MEMORANDUM
TO:

MRA Board

FROM:

Chris Behan, Assistant Director

DATE:

January 13, 2017

SUBJECT:

Fox Site Master Development Agreement Terms

Introduction:
What is now called the Fox Site has changed physically from a small bend in the Clark Fork
River along the long established trail used by Native Americans to hunt on the east side of the
continental divide to now one of the largest pieces of developable riverfront property in
Missoula’s urban core. It has also changed in importance to the community from being its first
large landfill to being a key part of the now highly valued downtown riverfront. Along the way
the Fox Site was occupied by a large movie theater (Fox Theater), restaurants, and vehicle fuel
and repair businesses. At this time, the site is a major part of a proposed development will
become a new central location for community activities and commerce. A more complete
summary of the history of the Fox Site and the processes the current project has undergone can
be found at: Fox Site Background.
Project Overview
Over the past five years since the Hotel Fox project was first selected by the MRA Board and
City Council through a Request For Proposals (RFP) process, the project vision has grown from
a hotel/restaurant/retail development of the Fox Site, which the MRA and City hoped would act
as a catalyst for additional redevelopment of the nearby area, into an interrelated development of
several city blocks that includes a major community resource in a conference center and master
planned commercial and residential development of much of the Riverfront Triangle Urban
Renewal District.
To date, Hotel Fox has conducted extensive market feasibility studies, preliminary planning,
infrastructure engineering studies, and conceptual design efforts to create a viable vision for the
Riverfront Triangle. Other than the Fox Site, they have purchased all land necessary for the
larger Riverfront Triangle vision south of West Broadway and west of Orange Street as briefly
described below and shown on the attached picture. They have also met with a variety of
neighborhood organizations and other concerned groups regarding design, uses, and
environmental issues. (Those issues are being negotiated by the City Council in conjunction
with proposed zoning changes and right-of-way vacation).
The attached picture is a conceptual site plan of the overall planned Riverfront Triangle
development. The Fox Site includes a hotel with approximately 200 rooms and a conference
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center with 25,000 – 27,000 square feet of usable space (along with space for associated “back of
house” services, banquet kitchens, storage, etc.), two floors of parking below West Front Street,
along with retail, restaurant and entertainment space. The timeframe for the entire
redevelopment project is 10 years but may be much less depending primarily on regional and
national economic conditions. However, the plan calls for a wide variety of uses and so is more
insulated from those conditions than a single use development.
In addition to the proposed Fox Site development:
 The block immediately north (surrounded by Broadway, West Front, Orange and Owen
Streets and sometimes called the “Chicken Block”) is anticipated to include a parking
structure surrounded by retail and office (and perhaps residential) uses with a relatively
large retail space along Orange Street, mixed use buildings with smaller retail and office
uses, and perhaps some upper level residential uses.


The triangular shaped block west of the “Chicken Block” plus some of former West
Front Street is conceptualized as an office building.



A public plaza leading from West Front Street to the Riverfront Trail is intended where
the current Owen Street is located south of West Front Street between the Fox Site and
proposed office or residential riverfront area to the west.



The land south of current West Front Street along the river and west of the plaza is
intended for a variety of dense residential uses.



An office building could be located between the Hotel Fox and the residential uses to the
west or the area could be used as additional residential.



West Front Street west of Owen Street would be vacated and partially used for a medical
office building with the remainder used as a public pedestrian and bicycle greenway.



The concept of a bicycle/pedestrian bridge between the Fox Site and McCormick Park
has been discussed for many years and is shown to remain in the long term vision,
although due to cost it is not part of the current site planning.

At this time, the focus is on creating a public/private partnership for redevelopment of the
currently City-owned Fox Site. A Master Development Agreement is being prepared that
addresses private redevelopment of the Fox Site and the City’s essential roles. The other
portions of the overall Riverfront Triangle development will need their own agreement process
as they come to fruition.
To develop the Fox Site as envisioned, there is a need for long-term commitments and
partnerships by various jurisdictions, along with actions requiring different legal approval
processes such as a zoning change, and several different legal relationships between Hotel Fox
and other entities, etc. The Master Fox Site Development Agreement will be structured as an
“umbrella” or “master” agreement that establishes a relationship between the Developer, City,
and MRA, details certain responsibilities and default actions that direct the structure of several
related or collateral agreements and separate actions that are essential to completing the project.
Failure by any of the three parties to execute the collateral agreements or failure to complete
other agreed upon actions could terminate the Master Development Agreement and thus the
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relationship. The collateral agreements will be much more specific in regard responsibilities,
schedules, and default remedies. As those agreements are implemented and related actions
completed, they will take precedence and the position of the Master Development Agreement
will diminish.
There are various other related actions being worked on as the Master Development Agreement
progresses. Those include zoning change and right-of-way vacation actions along with a Land
Use Agreement which contains design, use, and environmental issues that is tabled in the City
Council’s Land Use and Planning Committee awaiting the Master Agreement. There are also
discussions with the Parks and Recreation Department regarding design, construction, repair and
maintenance of public areas and trails within and adjacent to the development.
Under the structure summarized above, the primary “business points” of the collateral
agreements are the main purpose of the Master Development Agreement. Over the past many
months, the Developer, MRA staff, counsel, and the Fox Site Working Group (made up of
representatives of the City Council, MRA Board of Commissioners, developer, MRA staff and
Mayor’s Office) have worked through many scenarios to arrive at the proposed business points
for the collateral agreements. The points for each collateral agreement are shown in some detail
within the attached Master Development Agreement Summary Memorandum authored by the
MRA’s counsel, Dorsey-Whitney, LLP. The terms and points listed in the Memorandum have
been reviewed and approved by the Fox Site Working Group.
Three subjects stand out as needing extra explanation. Those are set out below in the form of step
by step actions. It may be helpful to follow the same subjects in the attached Dorsey-Whitney
Summary Memorandum along with the steps.
Land Disposition
 Hotel Fox Partners will purchase the City owned property at market value over a finite
period of time.


