
 

 

DATE: September 16, 2020 

TO: Board of Commissioners 

FROM: Kimberly Branam, Executive Director 

SUBJECT: Report Number 20-43 

Authorizing a Purchase and Sale Agreement with Mortenson Development for the 
Airspace Development Rights for the 100 Multnomah Office Building in the Oregon 
Convention Center Tax Increment Finance District 

BOARD ACTION REQUESTED AND BRIEF DESCRIPTION 

Adopt Resolution No. 7398  

This action by the Prosper Portland Board of Commissioners (Board) will authorize the Executive 
Director to execute a Purchase and Sale Agreement (PSA) with Mortenson Development for purchase of 
the airspace development rights that are required for development of the 100 Multnomah Office 
Building (Project).  The Project is designed to be constructed adjacent to and on top of the seven-story, 
442-space Convention Center Garage (Garage) owned by Prosper Portland.  The Garage and Project are 
located on the southwest corner of NE Multnomah Street and NE 2nd Avenue in the Oregon Convention 
Center Tax Increment Finance (TIF) District (see Project renderings in Attachment A).  Prosper Portland 
partnered with TriMet to develop the Garage as TriMet purchased a ground-floor condominium interest 
for the purpose of operating a transit police precinct.  

Ownership of the Garage and the future Project will be subject to the Declaration Submitting Block 49 
Convention Center Condominiums To Condominium Ownership (Declaration).  Once the Declaration is 
recorded in the records of Multnomah County and the Project is built, the structure will consist of three 
condominium units: the Garage Unit, the TriMet Unit, and the Office Unit.  

If approved, this action will authorize Prosper Portland to enter into the PSA and once conditions are 
met, lease, assign, and convey to Mortenson Development the rights to construct and own the Project in 
the airspace adjacent to and above the Garage.  Mortenson Development would acquire the 
development and marketing rights associated with the planning, construction, leasing, and ownership of 
the Project, including design work product prepared by Prosper Portland, Prosper Portland’s rights 
under a Design Build Contract with Mortenson Construction, and permitting and development approvals 
and entitlements (collectively, the Property), for a base purchase price of $6,650,000 plus six percent 
interest annually to be calculated between the end of the due diligence period and closing, not to 
exceed $7,000,000.  At closing, Prosper Portland would lease the airspace to Mortenson Development 
and assign to Mortenson Development the rights under the Declaration to develop and construct the 
Project.  Upon completion of Project construction, Mortenson Development will own the Office Unit 
condominium interest and Prosper Portland will quitclaim any interest it may retain in the Office Unit.  
After closing, Mortenson Development will be responsible for tenanting, financing, and constructing the 
Project, which has been designed to be a 138,500 gross square foot, nine-story Class A office building.  
TriMet’s ownership of the TriMet Unit and Prosper Portland’s ownership of the Garage and rights to 
operate the parking, will essentially remain unchanged as a result of the Project. 
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STRATEGIC PLAN ALIGNMENT AND OUTCOMES 

This action aligns with Prosper Portland’s Strategic Plan by: (1) creating healthy, complete 
neighborhoods by contributing to the continued employment growth and tenanting of the Lloyd District 
and the Convention Center area as a mixed-use, transit-oriented employment center; (2) supporting the 
agency’s financial sustainability and strategic disposition of real estate portfolio holdings, since this will 
recoup Prosper Portland’s prior investments in the Project and provide opportunities for potential 
future financial benefits; and (3) contributing to equitable outcomes by providing contracting and 
employment opportunities for people of color and women. 

BACKGROUND AND CONTEXT 

Background.  The Oregon Convention Center TIF District was created in 1989 with the primary goal of 
establishing “at least one headquarters hotel in the immediate vicinity of the Oregon Convention Center 
to capitalize on the convention center’s capacity.”  Through the design and development process for the 
Hyatt Regency Portland at the Oregon Convention Center (Hotel) which opened in December 2019,  
Prosper Portland, Metro, Mortenson Development, and Hyatt determined that the Hotel’s parking needs 
would best be met through construction of a stand-alone parking structure to be owned and operated by 
Prosper Portland on the adjacent 0.88 acre Prosper Portland property known as Block 49. 

