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THE NEW WASHINGTON CONVENTION
CENTER

WEDNESDAY, JULY 15, 1998

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE DISTRICT OF COLUMBIA,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 11:10 a.m., in room
2154, Rayburn House Office Building, Hon. Thomas M. Davis
(chairman of the subcommittee) presiding.

Present: Representatives Davis, Morella, Horn, and Norton.

Also present: Representative Moran.

Staff present: Peter Sirh, staff director; Trey Hardin and Anne
Mack, professional staff members; Ellen Brown, clerk; and Jon
Bouker, minority counsel.

Mr. Davis. Good morning. The hearing will come to order.

Today this subcommittee continues its review of the project to
bring a new, more spacious, state-of-the-art convention center to
the Nation’s Capital. In 1995, the Congress and the President en-
acted legislation which enabled the District of Columbia and the
Washington Convention Center Authority to go forward with its
part of the costs associated with the development of both the MCI
Center at Gallery Place and to begin studies for a new convention
center. The MCI Center has proven to be a spectacular success,
and I am very proud of the role this subcommittee played in mak-
ing that project possible.

Now it is time for Congress to close on a new convention center
so it too may open and help to generate the needed jobs and reve-
nue for the city.

Because of the hard work done by the WCCA, City Council, the
Control Board, the National Capital Planning Commission and
community leaders, Congress is now in a position to move the
project one step closer to completion. Under ideal circumstances
planning and construction of a convention center marks an impor-
tant new phase in the life of a metropolitan region. Three years
ago, when we started down this road, it was not the best of times
for the Nation’s Capital. Today things are different. Not only have
we made substantial progress in restoring economic stability and
prosperity to the city, I am convinced that projects such as the MCI
Center itself has been a positive element in the city’s continuing re-
covery. The MCI Center is a dynamic attraction in the center of the
city and I believe the new convention center will only enhance the
economic and cultural renaissance of downtown Washington.

(1)
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I want to thank my colleagues and the ranking member of the
subcommittee, Eleanor Holmes Norton, for her leadership in help-
ing to advance these projects. It was her legislation in 1995, which
I was proud to cosponsor, which moved along both the arena and
convention center. It was my view then and it is still my opinion
that both of these projects are of enormous significance not only to
the District of Columbia but to the entire metropolitan region.

The City Council legislation under review has been approved by
the Control Board after its own careful analysis. It is good to see
all parts of the District government working together so construc-
tively. The Control Board is empowered to approve or disapprove
all city borrowing. They must sign off on the financial package, and
after reviewing information from proponents and opponents of the
project, they have unanimously approved the project. The Control
Board has in effect reported to Congress that all aspects of the
project, including borrowing and costs, are compatible with the best
interests of the city. This judgment has great credibility.

We also have a positive analysis of the financing package and
dedicated revenue stream by the General Accounting Office,
charged by this subcommittee to review the project. In addition, we
have the report of the General Services Administration indicating
that acceptable industry practices were followed by WCCA in prep-
aration of the financing package.

The convention center legislation the Congress passed in 1995
was very tightly drawn. At the time the city was already collecting
an additional tax on hotels and restaurants. This special tax was
dedicated to paying the operating subsidy for the current conven-
tion center and paying expenses associated with developing plans
for a new convention center. It was expressly written into law that
before the city could move into the construction phase that addi-
tional congressional action would be necessary. That is where we
are today. Take information on this, digest the information and
move accordingly.

The convention center project is thus made possible by dedicated
taxes and is run by a semi-autonomous entity, the Washington
Convention Center Authority. In 1996, a newly formed Washington
Convention Center Authority began investigating the possibility of
constructing a new convention center facility. That process resulted
in selection and approval by the National Capital Planning Com-
mission and the City Council of the present site north of Mount
Vernon Square.

I agree with those who have characterized the new convention
center as being absolutely essential to the revitalization of the Dis-
trict’s economy. After years of planning and preliminary review,
local officials have decided to proceed with construction of a bigger
and better convention center north of Mount Vernon Square. While
the subcommittee is cognizant of the fact that there continues to
be an element of concern expressed by some within the community
regarding the adopted site or facility design, the subcommittee also
recognizes and respects the role that the Congress should play in
this process. It never was, and it is not now, within the proper pur-
view of the subcommittee to determine an appropriate site or de-
sign for the new convention center. The purpose of this hearing is
to review the legislation enacted by the City Council and approved
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by the Control Board, and to consider congressional legislation to
authorize the WCCA to issue bonds and waive the 30-day waiting
period for Council enactments to go into effect.

By building a state-of-the-art facility, tourism in the national
capital region will be substantially enhanced. The hospitality in-
dustry is the largest private sector employer in Washington. It oc-
cupies a vital place in our regional economy. The current conven-
tion center is no longer in a position to make a sizable contribution
to the local economy as it once did. A new convention center will
provide much needed jobs for the city and an increase in locally
generated revenue. It will boost the morale of the entire region.

Every large association should have the Nation's Capital as a
stop on its regular schedule of annual meeting sites. The size of the
current convention center is too small for such important associa-
tions as the American Heart Association, the American Booksellers
Association, the International Association of Amusement Parks,
and many others. This loss of business is a blow to the entire na-
tional capital region. If we can reverse this trend, it follows that
the ripple effect will help the tourism industry from Fairfax to
Montgomery Counties.

Hotel operators in Tyson’s Corner and Falls Church tell me that
their occupancy rates are higher than normal when there is a large
convention in the city. The vendors servicing the current conven-
tion center are located throughout the greater metropolitan area,
and the jobs produced help the region as a whole.

I look forward to hearing the testimony of all the witnesses
today. They have an important story to tell. We have a number of
questions for them to clarify and to get on the record. A new con-
vention center will not only be good for the city and the region, but
for our entire Nation. The project embodies the energy, vitality and
the community spirit that makes our Nation’s Capital a truly great
American city.

I would now yield to Delegate Norton, the ranking member of the
committee, for an opening statement.

Ms. NORTON. Thank you. I want to thank Chairman Tom Davis
for scheduling this hearing for the specific purpose of taking testi-
mony on whether to authorize legisiation required before the Wash-
ington Convention Center Authority may issue bonds to finance the
construction of a new convention center and whether to waive the
30-day congressional holdover period for the D.C. City Council leg-
islation approving financing of the convention center.

This hearing is not an oversight hearing or a reprise of the ex-
tensive City Council hearings on the convention center but is ad-
dressed to a narrow set of financial issues required by law before
the District may issue bonds.

This bill is an amendment to the District of Columbia Conven-
tion Center and Sports Arena Authorization Act of 1995. The MCI
Arena included in the original bill was quickly constructed and is
already bringing additional jobs and revenue to District residents
and revitalization of downtown, as anticipated from both projects.
The convention center amendment is unusual because it arises
from a proposal by the hotel and restaurant industry for taxes on
their own industry that would not have been available to the city
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for any other purpose. The proposal was made at a time when the
city’s need for revenue and jobs has been especially pressing.

In every other city in the United States, this matter would not
come before any but the local city council. Unfortunately, unlike
every other city, the District does not have legislative and budget
autonomy and therefore cannot spend its own funds unless author-
ized by the Congress.

In a local jurisdiction, a local convention center, including its lo-
cation, size, and similar matters, are quintessentially local matters,
and, in keeping with our long home rule tradition, this subcommit-
tee will continue to honor the home rule decisions of the District’s
elected officials. I appreciate that Chairman Tom Davis has treated
the local convention center as a matter for the local elected officials
to decide, except insofar as charter issues involving congressional
absence are necessarily raised. Extensive hearings in the City
Council have been held on the underlying issues, and there was an
informed and vigorous debate by members of the City Council, who
received testimony and debated all of the issues thoroughly before
they voted. The D.C. City Council deserves great credit for carrying
out its duties in the way a responsible legislature should, leaving
no stone unturned in an exhaustive debate.

Today, as required, we will receive an independent evaluation of
the financial and technical aspects of the project from representa-
tives of the General Accounting Office and the General Services
Administration, as well as testimony from the appropriate local of-
ficials, Mayor Marion Barry, City Council Chairman Linda Cropp
and Dr. Andrew Brimmer, chair of the D.C. Financial Responsibil-
ity and Management Authority.

I welcome all of today’s witnesses and look forward to hearing
from each of them.

Thank you, Mr. Chairman.

Mr. DaAvis. Thank you.

Mrs. Morella, would you like to make a statement?

Mrs. MORELLA. Yes, I would. I also want to commend you for
holding this important hearing on the new Washington Convention
Center. The effort to build a new convention center in the District
of Columbia has strong bipartisan support and has created unity
within the local congressional delegation. Economists as well as
government officials agree that a new convention center will be
good for the economic vitality of the District. Washington, DC has
many assets, and it is understandable that the Nation’s Capital is
considered one of the most desirable locations for conventions. It
hosts the Federal Government. It is home to many fine colleges and
universities. It is a cultural hub with many great museums and
theaters. More than 21 million visitors travel from every part of
the country to the District.

The present convention center, however, has been too small to
accommodate some conventions and trade shows. Consequently,
over the past several years the District has lost millions of dollars.
A new and more spacious convention center is needed. This center
will attract new businesses, will help to revitalize the downtown
area, will generate significant tax revenue and employment oppor-
tunities for the District and its residents.
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While I am sensitive to the concerns of those who oppose the con-
vention center site, I am satisfied that the decision was appro-
priately made at the local level by the City Council and approved
by the Control Board. I congratulate the Control Board for support-
ing the new convention center and for making decisions that will
expedite the project.

It is now our job in Congress to put a stamp of approval on this
project and to expedite legislation to allow the Washington Conven-
tion Center Authority to issue bonds.

Mr. Chairman, I well remember that 3 years ago we expedited
and approved legislation for a new sports arena. The MCI Center
has brightened and revitalized the old downtown area of the Dis-
trict, new restaurants have sprouted up and funky art galleries dot
the area. I expect that the new convention center will add to the
economic vitality of the city. I look forward to hearing the testi-
mony from our expert witnesses today to better understand the fi-
nancing plan for this important project which I believe will help
the District and the region develop a strong economy.

Thank you, Mr. Chairman, for holding this important hearing.

Mr. Davis. Thank you very much. I see my colleague from north-
ern Virginia, Mr. Moran, has joined us. Welcome, Jim. Do you have
an opening statement?

Mr. MoORAN. Thank you, Tom. I gather Mrs. Morella thinks funky
art galleries are a positive economic signal. I have got a few neigh-
borhoods where they are going up, and I will tell them that they
should be overjoyed.

I just wanted to underscore the importance of a world class con-
vention center for the Washington area. We have lost an awful lot
of business because we didn't have a large enough convention cen-
ter when people really wanted to come to this Nation's Capital. It
should be no surprise that I have wanted to get it into northern
Virginia right across from National Airport. I won’t go into the
whole speech, but, boy, do we have a nice spot for it.

[Disturbance in hearing room.]

Mr. DAvis. The committee will be in order. If there are any more
outbreaks we will clear the room of people who are interrupting the
hearing.

Mr. MoORAN. I get the same kind of reaction when I speak locally
on the topic. It is a metropolitan tradition.

But the fact is that this has got to be the underlying theme, and
I know it has been of the chairman and the vice chairman and our
District of Columbia delegate, that we have got to look at these
issues in the context of what is in the best interest of the region
as a whole, and it is in the best interest of the Washington metro-
politan region to put it in the District of Columbia.

I do think that this is the best site, and the principal reason is
because the people who have focused on it most intensely and have
had the responsibility for making the decision have determined
that it is the best site. I am glad to see that there is an option
available to expand it because I do think that it is going to have
to be expanded, and in fact if it is as successful as we would hope,
then it will be expanded. There is no alternative in the long term.

But the option that has been presented seems to be viable, so
other than neighborhood opposition which obviously is genuine and
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important, but which will probably exist in any part of the city
where you decided to locate it, I think it is time to move forward,
and as far as I am concerned, I think that the Control Board, Mr.
Golden, the D.C. City Council and the Mayor all deserve credit for
working together in a constructive fashion, and I would hope that
we support your efforts in every way possible.

I do think that it is terribly important to get the additional Fed-
eral money, particularly the money that would fund the subway
center included in this year’s appropriation bill, and thus it is criti-
cal that it be included on the Senate appropriations bill specifically
and I hope and trust we will work toward that effort.

So that having been said, I know that you are anxious to hear
from the witnesses. I appreciate you hearing from me this morning,
Mr. Chairman.

Mr. Davis. Thank you.

Ms. NORTON. Mr. Chairman, following Mr. Moran’s comments
and your own, I do want to say that this effort waiting for the D.C.
City Council process to work its way has been one that required
regional members to defer when in fact there has been great com-
petition for the convention center, and I do want to express my ap-
preciation, particularly to the members, the regional members from
Virginia that they have allowed the District process to continue
and have asked their own forces in Virginia to hold back until that
process went its way. And there were many in Virginia that
thought it would not happen. And if the District had lost the oppor-
tunity to do a convention center, it would have been tantamount
to losing the Redskins.

Now this process has gone the full way in the Council and we
are at the end of it to see if it has been successful, and I do want
to convey my appreciation to the regional members who cooperated
in allowing the District to continue its process to the full end.

Mr. DAvis. I thank the gentlelady.

I would like to call our first panel forward to testify. We have
Terence Golden, who is the chairman of the Washington Conven-
tion Center; Dr. Andrew Brimmer, the chairman of the Control
Board; the Honorable Marion Barry, the Mayor of the District of
Columbia; the Honorable Linda Cropp, chair of the D.C. City Coun-
cil. In addition, we have Dr. Charlene Drew Jarvis of the City
Council and Mr. Greene and Mr. Mariani. If you all rise with me
and raise your right hands, I will swear you in.

[(Witnesses sworn.]

Mr. Davis. Let me start with Mayor Barry, then Dr. Brimmer,
and Ms. Cropp. Mr. Golden, you will be at the end, because I know
that you have a longer summary. I would like to have the officials
testify first who have borne some of the brunt of this from the citi-
zens. Then you will get plenty of time to sum up.

Mayor Barry, thank you for being with us this morning.
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STATEMENTS OF MARION BARRY, MAYOR, DISTRICT OF CO-
LUMBIA; DR. ANDREW BRIMMER, CHAIRMAN, FINANCIAL RE-
SPONSIBILITY AND MANAGEMENT ASSISTANCE AUTHORITY;
LINDA W. CROPP, CHAIRMAN, CITY COUNCIL, DISTRICT OF
COLUMBIA; CHARLENE DREW JARVIS, COUNCILMEMBER,
DISTRICT OF COLUMBIA CITY COUNCIL; AND TERRY GOLD-
EN, CHAIRMAN, WASHINGTON CONVENTION CENTER AU-
THORITY

Mayor BARRY. Good morning, Chairman Davis, Delegate Norton,
Mrs. Morella and Mr. Moran. For the record 1 am Marion Barry,
Mayor of the District of Columbia. I would like to ask that my
statement in its entirety be entered into the record.

[Disturbance in hearing room.]

Mr. Davis. The committee will be in order. I would like to have
the committee stand in recess until the police can restore order.

[Brief recess.]

Mr. Davis. Thank you, Mayor Barry.

Mayor BARRY. Thank you, Mr. Chairman.

On June 23 of this year I gladly signed into law D.C. Act 12—
402, the Washington Convention Center Authority Financing
Amendment Act of 1998. This legislation represents the culmina-
tion of years of study, public comment and careful planning to de-
velop what everyone agrees is the single most important economic
development project in the history of the District of Columbia.

Mr. Chairman, let me commend you and thank you for your view
about letting local officials, after much debate and scrutiny and
much everything else, make the decision as to the site for such a
convention center and the architectural nature of that center. I
want to thank you for that home rule attitude.

Mr. Chairman, as we all know, the hospitality and tourism in-
dustry is the largest employer behind the Federal and District gov-
ernments. We underestimate that sometimes, but with 23 million
visitors to the region, most of whom come to the District, and there
are 24,000 hotel rooms in the District and hundreds of restaurants,
and the great majority of the people who work in these establish-
ments live in the District of Columbia, unlike the Federal Govern-
ment or the private sector where 70 percent who work in those in-
stitutions live outside the District, which means that the District’s
tax base is enhanced by these jobs and the social service costs are
reduced because of these jobs in the hospitality industry.

The Washington Convention Center is a major force in Washing-
ton’s economic life. Since opening in 1982, the center has anchored
business development and commercial redevelopment in downtown
Washington. As I said earlier, it is a major area of attraction for
the 23 million guests who visit Washington every year and spend
money.

When the existing convention center opened, it was the fourth
largest facility in the country. It is now ranked No. 30 because
other cities and counties have either built new convention centers
or expanded their existing ones.

Mr. Chairman, this didn’t start this year or last year. These dis-
cussions about a new expanded convention center have been going
on since 1986 when the convention center board studied options for
expanding their existing facility. Since that initial study, there
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have been at least two others assessing locations around the coun-
try. For nearly 5 years the development of a new convention center
has been the subject of countless regulatory meetings.

Mr. Chairman and members of the committee, I can’t think of
any other project in my 16 years as Mayor that has had as much
scrutiny as this project has had and as much community input as
this project has had.

The National Capital Planning Commission, the Fine Arts Com-
mission, Historic Preservation, all of these bodies have been in-
volved in addition to the City Council’s hearing which allowed any-
body and everybody who wanted to come and testify on this matter,
so this site was not just grabbed out of the air someplace. It was
studied. I personally did a lot of studying of the sites. Fifteen sites
were looked at, and it boiled down to two or three, including the
site near Union Station.

Mr. Chairman, conventions are now a science. You don’t get
them because you say I want you. You have to have a place for peo-
ple to come, but also for a convention center, you also have to have
places for delegates to go who spend a significant amount of money
in restaurants and in hotels and also in department stores pur-
chasing goods from those places.

When you look at the Union Station site, really Florida Avenue,
that is the name of the site, it is blocks and blocks and blocks away
from hotels, blocks and blocks away from restaurants, and dele-
gates just don’t want to do that.

I just recently left New Orleans from a festival-—

[Disturbance in hearing room.}]

hMrc.1 Davis. Please continue. She is trying to get on the news. Go
ahead.

Mayor BARRY. She did the same thing at the City Council.

But on a very serious note, I was in New Orleans and they have
expanded their convention center and it is in the center of down-
town. I was at the Hilton and it was a block from the Hilton, and
people want to do that. They don't want to walk blocks and blocks
to get to their hotel or take a shuttle bus or take a taxi. The Mount
Vernon site is not a perfect site, but it is a good site. Thirty-nine
businesses are on 7th Street and 9th Street and on N, and of those
39 businesses, all 39 businesses have endorsed this site. Thirty-
nine, all 39 have endorsed this site.

All of the ANC commissioners except one have endorsed this site.
I have established an advisory committee of citizens, of 30-35 citi-
zens, not just in Shaw but throughout the area who have endorsed
this site. Twelve of us endorsed this site. It is not a perfect site,
but it is a good site for the District. We own the land. We don’t
have to go through condemnation and bargaining how much you
are going to pay some landowner and take it to court. So the
Mount Vernon site is the preferred site for this convention center.

And also, Mr. Chairman, as you know, convention centers are
also synergistic. They work synergistically. That means in tandem
with and enhancing the MCI Center. People can have events at the
convention center and at the MCI Center. So it is good to be near
the MCI Center. The MCI Center, which was built in record time
because of my cooperation in cutting red tape with Mr. Pollin, has
exceeded all of its expectations in terms of revenue, in terms of at-
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tendance. The only thing that is not happening is the Mystics are
not doing too well, but that is another story.

Also the financing has been put together. You will hear later
from Mr. Golden and others about a sound financing plan. The cen-
ter has an excellent financial adviser and excellent CFO with Mr.
Greene, and the board has been vigilant in making sure that the
financing was sound, that it was explainable, it was defensible, et
cetera.

And also in terms of the government itself, I created the Wash-
ington Convention Center Task Force. This is a group of govern-
ment employees who work directly with the convention center to
make sure that the necessary permits, land acquisition, coordina-
tion of necessary permits are done. We did the same thing for the
MCI Center. So we are prepared to cut through all of the unneces-
sary bureaucracy to make sure that this center gets built on time
and on budget.