The Developer will pay purchase price of $2.3 million based on a 2016 appraisal as a
traditional promissory note/trust indenture transaction.



A 15-year amortization will begin upon closing at an interest rate tied to a preselected
federal funds rate in effect on the closing date. Payments will be made on interest only
until year six when the remaining principal amount will be re-amortized for the
remaining 10 years.



It is anticipated that within five years of closing, the developer would offer to donate land
for a City-owned parking structure in a subsequent (or possibly concurrent) phase on the
block immediately north of the Fox Site (“Chicken Block”). If accepted by the City for
public parking, the appraised value of that land would be credited to the principal of the
Fox Site note.

The Dorsey-Whitney Summary describes the conference center in two parts; development of the
facility along with parking and then a lease and use agreement. Below, conference center issues
are merged and parking development is broken out. The development of the center and parking

3

would be pursuant to a document similar to MRA’s traditional Tax Increment Financing
Development Agreement.
Conference Center
 Hotel Fox Partners will build and own a full service hotel of approximately 200 rooms
that includes at least 10,000 square feet of meeting space on the Fox Site property being
purchased from the City.


Hotel Fox Partners will build an additional 29,000 square feet of conference space in
conjunction with the above meeting space on the Fox Site that will be sold to the City
upon completion of the building. This area is the portion of the center that would include
the spaces needed for larger gatherings.



The City will issue TIF Bonds to buy the conference center space and will pay the debt
service with the TIF revenue generated by the hotel/conference center plus the excess TIF
revenue generated by the new bank being constructed in the District.



The City will contract with Hotel Fox Partners to manage the conference center space and
coordinate its use with the privately owned meeting space; thus, causing the conference
center space to be taxable for the Hotel Fox Partners even though it is owned by the City.



Hotel Fox Partners or their managing entity will assume the liability for any conference
center operating deficits, removing the need for any public subsidy.



Rationale: A conference center that is the size that is needed to attract conferences that
are not currently coming to the Missoula market is larger than a private developer would
build because they do not cash flow.
Most conference centers of this size are publically owned and subsidized. This proposal
makes it possible to build a large enough conference center to expand the Missoula
market and use the tax revenues generated by the project to pay for the enlarged center
with no impact on the City General Fund

Public Parking
 Hotel Fox Partners will build a parking structure under the hotel/conference center of
approximately 400 spaces.


The City will purchase the parking structure from Hotel Fox Partners upon completion of
the project and will own the structure.



The source of the City’s financing to purchase the parking structure will be parking
revenue and additional TIF revenue bonds.



The City will enter into an agreement with the Missoula Parking Commission to manage
the parking.



All parking revenues in excess of the costs to manage the parking structure will be used
to pay the debt service on the bonds issued to pay for the parking.
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The parking structure will be operated as a public parking structure like the other
structures in the downtown with a combination of short term parking and lease spaces at
the same rates as the other structures operated by the Parking Commission.



The debt for the parking structure will be serviced by a combination of parking revenues
derived only from the parking under the hotel/conference center and TIF revenues.



Rationale: The desired development pattern for the entire Riverfront Triangle is
predicated on dense, mixed use development. This type of development requires parking
to be in structures rather than surface parking lots. Parking rates in the Missoula market
will not support the cost of building private structured parking; thus, the need for public
money to be used for the capital cost.

