
Page 1 Resolution No. 15-4624 

BEFORE THE METRO COUNCIL 
 
 

FOR THE PURPOSE OF AMENDING THE 
DEVELOPMENT AND FINANCE AGREEMENT 
FOR THE CONVENTION CENTER HOTEL 
PROJECT 

) 
) 
) 
) 
) 

 RESOLUTION NO. 15-4624 
 
 
 
Introduced by Scott Cruickshank 
 

 
 

WHEREAS, Metro owns and operates the Oregon Convention Center (OCC) with the expertise 
and oversight of the Metropolitan Exposition and Recreation Commission (MERC); and 

WHEREAS, on April 26, 2012, the Metro Council directed staff to issue a Request for Proposals 
for the development of a privately-owned Oregon Convention Center hotel with limited public 
investment; and 

 WHEREAS, on September 13, 2012, the Metro Council via Resolution No. 12- 4365, (“For the 
Purpose of Selecting a Development Team for the Development of the Oregon Convention Center Hotel 
and Directing Staff to Commence Project Negotiations with Development Team”) directed staff to 
commence Term Sheet negotiations with the Mortenson/Hyatt Development Team (consisting of 
Mortenson Development, Mortenson Construction, Hyatt Hotels Corporation, ESG Architects, Ankrom 
Moisan Architects, Piper Jaffray & Co., Jones Lang LaSalle Hotels and Star Terra LLC/Schlesinger 
Companies); and 

WHEREAS, on June 26, 2014, the Metro Council via Resolution No. 14-4520, (“For the Purpose 
of Authorizing Execution of Development and Finance Agreement with the Oregon Convention Center 
Hotel Project Developer”) authorized the Chief Operating Officer to execute the Development and 
Financing Agreement (DFA) with Mortenson Development, Inc. and Hyatt Hotels Corporation; and 

WHEREAS, since execution of the DFA on July 3, 2014, closing of the transaction has been 
extended for various reasons, including the ongoing negotiations between Mortenson and Hyatt and the 
ongoing litigation challenging the proposed financing for the project, which litigation has recently been 
settled; and 

WHEREAS, Mortenson and Hyatt’s Initial Hotel Sale Agreement now requires significantly 
more design work be completed during the Predevelopment Period prior to Metro’s obligation to fund; 
and 

 
WHEREAS, staff recommends an amendment to the DFA to among other things (i) update terms 

to reflect actions that have taken place since the agreement was originally executed in 2014, (ii) extend 
closing to account for the increased level of hotel design work during the predevelopment period; (ii) 
incorporate certain commitments set forth in the Initial Hotel Sale Agreement between Hyatt and 
Mortenson; and (iii) provide further assurances regarding Metro’s ability to deliver its financing 
contribution now that pending litigation has been settled; now therefore 
 

BE IT RESOLVED THAT the Metro Council hereby approves amending the Development and 
Financing Agreement to address the general issues referenced herein and authorizes the Metro Chief 
Operating Officer to execute such an amendment in a form substantially similar to the draft attached as 
Exhibit A to this Resolution, or as otherwise approved by the Metro Attorney. 



ADOPTED by the Metro Council this 3rd day of March 

Tom Hughes, 
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February 11, 2016 

Agreement to recruit, train and retain employees of color and residents of Metro’s First Opportunity 

Target Area* (FOTA) in Portland, Oregon 

Employment recruitment and outreach: 

Establish relationships with community-based workforce development organizations to develop
a pipeline of information related to job and training opportunities. Organizations should include
but not be limited to the following:

o Albina Ministerial Alliance
o Allen Temple CME Church
o Asian Pacific American Network of Oregon (APANO)
o Center for Intercultural Organizing
o Coalition of Communities of Color
o Goodwill Industries Job Connection Services
o Highland Christian Church
o Hispanic Chamber of Commerce
o Human Solutions Inc.
o Immigrant and Refugee Community Organization
o Latino Network
o Life Change Christian Center
o Mt. Olivet Baptist Church
o Native American Youth and Family Center
o Oregon Employment Department
o Partners in Diversity
o Portland Community College/Margaret Carter Skills Center
o Portland Community Reinvestment Initiatives
o Portland Opportunities Industrialization Center
o REAP (Reaching and Empowering All People)
o Urban League of Portland
o Volunteers of America
o Worksystems, Inc. via WorkSource Oregon

Assign a Hyatt community relations liaison to serve as main point of contact for organizations.