In summary, I fully support this convention center. I have great
faith in Mr. Terry Golden, who chairs the board, who I had the
honor to appoint with the Council and the Convention Center
Board. They are some of the most dedicated public servants
around. They are diligent and financially responsible people. As
you know, Mr. Golden is CEO of a multi-billion dollar corporation,
and I want to thank him for taking time out from his business to
spend a lot of time on this center, and he will speak to you later.

And again, the District of Columbia cannot afford to forego the
tremendous opportunities. Almost 10,000 new jobs will be created,
and almost $600 million of direct benefits will come from the con-
struction of the center, and we in the District of Columbia are
ready for it. We are ready for the groundbreaking. We are ready
to proceed.

Let me also say that the architects have made a lot of changes
to make this center compatible with the neighborhood. When we
first started, it was one big block from Mount Vernon to N Street,
and it looked like a prison. But they brought in a lot of glass and
divided it up.

So on behalf of the executive branch of government, 1 fully sup-
port this center and I await the committee’s action so that the
money can be borrowed, and later on others will be talking about
the guaranteed construction price, which is difficult to get to. That
is not usually done in America, so that was another uniqueness
about this.

Again, Mr. Chairman, thank you very much.

(The prepared statement of Mayor Barry follows:]
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Good morning, Chairman Davis, Delegate Norton and Members of the
DC Subcommittee. For the record I am Marion Barry, Jr., Mayor of the
District of Columbia.

On June 23rd, I gladly signed into law DC Act 12-402, the "Washington
Convention Center Authority Financing Amendment Act of 1998." This
legislation represents the culmination of years of study, public comment, and
careful planning to develop what everyone agrees Is the single most
important economic development project in the history of the District of
Columbia.

As we all know, the hospitality and tourism industry is the largest
employer in this city, just behind the Federal and District governmeats,
employing thousands of people; and is our number one revenue producing
{ndustry.

The Washington Convention Center is a major force in Washington's
economic life. Since opening fn 1982, the Center has anchored business
development and commercial redevelopment in downtown Washington. The
Washington Convention Center helps to attract many of the 23 million guests
who visit Washington every year. '

When our existing convention center opened, it was the fourth largest
facility in the Country, it Is now ranked 30th. As I said, the quest to correct
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this problem Is not new. We have been pursuing this goal since 1986 when
the District, through the Washington Convention Center Board, studied
options for expanding the existthg facllity.

At that time, we concluded that in order to remain competitive and
maintain major convention hookings, we needed to add 200-300-thousand

square feet or more of exhibit space.

Since that initial study, there have been at least two others, assessing
locations across the city. In each analysis, the result was clear... building a
new convention center at Mount Vernon Square offered the best opportunity
to recapture lost convention business and create significant additional

economic benefit for the District.

For nearly five years, the development of the new Washington
Convention Center has been the subject of countless community, regulatory
and Council meetings. I have met with Shaw community residents and
business owners about the new Center. While there rematns a very small,
but very vocal minority in opposition to the Mt. Vernon Square site, I can
assure you that the vast majority of the Shaw community, and residents
across the District support building the new Convention Center at Mt.

Vernon Square.

The reasons can be summed up in three words-jobs, jobs, jobs.
Construction of the rew convention center offers training and employment
opportunities for nearly 1,000 DC residents. Further, once the facility is
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complete, it will generate nearly 10,000 jobs in the District in the hospitality,
tourism and exhibition services industries.

Addsitionally, this project will serve as the catalyst for economic
development {n our downtown core and in nearby residential communities.
We fought hard to bring Abe Polin and his organization back to the District.
The reblrth of retail establishments along the 7th Street corridor will
continue as we move towards completion of the New Convention Center.

Just as impertant, I fully expect that subcontracting opportunities for
District companies will be significant, as will entrepreneurial opportunities
for enterprising community residents.

The Washington Convention Center Authority has done an excellent
job of formulating a soznd financing plan. The expected bond offering is
supported by dedicated taxes, and the structure of the plan provides

maximwn protection for investors.

My administration created the Washington Convention Center Task
Force, which was directly responsible for sapervision, implementation and
completion of many necessary government related project activities,
including Iand acquisition, coordination of necessary permits and the
numerous other District government actions necessary for the construction of

the proposed new center.
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Along with my office, the Chief Management Officer has pledged, as
has the Financial Authority, to work with the Convention Center Authority
to remove any impedimeuts to the swift completion of this project.

Coustruction of the new center does present exacting challenges, butI
believe that those concerns have been successfully mitigated through the
Section 106 consultation process which resnlted in the Memorandum of
Agreement (MQA) between the District, the National Capitol Plaoning
Commission, the Convention Center, the Council of the District of Columbia
and the Advisory Council for Historic Preservation.

The District of Columbia cannot afford to forego the tremendous
opportunities that the New Washington Convention Center presents. Jobs,
community development, economic impact...this is what the new convention
center means, and this is what the District needs to continue its climb back to
financlal solvency and back to home rule.

I urge the Subcommittee to expeditiously approve this project and
grant the layover walver so that utility relocation and groundbreaking for the
New Washington Convention Center can proceed without further delay.

That concludes my statement, Mr. Chairman. Af this time, I am

prepared to answer any question you and other members may have,
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Mr. DAviS. Mr. Barry, thank you very much. We will hear from
Mr. Brimmer.

Mr. BRIMMER. Thank you for inviting me to testify today on the
new Washington Convention Center. I will describe briefly the role
the Authority has played with respect to the development of this
vital economic development project. It has already been said this
is one of the most important projects ever to be undertaken by the
government of the District of Columbia.

Earlier this week, the Authority approved the District Council’'s
legislation, Act 12-402, regarding the Washington Convention Cen-
ter. Our action allows plans for the new conference and meeting fa-
cility to advance to the next step, which is approval by the Con-
gress and the Nacional Capital Planning Commission.

In granting its approval, our board first reviewed the process un-
dertaken by the Convention Center Authority, considered com-
ments and testimony presented to the City Council, and gave seri-
ous consideration to concerns expressed by various groups, includ-
ing the Committee of 100.

In reaching its decision, the Authority weighed the economic ben-
efits associated with the project, considered the impact of a new fa-
cility on the Shaw community, evaluated estimates of a guaranteed
maximum price and the risk elements to the city government. Fi-
nally, we considered the feasibility of carrying out the project as
well as the soundness of the budget and plan of finance.

The Authority has been committed to this project from the very
beginning. We have given it strong support, including assigning
some of our senior staff to work closely with the convention center’s
management. We have monitored this project very closely for the
last 2 years. We have provided guidance and advice when nec-
essary or appropriate. The Authority believes that the Convention
Center Authority under the leadership of Mr. Golden has acted re-
sponsibly and effectively with regard to design, location, and the
contracting for the center.

As the committee members recall, the Authority concurred with
and supported the convention center’s decision to reject the original
design-build procurement approach in favor of the current con-
struction manager at-risk method for the construction of the new
facility. The convention authority made this decision after receiving
one bid from the market in its initial solicitation and after it re-
viewed the recommendations of the General Services Administra-
tion. The shift to the construction manager at-risk procurement
method produced healthy competition for this contract and it re-
sulted in the final GMP of $500.6 million. This figure represents
the direct hard costs of construction negotiated by the Convention
Center Authority. The total cost of the project is estimated at $685
million, consisting of $650 million of hard and soft costs together,
plus equipment and contingencies, $25 million to improve the
Metro station, and $10 million for utility relocation. The total budg-
et assumes that $25 million will be provided through a Federal

rant to fund the WMATA costs to expand the Metro station and
%10 million will be available using the community block grant
funds for utility relocation, subject to approval by the U.S. Depart-
ment of Housing and Urban Development.
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Most importantly, we have worked hand in hand with the Con-
vention Center Authority to restructure the early financing plan.
We have considered comments from the administration and the
city, congressional staff members, the representatives of the hotel
and restaurant industry and the financial marketplace. Based on
those considerations, we are confident that the restructured dedi-
cated tax revenue will be more than sufficient to support the ex-
pected planned issuance of tax exempt revenue bonds in the range
of $560- to $645 million without any undue risk to the District and
its general fund.

The current financing plan includes adequate operating and mar-
keting reserves, renewal and replacement reserve funds and a rate
stabilization account, all to assure new building can be maintained
and will be able to compete effectively with other convention cen-
ters. Furthermore, the new structure contemplates a closed inden-
ture and a change in the current lock box facility of the District
to ensure that, once the dedicated revenues are collected, they will
go first to pay the annual debt service on the bonds. Based on cur-
rent cash-flow analysis, it appears that, if administered properly,
the debt on this project could be retired well in advance of the stat-
ed 30 to 34-year final maturity on the bonds and that there should
be a positive net return to the general fund once the debt is paid
off.

The Authority weighed the concerns expressed by some citizens
concerning the proposed impact that the proposed facility might
have on the Shaw community. We were pleased to learn of the ef-
forts made by the Convention Center Authority to gain the support
of Shaw and other community and business groups. The convention
center leaders assured us that they will establish an affirmative ac-
tion oversight committee to monitor on a monthly basis all con-
tracting and affirmative action goals relating to the local small and
disadvantaged business enterprise program. Affirmative action and
employment goals set by the Convention Center Authority are ag-
gressive but achievable. The construction manager has agreed to a
vigorous outreach and advertising program that is designed to
make opportunities known within the target communities. The con-
tractor and all of its subcontractors also are required to enter into
first source employment agreements. There are incentives and pen-
alty clauses within the construction manager contracts to help en-
force these social and business agreements.

Concerning the possible adverse impact on the surrounding com-
munity, the Convention Center Authority has responded by devel-
oping sound mitigation responses. Pursuant to section 106 of the
National Historic Preservation Act, the Convention Center Author-
ity is a signatory to a memorandum of agreement with the Na-
tional Planning Commission and others. These measures are taken
to safeguard community and environmental interests.

Mr. Chairman, there has already been comment about the eco-
nomic impact of this convention center in my statement. I de-
scribed this in greater detail, but let me say that they were sub-
stantial and assured.

I would also at this point like to take specific note of the efforts
of several individuals who have been instrumental in the center’s
progress.
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They include Mr. Golden, but I would also want to stress that
the chair, Dr. Charlene Drew dJarvis, the chair of the Committee on
Economic Development for the Council, played a major role. I
would also note the contribution our former board member, Ed Sin-
gletary, made. All of this represents a substantial contribution and
commitment to the center.

I also wish to express our appreciation to the members of the
Committee of 100, which provided the Authority with the results
of considerable research and insight into the complex issues of loca-
tion and management of a successful meeting and convention cen-
ter.

Mr. Chairman, as I said at the outset, we are dedicated. We have
studied this project. We are absolutely convinced that it is feasible.
The financial plan is feasible, and we urge the Congress to take the
steps to approve it so we can go to the market and get on with the

roject.
P T]hank you, Mr. Chairman.
[The prepared statement of Mr. Brimmer follows:]
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Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me to testify today on the development of the new
Washington Convention Center. 1 will describe briefly the role the District of Columbia
Financial Responsibility and Management Assistance Authority (“Authority™) is playing
with respect to the d?veiopmcnt of this vital economic development project. This is one
of the most important such projects ever to be undertaken by the government of the

District of Columbia.

Earlicr this week, the Authority approved the District Council’s legislation (Act
12-402) regarding the Washington Convention Center. Qur action allows plans for the
new conference and meeting facility to advance to the next step, which is approval by
Congress and the National Capital Planning Commission. In granting its approval, the
Authority first reviewed the process undertaken by the Convention Center Authority,
considered comments and testimony presented to the District Council, and gave serious
consideration to concerns expressed by various groups, including the Committee of 100.
In reaching its decision, the Authority weighed the economic benefits associated with the
project, considered the impact of the new facility on the Shaw Community, evaluated
estimates of the guaranteed maximum pnce (“GMP"), and the risk elements to the
government. Finally, we considered the feasibility of carrying out the project as well as

the soundness of the budget and pian of finance.



18

The Authority has been committed to this project from the very beginning. We
have given it strong support ~ including assigning some of our Senior Staff to work
closely with the Convention Center’s management. Wo bave monitored this project very
closely for the last two years, and have provided guidance and advice when necessary or
appropriate. The Authority belicves that the Convention Center Authority, under the
leadership of Mr. Terry Golden, has acted responsibly and effectively with regard to

design, location, and the contracting for the Center.

As the Committee may recall, the Authority concurred with—and supported—the
Convention Center's decision to reject the original design-build procwrement approach in
favor of the current construction manager at-risk method for the construction of the new
facility. The Convention Center Authority made this decision after receiving one bid
from the market in its initial solicitation and after jt reviewed the recommendations of the
General Services Administration. The shift to the construction mansger at-risk
procurement method produced healthy competition for this contract, and it resulted in the
final GMP of $500.6 million. This figure of $500.6 million represents the direct hard
cost of construction negotiated by the Convenﬁon Center Authority. The total cost for
the project is estimated to be $685 million, consisting of $650 million for hard and soft
costs, plus equipment and contingencies; $25 million to improve the METRO Station;
and S10 mmillion for utility relocation. The total budget assum& that $25 million will be
provided through a federal grant to fund the WMATA costs to expand the Metro Station,

and $10 million will be available using Cormmunity Development Block Grants for utility
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relocation (subject to approval by the U.S. Department of Housing and Urban

Development).

Most importantly, we have worked hand-in-hand with the Convention Center
Authority 1o restructure the early financing plan. We have considered comments from the
Administration, Congressional staff members, the Council, representatives of the h(;tel
and restaurant industry, and the financial marketplace. We are confident that the
testructured dedicated tax revenuc will be more than sufficient to support the expected
planned issuance of tax-exempt bonds in the range of $560 - $645 million without any

undue risks to the District and its general fund.

The cwrrent financing plan includes adequate operating and marketing reserves,
renewal and replacement reserve funds, and a rate-stabilization account, all to assure that
the new building can be maintained and will be able to compete effectively with other
convention centers. Furthermore, the new structure contemplates a closed indenture and
a charge in the current lock-box facility of the District to insure that, once the dedicated
revenues are collected, they will go first to pay the annual debt service on the bonds.
Based on current cash flow analysis, it appears that, if adminigtcmd properly, the debt on
this project could be retired well in advance of the stated 30 - 34 year final maturity on
the bonds and that there should be a positive net return to the general fund, once the debt

is paid off.

The Authority weighed the concerns expressed by some citizens with respect to



the impact that the proposed facility might have on the Shaw Community. We were
pleased to loarn of the efforts made by the Convention Center Authority to gain the
support of Shaw, and other community and business groups. The Convention Center
leaders assuwred us that they will establish an “affirmative action oversight committee™ to
monitor, on a monthly basis, all contracting and affirmative action goals relating to the
Local, Small, and Disadvantaged Business Enterprise program. The affirmative action
and eroployment goals set by the Convention Center Authority are aggressive but
achievable. The Construction Manager has agreed to a vigorous outreach and advertising
program that is designed to make opportumitics known within the target communities.
The Contractor and all of its subcontractors also are required to enter into First Source
Employment Agreements. There are incentive and penalty clauses within the

Coustruction Manager contract to help enforce these social and business agreements.

Concerning the possible adverse impact on tho surrounding community, the
Convention Center Authority has responded by developing sound mitigation responses.
Pursuant to Section 106 of the National Historic Preservation Act, the Convention Center
Authority is a signatory to a Memorandum of Agreement with the National Capital
Plarming Commission, the District, the Advisory Council on Historic Preservation, and
the D.C. State Historic Preservation Office, which outlines a number of measures to be

taken to safeguard community and environmental interests.

Finally, the Authority believes that the new Washington Convention Center can

serve as the comerstone project for expanding the District’s tax base, and in improving
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opportunities for cconomic development. The economic impact apalysis prepared by the
accounting form of Coopers & Lybrand indicates that this project will have a sigmificant,
and much needed, positive *net” impact on the economy of the nation’s capitol. The net
total economic impact resulting from this project by 2006 is estimated at $397.9 million
($776.7 million projected for the new facility versus $378.8 million projected for the
existing facility). The total employment inpact is estimated to be 9,750 jobs by 2006, for
a net employment gain of 3,860 over the projected employment for the exxstmg facility.
As witnessed by the recent announcements of planned new hotel rooms to be built in the
District, the Convention Center can leverago growth in both the tax and employment base
of the District, without committing or jeopardizing the general fund of the government.
Indeed, the key to this project is the ability to spur economic development across the
District. The hotel and restaurant industries are very supportive of this project and, with
their help, we look forward to & greater opportunity for economic development in the

District.

I would like to make specific note of the efforts of severa) individuals who have
been instrumental in the Center’s progress. They include Mr. Terry Golden, Chairrnan of
the Convention Center Authority and Council Member Charlene Drew Jarvis, Chair of
the Committee on Economic Development. Mr Edward Singletary, a former Member of
the Authority, provided strong leadership to encourage the development of the new
Convention Center. 1 also wish 10 express our appreciation to the members of the

Committee of 100, which provided the Authority with considerable research and insight
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into the complex issues of location and management of a successful meeting and

convention center.

Mr. Chairman, the Authority is dedicated to the mission of creating a stable, vital
environment that will retain existing residents, businesses, and visitors, while attracting
new ones. The Washington Convention Center will help greatly to fulfill that mission.
The state-of-the-art facility will attract new business and tourists to the District, and it
will be a catalyst for furthering downtown and nearby neighborhood development. The
Convention Center will create jobs for District residents in the hospitality industry and in
related meeting and exhibition service companies. Finally, this project will generate
enormous benefits for the District, and it will strengthen the economy of the entire
metropolitan region. Therefore, the Authority urges the Congress to approve the project
and to take all necessary actions, before the scheduled August recess, in order to provide
the District the opportunity to move forward with this vital economic development

project in an expeditious manner.

Mr. Chaijrman, this concludes my statement. I would be pieased to respond to any

questions that you or Members of the Subcommittee may have.
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Mr. Davis. Thank you. Chairman Cropp.

Ms. Cropp. Thank you very much. Good morning to Chairman
Davis and Congresswomen Norton and Morella and other members
of the subcommittee of the District of Columbia. Thank you for the
opportunity to make a few remarks prior to turning to my col-
league, Charlene Drew Jarvis, who, as chair of the Council’'s Com-
mittee on Economic Development, will present the local legislative
position in support of the financing of the proposed new convention
center at Mount Vernon Square.

First, let me thank you, Mr. Chairman, for your continuing sup-
port for the proposed new convention center at Mount Vernon
Square, and for the expeditiousness with which you scheduled this
hearing today following the Council’s final approval of the financ-
ing plan and the street and alley closing legislation this past
month.

Let me also extend my public appreciation to Mrs. Jarvis and to
all of the public and private sector partners whose hard work, pa-
tience and prudent oversight has helped move this important
project forward in a responsible way. No one questions the need to
build a better designed and larger Washington Convention Center
facility in order to regain the convention market and economic
spin-off which the city and the region have lost in recent years.

Tourism is the District’s No. 1 industry, and the success of the
new Washington Convention Center is absolutely essential to the
revitalization of our economy. The new center will also provide sig-
nificant benefits without cost to the economies of our surrounding
jurisdictions. Operation of the new expanded center is expected to
generate direct spending in the District of approximately $618 mil-
lion in the first year of operation, which will grow to $776 million
in the 5th year of operation. This is business the city desperately
needs to increase local revenue that will help fund the Council’s
twin priorities of improved service delivery and tax cuts for both
our residents and businesses. Additionally, the new convention cen-
ter will directly and indirectly generate 8,550 full and part-time
jobs for District residents in the 1st year of operation, which again
will grow to nearly 10,000 jobs by the 5th year of operation.

The current Washington Convention Center opened in 1983 as
the fourth largest facility in the United States with 380,000 square
feet of exhibit space. Today, however, the center ranks 30th in size
and can compete for only 54 percent of the large national shows
and meetings. The economic impact associated with these lost
events is scores of millions of dollars in lost revenue to the city
every year.

