Considerations?

With the 75%+ occupancy rates in Central City
areaq, other new (albeit smaller) hotels are highly
likely to be built anyway but would strictly
cannibalize the existing market demand

In last decade, over 2,100 new rooms in 22 new
hotels were added to the Portland market with an
average size of less than 100 rooms per hotel

* Not what the meeting planners need to select Portland

e



SUMMARY

0 Other Considerations? (cont.)

Ultimately, the “arms race” will come down
to destination appeal:

Does Portland believe in its uniqueness
and ability to attract?
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Comparison of Financing Options

Hyatt Equity Option
Utilizes Hyatt’s balance sheet and financial capacity to finance TLT revenues it will pay
over time
Higher required rates of return on equity and internal cost of funds results in higher costs
of financing

Near-term value of TLT revenues is reduced by relatively high financing costs

Conduit Revenue Bond Option
Revenue bonds are issued by a public entity on behalf of a private or non-profit obligor
Repayment of the conduit revenue bonds is a direct obligation of the private or non-profit borrower

Conduit revenue bonds are often sold to finance private or quasi-private projects (i.e., hospitals,
housing projects, industrial development, etc.)

If structured properly, enables revenue bonds to be sold as tax-exempt obligations and at
lower interest rates

Tax exempt rates and credit quality improvements resulting from additional levels of
credit support improve efficiency and increase near-term value of TLT revenue stream
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View from SE Overall

Hyatt Regency Hotel (600 Guestrooms)
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View from SE Detail

Hyatt Regency Hotel (600 Guestrooms)

PORTLAND CONVENTION CENTER

<
nson
ConsSiruction

E elness swenson graham architects Inc. ‘ M Drte -

I

b, —
LY A
AN ay
4 p...m... T ..r_l._"u..».._ m___u,.w“....x N.?_ _ .,1
A T, S, 'L R |, L B s i
L 3l W ..r.n §: ¥ M L [
b N T o BVS PR
S B RES | B8 BT
0\, .n._xp W X F. fals i E L)
s, y ¥ y =
d '
..._._._u.t { el & :
W m_ :n a .V. -
."......".. ._ann. .. " o L | 3 4 |
% % % i AT i
... r... ”._ .r-.v .n:a.r. ....L....
i "
L LSS e
Tr .|.__.......w e F “
; ¥ R ...._: A s 4 | i
RN W
g
i T, W A [ty I, .....u,_.. k. " mmEm
N e AT 5\ Wik ] | .w —
BN NN Nk W, s TR B N
b A o A MO b ”..........ﬂ.u... _ ..m.___.m |
3 Ko . - AR B 4 4 -
NN Wi WX Rk b e B
B L - = : AR N | §
N e AN 3Ty 3 i | il
Y o Yot \ X \ RS ) | 1
By NN N NN , R R AR T ]
T i o Wi \, ARLRRRRWY .
ey Ly e, ) L L3
S N N Y _.__ \ Bh M.m.
v \ W
i ARRERERRNN 4 | |
! ! il b W i .
LN ¢
AR | ¥
by ARt I |
A ARy ¢
R § |
RN % L
\ SRR LT
= ; % _ A |
W e W N W .. N ) g
e o My My B .._._.._._r ! . NN Y N i .....
- \ * \ v

.|.II.. a = . = = Y .. - \ -

A
i

,Hm..... o

B 0
i S

L—

—_—

ONON S ,ﬂ..ﬂ,i...%?yl/ﬁu H,#.y
S8 S j B R = =
a@ﬁ%ﬁwﬁ MW AR R R\ } — i

S

N AR R R R R NN =\
: , ﬁ/ﬁ/ﬁzﬁﬂﬁ A\REATERNN /ﬁ /ﬁ N\

N
SOOUOOORRRRRRRERG

October 30, 2012




Zr/

e
A S F

7

P
7/ 7

e
S

'l’7

==

==
BT,

A/ )
==
i i -,

==

=

==

hﬁiﬁﬁ

=
=

/=]
=

t—

—J/

—

/)
=
—t,

==
==
=

=
3

/

1=
L]

—
| J
==
.

A=

L 1, O T Y I
| fil 'r""- M friy r'-'r'.' 1
i Ji i1 i il it A yi g
I - - - -
H S = - - -
i
T ' ~
E—

-

=
I
11

R
==
I
==

T — L

=
U

[

]
[—1—]

H
:" B
Lt
¥
S
T 1S
i
A b —
i
L :'E__
fr
=
==
1=
g T
L g
sali-
] | I
=
= i NI
llli:l 1} ey

—
L\—\_

N i G S—

E=

T | = — - ’ 1
r - LT |
1 e
1] Tt —
I " t
=
1 BT i —
NN -..;.!._
= w7 ]
i

October 30, 2012
PORTLAND CONVENTION CENTER View from NE Overall

ﬂ Hyatt Regency Hotel (600 Guestrooms)

E elness swenson graham architects Inc. Mﬂr‘tensn

construat




A T S S Y i

/i

/ \

TNV e

\\\\\\\\rl

oy

xu

Q\

-

LR LY

=

o O O, T TP, RO T WA T

October 30, 2012

‘ View from NE Detail

Hyatt Regency Hotel (600 Guestrooms)

PORTLAND CONVENTION CENTER

CONSruction

Mortenson

& elness swenson graham architects Inc. ‘



View from North Overall
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600-ROOM HYATT REGENCY HOTEL