The basis for the parking market feasibility is a study conducted by international parking
consultant, Kimley-Horn Associates, specific to the major components of the overall Riverfront
Triangle project including the Hotel Fox and conference center. The study builds on and is much
more detailed than an earlier, more regional study sponsored by Providence, MRA and Missoula
Parking Commission. Collateral agreements negotiated between the Parking Commission, City,
and Hotel Fox will set in place processes and procedures for leasing and short-term parking
ratios, rates, hours, maintenance, etc.
A conservative financial analysis by MRA Staff and vetted with other City personnel, the
developer, and local lenders, demonstrates that the revenue generated by the combination of TIF
from the hotel/conference center, the new Stockman Bank building, along with revenue from the
parking structure is adequate to service the debt needed for the City to purchase the conference
space and the parking structure.
Master Development Agreement Default:
The primary default under the Master Development Agreement is failure to enter into the
collateral agreements. The final remedy is simple, the relationship between the parties dissolves.
Deadlines for the parties to enter into the agreements is being negotiated but will be within a
number of months with a recognition that items by their nature, such as final condominium
documents, could take a longer time.
Discussion and Recommendation:
After three decades of unsuccessful attempts using traditional transactions, a true private/public
partnership for this project was the basis for the original RFP as the best way to redevelop the
Fox Site with an appropriately designed project with uses that impact the entire community.
After several years of working with Hotel Fox, it is even more apparent that to achieve a
proposed redevelopment vision in a form that will dramatically change the downtown and urban
core as well as improve the overall Missoula economy, a close partnership relationship is crucial.
Staff believes that the current Master Development Agreement terms embody such a relationship
and fully represent the direction for urban renewal districts given by Montana Codes:
7-15-5208 A municipality, to the greatest extent it determines to be feasible in carrying
out the provisions of this part and part 43, shall afford maximum opportunity, consistent
with the sound needs of the municipality as a whole, to the rehabilitation or
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redevelopment of the urban renewal area by private enterprise. A municipality shall
give consideration to this objective in exercising its powers under this part and part 43,
including the formulation of a workable program; the approval of urban renewal plans
(consistent with the comprehensive plan or parts thereof for the municipality); the
exercise of its zoning powers; the enforcement of other laws, codes, and regulations
relating to the use of land and the use and occupancy of buildings and improvements;
the disposition of any property acquired; and the provision of necessary public
improvements. [Emphasis added - CB]
Staff further believes that the next major step in achieving the MRA’s long held vision for the
Fox Site is to enter into the Master Development Agreement and recommend the City do the
same. Therefore Staff recommends:
Motion 1: Approve the terms set out in the Dorsey Whitney Summary of Fox Site Master
Development Agreement and Collateral Agreements attached to this memorandum.
Motion 2: Direct Staff to complete negotiations and the drafting of the Master
Development Agreement pursuant to the approved terms, recommend the City Council
enter into the Agreement, and authorize the Board Chairman to execute the Agreement for
MRA.
Subsequent to the Master Development Agreement being approved, several of the collateral
agreements will be presented to the MRA Board for approval and City Council
recommendations.
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DISCUSSION DRAFT

MEMORANDUM
TO:

Board of Commissioners of the MRA

FROM:

Dorsey & Whitney LLP

DATE:

January 13, 2017

RE:

Summary of Fox Site Master Development Agreement and Collateral Agreements

This memorandum briefly summarizes the draft Fox Site Master Development
Agreement, as well as the various “Collateral Agreements” that the City, the MRA, the Missoula
Parking Commission, the Hotel Fox Partners and other stakeholders expect to enter into or
impose with respect to the development of the proposed hotel, public and private portions of the
conference center and a public parking facility (collectively, the “Project”), and related public
improvements and public infrastructure in the Riverfront Triangle (the “Public Improvements”).
Capitalized terms used and not defined herein have the meanings given in the Fox Site Master
Development Agreement (the “Master Development Agreement”).
I. Master Development Agreement
The Master Development Agreement is intended to provide a conceptual roadmap for
development of the Project and the Public Improvements, setting forth the Collateral Agreements
the parties expect to enter into as well as the undertakings that the parties agree must be satisfied
to proceed with the Project and the Public Improvements. The Master Development Agreement
highlights key business points expected to be included in each Collateral Agreement and
provides a general timeline for negotiation and execution of the Collateral Agreements and for
satisfaction of the undertakings.
The Collateral Agreements currently consist of the following:
•
•
•
•
•
•
•
•