The new expanded center to be built north of Mount Vernon
Square is a beautifully designed facility with architectural ele-
ments which are sensitive to the surrounding Shaw community.
The center and its sites were unanimously approved by a 6-0 vote
of the local Advisory Neighborhood Commission 2-C, where the fa-
cility is proposed to be located, and also by a unanimous vote in
favor by the neighboring Advisory Neighborhood Commission 2-F
when one member changed their vote and is now in support of the
convention center. So both grass roots advisory neighborhood com-
missions support unanimously the location of the convention center
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at the Mount Vernon site, and these are the people who live in that
community.

The proposed center and its location also have been supported by
the Mount Vernon Business Alliance, which represents most of the
existing businesses surrounding the site, and by a majority of the
Shaw neighborhood residents who have testified at several public
hearings by the council on this matter.

As a result of the input of the Shaw community and others,
many measures will be implemented to mitigate possible adverse
environmental and historic impacts pursuant to the National Envi-
ronmental Policy Act and the National Historic Preservation Act,
and as required by the National Capital Planning Commission in
its approval of the site and design for this project.

When the 2.3 million square foot facility opens in the year 2003,
the Washington Convention Center will again rank among the larg-
est in the Nation and will then be able to capture nearly 90 percent
of the total convention market, including all of the targeted cus-
tomers that we seek among the professional and business associa-
tions and the medical and high technology industry. The new con-
ventign center will include many things that I will put in the
record.

To the extent that future expansion of the center may be needed
to accommodate the targeted convention market after a decade of
operations, convention center officials have determined that it
would be feasible both architecturally and financially to link the
new Mount Vernon Square facility with the existing city, old con-
vention center site, which is only one block away. Moreover, such
future linkage and expansion could be privately developed, maxi-
mizing the economic impact of the new center at no cost to the Dis-
trict.

A few opponents still question the siting and cost of the new fa-
cility at Mount Vernon Square. But recent analysis by the Finan-
cial Authority, by the chief financial officer, of the tax revenues
that will support the $650 million in total cost of the District for
developing the new convention center, along with the financial
studies of Coopers & Lybrand, all confirm that previous environ-
mental impact and feasibility studies have demonstrated the city
will receive the biggest bang for its buck by building a larger size
and better designed convention center closer to the heart of down-
town, and that fact cannot be overlooked.

Therefore, Mr. Chairman, I urge your committee to take the final
steps necessary to allow groundbreaking to begin this fall on this
critical economic development project for the Nation’s Capital and
the region.

Specifically, we seek congressional adoption of legislation which
would explicitly authorize the Washington Convention Center Au-
thority to issue up to $650 million in bonds to finance the construc-
tion of the new convention center; includes within the fiscal year
1999 Appropriations Act the $25 million to Metro for improvements
to the subway station at Mount Vernon Square; and waives the
congressional review periods for the convention center financing
and street and alley closing legislation which were adopted by the
Council last month.
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I would like to submit, Mr. Chairman, for the record copies of the
Council committee’s report which were adopted last month on the
financing plan amendments and the street and alley closing legisla-
tion.

Thank you for the opportunity to testify, and I am available of
co}t:rse for questioning following the testimony of Mrs. Jarvis and
others.

[The prepared statement of Ms. Cropp follows:]
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TESTIMONY OF D.C. COUNCIL CHAIRMAN LINDA W. CROPP
BEFORE THE HOUSE SUBCOMMITTEE ON THE DISTRICT OF COLUMBIA
HEARING ON THE NEW WASHINGTON CONVENTION CENTER
WEDNESDAY, JULY 15, 1998

Good moming, Chairman Davis, Congresswoman Norton, and other Members of the
House Subcommittee on the District of Columbia. Thank you for the opportunity to make a few
remarks prior to turning to my colleague, Councilmember Charlene Drew Jarvis, who, as chair of
the Council's Committee on Economic Development, will present the local legislative position in
support of the financing for the proposed new convention center at Mount Vernon Square.

First, let me thank you, Mr. Chairman, for your continuing support for the proposed new
convention center at Mount Vernon Square, and for the expeditiousness with which you
scheduled this hearing today following the Council's final approval of the financing plan and the
street and alley closing legislation this past month. Let me also extend my public appreciation
1o Mrs. Jarvis and to all of the public and private sector partners whose hard work, patience, and
prudent oversight have helped moved this important project forward in a responsible way.

No one questions the need to build a better-designed and larger Washington convention
center facility in order to regain the convention market and economic spin-off which the city --
and the region -- have lost in recent years. Tourism is the District's number one industry, and the
success of the new Washington Convention Center is absolutely essential to the revitalization of
our economy. The new center will also provide significant benefits, without cost, to the
economies of our surrounding jurisdictions.

Operation of the new expanded center is expected to generate direct spending in the
District of approximately $618 million in the first year of operation, which will grow to $776
million in the fifth year of operation. This is business the city desperately needs to increase
local revenues that will help fund the Council's twin priorities of improved service delivery
and tax cuts for both our residents and our businesses. Additionally, the new convention
center will directly and indirectly generate 8,550 full and part-time jobs for District residents in
the first year of operation, which again will grow to nearly 10,000 jobs by the fifth year of
operation. -

The current Washington Convention Center opened in 1983 as the fourth largest facility
in the United States with 380,000 square feet of exhibit space. Today, however, the current
center ranks 30th in size and can compete for only 54 percent of large national shows and
meetings. The economic impact associated with these lost events is scores of millions of dollars
in lost revenue to the city every year!
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The new expanded center to be built north of Mount Vernon Square is a beautifully
designed facility with architectural elements that are sensitive to the surrounding Shaw
community. The center and its site were unanimously approved by a 6-0 vote of the local
Advisory Neighborhood Commission 2-C where the facility is proposed to be located, and also
by a unanimous vote in favor by the neighboring Advisory Neighborhood Commission 2-F. The
proposed center and its location also have been supported by the Mount Vernon Business
Alliance, which represents most of the existing businesses surrounding the site, and by a majority
of the Shaw neighborhood residents who have testified at several public hearings by the Council
on this matter. As a result of the input of the Shaw community and others, many measures will
be implemented to mitigate possible adverse environmental and historic impacts, pursuant to the
National Environmental Policy Act and the National Historic Preservation Act, and as required
by the National Capital Planning Commission in its approval of the site and design for this
project.

When the new 2.3 million square-foot facility opens in the year 2003, the Washington
Convention Center will again rank amongst the largest in the nation and be able to capture nearly
90% of the total convention market, including all of the targeted customers that we seek amongst
the professional and business associations, and the medical and high technology industries. The
new expanded center will include:

. 725,000 square feet of exhibit space -- which is almost twice the amount of
exhibit space as the current center.

. 150,000 square feet of meeting space -- which is over three times the amount of
meeting space in the current center.

. A 60,000 square foot ballroom -- the largest on the East Coast.

To the extent that future expansion of the new center may be needed to accommodate the
targeted convention market after a decade of operations, convention center officials have
conceptually determined that it would be feasible -- both architecturally and financially -- to link
the new Mount Vernon Square facility with the existing city-owned convention center site, which
is only one block away. Moreover, such future linkage and expansion could be privately
developed, maximizing the economic impact of the new center at no cost to the District.

A few opponents still question the siting and cost of the new facility at Mount Vemon
Square. But recent analyses by the Financial Authority and by the Chief Financial Officer of
the tax revenues that will support the $650 million in total costs to the District for developing the
new center, along with the financial study by Coopers and Lybrand, all confirm what previous
environmental impact and feasibility studies have demonstrated: The city will receive the
biggest bang for its buck by building a larger-sized and better-designed convention center
closer to the heart of downtown.
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Therefore, Mr. Chairman, 1 urge your committee to take the final steps necessary to allow
groundbreaking to begin this fall on this critical economic development project for the nation's
capital, and for the region. Specifically, we seek Congressional adoption of legislation which:

. Explicitly authorizes the Washington Convention Center Authority to issue up to $650
million in bonds to finance construction of the new convention center;

. Includes within the Fiscal Year 1999 Appropriations Act the $25 million to METRO for
improvements to the subway station at Mount Vernon Square; and

. Waives the Congressional review periods for the convention center financing and street
and alley closing legislation, which were adopted by the Council last month.

Mr. Chairman, I would like to submit for your record copies of the Council committee
reports which were adopted last month on the financing plan amendments and the street and alley
closing legislation.

Thank you again for the opportunity to testify, and I am available of course for questions
following the testimony of Councilmember Jarvis and others.
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Mr. DAvis. Thank you.

Welcome, Ms. Jarvis.

Ms. JaRrviS. Good morning, Chairman Davis, Ms. Norton, and
other members of the subcommittee. I am Charlene Drew Jarvis,
chair of the D.C. Council Committee on Economic Development. In
September 1994, D.C. Law 10-188 was enacted and established the
Washington Convention Center Authority as an independent public
instrumentality of the District of Columbia government. The Au-
thority was established for the purpose of acquiring land on which
to construct, to equip, maintain and to operate an appropriate new
convention center to promote trade shows, conventions and other
events.

I would say, Mr. Chairman, that this has been, as the Mayor has
indicated, a very exhaustive process. I would add also that it has
been a very exhausting process because it has been the subject of
more debate and more information flow than I can remember in re-
cent history, and I must say that we are grateful for that informa-
tion flow because I now think that we have answered almost every
question imaginable about the convention center and its future and
its viability and its ability to promote District of Columbia fiscal
health for the future. This was an exhausting and exhaustive proc-
ess in collaboration with a lot of hard work by the Authority and
the Council and concerned citizens and the Office of the Mayor and
the Control Board and the hospitality industry, which of course is
tremendously important to us in the District. In fact, Coopers &
Lybrand has estimated that government and the service industry,
including hospitality and tourism, account for 82 percent of total
empéoyment and will dominate the District’s future as we go for-
ward.

I would also mention, Mr. Chairman, that you indicated that this
convention center is an advantage for the surrounding jurisdic-
tions, and I would point out that Steve Fuller at George Mason
University has indicated that for every dollar of growth in the Dis-
trict of Columbia, there is a dollar and a half of growth in the sur-
rounding jurisdiction. So this truly is a project that is a win/win
both for the District of Columbia and for the region.

And I wouid note, Mr. Chairman, that a number of years ago at
one of the Potomac conferences where there were elected officials
from the District of Columbia, Maryland and Virginia and business
people from the District of Columbia, Maryland and Virginia, there
was actually a regional decision that supported the establishment
of the convention center in Washington, DC, and I think, frankly,
is an excellent example of regional cooperation. The only other
thing that I could have wished is that the region also contributed
to some of the cost, but we didn’t prevail on that issue.

Mr. Chairman, the act before you amends the Washington Con-
vention Center Authority Act of 1994. The act repeals the Hotel Oc-
cupancy Tax and eliminates the transfer of certain business
surtaxes to the Washington Convention Center Authority. It in-
creases the Hotel Sales and Compensating Use Tax rate from 13
percent to 14%2 percent, and the percentage of the tax to be col-
lected on behalf of the Authority from 2.5 percent to 4.45 percent.
Subject to Council approval by resolution, the act authorizes the
Authority to enter into various interest rate protection agreements
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which will allow for cost savings, but the Convention Center Au-
thority has indicated to us that they do not expect that such inter-
est rate contracts will be necessary. Should they be necessary, the
Council would review them. The act requires the Authority to enter
into marketing services contracts for the purpose of promoting con-
ventions and tourism in the District, clarifies that taxes dedicated
to the Authority shall not be part of the District’s general fund and
increases the permitted maturity of revenue bonds issued by the
Authority from 30 to 34 years, allows the Authority to use revenues
for redemption or purchases of outstanding indebtedness of the Au-
thority prior to delivering excess revenues to the District, and sub-
ject to Council approval by resolution, permits the Authority to cre-
ate additional reserves, if required.

The act also amends the provision specifying the procedures em-
ployed by the District of Columbia auditor in certifying as to the
sufficiency of certain taxes to meet debt service expenses and re-
serves of the Authority.

It is indeed with pleasure that I accompany this august body
here today asking for your continued support, Mr. Chairman and
Mrs. Norton, as each has said, for the most significant economic de-
velopment project for the District of Columbia in recent years.
Thank you.

[The prepared statement of Ms. Jarvis follows:]
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Good morning Chairman Davis, Congresswoman Norton, and other
members of the House subcommittee. I am Councilmember Charlene Drew
Jarvis, chair of the D.C. Council Committee on Economic Development. In
September, 1994, D.C. Law 10-188 was enacted and established the Washington
Convention Center Authority as an independent public instrumentality of the

District of Columbia government.

The Authority was established for the purpose of acquiring land on which to
construct, equip, maintain, and operate an appropriate new convention center to
promote trade shows, conventions, and other events and to maintain and operate
the existing convention center until such time as the new facility is completed and

opened for operation.

As such, I am pleased to report that after much collaboration and a lot of

hard work by the Authority, the Council and participation by various associations
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and concerned citizens, the reality of a new convention center will soon be
realized. Project groundbreaking is anticipated for early Fall and will mark the
start of the largest economic development project ever undertaken by the District.
This project, which will be paid for by hospitality industry customers, is necessary
to sustain revitalization of the District. Local businesses will expand, areas will

develop commercially, and quality of life in our neighborhoods will be enhanced.

The District's economy is dependent upon government and services, which
includes the hospitality and tourism industries. The consuiting firm of Coopers
and Lybrand has estimated that these two components of the District's economy
account for approximately 82 percent of total employment and are expected to

dominate Washington's economy in the future.

The current convention center opened in 1983 as the nation's fourth largest
facility with 380,000 square feet of exhibit space. Today, however, the current
center ranks 30th in size and can compete for only 54 percent of large national
trade shows and meetings. This lack of ability to compete results in millions of

dollars of foregone revenue for the District each year.

We need a new convention center -- the government has conducted a great
deal of research and analysis on the feasibility of a new center -- and the Council
has approved legislation authorizing the financing plan for a new state of the art
convention center that not only will be able to compete well into the next century,

but also will include a plan for future expansion should that become necessary.
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The "Washington Convention Center Financing Amendment Act of 1998",
was introduced into the Council in September, 1997 and referred to the Co}nminee
on Economic Development. Two public hearings on the bill were held jointly
with the Committee on Finance and Revenue; and additional Council hearings
were held at which the public was allowed to comment on the new convention
center project. The bill passed on two readings by the Council, was signed by the
Mayor, approved by the Financial Authority and is currently before the Congress

for its review.

The Act amends the Washington Convention Center Authority Act of 1994
-- the law that I previously mentioned which created the Authority and established

its mission.
The Act also:

e repeals the Hotel Occupancy Tax and eliminates the transfer of certain business

surtaxes to the Washington Convention Center Authority Fund;

® increases the Hotel Sales and Compensating Use Tax rate from 13% to 14.5%
and the percentage of the tax to be collected on behalf of the Authority from
2.5% to 4.45%;

® subject to Council approval by resolution, authorizes the Authority to enter
into various interest rate protection agreements, which will allow for cost

savings;
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® requires the Authority to enter into marketing services contracts for the purpose

of promoting conventions and tourism in the District of Columbia;

e clarifies that taxes dedicated to the Authority shall not be a part of the District’s

General Fund;

® increases the permitted maturity of revenue bonds issued by the Authority from

30 to 34 years;

o allows the Authority to use revenues for redemption or purchase of outstanding
indebtedness of the Authority prior to delivering excess revenues to the District
and, subject to Council approval by resolution, permit the Authority to create

additional reserves, if required; and

® amends the provisions specifying the procedures employed by the District of
Columbia Auditor in certifying as to the sufficiency of certain taxes to meet

debt service expenses and reserves of the Authority.

It is indeed with pleasure that I present today this legislation for the
subcommittee's consideration, and would be pleased to answer any questions

members may have.

Thank you.
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Mr. DAvis. Thank you, Ms. Jarvis.

Mr. Golden, thank you for being here.

Mr. GOLDEN. Thank you, Mr. Chairman and members of the
committee. I appreciate you giving me the opportunity to speak
about the new District Convention Center, and I think as you have
already seen, we have a tremendous amount of leadership—from
the political leadership from the Mayor and City Council, Chair-
man Cropp and our committee chairman, Councilman Jarvis. We
have had strong support throughout this process from the Finan-
cial Control Board, who has participated almost on a daily basis in
the progress, and I think we have gotten support, and we needed
support from all of them in order to be successful, and I think it
is a big day for the District of Columbia and its citizens when all
of the leadership have worked as hard as they did and have been
as informed as they are about the center.

With your permission, I would like to submit a written statement
for the record and make a few brief remarks, and I am going to
have to say that I am going to make fewer remarks because we
have heard from our leadership and they certainly covered most of
the territory that I intended to cover.

Personally it was really exciting to be the chairman and continue
to be the chairman of the Authority. I believe in the new conven-
tion center. I believe in the importance of the convention center. As
the CEO of Host Marriott, a company that owns major convention
hotels in almost every market in the country, I have seen the
power that convention centers can deliver, the economic power that
they can deliver to a community.

I cite perhaps one of the more analogous situations, being that
of Philadelphia where, as we all know, Philadelphia was a down-
and-out city with a lot less opportunity than Washington and a lot
more problems.

The new convention center was constructed there and I think we
have seen a tremendous revitalization in Philadelphia. We have
created in that particular environment 4,000 jobs with the con-
struction of hotels that are underway right now. That number will
increase to 6,000. There has been $275 million of new spending,
$30 million of new tax revenue, which will eventually get up to $87
million, and I think more importantly, as the Mayor pointed out,
it really adds and it adds a synergistic effect to the revitalization
of downtown. You see more office buildings and more life in down-
town Philadelphia. I think we have that same opportunity in much
greater measures here in Washington, DC.

I think it is important to understand, and the Council members
have mentioned the jobs being created, 10,000 jobs being created
in the District and 17,000 overall in our region. It is important to
emphasize when we talk about jobs, particularly in the District,
these are jobs that people can do. These are jobs that people who
alga unemployed can be trained and can do. They are good paying
jobs.

And I think just as importantly in today’s environment, in the
complexity of the metropolitan region, that there is significant
transportation available to the jobs through Metro and other
things, and that they are jobs that people can get to and do and
be successful and raise families with. The convention center also
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creates business opportunities within our community, and the
mone{'1 it generates stays in the community, which I think is a key
overall.

The new convention center is a $2 million state-of-the-art facility.
It is 100 percent paid for by the hotel and restaurant taxes, taxes
from the industries most benefiting from the new center. It has
taken us 5 years, and I think if we were really honest probably 10
years, to get to this point, but it is a great day for us.

We have overcome a number of challenges which make it almost
impossible to build a major civic project in an urban area. We now
stand at your feet with environmental impact statements com-
pleted, the Fine Arts approval, NCPC approval, neighborhood con-
cerns addressed, the neighborhood being in support of the project
and the community at large being in support of the project, and the
business community and people involved in tourism in total sup-
port of the community. We have completed the economic feasibility
studies. We have dealt with the historic preservation concerns. We
have dealt with a number of special interest groups. We have dealt
with all of the politics, and a lot more.

I think that when you look at the Washington, DC, hospitality
industry, you recognize it is a key industry within Washington, DC.
One only has to look at the numbers: 22.4 million visitors annually;
6.3 million business and convention visitors, a total of close to $10
billion in visitor spending overall. It is our most important business
other than government. It is a natural business for the District and
for this region. We have a great opportunity, given the museums,
the beauty of the area, the monuments and our location. We are
one of the most desirable convention locations in the United States.

As was pointed out earlier, the convention center is obsolete. It
doesn’t meet our customers’ needs. I think clearly size is an issue.
It is a 285,000 square foot exhibit space in an environment that
now places us at the 30th position in the country.

I would emphasize, though, that size alone is not the issue. I
think one of the things that we have to recognize is that we have
an inability in the existing center given the amount of meeting
space that we have, given the overall size, we only have the ability
to handle one show at a time.

In total, if you look at the meeting space that we are putting in,
210,000 square feet plus the additional exhibit space feet, 725,000
square feet, close to a million square feet overall, the typical con-
vention is somewhere between 100,000 to 150,000 square feet.