Present and update regularly any employment outreach information and materials to
community organizations.

Prior to hotel opening, sponsor/host no fewer than three job fairs targeting residents served by
the above listed organizations and those living within the Metro FOTA boundary. Job fairs will
include information about current and future job opportunities and Hyatt HR and training staff
will be onsite to assist prospective candidates with the application process and answer
questions.
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Employee training: 

 Establish relationships with the following job training and education institutions: 
o Mt. Hood Community College’s Hospitality and Tourism Management program 
o Portland Community College’s Business Administration program and Portland 

Metropolitan Workforce Training Center 
o Worksystems Inc.’s On-the-Job Training Program 
o Roosevelt and Madison High Schools to develop a high school bridge program to 

introduce students to careers in hospitality. (Travel Portland may be willing to partner 
on this.) 
 

 Through the Hyatt Hotels Fund for Minority Lodging Management Students, fund one $2,000 
scholarship per year for the first ten years of hotel operations to a local hospitality and tourism 
management program for a FOTA area eligible resident. 
 

 Assign a Hyatt training liaison to serve as main point of contact for institutions. 
 

 Provide opportunities for FOTA and other recruits in Hyatt’s entry-level colleague supervisory 
development and onsite entry-level workforce skill-based training programs. 

 

Recruitment, employment and retention reporting: 

 Assign aspirational targets for employing and retaining people of color and FOTA residents. 
 

 Beginning one year prior to hotel opening and continuing through year three of operation, 
provide quarterly reports to Metro’s Exposition Recreation Commission on: 

o Recruitment and outreach efforts and results 
o Employment opportunities 
o Employee diversity and racial breakdown 
o Retention and promotion rates 

 
 Develop and report strategies to improve if targets not achieved. 

 
 Implement the Hyatt Minority and Business Resource Group to focus on the workforce, 

workplace and market place. 

 

Community relations and service: 

 Target Hyatt’s local philanthropic efforts to residents living in and organizations serving the 
FOTA community. 
 

 Encourage Hyatt colleagues to volunteer with organizations serving the FOTA community and 
workforce training and employment outreach organizations. 
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*Metro’s First Opportunity Target Area (FOTA) program: 

Established in 1989, Metro’s FOTA program is intended to ensure that economically disadvantaged 
residents within the defined geographical area proximate to the Oregon Convention Center (OCC) be 
offered the first opportunity to apply for employment at the OCC and at two of Metro’s other venues, 
Portland’5 Centers for the Arts and the Portland Expo Center. 

Members of the community residing within the following zip codes and meeting the income eligibility 
thresholds may apply as FOTA applicants. 

Zip codes:  

97024 
97030 
97203 
97211 
97212 

97213 
97216 
97217 
97218 
97220 

97227 
97230 
97233 
97236 
97266 

 

Income eligibility requirements: 

 In households of up to two people, the annual income of the applicant must be no higher than 
$47,000.  

 For households of three or more people, the annual income of the applicant must be no higher 
than $65,000. 
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STAFF REPORT 

IN CONSIDERATION OF RESOLUTION NO. 15-4624, FOR THE PURPOSE OF AMENDING THE 
DEVELOPMENT AND FINANCE AGREEMENT FOR THE CONVENTION CENTER HOTEL 
PROJECT 

Date: March 3, 2016 Prepared by: Hillary Wilton 

BACKGROUND 

Purpose of action 
The purpose of this resolution is to authorize the Chief Operating Officer to execute an amendment to the 
2014 Development and Finance Agreement with Mortenson Development, Inc. (“Mortenson”) related to 
the Oregon Convention Center Hotel Project. 