Land Disposition Agreement (consisting of a Buy/Sell Agreement, Promissory
Note, Trust Indenture, Deed and an escrow agreement)
Conference Center and Parking Facility Development Agreement
Condominium Documents
Land Use Agreement
Conference Center [Lease and Use Agreement] 1
Parking Facility Management Agreement
Parking Facility Lease Agreement
Documents relating to the creation of the Development Area SID and sale and
issuance of the Development Area SID Bond
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This agreement may take the form of a lease, a management agreement or a combination lease and use agreement.
MRA staff are reaching out to Jim Nugent to determine if there is a preference from the City’s perspective.
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The Master Development Agreement provides that all Collateral Agreements are to be
executed within [6] months after execution of the Master Development Agreement, subject to a
[3] month extension by mutual agreement of the parties, and all Collateral Agreements are
expected to be executed on or as of the same date.
Because the Master Development Agreement is intended to lead to execution of the more
detailed and substantive Collateral Agreements, the remedies in the Master Development
Agreement are relatively few and straightforward: in the event of default, the non-defaulting
party may suspend its performance under the Master Development Agreement, cancel and
rescind the Master Development Agreement, or take no action if the defaulting party timely
provides satisfactory written assurances that the default will be timely cured. The Collateral
Agreements will provide for more detailed default language and substantive legal and equitable
remedies.
Once all Collateral Agreements are executed and all undertakings set forth in the Master
Development Agreement are satisfied, the Master Development Agreement will be largely
supplanted by the Collateral Agreements and the parties will be governed by their rights and
obligations under the Collateral Agreements.
II. Summaries of the Collateral Agreements.
Summaries of the Collateral Agreements are set forth below.
A. The Land Disposition Agreement.
The City and the Developer intend to execute the Land Disposition Agreement,
consisting of a Buy/Sell Agreement, Deed, Promissory Note, Trust Indenture and an escrow
agreement. Pursuant to the Buy/Sell Agreement, the Developer will purchase the Fox Site from
the City for a purchase price of $2,300,000, which will be paid over time in accordance with the
Promissory Note. The Promissory Note will bear interest at the applicable federal rate (AFR) in
effect on the date that the Fox Site is conveyed to the Developer (the “Conveyance Date”), will
mature on the fifteenth anniversary of the Conveyance Date, and will be subject to prepayment
without penalty at any time and from time to time, in whole or in part, at the option of the
Developer. Until the 5-year anniversary of the Conveyance Date, the Developer will make
semiannual payments of interest only. On the 5-year anniversary of the Conveyance Date, the
Developer will pay equal semi-annual payments of principal and interest sufficient to provide for
the amortization of all principal and interest under the Promissory Note not later than the 15-year
anniversary of the Conveyance Date. In exchange for the Promissory Note and the security
provided by the Trust Indenture, the City will convey the Fox Site to the Developer by the Deed.
The Developer currently intends to transfer to the City a portion of the Providence Site in
the block bounded by West Broadway, Orange Street, West Front Street and Owen Street to be
developed as a parking structure. The actual conveyance of fee title to the undeveloped property
would be subject to subsequent City Council approval. In the event the City Council approves
the conveyance of such property by the Developer to the City while the Promissory Note is
outstanding, the value of the transferred property, as determined by an appraisal to be conducted
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prior to transfer, with such value being subject to a maximum per square foot price or other
valuation formula to be set forth in the Land Disposition Agreement, would be credited as a
principal payment against the Promissory Note and the outstanding principal of the Promissory
Note would then be reamortized at the AFR over the then-remaining term of such note in equal
semi-annual installments of principal and interest.
On the date all Collateral Agreements are executed, the Promissory Note, Trust Indenture
and Deed will go into an escrow governed by the escrow agreement, to be released from escrow
substantially simultaneously with the later of the Developer’s closing on its construction
financing for the Project or the issuance of all building permits by the City with regard to the
Project. Once released from escrow, the Deed and Trust Indenture shall be recorded in the real
property records of Missoula County, Montana and the Promissory Note will be delivered to the
City. Conditions to closing on the Land Disposition Agreement will include the requirement that
all Collateral Agreements are negotiated, executed and delivered.
The Deed is expected to reserve all necessary utility easements and easements allowing
public access to the riverfront trail, along the river, in the Front Street Right of Way, and such
other public access easements as are reasonable and appropriate. In addition, the Deed is
expected to reserve to the City an option to purchase the Fox Site and all improvements thereon
at fair market value on the [75th] anniversary of the Closing Date. Any other appropriate
reservations should be considered now.
B. Conference Center and Parking Facility Development Agreement.
Pursuant to the Conference Center and Parking Facility Development Agreement, the
Developer will agree to construct the Project, including the Parking Facility and City Conference
Center Unit. The Conference Center as a whole is expected to include approximately 39,000
square feet, and will be divided into two (or more) condominium units, with approximately
10,000 square feet to be owned by the Developer (the “Private Conference Center Unit”) and
approximately 29,000 square feet to be owned by the City (the “City Conference Center Unit”).
•

The City Conference Center Unit. The City will agree to purchase the City
Conference Center Unit from the Developer following substantial completion of
the Project for a purchase price equal to the lesser of $6,525,000 ($225/square
foot) or the actual cost of constructing the City Conference Center Unit, subject to
the City’s ability to issue the TIF Bonds to fund the purchase price and other
terms and conditions set forth in the Conference Center and Parking Facility
Development Agreement. The Developer acknowledges and agrees that no
money or credit of the City is available to fund the purchase price of the City
Conference Center Unit other than proceeds available from the TIF Bonds and if
the City is not able to issue such TIF Bonds in the aggregate amount of such
purchase price, the City will be unable to pay such purchase price. The TIF
Bonds allocated to the purchase price of the City Conference Center Unit are
expected to be issued on a taxable basis.
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•

The Parking Facility.
o The City will agree to purchase the Parking Facility from the Developer
following substantial completion of the Project for a purchase price equal
to the lesser of $8,800,000 or the actual cost of constructing the Parking
Facility, subject to the City’s ability to issue the TIF Bonds and the
Parking Facility Revenue Bonds to fund the purchase price and other
terms and conditions set forth in the Conference Center and Parking
Facility Development Agreement. The Developer acknowledges and
agrees that no money or credit of the City is available to fund the purchase
price of the Parking Facility other than proceeds available from the TIF
Bonds and the Parking Facility Revenue Bonds and if the City is not able
to issue such TIF Bonds and Parking Facility Revenue Bonds in the
amount of such purchase price, the City will be unable to pay such
purchase price. All or a portion of the TIF Bonds allocated to the Parking
Facility and/or the Parking Facility Revenue Bonds may be issued on a
taxable basis.
o The purchase price of $8,800,000 is based on the Parties’ estimate that the
Parking Facility will include 400 spaces and will cost approximately
$22,000 per space to construct. In the event that the Developer
demonstrates to the City’s satisfaction that actual construction costs per
space are materially higher, the number of spaces to be constructed in the
Parking Facility and/or the purchase price may be adjusted (provided that
the purchase price is not to exceed $8,800,000), and/or the Developers
may build 400 spaces and, with the consent of the City, apply the dollar
amount by which the cost of constructing such 400 spaces exceeds
$8,800,000 to purchase and own a portion of the underground parking
structure contiguous to the City-owned Parking Facility.