What we benefit most from with the new convention center is the
ability to handle multiple conventions at one time, to have one in
operation, one starting up and one breaking down all at the same
time so we keep that economic engine going as many days out of
the year as we possibly can.

As far as our target market is concerned, and I think this has
always been a point of communication, I think particularly in the
press that they have never completely gotten the story straight.
Our target market is a very select group of associations. They com-
prise 85 percent of the total convention market. But it is profes-
sional associations, corporate conventions and international meet-
ings. We are the ideal target for that particular market. We have
all the amenities that they are looking for. Our hotels are more ex-
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pensive than other areas in the country. These are groups that
clearly can pay the rates that exist here in Washington. That tar-
get market comprises roughly 85 percent of the total convention
and meeting industry.

We are not on the other hand, and I would like to emphasize
this, focused on large-scale industrial shows or regional meetings.
Typically the large-scale industrial shows like the consumer elec-
tronics, print show, and COMDEX focus on a lot more exhibit
space, on environments where hotel rates are a lot lower and where
there is a different locational mix in terms of ability of people to
get in there. Chicago, Las Vegas, Orlando, and New Orleans are
really focused on that particular market. It is a market that has
only roughly 15 percent of the shows. There is more than enough
supply in those particular cities to do it. I think from our point of
view, it would be uneconomic to focus on a center with those sites.
Let us take advantage of our strengths and focus where we need
to.

In terms of the impact of the new center, it has been covered by
others. In the District, $776 million in total economic impact. In
the metropolitan region, $1.4 billion in 2006 when the center fully
stabilizes.

In terms of employment, it has also been discussed. In 20086,
roughly 10,000 jobs directly or indirectly resulting in the District
and roughly 18,000 in the metro region in its entirety. I would like
to point out that we are not just talking about jobs. This is not flip-
ping hamburgers. That when you look at the construction trades
during the construction period of this particular center, there will
be, on average 1,000 workers involved in construction. The average
compensation for those workers range between $25,000 and
$60,000.

Once the center is completed, the hospitality industry is one in-
dustry that is going to have the major impact. The range of start-
ing jobs there is somewhere between $24,000 and $33,000. These
are meaningful jobs, that people can raise a family in the District
of Columbia on that. I think that is important to understand.

I think the major strengths of the proposed center have been
mentioned by the Mayor and by members of the City Council. One
of the things to point out is that our customers are really enthu-
siastic about the location. It is a very attractive location, one of the
best in the country in the sense that it is near a number of head-
quarters hotels. There are plenty of hotels in the area, 24,000 over-
all, 3,000 within a half a mile. We have all the restaurants, monu-
ments and museums nearby. We have onsite a Metro subway sta-
tion and plenty of parking in the area. In terms of ranking us in
terms of people’s desirability, I think we rank extremely high.

A lot of things have been accomplished so far. I think we have
come a long way, as has been pointed out, with the environmental
impact statement completed, the Commission of Fine Arts approval
done, the NCPC approval achieved. We have gone through an eco-
nomic impact study with Coopers & Lybrand.

We have finally reached, about a month and a half ago, a guar-
anteed maximum price construction contract which was negotiated
and it was bid and we had very good competition. The Clark Con-
struction Co., a Washington, DC-based firm, one of the top five
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largest in the country, a company that did the McCormick Place
that was just recently completed in Chicago, was successful along
with their joint venture partner, one of the largest minority con-
struction firms in the country, Smoot being their partner, and so
it is a team of Clark and Smoot, that team also did the MCI Arena
and was very successful with that.

We have received D.C. Council action and the support of the Fi-
nancial Control Board. I guess we are now at a point where we
need your support to move forward. We have reached agreement
with the contract with the Clark team on a guaranteed maximum
price overall. In essence, the construction manager, Clark/Smoot,
must deliver the project at a cost not to exceed a guaranteed maxi-
mum price of $500.6 million. I would point out the construction
costs are fully bonded and that all subcontract work must be bid
out and performed under fixed price subcontracts. The construction
manager will not be given notice to proceed with primary construc-
tion activities until an affirmative action subcontracting plan has
been accepted by the Authority. We view this as one of our prime
responsibilities to engage as many minorities, as many residents of
the District of Columbia, as much activity within the District as we
can, and so we are very serious about making sure that the affirm-
ative action subcontracting plan fits in with our overall targets.

The construction manager and the Authority will share cost sav-
ings, with the Authority getting 75 percent of any savings, the con-
struction manager receiving 25 percent. The construction man-
ager’s share of savings is increased when LSDBE goals are exceed-
ed, and reduced if they are not met.

In terms of the overall project cost, the project cost is $650 mil-
lion. I have mentioned the guaranteed construction maximum price
of $500.6 million. Soft costs total $97 million, including land and
demolition, the environmental impact statement, hazardous mate-
rial remediation, all of the architectural, engineering and other
consultants, insurance, and all of the community impact mitigation
that Dr. Brimmer mentioned earlier.

It also includes equipment costs as a budget item at $22.3 mil-
lion and an overall project contingency of $30 million, for a grand
total of $650 million. That will be the responsibility of the Author-
ity and we are certainly prepared to do that. Included in the over-
all $650 million is the $30 million of contingency included in a line
item by the Authority as well as another $10 million included in
the GMP construction project. As was mentioned, not included in
that is the Federal support we anticipate receiving that is essential
for the project to be completed. That is roughly $25 million for the
Mount Vernon Station expansion by Ramada which has been in-
cluded tentatively in the 1999 D.C. appropriation as a contribution
of the Federal Government.

Also we need to do the offsite utility relocations. The Department
of Housing and Community Development’s CDBG Federal grant of
roughly $10 million that we need to accomplish those tasks, that
is where I think we need support overall.

In terms of the project schedule, it is our anticipation that we
will begin utility relocation in August, that the construction will
begin early next year. The utility relocation involves a significant
amount of development on the site. We will be breaking ground in
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September of this year. We anticipate the construction lasting until
March 2003, a foot-out being completed at the same time, and the
commissioning would take place in March 2003 overall. So, a very
solid schedule. We look forward to moving forward with it.

As far as the financing plan, I think it is important to talk about
the financing plan, first, it has been approved by the District, and
also what our intentions are beyond that. The financing that we
have anticipated is a total bond issue of $645 million, of which
after issuance costs we will wind up with $616 million. That $616
million will be used partly, $550 million for a construction fund,
the balance will be put in reserve funds required by the investment
community, debt service reserve funds of $45 million, capital re-
placement reserve fund of $9 million and financing costs of $12
million. So that with the net proceeds, less the reserves, construc-
tion fund that I mentioned earlier of $550 million, plus cash we
have on hand and investment earnings that we are receiving on
taxes that we are already collecting, we have the $650 million nec-
essary to complete the project. If we were to move forward with
that program, we would anticipate repaying the bonds over a 30-
year period and that the average interest rate would be approxi-
mately 5.6 percent overall.

What we have been exploring, and one of the reasons why we are
very anxious to get you to act as quickly as possible while interest
rates are low, is a much more aggressive financing plan that Dr.
Brimmer mentioned earlier. We think that it may be possible, in-
stead of having a senior-junior lien structure, to in fact, given cur-
rent interest rates, to reduce the term of the bonds from 34 years
to 30 years; to not require that there be a junior lien piece but that
there be only a senior lien piece that would be fully insured and
be fully rated AAA bonds overall, we could reduce the interest
rates, we think, to approximately 5.2 percent and as a result of
that I think have much more economic financing for the project as
a whole and a significant savings overall.

A third important point I would like to raise, and this is a person
who is the administrator of GSA and he has experienced this prob-
lem in the past, and that is that there have been very few projects
where capital has been set aside year to year and reserves taken
sufficiently so that when a major maintenance needs to be done on
the facility and a rehab of the facility needs to be accomplished,
that there is money there set aside to accomplish that task. I think
this is the first project like that that is going to occur in the Dis-
trict, and I think if I could comment about the Federal Govern-
ment, I think it would be the first project the Federal Government
was in any way involved with where that is accomplished.

I think we have got ongoing capital available to maintain the fa-
cility and upgrade it and modernize it over time. I won't go into
the Act 12.379 that Ms. Jarvis outlined in terms of what we are
trying to accomplish in terms of limiting tax revenues and the like.
I think that has been pretty well covered. As you can see on page
15, we are dedicating tax revenues of hotel and restaurant sales
taxes, they expect to increase over time, and as Dr. Brimmer has
pointed out, that our financing is fundamentally based on the 1997
tax collections increasing by approximately 1 percent per year, a
conservative approach to financing. Our expectations when you



40

look over the last 8 years, that tax revenues have in fact in the
hotel sales tax increased by roughly 3 percent per year. Since this
is a closed indenture and all of the excess tax flow collected
through tax revenues need be used to pay down the bonds, we are
anticipating that even though we might have a financing of hope-
fully 30 years, that as a result of the structure that we have in
place;11 'ihat we could repay those bonds at a considerably faster rate
overall.

With that, I would like to close and just say thank you for your
time and I look forward to answering your questions.

[The prepared statement of Mr. Golden follows:]
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Chairman Davis, Delegate Norton, Members of the Subcommittee, my name is
Terry Golden and I am appearing before you today in my capacity as Chairman of the
Board of Directors of the Washington Convention Center Authority. 1 would like to
thank you for giving me the opportunity to appear before the Subcommittee to
discuss a project of enormous importance to the District of Columbia -- the
development of the new Washington Convention Center.

We all know that Washington is one of the nation’s leading destinations for
both tourists and conventioneers. Last year, the Nation’s Capital played host to more
than 22 million tourists and another 6 million business and convention visitors.
Collectively, visitor spending totaled nearly $10 billion in 1997. Impressive as those
numbers are, if they are to increase in the coming years, the District’s convention
facilities must be able to accommodate the technological and functional requirements
of today’s meeting and exhibition industry.

Our current convention center can no longer meet the needs of our target
market. Once the fourth largest convention center in the country, today it ranks
number thirty. Our present facility has only 12 loading docks and, more importantly,
it can host only a single show at a time. The upshot is that the District is losing
valuable market share to the likes of Philadelphia, Atlanta, and Orlando.

The new Washington Convention Center at Mount Vernon Square has been
designed to meet the needs of our target market, which consists of professional

associations, corporate conventions, and international meetings.
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Together, these groups account for 85 percent of the total convention and
meetings industry, and our new facility will accommodate 100 percent of that market
for the foreseeable future.

The new convention center will total 2.3 million square feet, with 725,000
square feet of prime exhibit space, 150,000 square feet of dedicated meeting space,
66 loading docks, and a 60,000 square foot ballroom, which will be the largest in the
Northeast. The ballroom space is flexible space, so it will be possible to configure it
as additional meeting space, thereby providing a total of 210,000 sq. ft. of meeting
space. The new Center also will have state-of-the-art technology.

The building has been designed by an award-winning team of architects and
engineers who have worked on convention facilities throughout the country including
Philadelphia, Atlanta and Chicagb. The design has been approved by both the
Commission of Fine Arts and the National Capitol Planning Commission.

While the new Washington Convention Center will be a handsome addition to
the District architecturally, the real reason for building this facility is the enormous
economic contribution it will make to the City and to the region.

According to Coopers and Lybrand, the new Washington Convention Center
will produce in the District $776.7 million in total economic output in its fifth year of
operation. By the fifth year, the region as a whole will realize $1.4 billion in total

output.
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Just as significant are the jobs that will be created in the District. By the fifth
year of operation, the project will support 9,750 full and part time jobs in the District,
while in the region 17,580 full and part time jobs will be produced.

We are well aware that this project has its detractors. But it is terribly
important that you know how much support there is throughout the city and in the
Shaw neighborhood for the new Convention Center at Mount Vernon Square. Over
20 Shaw area civic organizations -- including three surrounding Advisory
Neighborhood Commissions -- have endorsed the project.

We have undertaken a number of steps to mitigate any adverse community
impacts. The entire building has been lowered one whole level to reduce the apparent
massing, and L and M Streets both will remain open to pedestrian and vehicular
traffic. To better serve the Shaw community, the new Center will include
approximately 44,000 square feet of street-level retail space fronting on 7" and 9"
Streets. Our goal is to be as friendly to the surrounding community as we will be to
visitors in the building.

With respect to the construction cost, our Construction Manager (CM), the
joint venture of Clark/Smoot, has agreed to a $500.6 million Guaranteed Maximum
Price (GMP) for the project. If there are construction cost overruns, they will be

borne by the Construction Manager.
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The construction management contract that we entered into has been structured
in such a way as to encourage costs savings, with 75 percent of any savings going to
the Authority and 25 percent to the CM. Further, the contract outlines aggressive
local, small and disadvantaged business enterprise subcontracting goals.

In order to reach the GMP, the Authority worked with the Construction
Manager to clarify construction details, received independent cost estimates, and
engaged in a value engineering process that found less costly ways to undertake the
project. Neither the design nor the function of the building were compromised during
the value engineering process. In the end, the Authority was able to negotiate a GMP
that is consistent with the project budget.

Total cost for the entire project is $650 million, inclusive of the GMP.
Additional costs include: $97 million for soft costs such as legal and other
professional services; $22.3 million for equipment and fixtures; and $30 million for
construction-related contingencies. The budget anticipates that improvements to the
Mount Vernon Square Metrorail Station and some off-site utility relocation costs will
be funded through grants from the federal government. Specifically, the President’s
FY 1999 budget inctudes $25 million for the Metrorail station and $10 million for the
utility work.

The City Council of the District of Columbia has approved the financing plan
and the GMP for the project. These items also have been approved by the Financial

Responsibility and Management Assistance Authority.
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The financing plan anticipates issuing approximately $645 million in par
amount bonds with net bond proceeds equaling $616 million with a 34-year senior
and junior lien structure. Bond proceeds will finance $45 million in Debt Service
Reserve Funds; a contribution of $9 million to the Capital Renewal and Replacement
Reserve Fund; and $12 million for financing costs. Finally, the Authority will utilize
the more than $100 million in cash and investment earnings on hand to fund the
remainder of the $650 million budget.

This is a very conservative model that the Authority will continuing to refine,
and we may present to rating agencies a more aggressive financing structure to
achieve a transaction which could have a 30-year term of senior lien debt only.
Again, I believe that you will conclude, as others have, that our plan is extremely
conservative.

A recent analysis of potential future revenue generated by the dedicated taxes
indicates that more than enough money will be available to support repayment of the
bonds. While the Authority based it financial model on base year revenues totaling
$44 million, the report indicates that in 1999, dedicated tax revenues will be $52.6
million and in 2007 revenues will be approximately $71.4 million.

Development of the new Washington Convention Center is essential if the
District of Columbia is to continue to grow and prosper. The Convention Center

Authority has worked diligently to bring us to this point.
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The New Washington Convention Center enjoys broad support in both the
public and private sector. The new Center has been enthusiastically received by our
customers. With your support, we can begin this critical economic development
project this year.

Therefore, I respectfully urge the Subcommittee to authorize the Washington
Convention Center Authority to issue bonds and to spend funds for construction of a
new convention center at the Mount Vernon Square location. We also request that
the Subcommittee waive the 30-day Congressional review period for the
“Washington Convention Center Authority Amendment Act of 1998,” which was
recently passed by the Council of the District of Columbia, signed by the Mayor and
approved by the DC financial Control Board.

Waiver of the 30-day review period will allow WCCA to complete the bond
transaction in August and take advantage of the currently favorabie interest rates in
the municipal bond market.

Mr. Chairman, that concludes my formal statement, and I would be delighted to

answer any questions that you might have at this time.
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Mr. Davis. Mr. Golden, thank you very much. Let me start with
the first question and then I am going to yield to Mrs. Morella for
the questions.

The GAO report, as you noted, talked about $58 million. Almost
$18 million was in vendor-provided equipment. Utility relocation
was $10 million, Metro station upgrade, $25 million and $5 million
for project administrative costs. These are additional costs which
were not included in WCCA’s total. If the $650 million is the
agreed-upon cap, how do you envision coming up with the funds to
cover these additional costs?

Mr. GOLDEN. I think that when we have assumed—there are two
major categories. We anticipate vendors supplying some of the
equipment so that we won’t come out-of-pocket for them, and I will
talk about that in a minute. The second, we are anticipating sup-
port from the Federal Government and Federal funds to pay for off-
site utilities and the Metro expansion.

Mr. Davis. That is $35 million there in Federal dollars.

Mr. GOLDEN. That’s right. And the difference in costs, if we could
go through the GAO expenditures, we had a project budget of $650
million. Vendor-supplied equipment would account for $18 million.
Offsite utilities which would be funded by Federal CDBG grant
would be $10 million. The expansion of the Mount Vernon Metro
site would be $25 million, funded by a Federal grant to Ramada
directly.

Project administration, which is the other item that was in-
cluded, $5 million, is part of our annual budget. So that that is
being currently funded through our existing tax revenues.

What they in fact did was allocate out, separate the project costs
from the ongoing operations of the convention center and allocated
that to the project. Those funds are anticipated in our overall Con-
vention Center Authority budget, a total of about $708 million.
Just from an accounting point of view, we at the convention center
will be responsible for $650 million of that.

As far as the vendor-supplied equipment is concerned, the $18
million there, let me see if I can provide a little bit of detail on
that. Included in that would be vendor support for the central plant
in the amount of $9 million. That would be the major central plant
which would be provided by a vendor for steamed/chilled water and
electricity. I might point out that we have already had discussions
with three suppliers who are anticipating and would anticipate
contributing more than $9 million overall to this process. It rep-
resents a significant change in how convention centers in major
structures operate in today’s deregulated environment.

As an example, at McCormick Place, which is the most recently
completed convention expansion, McCormick Place received $20
million in support and in fact the central plant is being operated
by an outside vendor. I think there is significant synergies involved
in this particular process. As an example, unused capacity that is
available in the center can be used by the surrounding environ-
ment. If we have days on which the center is not in operation or,
as an example, at night when the center is closed down, chilled
water generated at that plant can be in fact delivered to surround-
ing hotels and other businesses to be sold to them. So this would
be a process as far as the central plant is concerned where not only
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would the utility delivery be provided by someone ejse and the
equipment provided by someone else but the employees who would
be operating the center would be on someone else’s payroll and we
would be paying for units of energy that we are receiving in one
form or another; and when that energy wasn’t being delivered to
us, it would be delivered to somebody else, and there would be sav-
ings involved with that overall. It is really a concept of outsourcing,
and I think that the vendors would prefer to use their own equip-
ment and make their own arrangements in the surrounding com-
munity. :

As far as food service is concerned, we have included in terms of
equipment to be provided by the vendor $5 million. As an example,
this is a standard practice in the industry. Javits in New York, the
Javits Convention Center in New York received $9 million. MCI
here, the arena received $10 million in equipment being provided
by vendors. Almost all of the convention centers in the country use
this same process of having the outside vendor provide the equip-
ment. The analogous situation would be in a typical office building
or other structure where there is a restaurant involved, that typi-
cally the developer provides a space and the restaurateur provides
his own equipment. And really I think when you look at it from our
own experience within Marriott, when in many cases our sister
company is providing service to a college, it is very typical to pro-
vide the equipment as well, and I think you wind up with a profes-
sional in the business providing the equipment that he wants and
being responsible for overall delivery as well as the equipment.

Telecommunication is a third item, $4 million. Telecommuni-
cation was provided to convention centers in Dallas, Houston, Den-
ver and Atlanta. Again, it represents part of our new deregulated
environment in terms of profit centers. It is no longer a cost center.
We currently have Bell Atlantic providing the service. We pass
through the cost of that but we don’t pass it through as a profit
center. What our anticipations are in the future is that this will be
viewed as a profit center, run as a business, franchised out to the
person delivering this service, and they who are experts in tele-
communications and in providing the service can provide the equip-
ment and keep up with the rapid change in technology and maxi-
mize our income over time.

As you can see from a vendor point of view, we anticipate receiv-
ing $18 million, but it is all part of a program of change within our
industry as a result of the effect of deregulation overall.