Garage Development and Construction.  Through Resolutions No. 7165 (February 10, 2016), No. 7222 
(December 14, 2016), and No. 7294 (November 13, 2018) the Prosper Portland Board authorized terms 
of a Parking Structure Development Agreement with Mortenson Development for the design and 
construction of the Garage for an amount not exceed $32,840,000 to support the development and 
operation of the adjacent Hotel.  Through Resolution No. 7223 (December 14, 2016), the Prosper Portland 
Board authorized selling to TriMet for $9,000,000 a condominium interest in the Garage consisting of 
approximately 19,000 square feet and 47 parking spaces for the purpose of operating a transit police 
precinct.  During the Garage design and development process, the site was identified to have additional 
development capacity beyond the Garage. Based on this, Prosper Portland directed Mortenson 
Development to prepare a preliminary plan to develop an approximately 100,000 square foot office 
building served by two additional levels of parking on top of the Garage (note the two additional levels of 
parking were subsequently removed from the Project program).  Mortenson Development completed this 
work, at Prosper Portland’s direction, incorporating into the Garage design the systems and foundation 
superstructure necessary to support the Project.  The cost of constructing the Garage included the 
foundation and superstructure within the Garage to support future development of the Project above.  
The Garage was completed and began operations in December 2019 in conjunction with the Hotel 
opening.  TriMet is currently completing tenant improvements and anticipates occupancy of the transit 
police precinct by September 2020. 

Project Design and Development.  To further the design of the Project, on February 14, 2018, the Prosper 
Portland Board, acting as the agency’s Local Contract Review Board (LCRB), approved Resolution No. 7263, 
which authorized entering into a Pre-Development Services Contract with Mortenson Construction for 
$477,593 to complete conceptual design and an associated cost estimate for the Project and exempting 
the contract from low-bid solicitation.  Prosper Portland and Mortenson Construction subsequently 
entered into the Pre-Development Services Contract on July 12, 2018, with that work completed between 
July and December 2018.  Prosper Portland and Mortenson Construction conducted a design firm 
selection process and selected ZGF Architects to be the architect for the office building as a subconsultant 
to Mortenson Construction.  

On January 16, 2019, the Prosper Portland Board approved Resolution No. 7299 to authorize the next 
design phase necessary with Mortenson Construction to achieve approval by the Portland Design 
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Commission.  This action advanced the design through schematic design and 50 percent design 
development.  The authorization increased Prosper Portland’s investment in the Project to $1,602,052.  
This work was completed between January 2019 and July 2019. 

On July 10, 2019, the Prosper Portland Board, acting as the agency’s LCRB, approved Resolution No. 7323, 
and the Prosper Portland Board approved Resolution No. 7324, which together authorized entering into 
a Design-Build Contract with Mortenson Construction for the design and construction of the Project.  This 
authorization increased the agency’s investment in design services for the Project to $3,094,672 through 
construction documents and issuance of building permits.  These design and cost estimating services were 
completed between July 2019 and September 2020. 

The Design-Build Contract is a lump sum contract which anticipates that Prosper Portland and Mortenson 
Construction will agree upon a Contract Price for construction of the Project upon completion of the 75 
percent construction documents and specifications.  The Contract Price and final schedule are intended 
to be agreed upon through a Change Order to the Design-Build Contract.  The Design-Build Contract can 
be assigned by Prosper Portland with written approval by Mortenson Construction. 

Project Design and Schedule.  The Project program and design includes a ground-floor lobby on the 
southwest corner of NE Multnomah Street and NE 2nd Avenue, approximately 132,000 square feet of 
rentable office space with direct elevator access from the garage to the Office Building at floors 3, 4, and 
5.  The building includes four approximately 6,500 square foot office floorplates adjacent to the Garage, 
and five approximately 20,000 square foot office floorplates above and over the Garage.  The Project has 
been designed to achieve LEED Gold v 4.0 consistent with Prosper Portland’s Green Building Policy. 

The Project received Portland Design Commission approval on August 8, 2019 and was submitted to the 
City of Portland Bureau of Development services building permit process on November 29, 2019.  Permits 
are anticipated to be ready for issuance by October 31, 2020. 