The parties’ obligations under the Conference Center and Parking Facility Development
Agreement are expected to be subject to certain conditions, including requirements that the other
Collateral Agreements are negotiated and executed and a requirement that the parties receive
from the Montana Department of Revenue an estimate of the amount of taxable value to be
generated by the Project. The Developer will also be required to demonstrate financial
commitments reasonably acceptable to the City and the MRA in an aggregate amount sufficient
to complete the Project at a cost of not less than $[__________]; to pay Prevailing Wages with
respect to all work on the City Conference Center Unit and the Parking Facility; and to follow a
procurement process acceptable to the City with respect to all work on the City Conference
Center Unit and the Parking Facility.
C. Condominium Documents. Pursuant to the Condominium Documents, the Developer
will condominiumize (at a minimum) the Hotel Fox Building, the City Conference Center Unit
and the Parking Facility, and will convey fee title to the City Conference Center Unit and the
Parking Facility unit to the City after payment of the respective purchase prices. The
Condominium Documents are expected to provide that the Hotel Fox Building Condominium
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Unit, the City Conference Center Unit, and the Parking Facility are to be maintained for use as a
hotel, a conference center, and a parking facility, respectively, and to provide for a process by
which the uses of the condominium units can be changed by agreement of the Parties.
D. Conference Center [Lease and Use Agreement]. Pursuant to the Conference Center
[Lease and Use Agreement], the Developer will [lease and manage] the City Conference Center
Unit for a term of [25] years.
The Developer will be entitled to all revenues derived from operating the City
Conference Center Unit and will be responsible for all costs, expenses and obligations relating to
the City Conference Center Unit, except as expressly provided in the [Lease and Use
Agreement], including special assessments related to the Development Area SID Bond, all utility
payments, and all routine repair and maintenance of the City Conference Center Unit.
The City will be responsible for all or a portion of the costs of non-routine repair and
maintenance of the City Conference Center Unit, including costs of maintenance of the structural
components of the City Conference Center Unit, including the foundations, bearing walls,
flooring, subflooring, ceiling, roof, electrical, plumbing and sewage systems, all as more
particularly set forth in the Conference Center [Lease and Use Agreement].
The City Conference Center Unit must be made available for a minimum of 12 days per
year for community events, to be determined by the Mayor, at a cost equal to the Developer’s
operating cost for such event, with 6 months’ advance notice of such events (or shorter notice if
agreed to by the Developer) and subject to space being then available. Community events are
expected to be for the benefit of local nonprofit organizations, unless otherwise agreed by the
Parties. In addition, the City Conference Center Unit must be made available by the Developer
to other local hotels for other local hotels’ events with 6 months’ advance notice of such events
and subject to space being then available.
E. Parking Facility Management Agreement. The City and the Missoula Parking
Commission (MPC) will enter into this agreement, pursuant to which MPC will manage the
Parking Facility as a public parking facility.
F. Parking Facility Lease Agreement. Pursuant to this agreement, the Developer will
lease parking spaces in the Parking Facility in a number and manner that will not threaten or
endanger the tax-exempt status of any TIF Bonds or Parking Facility Revenue Bonds issued on a
tax-exempt basis and that will preserve the status of the Parking Facility as a public
improvement. Providing parking for the Conference Center, including the City Conference
Center Unit, will be a central reason for the lease of parking spaces to the Developer.
F. Land Use Agreement. The City and the Developer shall negotiate, execute and
deliver the Land Use Agreement, which will be recorded in the real property records of Missoula
County against the Development Area. The Land Use Agreement will contain certain
restrictions and obligations with respect to the Development Area and intended to run with the
land, including requiring the Developer to: meet certain requirements of Development Services
with respect to the Project; design of the Project, Additional Phases of the Development and any
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later-constructed improvements on the Development Area; and continued operation of the
Conference Center as a conference and event center.
G. Development Area SID and Public Improvements. Following receipt from the
Developer of a petition signed by 100% of the owners of property to be included within the
Development Area SID, or, if necessary, pursuant to the SID protest process, the City will seek
to create the Development Area SID. The boundaries of the Development Area SID will be
coterminous with the Development Area. If the Development Area SID is created, following its
creation and receipt of bids for the Public Improvements, the City will use its commercially
reasonable efforts to sell and issue the Development Area SID Bond, the proceeds of which will
be used to pay the costs of the Public Improvements and incidental costs, including costs of
funding a deposit to the City’s special improvement district revolving fund, funding a district
reserve, if necessary or desirable, and costs of creating and administering the Development Area
SID and issuing the Development Area SID Bond.
Business points requiring resolution with respect to the Development Area SID include
whether the Developer will construct the Public Improvements and responsibility for payment of
amounts to be assessed against Parking Facility and City Conference Center Unit.
III. Undertakings
The Master Development Agreement also outlines and provides deadlines for various
undertakings necessary for the development of the Project, including zoning changes, street
vacations, lot line adjustments, and delivery and approval of final plans and specifications.