The offsite utilities that we talked about earlier, $10 million, we
are working with the city to get directed from the city’'s HUD
CDBG block grant sufficient money to handle the relocation of off-
site utilities. From our point of view when you look at the Metro
expansion, the $25 million, I think it is very important that Con-
gress act in a favorable way, support the District’s budget so that
we can expand the Metro station, that Ramada can expand the
Metro station at the same time the rest of the project is being com-
pleted so that it is there and available to support the increased ac-
tivity both in the convention center and the surrounding shop com-
munity, reflecting the increased economic activity overall there.

Mr. Davis. Thank you. That is the short answer, I guess.

Mr. GOLDEN. Would you like the long answer?
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Mr. Davis. Thank you. I am going to yield to Mrs. Morella for
some questions.

Mrs. MORELLA. Thank you, Mr. Chairman. Picking up on that
last abbreviated response, actually if you are, and you say you are
depending upon the Federal Government for some of that funding
to cover the additional costs, do you have a contingency plan if the
Federal Government does not come through with that money?

Mr. GOLDEN. I think we have a plan but I don't think it is as
good a plan overall. I think the difficulty is, obviously we are not
looking to the District for financial support. The Authority is stand-
ing on its own as a result of its tax revenues. We clearly think that
this is an essential project for the community. The President has
included that in his budget. It is essential I think, if we are really
going to see revitalization in the District, for the Federal Govern-
ment to be a participant. I don’t think it is at a particularly signifi-
cant level. I think the alternative would be for us financing more
costs. In my sense it is just not prudent, given our budgets at this
point, to include those costs. I think you could stretch and stretch
to get the job done if it were absolutely critical but I think for all
of us, both the Federal Government and for the District of Colum-
bia, the Convention Center Authority, we have a very solid project
that represents good economic potential for the community. I don’t
think we want to start the process with a structure, a financial
structure in place to get the job done that is less than reflecting
the overall quality of what is being done. I think it would put too
much stress on our budget overall.

Mrs. MORELLA. That doesn’t mean, though, you don’'t have to
think about a contingency plan. Dr. Brimmer, do you want to com-
ment on that?

Mr. BRIMMER. Yes, Mrs. Morella. On that last point, I would like
to make two points. First, the $25 million which would be——

Mrs. MORELLA. That the President asked for.

Mr. BRIMMER. That is for expansion of the station. That is not
a part of the structure of the convention center. That is Ramada’s
responsibility. It is a part of the already existing transportation
system. It would clearly be helpful to the convention center, would
expand the transportation capacity, would make it more efficient.
If the center were to borrow money to expand a Ramada facility,
that would be a most unusual claim. And so I would hope that we
wouldn’t come to that.

With respect to the $10 million, that is a block grant. Those
funds would be in the HUD budget as a part of its traditional block
grant authority. The Housing and Community Development De-
partment in the District has already earmarked those. Let me as-
sure you that if they get any money, and there is every reason to
believe they would, that $10 million would be earmarked and go to
this project. That is a part, the relocation of the utilities is a part,
is necessary for the convention center and that ought to be counted
as a part of the center. The Ramada station is ancillary to the cen-
ter and supportive of it but not a vital part of it.

Ms. CROPP. Mrs. Morella, if I may suggest that perhaps there
needs to be more unity with a regional approach to assure the $25
million remained in place. Because I see great benefits from that
coming from our surrounding jurisdictions, in that we have talked
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about the spinoff to the region for the convention center. Certainly
with the expansion of Ramada and the subway station, that will
enable better access from the surrounding jurisdictions. So I think
that that is a good opportunity for all of us to use a regional ap-
proach to ensure that the $25 million stays intact.

Mrs. MORELLA. I am even going beyond that. I am looking at the
GAO report that Mr. Golden talked about which would include an
additional $58 million in projected costs, according to today’s paper,
also. But I am wondering, also, are there some other additional
costs, too, in addition to that $650 million that we should be aware
of? Is there anything that is not included in that guaranteed maxi-
mum cost?

Mr. GOLDEN. Let me say there is more than the guaranteed max-
imum price. There are other costs that we enumerated in that
schedule. But I would say that with the $650 million that we are
receiving, that the project costs that the Authority is paying plus
the Federal moneys that are being received, we have adequate
money to complete the job and we have a significant contingency
in the project, and that most of the costs of the project are covered
by the guaranteed maximum price which is a bonded price, where
the contractor has significant responsibility and overall responsibil-
ity in most cases for cost overruns.

Mrs. MORELLA. So you seem pretty confident about that.

Mr. GOLDEN. I generally feel very good that, No. 1, we have got
a great contractor, that we have had some significant negotiations
on the guaranteed maximum price. Personally I anticipate savings
in the overall guaranteed maximum price. I think if you went back
and looked at the last job Clark did, in the McCormick expansion,
that there were significant savings. I think the structure is one
where we have been as aggressive as we could with the contractor
in terms of getting a price, but I feel very comfortable that the
project can be completed within those costs and that we have ade-
quate contingency.

Mrs. MORELLA. Your assurances are pretty comforting to us. I
hope you will keep us posted. I hope you are absolutely accurate
on it.

I would like to ask another question that deals with that affirma-
tive action that had been referred to throughout the testimony. Dr.
Brimmer mentioned it. You mentioned it. I think the contract calls
for 51 percent of the new hires to be District residents. I wonder
what you are doing to comply with that. And then I want to go be-
yond that with regard to affirmative action. How do you describe
those provisions, and do they include hiring more women and what
are your plans for that?

Mr. GOLDEN. I think that as far as the construction manager’s
contract goals are concerned in the area of local small disadvan-
taged business enterprise goals, that our targets are that 35 to 45
percent of the project’s construction work go to LSDBE contractors.
I might point out that we have significant incentives for that num-
ber to be higher, that as the contractor’s participation in savings
and profitability increases, the higher the percentage of LSDBE
work that is completed is accomplished.

In addition to that, we have a goal defined as 51 percent of new
hires being D.C. residents, 42 percent of new hires are minority
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tradespersons, and that 6.9 percent of new hires are female
tradespersons overall. And that before we start the project, that in
terms of the LSDBE goals and our employment program overall,
that they need to submit an overall program and that has to be ap-
proved by the Convention Center Authority before they are allowed
to move forward.

One of the things that we have imposed upon the contractor is
that he conduct market research to identify LSDBE resources and
we have created a committee on which there are members ap-
pointed by the Council, members appointed by the Convention Cen-
ter Authority and the local LSDBE contracting community, and
that one of our directors, Harold Johnson, has assumed responsibil-
ity for the Convention Center Authority to monitor this. It becomes
a major focal point as far as the Convention Center. The construc-
tion manager has got to conduct market research, identify potential
suppliers eligible for certification, hold business opportunity fairs,
and submit monthly status reports on the status of LSDBE con-
tracts. I think ultimately that there is a financial incentive for the
contractor to perform and a contractual requirement that he does
perform overall in this particular regard.

Mayor BARRY. Let me also say, Congresswoman, that the 51 per-
cent D.C. residents has been in existence for almost 15 years in
terms of the first source; in fact, all D.C. government contracts. It
has been very successful. We used it at the MCI Center. In fact,
our challenge was we had four or five times more people wanting
to work than there was work available. So the supply side is not
new to the District. That provision is not new.

Mrs. MORELLA. Dr. Brimmer.

Mr. BRIMMER. Mrs. Morella, when we met with the leadership of
the convention center last week, one of the items we focused on ex-
plicitly was the set of goals and targets with respect to minority
and disadvantaged business participation. We reviewed the targets
which Mr. Golden just described and we made as a condition of our
approval that these targets be set and be achieved. We also look
forward to receiving the reports on a monthly basis or at least peri-
odically from the convention center, so we will ourselves at the
Control Board be monitoring these along the way. And we were
satisfied that they have not only set targets but they have put in
place a mechanism to assure that these targets are achieved along
the way, so that they would not be faced with the situation where,
say, the master contractor would turn up later and say, “I tried but
couldn’t do it, and therefore I don’t get the savings,” but they have
put in place a mechanism to make certain that it happens along
the way. So we were persuaded that they are on target.

Mrs. MORELLA. The percentage of women, you say, is 6 percent?

Mr. GOLDEN. That is right; 6.9 percent.

Mrs. MORELLA. How did you come up with that figure?

Mr. GOLDEN. I think there was a lot of discussion about what
was available and what was achievable. We had independent looks
and involvement with our consultants in terms of what we thought
was realistically achievable in terms of new hire for female
tradespersons overall. This is during the construction process.

Mr. Davis. If you would yield to me for a second, we talked about
this in the briefing; it is the decision that was made, we are not
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going to play with it in any way. You feel, though, that by having
these set-asides and so on that it increases the cost of the project
as opposed to not having them? We can’t just look at the project
costs by themselves, without looking at all of the other social and
economic goals.

Mr. GOLDEN. That is sort of saying if you look at one part and
don’t look at the totality of the impact. I think if you look at what
we are trying to accomplish as a community, it is to create employ-
ment and to create opportunity in our own community, and to not
impose these requirements or not to do this would be—and I am
as a businessman looking for the lowest cost overall, but not to
take advantage of this opportunity to have it impact those who are
unemployed and those who are underserved in terms of jobs would
be——

Mr. Davis. I think you have answered the question. It may raise
the cost but you have competing goals that you are trying to accom-
plish.

Mr. GOLDEN. I think the Authority clearly understands what it
is trying to do, and that is, increase economic activity in the city
and to increase jobs for D.C. residents.

Mr. Davis. That is fine. OK.

Mrs. MORELLA. Just a final point, I guess to Dr. Brimmer. Is
there a mechanism that has been put in place to assure compliance
with the contract?

Mr. BRIMMER. Yes, they assured us they had.

Mrs. MORELLA. Do you have a mechanism? I mean the Control
Board?

Mr. BRIMMER. We won’t be operating this. We will get the re-
ports. We will evaluate those. As I said, that is the monitoring we
can do. I assure you that if it turns out that they are falling short,
the Control Board will work with the Convention Authority to
make certain they are achieved. But no, we did not put in place,
for example, to show the range for construction work is 35 to 45
percent. We did not fix the quota. The Convention Authority has
not fixed a quota. We didn’t impose a quota. They have set targets
and goals. They have in place a mechanism to make certain they
achieve them.

Mrs. MORELLA. But you need some monitoring to make sure that
it is going to be achieved, right? The Control Board is the proper
place to do the evaluation or assessment as you move along.

Mr. BRIMMER. They will do that.

Mrs. MORELLA. They will do that?

Mr. GOLDEN. We have a requirement that we produce a monthly
report on how we are performing in comparison to our goals, and
we have a committee that comprises people from outside the Au-
thority itself overseeing that particular process. There is a mecha-
nism in place to provide the information. We have one board mem-
ber whose responsibility is to focus strictly on that. We are going
to produce the information and we are going to have a cross section
where we have representatives of the LSDBE community involved
in the process, and we will have the information available to the
§/Iinancial Control Board as well as to the City Council and the

ayor.
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Mrs. MORELLA. Fine, thank you. I look forward to continuing to
learn more about this as it progresses. I wish you all well. Thank
you, Mr. Chairman.

Mr. Davis. The delegate from the District of Columbia, Ms. Nor-
ton.

Ms. NORTON. Thank you, Mr. Chairman. Essentially there ap-
pear to be four major issues raised by the convention center, some
of them only tangentially relevant to the Congress, relevant insofar
as they may impede upon price and financing in some respect, but
they are size, cost, jobs and location.

Just to finish up on the line of questioning that was just opened
on jobs, I just had a job fair at the biggest location I could find,
the Old Pension Building, with minimum publicity only through
my newsletter. And just the day of it, a ton of people were to come,
and 4,000 people showed up and they all had to show evidence that
they lived in the District of Columbia.

Increasingly, I am no longer in the business of trying to bring
jobs to the District. I spent a lot of money keeping the 2,300 jobs,
the SEC jobs going to Montgomery County last term, a lot of time
and effort, a lot of time and effort getting the 5,400 jobs from Crys-
tal City to come here rather than go to California. Of course, there
is a great economic development benefit there because with the
renovation of the Navy Yard, there will be substantial economic
benefits to the District. But the fact is that one looks at who are
employed, whether we are talking about entry level jobs or jobs
going up the scale, what we see is the massive destruction of our
middle-income and even working-class population with the flight
out of the District. So we can talk about hiring D.C. residents all
we want to, even for hotel jobs, entry level hotel jobs, they are com-
peting with an available pool, particularly from Virginia, eager to
work, with experience in working in Virginia hotels, leave alone
construction jobs or other jobs where some training is required. The
population of the District that has been losing is the population
that had government jobs and other jobs. If you look at the break-
down of who goes, it is absolutely astounding.

Therefore, my concern really goes to training. I don’t think it is
relevant to discuss D.C. residents without superimposing on that
how we are going to make certain that people have the kind of
training that will make them competitive with others who will
come right in there for the jobs as well. Let us take construction.
Until the Reagan administration, the Federal Government funded
unions and industry for apprenticeship programs. And over time
one saw, particularly in the 1960’s and 1970’s, a growth of a work
force that was ready for the skilled craft jobs that pay money with-
out having people go to college and do other rigmarole.

What I am interested in is what the Authority can do or intends
to do to make sure that we have a competitive pool so that you can
meet the 51 percent. Monitoring it won’t meet it. Punishing people
through nonmarket enforcement mechanisms won’t meet it, be-
cause what you will have on the other end are timeframes and
quality factors. The kinds of things that are generally discussed do
not reach what I understand to be the core problem of employment
of residents of the District of Columbia that, increasingly, our resi-
dents have less and less opportunity, more and more advantage.
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And therefore, very specifically, my question is with respect to
jobs from the entry jobs on up, what kind of training or other job
readiness mechanism will be in place to assure that these figures
can be met quite apart from monitoring, quite apart from punish-
ment, quite apart from fines, based on ordinary business practices
and what it takes to get a convention center built and done with?

Mr. GOLDEN. Let me see if I can respond to that question, be-
cause I think there are really two elements of it. One is during the
construction period and then the other is how do you get perma-
nent jobs. I think the Authority recognizes that that is one of the
primary issues of the District and it is one of the primary respon-
s}ilbilities of the Authority to be an active participant in both those
things.

As far as the construction period is concerned, what we have
committed to, both with the Shaw community and as a part of
outer community impact work overall, is a major apprenticeship
training program that our contractor, Clark, now has responsibility
and is working right now and is part of his program to train Dis-
trict residents in the building trades so that we can comply with
the 51 percent. Not only is there a significant target that needs to
be achieved and good reporting, but there is a requirement as a
part of our moving forward with our—having him sign off to begin
with and going over our LSDBE program—that we have a clear
outline and action taken on our apprenticeship training program
for the trades. So I think that is the major vehicle in which we
have addressed that issue.

I think in the long term as far as the hotel industry and the res-
taurant industry is concerned, I don’t want to steal too much thun-
der from the Hotel Association which is planning on doing some-
thing down the way, but I will suggest to you that there is move-
ment under way to create a hospitality high school so that we can
get young residents of this community trained and ready for work
in the District of Columbia. I will say that I would anticipate hear-
ing some good news within the next month to two and hopefully
prior to the groundbreaking ceremony where there are things tak-
ing place. I have to tell you, we have been very active in supporting
that program.

I would also say that companies like Marriott have a Pathways
program where we are already in certain areas, as an example,
Frederick Douglass/Stanton dwellings, working on a program with
the Noa Co., which is a training company to get people trained and
have them move into jobs. The fact of the matter is if you went out-
side the District, there is such low unemployment that there are
a lot of jobs in the hospitality industry that go begging in places
like Dulles Airport and that whole corridor out there that we as a
people who are in the business have got to figure.

So there is a need for employees and there is a need for us to
take advantage of the talent that exists in the District, within the
District, and that there are not a lot of people coming from the ex-
terior part of our region to employment opportunities of this nature
in the District.

I can say I think that there are some activities underway that
would help employment for District residents in the hospitality in-
dustry in the District. I would include not only the District but the
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nearby Maryland and Virginia suburbs, and that the Hotel Associa-
tion and the Restaurant Association have taken a lead in that and
I think they will step up in the next couple of months.

Mayor BARRY. Also, Ms. Norton, the convention center is using
the same model that we used at MCI Center with apprenticeships.
Even in those trades where you find very few D.C. residents or Af-
rican-Americans, it is made up in other trades. For example, brick-
layers and other areas made up, and laborers and others, so there
is an ample opportunity for D.C. residents to get apprenticeship
training and move into journeymen jobs. In fact, there are people
who were apprentices in the MCI Center who will now move over
to the convention center because of the same contractor.

Ms. NORTON. Mr. Barry, did you meet your goals with the arena?

Mayor BARRY. Yes. As I said, in some instances you have to
make up in some trades the lack of available African-Americans or
D.C. residents that were already trained as journeymen in certain
trades. We made it up in laborers and bricklayers and others
where you had an adequate number of people. Also, Ms. Norton,
the Restaurant Association and others are doing a number of
things in terms of culinary arts. A number of people at Martha
Washington and other places are now being trained. As Mr. Golden
said, the goal is by September 1999 to open this hospitality high
school which will then give us an additional number of people that
are there. That is the way I look at it.

Mr. Chairman, may I be excused? I changed my schedule from
9 to 11. I have a summit at UDC with about 500 young people talk-
ing about violence reductions and how we try to make our city
safer. I think that Ms. Cropp or others can answer anything that
I need to be asked.

Mr. Davis. You will be able to supplement any additional ques-
tions we have?

Mayor BARRY. Yes, sure.

Mr. Davis. Thank you for being with us.

Ms. JARVIS. Ms. Norton, may I add to the issue that the Mayor
spoke about, and that is, the low number of D.C. residents in the
trades. This has really been a very significant problem for us at the
convention center and with other jobs, because union members cho-
sen for a job are chosen from a list available at the union hall
which they rotate up. If you do not have minorities and women in
the list who have moved through the process, then they are not
made available for jobs. So through a very, very arduous series of
discussions over probably 7 or 8 years with the convention center
and now the Convention Center Authority, there has now been an
agreement with Local 1110 which I think is really a prototype for
what can happen with unions and admission of minorities and
women who have not historically been a part of the union member-
ship. They now are engaged in the training of folks who would be
available in that lineup when the list is called for more carpenters,
for example, for the center. I think it is a prototypical agreement
that I recommend to you and to others who are trying to make sure
that there is an appropriate representation.

Ms. NORTON. Do you have a copy of that agreement?

Ms. JARVIS. Mr. Golden could probably get it from staff very eas-

ily.
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Ms. NoOrRTON. This is D.C. residents, Ms. Jarvis, that you are
speaking of?

Ms. JARVIS. What is your question?

Ms. NORTON. This agreement involves D.C. residents?

Ms. JARVIS. Yes, absolutely. It is a seminal agreement. It took a
very long time. I don't need to tell you how resistant unions have
been to changes in the rules by which people are pulled off of a list
in order to go on a job. It is a historical and traditional approach
which I think we have been effective in addressing. But not with
all unions.

Ms. NORTON. I think this is very hopeful. I would like to have
that agreement for the record and I would like to see it myself for
what you say you have been able to do there. I am far more inter-
ested in the process than I am in the goals, because the District
often has the right goals. It has had extraordinary difficulty gen-
erally in the processes provided to achieve its goals. I would like
to ask you what controls, financial, managerial, are in place to
keep this project on schedule and within budget.

Mr. GOLDEN. There are a number of different mechanisms. I will
just try to cover some of the more significant ones. I think, first of
all, having a guaranteed maximum price in place and having the
contractor responsible for cost overruns related to that and for
delays in the project that he can control is the No. 1 leverage that
we have overall.

I would also say that I think we have a number of other mecha-
nisms. Clearly in terms of being concerned about overruns as it re-
lates to the $650 million, we have a $10 million contingency in the
guaranteed maximum price as well as $30 million outside of that
contract, so a total of $40 million there that represents about 8 per-
cent of the $500.6 million construction budget. So we have some
room in there to operate.