Brief Project History 
The Oregon Convention Center (“OCC”) is a major driver of tourism in the Portland region. In the last 
year alone, the OCC created more than $540 million of direct and indirect economic impact and 
supported more than 5,240 local jobs. However, the OCC is still not reaching its full potential. 

Convention organizers repeatedly cite the lack of a sizeable high quality hotel adjacent to the OCC as the 
main reason that their groups book conventions elsewhere. In recent years, surveys of potential 
convention clients conducted by Travel Portland report over 30 conventions annually chose other cities 
over Portland due to the lack of a Convention Center Hotel, costing the local economy millions in lost 
spending in hotels, restaurants, and small businesses. It is estimated that a headquarters hotel adjacent to 
the OCC that meets the needs of convention organizers will bring 5-10 new major conventions to 
Portland every year, resulting in approximately $120 million of new economic activity annually to the 
region. 

In June of 2014, Metro Council approved a Development and Financing Agreement (“DFA”) with 
Mortenson Development Company/Hyatt Hotels (Resolution No. 14-4520).  Since the DFA’s execution, 
the Mortenson/Hyatt team has significantly advanced the Hotel design - the design has had three Design 
Advice Reviews with the City of Portland Design Commission and is ready to move into Design Review. 
In addition, the Portland Development Commission (“PDC”), Mortenson and Hyatt have finalized terms 
for the development and management agreements on the adjacent parking structure which will support 
the Hotel (the parking structure agreements are a separate project managed by PDC). 

In January of 2016, Metro reached settlement terms on the outstanding lawsuits that have delayed the 
project development.  All pending lawsuits have now been dismissed. 

Despite the delays caused by litigation, and the resulting cost escalations, the amount of total public funds 
slated for investment into this project has not changed: remaining at a total of $74 million comprised of a 
$4 million Metro grant from OCC, a $10 million State Lottery Grant, and future issuance of $60 million 
in revenue bonds backed by transient lodging taxes. Mortenson Development and Hyatt have agreed to 
absorb increased project costs, most of which are the result of cost escalation in the booming construction 
market and market financing conditions. The public financial contribution to the Hotel project now 
represents less than 35% of total project budget. 
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Terms of Proposed Third Amendment to the DFA 
Resolution No. 15-4624 is before the Metro Council for consideration to provide authority to the COO to 
enter into a Third Amendment to the Development and Financing Agreement (“Third Amendment”).  A 
draft form of the Third Amendment is attached as Exhibit A to the Resolution.   

The DFA was approved and signed in spring of 2014.  The parties now desire to enter into the proposed 
Third Amendment to reflect activities that have transpired since the agreement was originally signed, 
including the settlement of the litigation regarding the project, updated Scope Documents, an updated 
Project Schedule and an updated Project Budget.  The Third Amendment would also revise the DFA to 
reflect that Hyatt and Mortenson have completed and executed their Initial Hotel Sale Agreement, and that 
therefore significant additional design work will be performed during the predevelopment period prior to 
financial close on the project.  Given the increased design costs that will be incurred by the private parties 
during the predevelopment period, Metro has agreed to reimburse Mortenson for a portion of such costs 
(not to exceed $3.4M) if the project does not proceed to financial close due to any failure by Metro to raise 
its portion of the project financing, as set forth in the Third Amendment attached to the resolution as 
Exhibit A. 

Project status 
Upon the adoption of Resolution 15-4624, the Hotel will continue through design review and permitting 
processes with the City of Portland.  Several challenges continue to face the project related to design 
completion deadlines and Metro’s ability to finance its full revenue bond financing commitment of $60 
million, as discussed more fully below. 