6

Fox Site Background Paper 2017
The intent of the paper is to provide historical and geographical information and some of the
current conversations regarding the Fox Site. It also provides some background for some of
recent Fox Site discussions and actions including the Hotel Fox approval process and the current
development agreement process.
Site History:
Prior to Montana’s becoming a state, the north bank of the Clark Fork River was about 25 feet
south of the current Front Street sidewalk and Front Street itself may have been part of the
original route from Fort Benton to
Washington, the Mullan Road. Starting
around 1895, as the core of Missoula
developed a few hundred feet to the east
along Higgins Avenue, the land that
eventually became the Fox Site was used
as the general city garbage dump. By the
1920s, the site began to be used as a
designated landfill for household and
road construction waste as well as where
the remnants of several large buildings
that had been destroyed by fire were
hauled such as the top several floors of
the Hammond Building and first two
iterations of the Florence Hotel.
During the late the 1920s, the City began formally filling in the riverfront area for construction
of a civic center. Last recorded references of the civic center were in the mid-1930s when the
State of Montana built the Orange
Street Bridge splitting the area of the
hoped for center. The filled area of the
Fox Site south of the platted lots along
Front Street (130 feet from Front Street
R-O-W) was donated to the City by the
McCormick family in 1938. During
the late 1930s a vehicle repair and fuel
station was constructed on the corner of
Front and Orange that would become a
convenience store with fuel in the
1960s (SuperAmerica then Holiday in
the 1990s). The Fox Theater building
opened in December 1949, as a 1,050
seat motion picture venue. The building that would become the original Mustard Seed
140 West Pine Street Missoula MT 59802 phone 406.552.6160 fax 406.552.6162 email mra@ci.missoula.mt.us
www.ci.missoula.mt.us/mra

Restaurant was built immediately after the theater using two of the theater walls as its primary
structural support.
The Fox Theater Company’s successor, Mann
Corporation, consolidated some remaining
disputed land adjacent to the theater parcel and
donated the theater and its other land holdings
to the City in 1984. As the property was within
the relatively new downtown urban renewal
district the City Council asked MRA to market
the property for re-use or new development. In
1990, after finding no viable developer with
two nationally advertised request for proposals,
major roof damage, and increasing vandalism
(including two arson fires) the City Council
directed MRA to demolish the theater structure while preserving the Mustard Seed building.
Nearly a decade and two additional RFP marketing campaigns later, it was apparent that even
developers with the best intentions and history of obtaining development financing could not
redevelop the parcels offered by the City while retaining the riverfront area for the public. This
was due to the presence of the former landfill, poor access to and visibility of the parcels from
Front Street, City and public expectation of the impact the development should have, and the
high cost of underground parking to make the site viable.
To make the site more financially attractive to developers by alleviating access and parcel
configuration problems, the City, through MRA, negotiated purchase agreements with the
Holiday Store and Mustard Seed
Restaurant owners while they were
both contemplating moves to other
areas of town. After acquisition in
2000, both structures were removed
by MRA. Over the next few years,
several more developers, including a
proposed public performing arts
center, were ultimately unable to
affordably overcome the other issues.
In 2005, with direction from the City
Council, MRA removed all of the
soil and former dump material to the
depth of native soils then replaced it with clean soils that were compacted to densities consistent
with construction of large buildings. No toxic or contaminant materials were found in removing
the dump. Unfortunately, in part due to major national economic turmoil, two subsequent RFP
efforts were unable to discover developments that, in the opinion of MRA and City Council,
utilized the site to its potential given its location and importance to downtown and community.
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The City-Owned Property:
The current Fox Site is made up of the four previous ownerships described above: The Fox
Theater parcels, the 1938 McCormick property (riverfront and Owen Street), the former Holiday
property, and the former Mustard Seed parcel. After removing the former City dump in 2005,
the overall site was replatted. There are currently four basic tracts in the Fox Site (map
attached). Two of them (Parcel 3 and Owens Street) are intended as utility corridors and to
maintain some kind of permanent public access to and along the riverfront. The two developable
tracts are each composed of one larger parcel and several lots. The lots represent the original
platted lots along Front Street and the large parcels are divisions of previously unplatted, former
landfill land closer to the river. The tracts were set up to allow some east-west alteration of the
boundaries separating them to correlate with the development needs of each tract once they were
known. For planning purposes the tract at the corner of Orange and West Front Streets is called
"Tract 1" and the tract to the west that abuts Owen Street is "Tract 2". Tract 1 is approximately
43,285 square feet and Tract 2 is approximately 34,038 square feet.
The replatted area was the subject of a 2008 appraisal which found the value to be just under $3
million. That appraisal was conducted at the peak of the real estate boom just before the
“bubble” burst leading to the 2008-2011 recession. After falling in value between 30 – 50
percent during the recession (according to comments from several local appraisers) an appraisal
conducted in 2016 by the original appraiser indicates a value of $2,300,000.
Developer Interest:
Since 1984, the City’s intent for the property has been for private, taxpaying redevelopment that
meets a community need or market deficiency. Through MRA, the City has issued seven