I think that one thing that most people in the community don’t
understand, that we have employed the convention center associ-
ates, a team of people, to work with us and support us and monitor
the process itself. We have working for us currently JBG, which
has done a number of projects in the community, taking a lead as
kind of the project manager, project adviser on this. We have in-
cluded on that team representatives of Turner Construction Co.,
the largest contracting company in the country, who are involved
in the day-to-day processes of managing the project, as well as an
architectural team of Thompson, Ventlett and Steinbeck, Devrouax
and Purnell, and Mariani Associates, all of whom have cost engi-
neers and people monitoring the project as well.

I think one of the things that has happened that we haven’t been
able to talk a lot about is, I think particularly over the last 6
months as a part of our negotiations with Clark, that we have de-
veloped a very good communication mechanism within the Author-
ity itself, with our project team, and that we have a very effective
group working on monitoring the architect and monitoring the con-
tractor overall. So we have in place people that are seasoned, that
have a lot of experience that we are paying to do that.

Ms. NORTON. Aside from the construction of the project itself, let
me ask you about the Authority staff, its flexibility and its exper-
tise. As this project began, tied into the District’s procurement, the
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Authority itself was weighted down with that process and all the
delays that were built into it. Do you think that the Authority itself
has sufficient flexibility and staff expertise to manage the center
and to do its work, to do the part of the management of the project
that is indeed its work? For example, how you tie it into the pro-
curement system of the District of Columbia.

Mr. GOLDEN. I think—let me answer that. We have been—I
think we have a very solid team in place overall. The general man-
ager of the convention center has been here for about a year. He
was involved directly in the development of the Philadelphia Con-
vention Center, has had a lot of experience there. Allen Lew, who
is the project manager within the Convention Center Authority,
had been for a long time prior to that associated with the Javits
Convention Center as the project manager there. So we have very
good capability.

I think we have dramatically strengthened our chief financial of-
ficer position with the addition of Jay Greene overall. So I think
we have some people that have had good experience overall.

I would also like to point out that it doesn’t require a staff of
hundreds on the part of the convention center to get this job done.
I think the smartest thing that we did as a group was hire profes-
sional people to work with us to get the job done. We have an ex-
traordinarily capable contractor. We have a very strong and experi-
enced project team that is working directly for the Authority, pro-
viding financial information, providing onsite supervision and the
like in the form of JBG and Turner.

And where I think that if we were to look a year ago and the
convention Authority were to comment that that team wasn’t work-
ing particularly well together, I think that to a person within the
Authority right now, we feel that through the fire and storms of
going through NCPC and Fine Arts and neighborhood concerns and
so forth, that we have pulled together as a team and that we are
very organized.

In terms of the overall management, the board meets every Mon-
day at 4 o'clock with the development group and with our outside
project team, and we go until whatever hour it takes, dealing with
all of the issues of the Authority once a week. So there has been
very active involvement on the part of the board of directors of the
Authority and direct involvement in the development process on a
weekly basis for as long as it takes in terms of number of hours.

Ms. JARVIS. Ms. Norton, the convention center’s procurement sys-
tem is not tied to the District. They have a separate——

Ms. NORTON. Certainly in the beginning it was just as cum-
bersome as the District’s in terms of the amount of time that it
took to get things done. I know that the District is streamlining its
system.

Mr. GOLDEN. The proof is in the pudding. We have the NCPC ap-
proval. We have got the economic analysis done and the environ-
mental impact statement. We have done something which is an ex-
traordinary event, whether you are a major developer or a munici-
pality, which is we have a guaranteed maximum price. We have
gone through a competitive bid process. We stopped the process, as
Dr. Brimmer said, and we started another process and got very
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good competition and we selected what we think is a very good con-
tractor.

Ms. NORTON. 1 want to know about the system. You know the
D.C. system. This system, at least in the beginning when I remem-
ber this project, kind of aped the D.C. system. We know everything
has to be competitive. In doing whatever procurement, are you sat-
isfied that as your own D.C. system is being streamlined, that this
system is sufficiently streamlined to get the work done without en-
countering problems?

Ms. JARVIS. Let me comment on the monitoring of contracts, es-
pecially local, small and disadvantaged. Historically the convention
center has had an outstanding record, better than most city agen-
cies, and that was something that my committee was responsible
for monitoring all along the way. And so they continued to have a
very outstanding record of contracting with local small and minor-
ity businesses. So that goes to the first part of your question.

The second thing is, I don’t think that they had a cumbersome
procurement system. I think the issues had to do, for example, with
the fact that there were few bidders and a necessity to go out for
another bid.

Ms. NORTON. I was talking about the kinds of service contracts
they had to let out for bid, and simply getting the work started in
the early part of the work on the convention center.

In any case, we have a new chairman. If you are satisfied that
this process is streamlined, I will accept that.

Parking. I need to know whether you all think that parking—we
know that it is the Metro that is important here, and that one of
the reasons for location here is access to Metro.

Nevertheless, there are parking needs and I would like your as-
sessment of the adequacy of the parking given the demand for
parking?

Mr. GOLDEN. The important thing from our point of view as it
relates to parking was that it was a concern from our perspective
from day one as to whether we had adequate parking and when
we—it was clearly a part of the NCPC process that we answer the
question was there adequate parking in the area. And we in fact
commissioned a study—an overall transportation study that ad-
dressed the issue of parking.

We feel very comfortable with the transportation management
plan that we have completed. There is approximately 8,700 avail-
able existing parking spaces within a 10-minute walking distance
of the convention center. We have had—I think the MCI experience
demonstrates the success of onsite Metro in relieving parking over-
all,

I think the areas, if you are to understand the convention center
during the week, it is really on the weekends that we get a lot of
people coming in for the garden show, the flower show, job fairs
and things of that sort, and there we can take advantage of the
8,700 parking spaces.

During the normal course of a convention, we do not have a sig-
nificant parking demand. Based on the results of the MCI Center
and the experience to date already operating a center in the exact
neighborhood, we have a pretty good handle on parking.
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Ms. NORTON. I have one more question about contingency. When
we did the Reagan Center, we found that there were problems that
nobody could have anticipated. I recall particularly that there were
underground water problems and of course we—there were cost
overruns there. We didn’t have the situation that you have here,
but obviously that was something you had to deal with.

I would like to know how a contingency is calculated given the
fact that there can be unknowns like that, whether you calculate
your contingency in light of some model for the industry, whether
you calculate it in light of what local conditions are, and simply
how you arrive at contingencies. So, for example, if there is a prob-
lem that no one anticipated, like water flowing underground, how
do you deal with it?

Mr. GOLDEN. There is a standard for a project like this in terms
of where you should be from a contingency point of view, and the
amount of contingency you have depends on the stage that you are
in the project. If you are in the early stages of design, you haven't
done the necessary soil testing, you don’t have a contractor, et
cetera. Typically you do your estimating, but include in that signifi-
cant reserve.

I think when you look at where we are now with the guaranteed
maximum price and the stage that we are in, we have roughly an
8 percent contingency on our GMP, which we feel very comfortable
with and is consistent with the standards within the industry over-
all.

I think that with that, and also with the nature of the GMP con-
tract itself, my own assessment of the GMP contract is that we are
going to experience savings on that contract and that there will be
more profit in it for Clark and that the negotiations were ones that
werief intense but left room for Clark to have savings in the process
itself.

So my sense is when you look at having an 8 percent contingency
overall at this stage and have a GMP contract where our assess-
ments is that there will be savings on the contract, that we gen-
erally feel comfortable.

Mr. Davis. We don’t know if you have a water problem or not?

Mr. GOLDEN. If you want to address the water problem, I would
like to have Ted Mariani talk about it because we have done exten-
sive borings and tests on that, and he can give you as a resident
expert where we are.

Mr. Davis. He has been sworn and we appreciate hearing from
you, Mr. Mariani.

Mr. MarianNt. The issue of water was obviously very critical to us.
As part of our team we have Musser Rutledge of New York, the
leading soils engineer in the country, who has done a lot of work
with the Metro system. They are very familiar with all of the deep
excavations in this city.

The 7th Street Metro line essentially is the same depths as we
are with the new convention center, and we have all of the infor-
mation from Metro. In addition, we did over 100 soil samples, even
15 deep bores going down into the rock strata, and we did a series
of pump tests which determined how much flow we would get in
the underground aquifer.
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The site is pretty good as far as water is concerned because of
the densities of the soil, and we have designed a slurry wall which
cuts off all of the adjacent water from coming into the site, and it
is locked into this underground impervious layer of dense material.

We have tested what we think that we are going to get in terms
of flow, and it is a very modest amount of water, probably 50 gal-
lons a minute, and this can be handled with a small pump, if you
will, but it is designed to take very large amounts with the drain-
age slab under the building.

We obviously are building right next to Metro along 7th Street,
and they have been monitoring everything we have been doing to
make sure that it is a fail-safe system.

We also have the experience of Tech World, which is a deep exca-
vation on the south side of Mount Vernon Square, and they did not
experience any significant problems in that deep excavation.

So we are not the same as the Ronald Reagan Building. They are
in a different part of town, much closer to the Potomac River, much
higher water table, and they made a few mistakes, quite frankly,
in that process which they had to pay for later on. We are going
about it in I think a much better way.

Ms. NORTON. Thank you. And thank you, Mr. Chairman.

Mr. Davis. Thank you very much. I just have a few questions.
Let me ask a question of Dr. Brimmer. What is going to be the role
of the Control Board in this project from this point forward?

Mr. BRIMMER. I would anticipate that the board will play the
same role that it has played all along. I have identified some of the
commitments that the board took on to monitor.

Over the last year board members, I and my former colleague,
devoted a great deal of time at the board level, along with senior
staff. I would strongly recommend that my successors devote what-
ever amount of time that is necessary to monitor and to participate
in the implementation of this project. My expectation is that they
will do so.

Mr. Davis. All right. I think it is the subcommittee’s expectation
that the Control Board will continue to exert their proper role of
oversight for the project. You are the first line, and of course the
city council will continue to work through this.

Is the revenue dedicated to funding the debt service require-
.qents resulting from the proposed financing plan engendered by a
locally approved sales tax where the long-term debt repayment in-
cludes a subject annual appropriation clause as is typically the case
on municipal bonds?

Mr. BRIMMER. That won’t be necessary here.

Mr. Davis. Will there be any impact on the rating of the bonds
themselves?

Mr. BRIMMER. No. First, there is no requirement for appropria-
tion. This is a dedicated tax. The tax is in place, and I assume that
there is no propensity to change that. The availability of the tax
and this commitment clearly, clearly will reassure investors in
these bonds.

First, the soundings we have done have indicated that the rating
agencies are anxious to review this matter. Potential investors in
these bonds have already expressed a great deal of interest, and
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those include bond houses who bought the city’s paper before, and
some who have not. So there is a strong indication of interest.

Moreover, the plan being considered most actively would involve
insurance for these bonds, so this would be enhanced and I would
expect this to be the equivalent of an AAA.

The recent experience of Rosier when it first entered into the
market, which attracted a great deal of support, strikes me as indi-
cating that these bonds will be equally sought after. They won't
have any problem marketing these, and the tax is the principal
base for insuring that.

Mr. Davis. So the debt issuance required to finance the project
does or does not count against the debt limits for the District of Co-
lumbia?

Mr. BRIMMER. It would not. This is a revenue bond and revenue
bonds would not count.

Mr. Davis. OK. Ms. Jarvis, let me ask you and Ms. Cropp a ques-
tion. Some have said during the Council hearings on this issue that
this new convention center will be obsolete in 10 years and in need
of expansion. Do you think that is the case, and what is the plan
to pay for that expansion and what would that expansion entail?
If it is going to be paid through private funds, has anyone asked
for a letter of intent for that purpose?

You can both speak to this.

Ms. JARVIS. Let me just say that the chairman asked about ex-
pansion and asked the Convention Center Authority to come back
with a proposal for connecting the existing convention center to the
proposed convention center.

The Authority did come back with such a proposal, and identified
not only additional underground space that could be used for addi-
tional exhibition space, but parking for 2,000 cars and above
ground development of hotels that would pay essentially for the
cost of the expansion of the center.

Your question is whether any private sector entities have come
forward to indicate their interest in it.

I would say that none have come forward in an official way be-
cause what the city has to do is issue a request for proposals once
there is no further need for the existing convention center, so there
is a process that we have to go through. And frankly the chair-
man’s question and the response from the Authority very much in-
form that process of what the request for proposals ought to look
like at such a time as the new convention center is up and the ex-
isting convention center is available.

Ms. CroPP. Mr. Chairman, what also made that whole process
and scenario exceptionally inviting is that not only do we have the
opportunity for great expansion, the opportunity for the private
sector to fund it, but we own the property so that it would be to
no cost to the District of Columbia or its citizens as we look at ex-
pansion at that particular site, which would not be true at any
other location.

So once we looked at it in that direction, it made the Mount Ver-
non site, quite frankly, even more appropriate as the possible site
regarding potential expansion.

Mr. Davis. It is my understanding in 2003, when the new con-
vention center would be completed, the dedicated revenue in the
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lock box that had been used toward paying off the debt of the cur-
rent convention center will start to be used on the new convention
center. Who will be responsible for paying the remaining balance
of the old convention center and what funds will be used toward
that end?

Ms. JARVIS. The current convention center is not being paid for
by dedicated taxes. The current convention center is being paid out
of GO debt of the District of Columbia.

Mr. DAvisS. Anybody want to elaborate?

Mr. GOLDEN. No. That is an obligation of the District, and the
dedicated tax revenues are dedicated to the construction of the new
convention center and the operations of the existing center.

Mr. Davis. Well, I thank you all. We may submit written ques-
tions for you.

We are having votes on the floor, and so I am going to swear in
the next panel and leave Ms. Norton in charge, then I will be back
shortly.

Mr. GOLDEN. Thank you.

Mr. Davis. Our second panel is Ms. Gloria Jarmon, Director of
Health Education and Human Services Accounting and Financial
Management Issues, U.S. General Accounting Office, and Rick
Hendricks, Director of Property Development from the U.S. Gen-
eral Services Administration, National Capital Division.

We appreciate both of you being here today. If you would come
forward and raise your right hands.

[Witnesses sworn.]

Mr. DAvis. Ms. Jarmon, we will start with you and I will be
back, and Ms. Norton will start with the questions.

STATEMENTS OF GLORIA JARMON, DIRECTOR, HEALTH, EDU-
CATION, AND HUMAN SERVICES ACCOUNTING AND FINAN-
CIAL MANAGEMENT ISSUES, U.S. GENERAL ACCOUNTING OF-
FICE; AND RICK HENDRICKS, DIRECTOR, PROPERTY DEVEL-
OPMENT, U.S. GENERAL SERVICES ADMINISTRATION, NA-
TIONAL CAPITAL DIVISION

Ms. JARMON. Mr. Chairman and members of the subcommittee,
I am pleased to be here today to discuss the results of our review
of the Washington Convention Center Authority’s efforts to arrange
for financing and construction of a new convention center in the
District of Columbia. I would like to summarize my statement, but
ask that my entire statement be made a part of the record.

Consistent with your request, we primarily focused on two
issues: One, the estimated cost of this project, including the guar-
anteed maximum price or GMP for construction and the risk expo-
sure for both the contractor and the District; and two, the financing
plan, including proposed changes to the revenue base, the history
of dedicated tax collections, projections for future revenues and suf-
ficiency to cover the GMP and other project costs.

These issues are discussed in greater detail in our report, which
is being issued to the subcommittee today. In regard to the esti-
meted costs, the WCCA is proceeding with efforts to build the con-
vention center at Mount Vernon Square at a cost that they dis-
cussed today, estimated to be $650 million. This estimate has not
changed since we reported on this project in September 1997. How-
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ever, our latest review of the project identified an additional $58
million in project costs which because the WCCA expects to be
funded from Federal grants and moved into operating costs are not
included in their total project costs. These costs raise the project’s
cost estimate to $780 million, excluding reserve requirements and
financing costs of $138 million.

While WCCA has maintained a $650 million budget, a number
of changes have been made among the budget components, with
some increasing and some decreasing. Currently the majority of the
estimated project costs are covered in the $500.6 million GMP for
construction which WCCA is negotiating with construction man-
ager Clark/Smoot.

The GMP lays out 22 different cost components and sets limits
on the financial risks to the construction manager. Broadly speak-
ing, the GMP is only a guaranteed maximum price if the underly-
ing assumptions on which the contractor bid the job did not
change.

Further, areas of risk, such as the removal of hazardous mate-
rials and remediation of any unknown surface conditions are not
included in the $500.6 million price.

An estimated $207 million in other project-related activities have
been or will be contracted for separately. In regard to the financing
plan, WCCA'’s current plan to cover predevelopment construction
reserves and operation of the convention center calls for $846 mil-
lion. Seventy-three percent of the funds needed to finance the
project are expected to be derived from revenue bonds supported by
dedicated taxes. Changes from the previous financing plan include
increasing the term of the bonds as well as the dedicated taxes to
allow WCCA to borrow more money for the project.

WCCA received $44 million in dedicated taxes in 1997 and it has
projected collections to increase 1 percent a year over the next sev-
eral years, a conservative stance relative to estimates by manage-
ment consultants and the District.

These and other factors will be looked at by WCCA'’s consultants,
rating agencies and bond insurers who will evaluate the financing
package and determine its ability to cover the GMP and other
project costs. Obviously, risk associated with the financing package
could effect the rating of the bonds and, accordingly, their interest
rates. Among the major unknowns at this juncture is the WCCA
assumption that Congress will approve $35 million in Federal
funding to cover relocating utilities and upgrading the Mount Ver-
non Square Metro station.

In addition, although WCCA plans to address an $18 million re-
duction in its construction budget by negotiating arrangement with
vendors to provide equipment and services such as the heating and
cooling plant, communications and food services equipment, to date
there are no executed contracts to cover these arrangements.

In summary, assuming the estimated project costs are substan-
tially accurate, the financing plan projections, including the pro-
jected growth and dedicated tax revenues, seem reasonable. How-
ever, until the Federal funding is approved and WCCA signs con-
fracts with vendors, there is a risk to the plan of at least %‘53 mil-
ion.
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This concludes my statement, and I will be happy to answer any
questions that you or members of the committee might have.
[The prepared statement of Ms. Jarmon follows:]
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July 15, 1998

Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to discuss the results of our review of the Washington
Convention Center Authority's (WCCA) efforts to arrange for financing and constructing
of a new convention center in the District of Columbia. My statement highlights the

information we obtained on the following two points that you requested:

(1) The estimated cost of this project, including the Guaranteed Maximum Price (GMP)
for constructing the new convention center, and the risk exposure for both the contractor

and the District.

(2) The Financing Plan, including proposed changes to the revenue base, history of
dedicated tax collections, projections for future revenues, and sufficiency to cover the

GMP and other project costs.

You also asked us to provide background information on the site selection process,

including WCCA's analysis of alternative sites, particularly the Northeast No. 1 site.



66

These issues are discussed in greater detail in our report, which is being issued today to

the Subcommittee.!

The Washington Convention Center Authority (WCCA) is proceeding with efforts to build
a new convention center at Mount Vernon Square at a cost WCCA officials estimate to be
$650 million. This estimate has not changed since we reported on this project in
September 1997. However, our latest review of the project identified an additional $58
million in project costs which—-because WCCA expects these costs to be funded through
federal grants or moved into operating costs—are not included in WCCA's total project
costs. These costs raise the project's cost estimate to $708 million, excluding reserve

requirerments and financing costs of $138 million.

Table 1 compares current cost estimates with the estimates included in our September
1997 report. As of May 31, 1998, WCCA had spent about $27 million, primarily for

contractual services.

'District of Columbia: Status of the New Convention Center Project (GAO/AIMD/OCE-98-
238, July 15, 1998).
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Table 1: Total Estimated Costs for the New Convention Center

(Dollars in thousands)

September 25, 1997).

