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The Truth-O-Meter Says:

{ Says taxpayer subsidy for the Oregon Convention
Center hotel jumped $100 million in closed-door

L= | sessions
Coalition for Fair Budget Priorities on Wednesday, September 25th, 2013 in a website statament

| Did public subsidies for the Oregon Convention
Center hotel jump $100 million in closed-door -
sessions?

* Plans for a large upscale hotel to boost

i business at the Oregon Convention Center
: have floated around for years. 5o has

¢ apposition, in part from downtown hotels

i concerned that any public subsidies could

. unfairly undercut their businesses.

: Momentum surged again early last year behind a project calling for a 600-room hotel that
. would be privately owned and operated. Metro, the regional planning government, asked
. developers for proposals in February 2012 and spelled out only a relatively small public

i investment -- a $4 million loan from the Portland Pevelopment Commission,

*We racognized there were limits to other potentiat {public) financing toels, and we didn't know
. what that number would look tke,” said Teri Drester, general manager of Metro’s visitor

¢ venues, such as the Oregon Zoo. "We wanted developers to tell us: What are you willing to

¢ invest?”

: Ofthe two proposals submitted, Metro chose Mortenson/Hyatt's to move ahead. But
. opponents remain frustrated, saying they were shut out of what should be a far more open
: process and what ended up as being a much more Jucrative deal.

: One of the oppenents’ clalns, published on the website of OUCH -- (*Our Unfortunate
© Convention Hotel") caeght our eye: “Taxpayer subsidy for 0CC hotel jumps $100 million in
dosed-door sessions. $8 million to $130 milion with zero public input. OUCH, that hurts.”

| PolitiFact Oregon dedded to see whether a $197.5 milton project rolled out as minimalist in
public investment ended up getting significant subsidies in "dosed-deor sessions.”

© We called Bashar Watli, president of Provenance Hotels, who belongs to the group fearing that
© public subsidies could unfairy tip the market toward a new Hyatt Regency. Wali, it should be

i noted, served on the committee that ultimately recommended that HMetro go with

i Mortenscen/Hyatt's proposal,

. Farly on, he said, the amount of public money committed to the project began rising. [t started
¢ with the $4 million PDC loan, thea doubled to the $8 million cited on OUCH's website when
i Metro agreed to chip in a $4 million grant.

Bul almost as soon as Minneapo¥s-based Mortenson Development was selected to build the
* hotel, Wali said, three things happened: The committee was disbanded, communication te
| outsiders stopped, and the public commitrment to the project swelled.

© He cted a $10 million commitment of lottery proceeds approved this year by the Oregon

. Legislature. Then Metro upped the ante by agreeing to sell $60 milion in revenue hends to aid
. construction. The total project cost of the bonds, induding interast, is $121 mition over the 30-
" year life of the bonds, according te a Metro fact sheet.

" =and all of the negotiations between Metro and Hyatt have been conducted in seaet,” said
© Wali, who belongs to the Coalition for Fair Budget Priosities that opposes the project. “the
| transparency Metro promised has simply not been there.”

¢ Metro's Dresler responded to both of Wali's main points. Yes, she acknowladged, negotiations
. between Metro staff and Mertenson/Hyatt team members have been conducted in what OUCH
i characterized as "dosed-door sessions.”

. "But real estate transactions are always conducted that way,” she said. "Often, there are
| trade secrets being discussed, things that companies such as Hyatt want protected until any
 deal is signed and delivered.”

. she got agreement on that point from Tim Ramis, a Portland attorney whose firm has helped

¢ represent downtown hotels opposing the deal. “The negotiation aspect of this is typical to the
way these things are esually handled,” he said, adding that, "What's unusual is that the

: outcome isn't being disclosed.” !

© The amount of public money involved has definitely increased from: Metro's original request for

. proposals, Dresler said, but that was always a possibility. We tracked the document down. [n

. the "Puhblic Investment and Resources” section, it reads, "Metro and its partaers recognize that
some level of public investment may be necessary to achieve the type of convention hotel
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! required by this" request for propesals.

! Amang the financing options iisted iz Metro's willingness “to cansider additional” monetary
! support and "site-spedific transient lodging taxes ‘rebated’ to the project for a period of years.”

The iatter -- more commonly known as roem taxes -- are what Metro plans to use to pay off the
460 million in revenue bonds, Dreslar said. The figure was chosen, she added, not based on

¢ what Mortenson requested but on the gap between construction cost and the revenue
i consuitants said the hote} could generate over the next 30 years.

Finally, Dresler sald, the $60 milllon in bends shouldn't be regarded as a public subsidy since it
wilt be paid off entirely using maney plunked down by conventioneers staying at the new hotel.

OUCH’s claim rests en two pillars -- 3 $100-millicn jump in taxpayer subsidy in "closed-doar
i sessions.”

On the first point, ali agree that at least $18 million in public money is on the table; a $4 million
#DC foan, a $4 miflion Metro grant and $10 million n Oregan Lottery proceeds.

So should the $60 million in revenue bends be considered 2 public subsidy? We calied Robert
Whelan, senior economist at ECONorthwest, who said yes. We also referred to a recent New
York Times financial article, in which analysts say such bonds amount te public subsidies
because they divert meney that could otherwise go toward public projects to help pay fora
private project.

The ultimate projections dance around a bit, given the 30-year pay-off period at stake, but
even Metro agrees that the bond sale will end up requiring about $121 million to satisfy. So we
find that OUCH is on the mark in stating that the total public stake invalved grew substantially,
at least in specifically outlined amounts, from the original request for proposals.

¢ All also agree that the negotlations took place behind clesed doors. Some opponents think that
¢ was improper or unfair, though others agree that real estate negotiations between public

i agencies and private developers are routinely heid in private. But that’s a separate issue, 50

! we also find QUCH accurate on that peint.

We rate the statement on OUCH's website True,
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FINAL REPORT

MADISON, Wi
Strategically located in south-central Wisconsin,

Madison is the capital of Wisconsin and the second
largest city in the State. Madison’s development was
driven largely by the growth of the State and County
government and the University of Wisconsin-
Madison, as well as several private sector industries
such as Oscar Mayer, Ray-0-Vac, and the Fauerbach
Brewery.

MONONA TERRACE: Monona Terrace opened in

1997, nearly 60 years after renowned architect Frank Lloyd Wright originally designed
the facility. With less than 63,000 square feet of function space, it is significantly
smaller than other facilities included in this comparative analysis.

. __.rage distance of these
_ 0.6 miles. The closest to the f’lClllty is the
240-room Hilton Madison Monona Terrace, which is connected to the
convention center via a climate-controlled skywalk. The Hilton also offers
over 2,200 square feet in meeting space. Its largest meeting room 1s 1,288
square feet, The largest hotel surrounding the Monona Terrace is The -
Madison Concourse Hotel and Governot’s Club with 356 rooms. It 1s
located 0.5 miles from the convention center. Table 3-3 provides a

summary of the nine hotels within one-mile of Monona Terrace.
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Hilton Madison Monona Terrace
Best Western Plus Inn on the Park
Hotel Ruby Marie

Hyatt Flace Madison/Downtown
The Madison Concourse Hotel and Governor's Club
Campus Inn and Chancellor's Club
DoubleTree by Hilton Madison
University Inn

The Lowell Center

TOTAL

AVERACE

Source: Greater Madison Convention & Visitors Bureau

240 0.0
213 0.3
36 0.4
151 0.5
356 0.5
74 0%
163 09
201 0.9
137 0.9
1,571 -
178 0.6