Tenanting and Development Partner Strategy.  On September 20, 2018, Prosper Portland entered into a 
contract with commercial real estate broker Capacity Commercial Group (Capacity) to market and tenant 
the Project.  Through these efforts, Capacity has identified tenant interest, although no Letter of Intent or 
binding commitments have been executed. 

The Capacity contract was subsequently amended on March 25, 2019 to include marketing the air rights 
development opportunity for sale, including soliciting, reviewing, and evaluating proposals. Prosper 
Portland staff and Capacity conducted targeted outreach to developers of color and other conventional 
marketing to local and national developers including listing the opportunity on Real Capital Markets.  

In April 2020, Capacity issued a Call for Offers with offers due by May 6, 2020; three Letter of Intent offers 
were received.  Prosper Portland staff evaluated the offers, and the Executive Director selected the 
Mortenson Development offer and signed a non-binding Letter of Intent on June 16, 2020 which served 
as the basis for the negotiated PSA.  

Purchase and Sale Agreement.  The key terms of the PSA, which is an exhibit to the resolution, include: 

• Base purchase price of $6,650,000 with six percent interest on the purchase price for the period 
between the end of the due diligence period and the closing, not to exceed $7,000,000; 

• $50,000 earnest money payment refundable through the due diligence period; 

• Mortenson Development has the right to terminate the PSA through the end of the due diligence 
period, which will be either 90 days or 30 days after recording of the Declaration and conveyance 
of the TriMet Unit to TriMet, whichever is later; 
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• Closing to occur within 30 days after expiration of the due diligence period, which Mortenson 
Development may extend for an additional 30 days if the development approvals have not yet 
been issued; 

• Leasing Success Fee: Mortenson Development will pay to Prosper Portland a Leasing Success Fee 
ranging from $50,000 to $200,000 if Prosper Portland tenanting efforts with Capacity secure a 
tenanting commitment that meets specific criteria prior to closing; 

• Upside Participation: Prosper Portland will participate financially in any first sale, transfer, or 
refinancing of the Project within ten years of completion in the event specific criteria are met 
including securing the Leasing Success Fee; 

• At closing, Prosper Portland and Mortenson Development to execute a Partial Assignment of 
Declarant Rights (Partial Assignment) which will assign, lease, and convey to Mortenson 
Development the development and marketing rights associated with the planning, construction, 
leasing, and ownership of the Office Unit; 

• The Partial Assignment provides for the Office Unit deed to be delivered to Mortenson 
Development upon completion of the Project and annexation of the Office Unit to the Block 49 
Condominiums; and 

• Mortenson Development to comply with Prosper Portland’s Business and Workforce Equity 
Program Specifications and Green Building Policy.  

EQUITY IMPACT 

Prosper Portland staff and Capacity conducted targeted outreach to developers of color locally and 
nationally in order to increase awareness of this development opportunity, as well as conventional 
marketing to the broader development community.  Two of the three offers received were provided by 
development teams that included people of color as principals.  Neither of these offers was selected as 
both were contingent upon tenanting and financing commitments and were deemed to have more risk 
relative to Developer’s offer. 

Mortenson Development will be required to implement and comply with Prosper Portland’s Business and 
Workforce Equity Program Specifications which ensures opportunities for State of Oregon Certified firms 
(Minority-Owned, Women-Owned, Disadvantaged, and Emerging Small Businesses or M/W/D/ESBs).  
Mortenson Development managed the design/build process for construction of the Garage (which was 
built by Mortenson Construction), and through that effort achieved the following: 

 Goal Accomplished 

Business Equity (D/M/W/ESB) 20% 22% 

Workforce Equity 

Apprenticeship (Requirement) 20% 26% 

Female Participation 15% 6% 

Minority Participation 30% 24% 

 

Through the design of the Project to date, Prosper Portland and Mortenson Construction have achieved 
26 percent utilization of M/W/D/ESB professional service firms, exceeding the 20 percent utilization goal. 
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For construction of the Project, Mortenson Development and Mortenson Construction are proposing to 
engage in a mentoring partnership with local minority-owned contractor Pacificmark Construction.  This 
partnership will enable Pacificmark Construction to diversify its business, gain experience with new 
building types, engage in project leadership meetings and decision making, and provide reverse mentor 
feedback to Mortenson Construction from an MBE/DBE perspective.  