Estimate as of Estimate as of Increase
Project component 05/31/97" 06/19/98° (decrease)

Building and site/GMP $417,500 $500,600° $83,100
Other costs:

Total predevelopment costs 39912 79,424 39,512

Fixtures/fumishings/equipment 40,000 22,305 (17,695)

Soil remediation and hazardous 11,000 5,000 (6,000)

materials removal

Section 106 mitigation costs 7,600 12,671 5,071

Metro station upgrade 22,300 4] (22,300)

Other construction costs 35,814 0 (35,814)

Project contingency 75,874 30,000 (45,874)
Subtotal WCCA project budget $650,000 $650,000 $0
Additions to ’WCCA project budget:

Vendor provided equipment 17,695 17,695

Portion of utilities relocation not 10,000 10,000

included in building and site

Metro station upgrade 25,000 25,000

Project administrative costs 5,000 5,000
Total additions to WCCA budget $57,695 $57,696
Estimated project costs $650,000 $707,696 $57,696
Financing related costs:

Bond issuance 12,200 11,827 (373)

Reserve funds 75,100 126,399 51,299
Total financing related costs $87,300 $138,226 $50,926

‘ Total estimated project costs $737,300 $845,921 $108,621
3 ention Ce ject (GAO/. 97-148,

*District Of Columbia: Status of the New Convention Center Project (GAO/AIMD/OCE-98-238, July 15,

1998).

Source: WCCA.
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While WCCA has maintained a $650 million budget, a number of changes have been made
among the budget components, with some components increasing and some decreasing.
The following estimated project costs, when added to WCCA's $650 million budget, results

in total estimated project costs of $708 million:

— Portion of utilities' relocation costs that are not included in the building and site costs

for which WCCA anticipates $10 million of federal funding.

— Metro station upgrade for which WCCA anticipates $25 million of federal funding.

— Anticipated vendor-provided equipment of about $17.7 million.

- Project administrative costs of $5 million, which have not been shown in the budget.

As part of the prospective financing arrangements, some of the reserves have been

increased and others established for a strengthened financial arrangement for an overall

increase of $51 million.

Currently, the majority of the estimated project costs are covered in a $500.6 million

Guaranteed Maximum Price (GMP) for construction, which WCCA is in the process of

negotiating with the construction manager, Clark/Smoot, with the goa! of minimizing risks

to WCCA and taxpayers. The GMP, which is a proposed amendment to the construction
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management contract, lays out 22 different cost components and sets limits on financial
risks to the construction manager. Practically speaking, the GMP is only a guaranteed
maximum price if the underlying assumptions on which the contractor bid the job do not
change. Further, areas of risk—such as the removal of hazardous materials and
remediation of any unknown subsurface conditions—are not included in the $500.6 million
price. An estimated $207 million in other project-related activities will be or have been
contracted for separately. The total contingency for the project is down from

$75.9 million to $40 million, which is about 8 percent of the building and site costs.

Table 2 shows the components of the GMP. Site work, concrete, and steel account for
$233 million, which is 47 percent of the GMP. Mechanical and fire protection, electrical

and security, and design allowances? account for $117 million, which is 23 percent.

’The design allowance covers a number of relatively small items, such as light fixtures,
site and street lighting, signage, various finishes, etc.

5
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Table 2: Proposed Components of the GMP

(Dollars in thousands)

Component Amount
General conditions/requirements $26,500
Utilities relocation 6,500
Site work 50,500
Concrete 50,500
Masonry 16,500
Steel/metals 132,000
Carpentry 1,000
Moisture protection 17,000
Fenestrations 17,000
Finishes 29,000
ﬂecia.lties 4,000
Loading dock equipment 79
Window treatment 400
Conveyances 8,800
Mechanical and fire protection 45,000
Electrical and security 36,700
Design allowances 35,113
Construction contingency 10,000
Insurance 808
Performance and payment bonds 3,400
Pre-construction fee 300
Construction management fee 9,500
Total GMP $500,600

Source: WCCA.




(B!

NEW FIN ING P) SUPPORTS INCREASED DEBT

WCCA's current financing plan to cover predevelopment, construction, reserves, and
operation of the convention center calls for about $846 million. Seventy-three percent of the
funds needed to finance the project are expected to be derived from revenue bonds
supported by dedicated taxes. Changes from the previous financing plan include increasing
the term of the bonds as well as the dedicated taxes to allow WCCA to borrow more money

for the project.

WCCA received $44 million in dedicated taxes in 1997, and WCCA has projected collections
to increase at 1 percent a year over the next several years. These projections are
conservative relative to estimates by management consultants and the District and to our
evaluation of trends in tax collections and the national and local economic outlook. These
and other factors will be looked at by WCCA's consultants, rating agencies, and bond
insurers who will evaluate the financing package and determine its ability to cover the GMP

and other project costs.

Table 3 shows the May 1997° and the current (May 1998) financing plans. Since May 1997,

WCCA has proposed several changes to its financing plan. As the table indicates, the current

*This financing plan was developed in May 1997 and was discussed in our 1997 report,
istrict of bia: Si f opased New Convention Center ject
(GAO/AIMD-97-148, September 25, 1997).
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financing plan assumes a lower interest rate, an increase® in the annual dedicated tax
revenues to support the bond financing, and an increase in the term of the bonds from 30 to
34 years. These changes would allow WCCA to borrow more money to finance the project.
In addition, since the amount of cash available from dedicated taxes and bond proceeds has
increased, the amount estimated for construction fund earnings has also increased from the
original plan. Finally, the current financing plan includes funding for financing costs and

reserve requirements.

‘Based on the Washington Convention Center Authority Act of 1998, WCCA will now use
the existing convention center's operating subsidy ($6.6 million) and the subsidy ($5.2
million) to the Washington Convention and Visitors Association, the Mayor's Committee
to Promote Washington, and the D.C. Chamber of Commerce to support the bond
financing.
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Table 3: inancing P for Proposed New
(Dollars in millions)
Funding sources Financing plan | Financing plan
As of 587 As of 5/98
Senior lien bonds $343 $487.4
Junior/senior subordinate lien $80 $128.2
Subtotal $423 $615.6
Cash for reserves $30 $72.8
Construction fund eamings $51 $62.7
Cash for preconstruction activities $40 $37.2*
Federal funds 0 $35
Vendor participation 0 $18
Funds for administrative costs 0 $5°
Subtotal $544 $846
Total funding required $650° $846
Estimated shortfall ($106) [}
Interest rate 6.3%° 5.6%"°
Term of debt 30 34
Dedicated 1re to $27.5 $44
back bonds
Revenue growth assumption 1% 1%
$26.0 $42.6

Avg. annuoal debt service

is money reflects dedicated tax collections available, o

predevelopment activities as of May 31, 1998.

*WCCA reflects funds for administrative costs (salaries and wages) of the proposed new convention center as

which about 357 million had already been spent on

vention Center

part of the operating subsidy it receives through dedicated tax collection for the existing center.

“The $650 million did not include WCCA's preliminary estimate of $87.3 million needed for financing costs and

reserve requirements.

“The interest rate was based on prevailing interest rates as of May 21, 1997, and a projected bond issuance date

of October 1997.

“The interest rate was based on prevailing interest rates as of May 6, 1998, and a projected bond issuance date

of July 1, 1998.

Source: WCCA.
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Obviously, risks associated with the financing package could affect the rating of the bonds
and accordingly, the interest rate. Among the major unknowns at this juncture are a WCCA
assumption that the Congress will approve $35 million in federal funding to cover relocating
utilities and upgrading the Mount Vernon Square Metro station. In addition, although WCCA
plans to address an $18 million reduction in its construction budget by negotiating
arrangements with vendors to provide equipment and services, such as a heating and cooling
plant, and communications and food services equipment, to date there are no executed

contracts to cover these arrangements.

The site selection process for the convention center has a long history and numerous studies
over the years have consistently identified Mount Vernon Square® as a preferred site. WCCA
and its predecessors in the District government have repeatedly determined that Mount
Vernon Square is a more viable location for a convention center than the other sites,
including the Northeast No. 1 site.® WCCA's most recent analysis of the Northeast site
indicates that costs would be higher and would likely result in opening the convention center

at a much later date than estimated for the Mount Vermon Square site.

*Located in the blocks between 7th and 9th Streets, N.W., and N Street and Mount Vernon
Place, N.W.

8An area bordered by K Street, ist Street, N.E., New York Avenue, Florida Avenue, and
the railroad tracks.

10
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Mr. Chairman, this concludes my statement. [ will be happy to answer any questions that

you or Members of the Subcommittee may have.

(916259)

11
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Ms. NORTON [presiding]. Mr. Hendricks.

Mr. HENDRICKS. Good afternoon, Ms. Norton. My name is Rick
Hendricks, and I am with the General Services Administration of
the Federal Government. I am the Director of Property Develop-
ment in the National Capital Region. Thank you for the oppor-
tunity to appear before you today to describe GSA’s involvement in
the D.C. Convention Center project.

We at GSA have been working with the Washington Convention
Center Authority at their request for about a year. We have been
consulting with them on the hard construction costs and the con-
struction contracting methods. We didn’t work with them on any
of the financing mechanisms.

In August 1997, WCCA sought our opinion and recommendations
regarding the design-build solicitation that was on the market at
the time. The offers were due in September 1997. WCCA was con-
cerned that they may only receive one bid. GSA recommended that
they cancel the procurement and change the solicitation strategy to
attract more competition. WCCA did subsequently receive only one
offer and that offer exceeded their budget. GSA was asked to re-
view the proposal, and we determined that it was too high and it
could not be value engineered back to within the budget. GSA
again recommended that the procurement be canceled and reissued
using what we call a construction manager at-risk or a construction
manager as constructor type of procurement in order to get the
project back under cost control and still remain on schedule.

CM at-risk means that the owner selects a contractor to perform
both the construction work and the construction services in accord-
ance with plans and specification for a fixed fee, and that contrac-
tor guarantees a maximum price for construction, or a GMP.

The issues that must be managed on this project are price com-
petition, design and construction, risks for all of the involved par-
ties and the relationships between the various parties and stake-
holders on the project.

Our experience has shown that the CM at-risk method of con-
tracting helps to form a partnering relationship between the owner
and the contractor, and it minimizes adversarial relationships be-
tween the parties. This tends to reduce claims and change orders.
It was suggested that this type of contract would also reduce bar-
riers to competition and encourage more firms to submit proposals.
It was believed that such a competitive procurement process could
produce prices more in line with the project estimate.

The resulting contract would also produce a controllable and pre-
dictable guaranteed maximum price on an acceptable schedule for
the construction.

WCCA would still retain tight control over the design while the
CM at-risk would have sufficient control over construction to man-
age the risk, sequencing and methods to bring the project in on
schedule and within the GMP.

GSA recommended that WCCA pursue this type of at-risk con-
tract. Subsequently, WCCA rejected the loan bid because it failed
to meet technical requirements and significantly exceeded the esti-
mated cost. WCCA revised their solicitation, issued it again as a
CM at-risk, and this time it produced four competitive proposals.
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For this testimony GSA has reviewed the proposal from Clark/
Smoot, the selected contractor. Based on our review we feel that
WCCA did choose the appropriate contracting vehicle for the new
convention center. One of the things that the CM at-risk contract
does is to define the risk of both parties. Because of this specific
risk allocation, the contractor is better able to quantify the costs
associated with his risks while he doesn’t have to ensure himself
against unpredictable risk by padding his offer.

WCCA has incorporated the normal provisions into the GMP con-
tract to place the risk of meeting the project schedule and most of
the construction costs onto the contractor, Clark/Smoot.

WCCA has obtained unit prices for hazardous material removal
and what we consider to be an attempt to minimize unpredictable
risks to the contractor. This action retains some of the risk on the
owner, but WCCA. should be able to control cost impact and it will
still be less than if they had off-loaded this onto the construction
contractor.

WCCA also has developed some creative arrangements to reduce
up front costs by proposing a long term service contract with a
thermal energy service provider, TESP, who will build the heating
and chilling water plant selling hot and cold water to the conven-
tion center and recovering the capital outlay through operating
charges over the life of the contract.

WCCA has incorporated affirmative action goals into the con-
tract. They are making every reasonable effort to afford District of
Columbia residents, minorities, women, as well as local and small
and disadvantaged business enterprises opportunities to partici-
pate. This would include the residents of the Shaw neighborhood.

The contract has provisions to terminate the contract in the
event that acceptable GMP and schedule cannot be developed. 1
think that they actually have achieved agreement right now with
Clark/Smoot. In that case WCCA would only pay the precon-
struction fees.

In conclusion, GSA finds that the proposed contract for the
Washington Convention Center is appropriate. While construction
contracting by its nature is a risky business, this contract appears
to have a high potential for satisfactorily achieving the purpose of
WCCA. That is constructing the convention center within budget
and on schedule. It also establishes a reasonable allocation of risks.

Again, thank you for inviting me to appear before the sub-
committee today. I will be happy to answer any questions about
our involvement in the contract.

[The prepared statement of Mr. Hendricks follows:]
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Good morning Mr. Chairman and members of the subcommittee, my name is Rick
Hendricks and | am the Director of the Property Development Division in the National
Capital Region for General Services Administration (GSA). Thank you for the
opportunity to appear before you today to describe GSA's involvement in the DC

Convention Center construction contract.

We at GSA have been working with the Washington Convention Center Authority
(WCCA), at their request, for over a year. In August 1997, WCCA sought our opinion
and recommendations regarding the design-build solicitation that was on the market at
that time (offers were due September 8, 1997). WCCA believed that they were only
going to receive one offer. GSA recommended that they cancel the procurement and
change the solicitation strategy to attract more competition. WCCA did receive only one
offer and it exceeded the budget. GSA reviewed the proposal and determined that it
was approximately $100 million too high and could not be value-engineered within the
budgeted cost. GSA again recommended the procurement be cancelled and reissued
using the Construction Management at Risk (CM at risk ) method to get the project cost
under control and still remain on schedule. CM at risk means that the owner selects a
contractor to perform construction management services and construction work in
accordance with the plans and specification for a fixed fee and the contractor

guarantees the maximum construction price.
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The issues that must be managed on such a project include: price competition, design
and construction control, risks to the involved parties, relationships and the project cost.
GSA recommended that the WCCA pursue an “at risk” construction manager as
constructor (CMc) contract. Experience has shown that this method of contracting
helps to minimize adversarial relationships between the parties, thus reducing claims
and change orders. [t was felt that this type of contract would eliminate barriers to
competition and encourage more firms to submit proposals. Such a competitive
procurement process should produce prices more in line with the Government's project
estimate. The resuitant contract would produce a controllable and predictable
Guaranteed Maximum Price (GMP) and schedule for the canstruction. .'WCCA would
retain control over the design while the CMc would assume control over the construction
to manage risks, means and methods to bring the project in on schedule and within the

GMP.

WCCA rejected the lone bid because it failed to meet technical requirements in its
proposal and significantly exceeded the cost estimated. Their subsequent solicitation

for a guaranteed maximum price CMc contract produced four competitive proposals.

For this testimony, | have reviewed Clark-Smoot's guaranteed maximum price proposal.
We feel that WCCA chose the appropriate contracting vehicle for their new Convention
Center. One of the things the CMc contract does is to define the risks of both parties.
In this manner, the contractor is better able to quantify the costs associated with those

risks. WCCA has incorporated the normal GMP provisions into the contract to place the
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risk of meeting the project schedule and costs on the constructor. WCCA has obtained
unit prices for hazardous material in what | consider to be an effort to minimize unknown
risks to the contractor. While this action will place risk on the WCCA, the cost impact
will still be less than if the contractor included the price for that unknown risk within the
GMP. WCCA developed creative arrangements to reduce up-front costs by proposing
a long term service contract with a Thermal Energy Services Provider (TESP) to build a
plant and then recover the capital outlay through higher operating charges during the
life of the contract. They have incorporated affirmative action goals in the contract and

- are making every reasonable effort to afford District of Columbia resideﬁts, minorities,
and women (residents of Shaw neighborhood are included in DC residents), as well as
Local, Small, or Disadvantaged Business Enterprises, with opportunities to participate in
the project. Provisions have been made that in the event an acceptable Guaranteed
Maximum Price and Project Schedule are not developed, the contract will be terminated
and WCAA will only be obligated to pay the construction manager the preconstruction

fee.

In conclusion, GSA finds the proposed contract for the Washington Convention Center
to be appropriate. While construction contracting by its nature is an inherently risky
business, this contract appears to have a high probability of satisfactorily achieving its
stated pui:rpose of constructing the Washington Convention Center within budget and on

schedule and establishes a reasonable allocation of risks.
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Again, Thank you for inviting me to appear before the subcommittee today. | will be
happy to answer any questions about our involvement in the DC Convention Center

construction contract.
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Ms. NORTON. I thank both of you for your testimony. The chair-
man has left me his questions and I have some of my own.

I wonder if you would both comment on why the proposal ini-
tially received only one bid and then how it was able to receive
more after it was rebid? Why the difference?

Mr. HENDRICKS. I don’t know why they received only one. When
GSA first got involved in this, WCCA said they were concerned
that they were only going to get one offer.

Ms. NORTON. Why would that have happened with a project of
this size and attractiveness or presumed attractiveness?

Mr. HENDRICKS. I think it was a design-build contract at that
time, and apparently the rest of the market didn’t feel that there
was enough flexibility in there to respond.

When we changed it to a construction manager at-risk and actu-
ally sort of beat the bushes and recommended to contractors in the
marketplace that this was a real open competition, I think that
that did the trick.

Ms. NORTON. Ms. Jarmon.

Ms. JARMON. We weren't really involved in the procurement proc-
ess at that time.

Ms. NORTON. But you have studied the process?

Ms. JARMON. From what we have heard, I think it was because
it was a design-build contract at that time and maybe it was con-
sidered riskier for the potential bidders.

Ms. NORTON. Ms. Jarmon, you indicated the basic estimate has
not changed?

Ms. JARMON. WCCA'’s estimate has not changed.

Ms. NORTON. Over what period of time are we talking?

Ms. JARMON. WCCA'’s estimate?

Ms. NORTON. The 1997 estimate?

Ms. JARMON. When we reported it in September 1997, which was
really their estimate as of May 1997, they estimated it would cost
about $650 and we last reported on that in September 1997.

Their estimate has not changed, but we mention in the report
that we are now estimating that the cost, excluding the financing
related costs, are at $708 million, so that is $58 million more.

Ms. NORTON. I am concerned about the apples and oranges na-
ture of the comparison here. You say that the estimate has not
changed, and you apparently are indicating that even though time
has elapsed with respect to their basic estimate, it is correct now
and it was correct then, when I compare apples to apples?

Ms. JARMON. I am saying that the estimate was the same in May
1997, but some of the components of the estimate increased.

Ms. NORTON. I recognize that you have included more compo-
nents, and that is fair. But I am interested in the validity of their
estimate in May 1997 and the validity of their estimate now com-
paring apples to apples. We can talk about what should have been
included in the estimate or what you have added to the estimate,
but I am trying to get an independent evaluation of the estimate
in 1997 and the estimate today. The estimate—are those estimates
valid in your judgment?

Ms. JARMON. The estimate in 19977
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Ms. NORTON. For what it covered in 1997 and the estimate in
1998 for what it covers, comparing like thing to like thing, are
those estimates valid?

Ms. JARMON. Comparing like things to like things, the estimate
in 1997 which—some of the things, the $58 million, the Metro costs
and utilities relocation, those were costs in 1997. There is more in-
formation now.

Ms. NORTON. They were not costs for the convention center prop-
er; is that correct?

Ms. JARMON. They are components of the $650 million in May
1997. It included an estimate for the Metro cost. That estimate was
for $23.3 million, and that was part of the $650 million.

Ms. NORTON. How did they change the estimate in 1998 so that
it still added up to $650 million?

Ms. JARMON. We have a table in our testimony, table 1, which
shows the estimate as of May 1, 1997, and June 18, 1998. And in
that table you see that the Metro station upgrade which was in-
cluded in the $650 million was $22.3 million at 5-31-97.

When you look at June 19, 1998, that has been moved below the
line, below the $650 million. Now it is an amount that they are no
longer including in their estimate. There is $25 million that you
see below the line called Metro station upgrade. So they have
moved certain things that used to be part of the $650 million.

Ms. NORTON. Was that an appropriate thing for them to do, sepa-
rate it out and try to fund it separately?