requests for proposals efforts for the various parcel configurations at the Fox Site. Over that
time, literally dozens of private developers have tried to put together projects for the site that
both made financial sense for themselves and met the City’s design goals for the downtown
riverfront and general hopes that the development would help address a community need in
Missoula at the time. The ideas have been far-ranging and creative including a giant Ferris
wheel, rest homes and assisted living for seniors to hotel complexes, a fully “off the grid”
brewery using onsite chicken residue for power, office complexes, and public uses such as a
performing arts center. Not including the performing arts proposal which ended up as a different
kind of process, three potential developers (including the current Hotel Fox proposal) responding
to RFPs have been granted the right to negotiate a development agreement for the site. Each of
the previous ideas evaporated due to the interrelated issues laid out above: not meeting City
goals that were stated in Requests for Proposals, problems in obtaining project financing, or the
high cost of developing at that particular site due to many obstacles such as poor access and
requirement for underground structured parking.
Land Cost and Equity Financing: The most difficult problem any private, public, or non-profit
developer encounters in trying to put together a project budget is land cost. This is because there
is an exponential net reduction in financing capacity as paying for land upfront uses money that
can be used as equity. Land can be used as equity but as the value of land and price come closer,
the less value it has for equity accumulation. In the current financing market, especially with
large developments considered risky in any way (particularly in markets like downtown
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Missoula), equity becomes even more important (equity in the current economy for a hospitality
project may be 40% or more). The general offset for land costs is to make the project much
smaller recalling the multiplier effect of traditional equity financing. Recognizing this, State
urban renewal statutes allow more ways to delineate public benefit (described below). However,
there are several ways the land cost/initial equity issue can be dealt with and the Hotel Fox
partners understand that those discussions will occur during the early part of the development
agreement negotiations and are willing to find solutions.
Master Plans: Both the Riverfront Triangle Master Plan (not formally adopted in 2003 but is
the basis for the current special zoning district) and adopted Downtown Master Plan describe the
general amenities and constraints of each tract from a marketing perspective including access to
the site; proximity to amenities including the river, parks, trails, shopping; views; nearby arterial
streets and Interstate; neighborhood employment generators; etc. Constraints impacting the cost
of development of the Fox Site include: topography, zoning and parking requirements, needed
utilities, poor access to the interior of the site, etc. Both plans call for dense, multi-use
developments that recognize the amenities through superior design and construction materials. It
is likely that zoning will have to be adjusted to meet Downtown Master Plan recommended
densities and building heights but a must be found to maintain design standards and other
specific requirements found in the current zoning
Law on Process: There are several laws that guide disposal of municipal property in an urban
renewal area and include 7-15 4262 – 4264 M.C.A. The section of urban renewal law most
relevant to the beginning of the development agreement negotiation process is probably 7-154262 shown below. Others governing items eligible for TIF assistance and the manner which
those dollars can be spent will be given to the Working Group as those subjects come up.
7-15-4262. Disposal of municipal property in urban renewal areas. (1) A municipality
may:
(a) sell, lease, or otherwise transfer real property in an urban renewal area or any interest
therein acquired by it for an urban renewal project for residential, recreational, commercial,
industrial, or other uses or for public use and enter into contracts with respect thereto; or
(b) retain such property or interest only for parks and recreation, education, public
transportation, public safety, health, highways, streets and alleys, administrative buildings,
or civic centers, in accordance with the urban renewal project plan and subject to such
covenants, conditions, and restrictions, including covenants running with the land, as it
may deem to be necessary or desirable to assist in preventing the development or spread of
blighted areas or otherwise to carry out the purposes of this part.
(2) Such sale, lease, other transfer, or retention and any agreement relating thereto may be
made only after the approval of the urban renewal plan by the local governing body.
(3) Such real property or interest shall be sold, leased, otherwise transferred, or retained at
not less than its fair value for uses in accordance with the urban renewal plan. In
determining the fair value of real property for uses in accordance with the urban renewal
plan, a municipality shall take into account and give consideration to the uses provided in
such plan; the restrictions upon and the covenants, conditions, and obligations assumed by
the purchaser or lessee or by the municipality retaining the property; and the objectives of
such plan for the prevention of the recurrence of blighted areas. [Emphasis added - CB]
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(4) Real property acquired by a municipality which, in accordance with the provisions of
the urban renewal plan, is to be transferred shall be transferred as rapidly as feasible, in the
public interest, consistent with the carrying out of the provisions of the urban renewal plan.
Development Agreement:
In general, MRA’s traditional development agreements set forth the duties, responsibilities
and other actions of each party and schedules for the actions to occur. They also describe
what constitutes a violation of the agreement and how they are rectified including
termination of the agreement. Examples of items to be contained as part of the basic
agreements would include:


A schedule of actions by the Developer, MRA, City of Missoula including land valuation
and transfer, design and construction of the building(s), construction of a conference center.



Construction employee wages being based on Montana Prevailing Wage Rates for items
covered by TIF assistance.



Compliance with State and local civil rights and affirmative action statutes and policies.



Various insurance policies for worker injury, fire, liability, etc.



A schedule of site development work to be undertaken including review and approval of:
o Preliminary design, site layout, and cost estimates and other City actions
o Final design, site layout, and cost estimates
o Final financing commitments and evidence of equity capital as may be needed
o An estimated construction schedule
Description and scheduling of design and receiving permissions for any transportation
changes and improvements within and related to the overall project site.



In exchange for TIF assistance, MRA often negotiates other reasonable public benefits over and
above standard City and State requirements for building and site work. Like any items in an
agreement, these must be tangible, verifiable, and reasonable for both parties. For the proposed
development those might include treatment of the adjacent riverfront and trails, public access
through the site, site layout, exterior design of buildings on the site, verify agreed upon uses, etc.
A development agreement can be used to direct that certain actions occur which may have longer
terms than completion of construction such as easements. The Fox Site development agreement
will be built around the above concepts but be customized to incorporate the extremely complex
nature of the proposed development. The Development Design Criteria included in the 2011
Request For Proposals (attached) are intended to be used to guide the review of developer
submitted documents and designs.
Hotel Fox Project:
The 2011 RFP process in which the Hotel Fox concept was accepted focused more on
respondents’ development history, ability, vision, and understanding of the site and community
rather than emphasizing site and building designs typical of the previous RFPs for the site. The
2011 RFP set out a process that sought to find a “partner” for the MRA and City to work with for
a specified time, to form a development agreement that defines site and building design as the
selected respondent conducts more in-depth market studies to refine uses and design needs, finds
capital investors and lenders, and works through other required processes such as zoning and
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needs such as upgrading infrastructure and provision of parking.
At its December 5, 2011 meeting, the City Council granted the Hotel Fox, LLC a one year
exclusive right to negotiate a development agreement for the City-owned Fox Site at the corner
of Orange and Front Streets in the Riverfront Triangle Urban Renewal District. Several weeks
later, an Interim Agreement between Hotel Fox and MRA was executed which includes
outcomes, schedules and responsibilities that the City Council and MRA Board indicated were
important. Recognizing Hotel Fox’s substantial progress and major expansion of the project and
conference center (pursuant to a request by Mayor Engen), on January 14, 2013 and again on
January 13, 2014, the City Council extended the term of the Agreement by one year. On June 8,
2015, the Council approved another extension (until 2017) with the understanding that a series of
new tasks would be undertaken by the developer.
As mentioned above, the developer’s planning efforts expanded by finding the owner of several
acres of adjacent land would discuss selling for a larger development. The size of the proposed
conference center plan more than doubled when Mayor Engen asked Hotel Fox to explore the
feasibility and site location of a much larger conference and meeting center in conjunction with
the hotel development. The Mayor’s goal for the larger conference center was to augment other
local hotel businesses and create a significant new source of economic energy in the downtown
and the community.
In 2013, an area-wide parking study sponsored by MRA, the Parking Commission, and
Providence Health and Services/St. Patrick Hospital was completed. Providence followed up
with an expanded parking analyses focused on its properties along with an internal strategic land
use planning process. Providence’s efforts led to its allowing the Hotel Fox developer to present
a variety of development scenarios that developed the Riverfront Triangle west of Orange Street
including addressing future parking needs in the overall neighborhood.
In early 2014, the MRA, Downtown BID, Tourism BID, and Missoula Downtown Association
partnered with Hotel Fox to engage CSL International, a highly regarded conference and
convention center marketing consultant, to conduct a focused study of Missoula and the
surrounding region to determine the feasibility and potential economic impact of a major
conference center in downtown Missoula. After extensive research, CSL found that a regional
conference center was both feasible and marketable but only if it were built adjacent to a large
hotel and located in proximity to amenities such the riverfront, trails and parks, shopping,
additional hotels, and entertainment. The study also found that, like nearly all conference and
convention centers in the United States, there it would likely endure annual operating loss or at
best break even, while creating excellent benefits to downtown businesses and the community.
The Hotel Fox project has grown from hoping that a private project of the Fox Site would act as
a catalyst for additional redevelopment of the area to a potential major community resource in a
conference center and a master planned commercial and residential development of much of the
Riverfront Triangle area. To date, Hotel Fox has expended hundreds of thousands of dollars on
plans and studies, has purchased one parcel and has negotiated acquisition of several acres with
Providence to bring forward a plan for a complete redevelopment of the Riverfront Triangle and
is fully committed to completing a “game-changing” project in downtown Missoula.
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The picture above and the attached plan view are conceptual drawings of the overall
development. The Fox Site in the lower left hand section includes a 200+ room hotel and a
conference center with approximately 25,000 – 27,000 square feet of usable space (along with
nearly the same amount of space for “back of house” services, banquet kitchens, storage, etc.),
two floors of parking, along with retail, restaurant and entertainment space.
In addition to the proposed Fox Site development:
 The block immediately north (surrounded by Broadway, West Front, Orange and Owen
Streets and sometimes called the “Chicken Block”) is anticipated to include a parking
structure surrounded by retail and offices (and perhaps residential) uses including a
relatively large retail space along Orange Street, mixed use buildings with smaller retail
and office uses, and perhaps some residential uses.
 The triangular shaped block west of the “Chicken Block” (at the top right hand area) plus
some of former West Front Street is conceptualized as an office building for medical or
other use.
 A public plaza leading to the river front trail is intended at the current Owen Street south
of West Front Street between the Fox Site and proposed office or residential riverfront
area to the west.
 The land south of current West Front Street and west of the plaza along the river is
intended for a variety of dense residential uses
 An office building could be located between the Hotel Fox and the residential uses to the
west or the area could other be additional residential.
 West Front Street would be vacated and partially used for the medical office building
with the remainder used as a public pedestrian and bicycle greenway.
 The concept of a bicycle/pedestrian bridge between the Fox Site and McCormick Park
has been discussed for many years and is shown in order to remain in the vision although
it is not part of the current site planning due to cost.
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The Fox Site Development Agreement
The original “project” has expanded from a hotel/restaurant/retail facility solely on the Fox Site
to an interrelated development of several city blocks that may include a regional conference
center, a variety of commercial and retail uses, and a range of housing types. The larger project
will have requirements by a variety of jurisdictions for actions at the Fox Site as well as those for
the greater development. Some of those may be appropriate for the Fox Site development
agreement and others will be inappropriate. As a result of the many jurisdictions, separate
actions, legal relationships, etc., the Fox Site development agreement will be an “umbrella”
agreement that creates a relationship between the developer, City, and MRA, then describes a
number of related or corollary agreements and actions that specifically address those other
concerns. Failure by either party to perform the required actions or to execute the corollary
agreements could terminate the development agreement and relationship. As the other
agreements are implemented and actions completed, the role of the development agreement will
diminish and disappear.
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