COMMUNITY PARTICIPATION AND FEEDBACK 

The Project has been publicly discussed as part of Prosper Portland’s actions both as related to the Garage 
and as a stand-alone project for several years, including as part of the Portland Design Commission’s 
consideration and approval of the Hotel, Garage, and Project design. Prosper Portland staff and 
Mortenson Construction’s design team have made two presentations to the Go Lloyd Board. Public 
comments during those discussions and presentations expressed support for maximizing development on 
the site and pursuing a mixed-use project above the Garage.  In May 2019, the Go Lloyd Board and Lloyd 
Enhance Services District submitted a letter to the Portland Design Commission expressing support for 
the Project.  

Go Lloyd has also expressed support for the proposed PSA with Mortenson Development. 

BUDGET AND FINANCIAL INFORMATION 

This action anticipates Prosper Portland will be paid the purchase price during fiscal year (FY) 2020-21.  
These revenues and associated brokerage fee expenses are not currently reflected in the FY 2020-21 
Oregon Convention Center TIF district fund (see Attachment B); staff will request the Prosper Portland 
Board amend the budget later in 2020 to account for these revenues. 

To date, Prosper Portland has invested approximately $6,400,000 in the Project, including an estimated 
$3,000,000 in Garage superstructure elements installed during construction to support the Project, and 
approximately $3,400,000 in design and related permitting costs.  

RISK ASSESSMENT 

The risks of approving this action and entering into the PSA include: 

• Mortenson Development may decline to proceed during the 90-day diligence period or not 
subsequently close within the 30-day closing period.  This risk is mitigated by the fact that 
Mortenson Development and Mortenson Construction have been directly involved in design and 
construction of the Garage and through the design of the Project.  Mortenson Development has 
full knowledge of how the Project has been designed to be fully integrated with the Garage and 
with the associated cost estimates and construction specifications and logistics. Prosper Portland 
and Mortenson Development will need to closely coordinate during the due diligence period on 
a number of agreements, including potential amendments to the Condominium Documents. The 
risk closing will not occur after the due diligence period ends is mitigated by the $50,000 non-
refundable earnest money deposit.  

• Mortenson Development may fail to secure the tenanting commitments and constructing 
financing necessary to begin construction, and the Project may not be constructed.  This risk is 
mitigated by closing not being contingent on securing tenanting or construction financing 
commitments and additionally by Mortenson Development’s extensive development experience. 

• The PSA contemplates the Project will be constructed adjacent to and on top of the Prosper 
Portland-owned Garage and the TriMet transit police precinct. Construction over occupied spaces 
creates challenges and risks.  The top deck of the Garage will not be available for customer parking 
during the construction period, which means Prosper Portland may need to actively manage 



Board Report – 100 Multnomah Office Building Purchase and Sale Agreement 
September 16, 2020 Page 6 of 6 

parking to meet Hotel parking needs.  Construction risks are mitigated by construction 
management and life safety plans to be approved as part of the permitting process. 

• Construction of the Project may impact the TriMet Unit and increase TriMet’s costs which under 
the terms of the Declaration could result in TriMet seeking compensation from Developer.  This 
risk has been mitigated by close coordination with TriMet to ensure construction of the Project 
as currently designed and anticipated is fully authorized by TriMet and is not considered to impact 
TriMet’s operations and costs and a commitment to clearly communicate with TriMet during the 
construction process to minimize disruptions to their ongoing operations.  

ATTACHMENTS 

A. Project Summary 

B. Property Plan 

C. Oregon Convention Center TIF District Financial Summary 
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Project Summary 

 

Project Name: 100 Multnomah Office Building 

Description:  Approximately 138,500 gross square foot, 9-story office building 

Location:  Southwest corner of NE Multnomah Street and NE 2nd Avenue 

TIF District:  Oregon Convention Center 

Current Phase:  Permitting and leasing 

Next Milestone:  Closing. Anticipated February 2021 

Project rendering, looking east



Property Strategic Considerations

Goals & Objectives

Acquisition Date & Purpose
Acquired to facilitate redevelopment of gateway 
improvements with uses supportive of the adjacent 
Oregon Convention Center and a Headquarters Hotel 
(Resolution 4178-November 13, 1991)