Design Challenges: 

Mortenson is now committed to advance design prior to Closing in accordance with the updated agreed- 
upon Project Budget.  The Mortenson-Hyatt agreement gives Hyatt   the opportunity  at 50% Design 
Drawings, 100% Design Drawings and 30% Construction Drawings to determine whether Mortenson 
is adequately managing their needs and is on track to deliver a hotel product in accordance with the 
parties Initial Sale Agreement.  If Hyatt determines that Mortenson has not met these goals, Hyatt has 
the option at these points in the project to terminate its involvement in the project.    

The significantly- increased project design that will occur prior to Closing will mean that significant 
project risk will be eliminated prior to Metro’s revenue bond issuance and prior to the commencement 
of construction. If Hyatt is not satisfied with Hotel design during predevelopment, Hyatt retains the 
ability to terminate the transaction and Metro will not be at risk for additional costs incurred as a result 
of such termination. 

Financing Challenges/Limited Reimbursement Guarantee: 

In coming months, Metro must work diligently to secure its ability to raise $60 million in bond funds. If 
Metro’s underwriters forecast a shortfall in the revenue bond proceeds, Metro must identify additional 
funds and commitments to ensure that it can deliver these funds to the project at Closing.  If Metro 
determines at any time that it is unable to raise the $60 million funds, Metro will be responsible for 
repaying Mortenson for approximately 65% of the third party predevelopment costs Mortenson has 
incurred, in an amount not to exceed $3.4 million. 

Given the increased design during predevelopment, the financial close and start of construction will not 
occur until winter of 2016/2017.  As a result, the project is subject to market influences and changes 
during this year-long period, including escalating financing and construction markets, and the 
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competitive hotel market. 

Staff will continue to keep Metro Council regularly informed regarding outcomes on all of these fronts, in 
addition to providing updates on business and workforce equity outreach as the Hotel design is advanced 
and work packages start to formulate. 

Staff recommends Metro Council’s approval of Resolution 15-4624, providing authority for the COO to 
enter into a Third Amendment to the Development and Finance Agreement with Mortenson Development, 
Inc and Hyatt Hotels Corporation under the general terms outlined above, which will allow the Oregon 
Convention Center Hotel project to proceed.  

KNOWN OPPOSITION 
NONE 

LEGAL ANTECEDENTS 

Marketing of the OCC is a necessary part of the Metro’s charter authority to operate public cultural, trade, 
conventional and exhibition facilities, Metro Charter Section 6. 

Resolution No. 12- 4365 (“For the Purpose of Selecting a Development Team for the Development of the 
Oregon Convention Center Hotel and Directing Staff to Commence Project Negotiations with 
Development Team”); Resolution No. 13-4453 (“For the Purpose of Approving the Oregon Convention 
Center Hotel Project Term Sheet”); Resolution No. 13-4452 (authorized the Chief Operating Officer to 
execute the Amended and Restated VF IGA); Resolution No. 13-4465 (approving the Memorandum of 
Understanding with the City of Portland and Multnomah County ). Resolution 14-4520 (“For the purpose 
of authorizing execution of Development and Finance Agreement with Oregon Convention Center Hotel 
project developer”). 

BUDGET IMPACTS 

Budgeted FY 2015-16 funds are expected to be adequate for the project pre-development and 
development phases. 

This Resolution 15-4624, presented to Council on March 3, 2016, contemplates Metro’s commitment to 
reimburse Mortenson for up to $3.4 million for certain pre-development expenses incurred by the 
Mortenson/Hyatt team in the event the transaction terminates due to a failure of performance by Metro 
prior to Closing. The $3.4 million reimbursement funds are earmarked in an OCC reserve account. 

All bond-related issuance costs are expected to be paid as part of the revenue bonds when issued. 

ANTICIPATED EFFECTS 

Adopting Resolution No. 15-4624will authorize Metro Chief Operation Officer to take all steps 
necessary to execute the Third Amendment to the Development and Finance Agreement.. 

RECOMMENDED ACTION 

Staff recommends Council approve Resolution No. 15-4624. 
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