SPACE SUMMARY

GUESTROOMS
1. King Room (14’x28’ = 392 GSF) @ 302 Keys 118,384
[Fl)]ULEI!)_I:!C SPACE 3 800 2. Queen/Queen Room (14’x32’ = 448 GSF) @ 252 Keys 112,896
21 Lobby Bar - Vs 3. Executive King Room 1 (1828’ = 504 GSP) ® 36 Keys 18,144
[2] RESTAUTANT «eeeeeeeeeeeeeeeee e e e e et e e e e eee et e e e e e ee e e e eeeeaneeeeeeeaaneeeaeeeanneeens 3,600 4. King Suite (28’x28’ = 784 GSF) @ 9 Keys 7,056
[1, 2, 3] PUDIiC RESTrOOMS ... eecee et e e e e eeee 3,882 5. Hospitality Suite (920 GSF) @ 2 Key 1,680
123 2 11 e Yo ) o 14,000
[T1JUNIOr BallrOOM c..cee et e e 5,000
[T, 2, 3] Meeting ROOMS (16)..ccuuiiieeieiiiieei e ee e e e e e e e 16,297 GUESTROOM GSF 258,160
[31 BOArd ROOMS (1) wuuiiiieiiiiieeeeieeiie e e e e ettt e e e e eeeae e e e s e eaan e e e e eeesaaeeeesernananes 530 Keys = 600 430 NSF/Key
E;i g] P{/e&uncy;cion-..|./:f..'l| ....................................................................... 15,22(2) STAIRS, ELEVATORS, SHAFTS, HK, STORAGE,
001/ Mechanical /TOMETS ....cuuieeeiiiiiiee e ,
S 5= of K=Y < 1,920 CONCIERAGE LOUNGE 70,520
221 G0 =1 N 235
[T] Fire CoOmMMANA CONTOI . cunieeieeei e et et et e e e e e e s e e e e e e e seeeasennaes 145 B. TOTAL GSF - GUESTROOM AREAS 328,680
FULL SERVICE HOTEL GSF SUMMARY
SUBTOTAL PUBLIC SPACE ...ttt e e e s e s s e e e e en e e 67,911
Level Public/BOH Guestroom Total
BACK OF HOUSE AREAS Street 43,605" - 43,605
[T] Front Desk (IN LODDY)...cunien et — 1.5 7,476 — 7,476
[1] Front Office/Luggage/MATV/PBX......ciceuuieeiirieeeeiieeeeiieeeeeeeeereeeenneeeeens 756
L I 0 T T = o S 200 2 52,990 - 52,990
[3] Adrnini'stration .................................................................................. 3,300 3 24,460 828 25,288
=T T e =T o P 3,840
A= e Yo 1 1 (el 1 1= o R 3,600 4 (Typical) — 18,214 18,214
1, 2] F i YA YA (0] - U [T
1] Receing oo OO AN SIOTAGE o > 204 5-21 — 309,638 | 309,638
LT o 2 945
[1] Employee Lockers/Toilets /DiNiNg .....cccceuuueeeeuieeeiiiieeiieeeeeeeeeeeeeeaias 3,000 TOTAL 128,531 328,680 457,211
[1] Security/Purchasing OffiCes .......cciviiuiiiiiiiiiice e e 240 GSF/Ke
[1,3] Mechanical/Electrical/LOw VOItage .........ccceveeeueeeueeceeeeeereeeieeeeenenns 2,250 @ 60(4 Key s 214 548 762
T ] o T = e =T OO PPNN 650 y
[1] Trash Room/Recycle/Can Wash/Refrigerated Garbage .......c.....ccuunneee... 400
[1, 5] Unassigned Back of HOUSE ........eeeeeeeeeeeeee e e e e e eeen e 5,162 *Excluding 1,280 SF Lease Retalil
1PN —
Engineering/MaintenanCe ........ccuiiuiiiiiiii e — HOTEL ROOM SUMMARY
Dirty LiN@N..ceiie it — Executive . . Hospitality
Housekeeping/Clean Linen/Laundry ...........ccccocoererueucrieneresuecnieeesesnnas — Level K QQ King King Suite Suite Total Keys
3 — — — — 1 1
SUBTOTAL BACK OF HOUSE AREAS ......cnieiiieeeieeieceeeee vt e e e e 34,082 4 (Typical) 18 14 2 — — 34
CIRCULATION AND NET TO GROSS .....vvvveeeeeeeeseeeeeseseeeeeeeeeeeenenenenenenans 26,538 5-12 144 112 16 — — 272
13 (Typical) 16 14 2 1 — 33
A. TOTAL GSF — PUBLIC/BACK OF HOUSE........cceeeveueereeeeeereeeeeeeneseanns 128,531 14-20 112 98 14 7 — 231
21 12 14 2 1 1 29
TOTAL 302 252 36 9 2 600
*3-Module Club Lounge also located on Level 3
October 30, 2012
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National Presence. Local Expertise.

= 19'™ Largest General Contractor in the United States

= ¢$2.5 Billion in 2011 Construction Sales
= Single-Project Bonding Capacity of $600,000,000
= Worked in all 5o States in Last 10Years

= QOver $5.5 Billion of Construction
Projects in the Pacific NW

=  Working in Oregon since 1984




Hospitality in Progress

MSU of Denver Hotel and Hospitality Learning Center Radisson Blu at Mall of America
Denver, CO Bloomington, MN
Construction Start — March 2011 Construction Start — May 2011
Grand Opening — August 2012 Grand Opening — March 2013

/

WE GUARANTEE TOTAL PROJECT COSTS
AND COMPLETION DATE

~

J




Why Hyatt Ownership?

/ v' Execution of Core Development Strategy: Thoughtful

Growth in Strategic Markets

v Hyatt is an Owner and Operator

v Importance of Portland Market Presence

v' Strength of Balance Sheet, Certainty of Execution

- /
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