•
December 23, 1991 from Pacific Development Property, Inc 

Property Plan Objective Operating Asset / Hold

2015-2020 Strategic Plan Objective(s) Objective 1: Create Healthy, Complete Neighborhoods 
Throughout Portland (Outcome 1.3: Regional Assets)

Objective 5: Operate an Equitable, Innovative & Financially 
Sustainable Agency (Outcome 5.3: Financial Sustainability & 
Stewardship)

Financial Sustainability Plan Objective Program Related Investment - 2.5%

Equity Objective(s) Interim:  Operate as a parking facility for the Oregon Convention 
Center Garage

Development: Promote opportunity objectives for the Business 
Equity Program and the Workforce Equity Program by 
promoting contracting and employment opportunities to 
MWESB business and communities of color

Property Information

Property Characteristics

Property Code¹ 350-A00310 (Management) 350-A00437 (Development)

Property Name(s) Block 49

Project Name(s) Convention Center Garage

Property Description 4-story public parking and hotel garage

Address 1075 NE 2nd Avenue

RNumber(s) R182157

Tax Lot Description(s) HOLLADAYS ADD, BLOCK 49, LOT 1&4&5&8 EXC PT IN ST, LOT 2
&3&6&7

Lot Size .88 acres (38,241 sq ft)

Building SF Under Construction

Neighborhood

URA Oregon Convention Center

Neighborhood Lloyd District Community Association

NMTC Census Tract Census Tract 23.03

Opportunity Zone Yes-Severe Distress

Zoning CX-Central Commercial; d-Design

OCC Garage - Property Plan
Thursday, September 12, 2019 5:00 PM
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Base FAR & Height 12:1 / 250'

Financial Baseline

Book Value (2017) $1,354,000 

Real Market Value (2017) $8,386,590

Appraised Value April 16, 2016; $4,780,000; Romanaggi

Financial Sustainability Plan Cash Flow $23,673 FY 19/20
$203,187 Ten-year outlook including FY 19/20

Due Diligence

Alta/As-Built N/A

Title Report N/A

Title Easements N/A

Site Constraints None

Environmental Documents/Notes ESA Phase I: November 2006; ESA Phase II: June 2005; 
Contaminated soil/burn debris cleaned up during CC Garage 
construction (GASB 49 17/18)

Additional Information

Historical Background

Interim Activity Strategy Operate as a parking garage

Development Goal & Objectives

Re-Development/Re-Use

Active/Inactive Inactive

Phase of Development (acquisition, community 
process, predev, disposition, construction)

N/A

Development Concept(s) 442 space parking garage with 15,000 sq ft transit police 
precinct

Action Plan / Framework(s) None

URA / Community Goal(s) Oregon Convention Center URA Plan

Major Consultant Contracts Garage Development by Mortenson substantial completion by 
July 2019; Garage operations to commence January 2020 when 
hotel is compete; Hotel is guaranteed 375 parking space, with 
47 additional spaces being designated for public parking; TriMet 
to own lower level office space and parking

Interim use by Mortenson in July/August 2019; City Center 
Parking Operations Agreement expires June 30, 2020 with an 
option of 3 additional years

Major Milestone(s) & Deadline(s) Garage Completion - August 2019

Project Budget See Fund 350 Budget

Project Manager Eric Jacobson

Project Team Member(s) Ember Breckenridge (Property Management), Elise Hendrickson 
(Construction), Wendy Wilcox (Construction 
Compliance/ParkSmart), Amy Nagy (Community Liaison)

Project Sponsor Amy Edwards
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Project Sponsor Amy Edwards

Developer Mortenson

Major External Stakeholder(s) Mortenson, City Center Parking, Go Lloyd

Major Bureau Partner(s) TriMet, Metro

Agency Approvals & Recommendations

FIC Approval(s) December 2016 - Disposition

Board/Council Approval(s) & 
Recommendation(s)

December 2016 - Disposition and Development Agreement with 
Mortenson

Agreements

LOI/MOU/DDA/PSA Development Agreement; Condominium Agreement; TriMet 
Purchase & Sale Agreement

Additional Notes

Project File Document Location S:\Projects\CC-URAs\OCC\Projects\Block 49
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