Ms. JARMON. It is our belief that they are still costs of the
project.

Ms‘.) NORTON. Have they made them more fundable by moving
them?

Ms. JARMON. They have plans on how they expect them to be
funded.

Ms. NORTON. What is your evaluation of their plans with respect
to those additional costs?

Ms. JARMON. With respect to the $58 million?

Ms. NORTON. Yes.

Ms. JARMON. With respect to the $58 million, $35 million is ex-
pected to be covered by Federal grants. I can’t say whether that is
going to happen.

Ms. NORTON. Has the money—that is the money in the Presi-
dent’s budget?

Ms. JARMON. The $25 million is in the President’s budget; $10
million is to be covered by the HUD block grant. So there is some
legislative risk related to that. Much of it is in the budget, like you
mentioned.

Also part of the $58 million is the $18 million which they expect
to have covered by the vendors. This is what Mr. Golden talked
about as far as they have some proposals with some vendors, but
there are no signed contracts. In our mind those are still costs.

Ms. NORTON. Should those contracts be signed already?

Ms. JARMON. I am not sure if they could have been signed al-
ready. I am not sure of the timing when they started that whole
process, but that is a cost of the project until there are signed con-
tracts saying that someone else is going to assume those costs.
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So that is $18 million and $35 million. The remaining $5 million
is for administrative costs, these are costs for people working di-
rectly on the development of the new convention center project.
Those are still costs of the project. So that $58 million we are add-
ing to the $650 million to say that the estimate should be $708 mil-
lion. These are really not new things. They are things that we feel
should have been included in the estimate.

Ms. NORTON. I would like your view on the hotel and restaurant
tax which they show growing at a rather shallow rate of 1 percent.
If it grew at that rate, one would begin to wonder about what
would happen with a downturn in the economy, and so I would like
to ask your evaluation of the adequacy of the tax given its pro-
jected growth rate?

Ms. JARMON. We looked at the historical collections of these taxes
over the last 5 years which show that from the period 1993 to 1997
the increase in these dedicated taxes, which include the hotel taxes
and the other dedicated taxes to the convention center, was about
8.7 percent over the last 5 years. That was the average annual in-
crease in the taxes that were dedicated to the convention center,
which includes the hotel taxes, it includes the restaurant taxes, the
rental car taxes and certain business taxes.

And if you just look at the hotel and the restaurant taxes which
are the ones that will be in the proposal going forward for financ-
ing the project, the increase of those two over the last 5 years was
about 6.6 percent annually.

We also looked at the revenue analysis performed by Coopers &
Lybrand, they also looked at historical collections and what they
project the collections to be over the next 8 years, they are project-
ing those collections over the next 8 years for the hotel and res-
taurant taxes will be 3.4 percent annually.

So looking at those, and the District’s own estimate that it will
be at least 2 percent, if not more, we felt that the 1 percent that
is in the budget seemed conservative.

Ms. NORTON. I would like your evaluation of the guaranteed
maximum price as developed by the construction manager in the
at-risk methodology used there. Do you think that it is reasonable?

l\gr. HENDRICKS. I don’t understand the meaning of what you
said.

Ms. NoRrRTON. I would like your evaluation of the guaranteed
maximum price as developed by construction management at-risk
methodology?

I would like essentially to know whether you think that it is rea-
sonable as applied here?

Ms. JARMON. As part of our work we did rely on GSA to look at
the guaranteed maximum price, so I will defer to Mr. Hendricks to
comment on that.

Mr. HENDRICKS. Thank you.

We did an estimate of the GMP as recently as 2 or 3 weeks ago,
and at that time—as you say, it is hard to get an apples for apples
type of comparison because different things are included.

But comparing it the way that GSA would do an estimate, and
that is to show the contingency all in one place, they show it in 2
places, some under the CM at-risk contractor and some under the
owner, but showing it all under the owner, our prices are within
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6 percent of theirs. So we would say that is within a normal esti-
mating range. So they are in the right ballpark.

Ms. NORTON. Let me—I would like particularly to ask you, Mr.
Hendricks, the GAO has brought you into this process because we
are dealing with a large construction project of the kind that GSA
regularly engages in around the country.

I would like, using your own background and experience, I would
like you to assess the overall risk involved in this project, particu-
larly with respect to its finances and outcomes as compared with—
using your professional background and expertise, do you believe
that there is a great risk, little risk?

Is this a reasonable project in its financing and in its risk com-
pared to others that you have seen in your professional experience?

Mr. HENDRICKS. As far as the methodologies that they are using,
I think that this CM at-risk approach is really a way of mitigating
the risk to the owner and reducing not only the risk of construction
costs but, more importantly, reducing the risk of claims.

Any time you can set up a better working relationship between
the parties involved in construction, you reduce the risk of claims.
So we also recommended that WCCA use this method. We have
been pioneering this in GSA, and we find that it is a much more
positive way of dealing with construction contracts.

I believe that they have balanced their risk fairly well. The big-
gest risk is in the excavation and in getting out of the ground. They
are going to be using a slurry wall construction method, which is
the best way to deal with the kind of water table that you have
in Washington, DC. We have built several buildings that have slur-
ry walls. The African Art and Asian Museum, which we built for
the Smithsonian, has a slurry wall. The new Secret Service head-
quarters, which is across from the existing convention center, has
a slurry wall which was also done by Clark Construction. That is
our contractor. The Ronald Reagan Building has a slurry wall, and
I think by picking the right method they have reduced the risk, too.

Ms. NORTON. The technical assistance from the GSA to this
project has been significant. It has been a source of some frustra-
tion to me generally that many Federal agencies that have signifi-
cant experience in much larger matters than the District govern-
ment will ever have will not involve themselves, and the District
government often is forced to reinvent the wheel. You see what
happened when the first bid went out.

I would like to know what has been the extent of your involve-
ment, and I would like to know in whatever detail you can give me
what you envision to be the continued extent of the GSA involve-
ment with this project in terms of technical assistance to the Con-
vention Center Authority?

Mr. HENDRICKS. I appreciate your confidence in us, and we try
to be a good neighbor to the District any time we can.

Our involvement with this project started about a year ago when
the Convention Center Authority asked us to—we just had an in-
formal discussion with them, with our chief of procurement, and at
that time we were discussing the design-build method and whether
or not they were going to receive adequate competition. So about
a year ago we started talking construction methods.
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When they received a single bid, OMB asked to have an informal
conference, where they brought the WCCA. There were members of
congressional staff, and GSA was asked to participate as an adviser
under construction. WCCA at that point shared their offer with us,
and we did an independent estimate of it and at that point is when
we thought that the offer that they had received was high, possibly
because of inadequate competition, and at that point we had sev-
eral discussions with them about changing the methodology.

Our procurement people met with them and advised them how
the CM at-risk process would work. They subsequently decided to
go that route, and we then had one more meeting that was called
by the D.C. Control Board. They asked the WCCA to come and ex-
plain this new construction method. We were there in support of
that method. Also the Hotel and Restaurant Association was there
discussing whether or not this was appropriate and would actually
reduce the project cost. And we felt it did, and I think the competi-
tion in the marketplace has held that out.

Ms. NOrTON. I thank you very much, and I certainly hope that
this kind of technical assistance to the District continues. I know
that you have done the same thing with respect to roofs on schools,
and I think we have made woefully inadequate use of Federal ex-
pertise and GSA expertise, and when I say “we” I think the country
has when we are talking about construction. But frankly, the Fed-
eral Government, including reinventing government, is replete with
examples of what the District could be doing simply by borrowing
what the Federal Government has painfully gone through to de-
velop. This is one of the best examples of it.

I thank you very much, and I thank you, Ms. Jarmon, and thank
you, Mr. Chairman.

Mr. DAvis [presiding]. Thank you.

Mr. Hendricks, let me start with you. The WCCA has excluded
from the guaranteed maximum price risks associated with soil re-
mediation and hazardous materials. In your judgment, does this
make sense in light of our desire to limit additional risks and the
costs associated with them on this project.

Mr. HENDRICKS. In terms of soil remediation, I believe that is the
prudent way to proceed. If you take a very unknown kind of factor
like soil remediation and load that onto the construction contractor,
he has no option except to insure himself, and you are going to get
a higher price.

I think the opposite would be to take the total risk yourself as
the owner or the government, and that would be risky, too. So they
have balanced it and set unit prices so when they have to remove
contaminated soil, they know the unit cost.

Mr. DAviS. So you think that they have acted reasonably?

Mr. HENDRICKS. I think so.

Mr. Davis. What is your opinion of the extra $17 million in costs
that the GAO has identified in addition to the $650 million? Does
this follow regular industry contracting practice?

Mr. HENDRICKS. I believe the GAO’s estimate shows the $17 mil-
lion as vendor-provided equipment. So WCCA is going to do several
things that are sort of structured to reduce the front costs and
make them operating costs.
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One is to offer space in the building to a vendor so that he can
put in his own equipment and sell them hot and cold water for air
conditioning and heating.

The other is to actually have some of the restaurant equipment
and the food service equipment provided by the vendor. I think
that is probably more standard practice in the commercial indus-
try, certainly in the hospitality industry, but not in Federal build-
ings.

Mr. Davis. Do you think that the risks that are inherent with
construction contracting in this case, along with their con-
sequences, have been foreseen in this project and are adequately
provided for?

Mr. HENDRICKS. I think they have adequate contingencies in this
project to cover those things. I am pretty sure that they have a
good soils engineer and a good analysis. I think they are in pretty
good shape.

Mr. Davis. If the project contingencies aren’t sufficient—you
think that they probably are sufficient?

Mr. HENDRICKS. I believe they are.

Mr. Davis. Ms. Jarmon, what is the mechanism for making up
any shortfall in the financing package, and on whom would that fi-
nancial burden fall?

Ms. JARMON. I didn’t hear the second part.

Mr. Davis. What is the mechanism for making up any shortfall
}nntgle financing package, and on whom would the financial burden

all?

Ms. JARMON. If the financing were to be more than the financing
package, WCCA would have to go back to the local officials. But
they have informed us that any additional funding requirements
would require reevaluating the financing package and reevaluating
their budget. There is also the possibility of an additional surtax
on the hotels.

Mr. Davis. Several things could go wrong. The cost of the project
could increase and we have asked a lot of questions about that. You
think that this is done reasonably, but you never can tell any con-
tingency that arises. The revenues could be lower, you could go into
a recession, but it looks like we have provided for that because they
have come in higher than we really anticipate. Anything else that
we ought to be aware of as we move through this issue? The project
is bonded. What else can come up in 3 to 4 years down the road
that we might not have anticipated?

Ms. JARMON. We mention in our report some items that are at
risk that are not part of the GMP. We have talked about the soil
remediation and hazardous material and the risk of change orders.
But after talking with experts and GSA, it seems like there is no
more risk than any other large projects. There is nothing else that
I can add.

Mr. DAvVIS. Are the projections fairly conservative?

Ms. JARMON. As far as the revenue projections, yes.

Mr. DAvis. Let me just say to both of you, we appreciate the
work that you have put into this and the analysis that you have
given. This is the most important project this city will have under-
taken from an economical development point of view in a genera-
tion. It is important that this works and it comes in on schedule



88

and on cost, because we will be riding hard on that. We appreciate
the work that you have put into this and the testimony that you
have given today, and we will be calling on you again in the future.

Without objection, all written statements submitted by witnesses
will be made part of the permanent record. In consultation with
Ms. Norton, other statements of individuals who may not have
been witnesses who want to submit testimony will be put in the
permanent record after we analyze them. The record will remain
open for 10 days.

The subcommittee will continue its consideration of this matter
and may ask for further written responses from the witnesses.
These proceedings are adjourned. Thank you very much.

[Whereupon, at 1:55 p.m., the subcommittee was adjourned.]

[Additional information submitted for the hearing record follows:]
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NATIONAL CAPITAL PLANNING COMMISSION
801 PENNSYLVANIA AVENUE, N.W,  SUITE 301
'WASHINGTON, D.C. 20576

STATEMENT
Of the
NATIONAL CAPITAL PLANNIMG COMMISSION
Before the
SUBCOMMITTEE ON THE DISTRICT OF COLUMBIA
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT

July 15, 1998

Thank you Mr. Chairman. I am Harvey Gantt, Chairman of the National Capital
Planning Commission. On behalf of my fellow Commissioners, I appreciate this
opportunity to review the Commission’s role in the new Convention Center that is being

proposed for Washington D.C.

The National Capital Planning Commission is the federal government’s pianning agency
for the National Capital Region which includes th» District of Columbia and surrounding
counties in Maryland and Virginia. The Commission was established in 1924 and its
mission and functions were reviewed and impacted in several subsequent federal statutes,
including the National Capital Planning Act of 1952 and the D.C. Home Rule Act. In the
Planning Act, the Commission was given “in lieu of zoning” authority to approve all
public buildings erected in the Central Area of the District of Columbia. The proposed

new Convention Center is such a building,
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Because of perceived inadequacies in the ability of the existing Convention Center to
attract larger conventions and trade shows, the Washington Convention Center Authority
(WCCA) was formed in 1976 to consider the construction of a new Convention Center.
Since construction at the site preferred by the District of Columbia government, Mount
Vernon Square, would require NCPC approval, WCCA began, at the start, to consult with
Commission staff about the procedural requirements for approval. In addition,
consultations with Commission staff were begun on design guidelines intended to address
building mass and edges, street level treatment, public spaces, and service access. During
the course of the project, those design guidelines would help shape the project’s design.
The process began in 1996 by WCCA contracting for a master plan and Environmental

Impact Statement (EIS) that would, among other things, identify the best site.

Because the Commission, a federal agency, acts as a licensing body under the Planning
Act, Commission action requires compliance with the National Environmental Policy Act
(NEPA) and the National Historic Preservation Act (NHPA). Such compliance preceded

Commission action to date.

Environmental Impact Statement

In September 1996, NCPC conducted a public scoping meeting to elicit suggestions for
the scope and content of an Environmental Impact Statement (EIS) for the project. A
draft EIS was filed with the Environmental Protection Agency in February 1997 and a
final EIS was completed in April 1997. Preparation of the EIS began with a survey of 16

potential alternative sites, which, based on minimum location and size criteria, were
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eventually narrowed to five. After a comparison against further qualitative criteria, a
determination was made that two alternative sites would be discussed in detail in the EIS,
the Mount Vernon Square/Shaw site and the Northeast No. 1 site, a tract of land north of 7
Union Station near the intersection of New York and Florida Avenues N.E. The Mount
Vemon Square site was the preferred alternative of the District of Columbia Government

and WCCA.

The EIS found that the proposed Convention Center at the Mount Vernon Square site
would not generate significant adverse impacts on the natural environment. However,
that site would generate significant impacts on local traffic. Therefore, at NCPC’s
request, WCCA executed a Traffic Management Plan (TMP) dated April 28, 1997. The
TMP addresses issues such as automobile, taxi, and limousine routing; management of
commercial bus parking; pedestrian and truck access; construction traffic; and
coordination among relevant agencies. WCCA and the District of Columbia Department
of Public Works (DCDPW) will prepare a Transportation and Parking Operations Plan
(TMOP) prior to occupancy. In addition, WCCA will establish and open a truck
marshaling yard 1o serve as a truck staging area to prevent truck queues in the
surrounding neighborhood. The marshaling yard must be in place before a Certificate of
Occupancy can be issued. Finally, WCCA will fund and design an expansion of the

existing Mount Vernon/UDC Metrorail station.

Throughout the process, the Commission has placed significant emphasis on issues of

environmental justice. Thus, pursuant to negotiations with local groups and subject to
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D.C. Council approval, WCCA intends to provide funds to a local community group for
long-term community development projects and will participate in a Business
Improvement District (BID). The District will make available grants up to $20,000 each

from Community Development funds to assist existing businesses during construction.

Historic Preservation

A proposed Convention Center at the Mount Vernon Square site was determined in
December 1996 to have adverse effects on historic resources in the area, including the
L’Enfant Plan, individual historic structures, and National Register-listed and eligible
historic districts. On that basis, consultation was begun with interested parties, as
required by Section 106 of the NHPA, to determine if there were ways to avoid or

mitigate those adverse effects.

NCPC led the consultation that resulted in a Memorandum of Agreement among the
federal and District agencies responsible for undertaking and reviewing this project.
More than 30 public meetings involving residents, small business owners, professional
planning and architecture groups and civic organizations were held between February and
August 1997, leading to the signing of the Memorandum of Agreement (MOA) on
August 27, 1997. The consulting parties included groups such as the D.C. Preservation
League, the Washington Chapters of the American Institute of Architects and the
American Planning Association, the Committee of 100 on the Federal City, the National
Trust for Historic Preservation and several neighborhood community and business

associations.
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The key terms in the MOA include: the provision of monies for surveying and
documenting historic properties in the vicinity of the Mount Vernon Square site; the
establishment of a revolving fund for property owners in the vicinity to renovate the
exteriors of their historic properties; funds for cleaning and repairing Carnegie Library;
and the promotion of a demolition moratorium, since passed by the D.C. Council, to
protect potentially eligible historic properties from demolition for parking lots until the

validity of landmark protection can be assessed.

The Commission Approval Process

As I've noted, staff has been working with WCCA from the outset of the project to
address such issues as design, historic preservation, traffic and transportation,
neighborhood concerns, and potential construction disruption, with the aim of achieving
the best possible outcome. At the same time, the Commission was receiving regular
informal briefings from WCCA in order to keep up-to-date on the progress of the project
and to ensure that the developer was aware of our concerns. Approximately six such
briefings were held between November 1996 and the time of the Commission’s first

formal action in September 1997.

On September 25, 1997 the Commission approved the location and preliminary site and
building plans and final foundation plans for a Convention Center to be built at the

Mount Vernon site. In its approval, the Commission listed several design and
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transportation requirements, which WCCA will have to meet when submitting final site
and building plans. In addition, in the. MOA executed pursuant to the 106 historic
preservation process, WCCA and the District Government committed to certain actions
prior to construction of the building. Before the project can move forward, NCPC must
approve final building plans; the next step in the process will be review of those plans.
We anticipate that final plans will be submitted sometime later this year at which time the
Commission will have the opportunity to review compliance by WCCA and the District
government with some of the conditions which were placed at the time of preliminary

approval.

Although the requirements, other than design, placed on WCCA and the District
Government under the Commission’s decision and the historic preservation process are
too numerous to cite individually, a few examples are worth noting. For example,
WCCA is committed to fund certain initiatives intended to protect, maintain, and/or
rehabilitate historic buildings in the immediate area of the proposed Convention Center,
including the Carnegie Library. Although it would not be feasible to develop the Mount
Vernon Square site without closing portions of L, M, and 8® Streets, which are part of the
historic L’Enfant plan, L and M Streets will remain open to vehicular traffic, and the
District has committed to completely reopening those streets at some future date when

the Convention Center has outlived its useful life.

WCCA has also conducted a Retail Study to identify new retail opportunities for the

proposed convention center that will meet the needs of convention attendees and
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neighborhood residents, thereby promoting further retail development in the area and
increasing business opportunities for the residents. A public briefing on that Retail Study
was held in May of this year. Finally, WCCA has been very responsive to the
Commission’s concerns about ways to adapt the design of the building to reduce its
perceived mass, keep the building in scale with the surrounding neighborhood, promote
pedestrian safety, and provide a more inviting and aesthetically pleasing environment.
As a result of Commission recommendations and consultation with NCPC staff, the
design team has reduced the mass and height of the proposed building; significantly
increased the amount of window glazing, making the building far more transparent and
enhancing the pedestrian experience; and added street entrances and increased ground-
floor retail space by 30 percent, enabling the center to better serve the surrounding Shaw

community.

WCCA has also agreed to take part in a comprehensive and cohesive traffic plan for the
entire area and to ensure the least possible disruption to the neighborhood during
construction. In a recent letter to WCCA, the Commission has reiterated its expectations
that there will be total compliance with our directives and that we will receive assurances
that the design eventually approved will be the one that is built within the approved
funding package. Iam greatly encouraged that these joint efforts will lead to an excellent

product.



Mayor, District of Columbia
Honoratie Marion S. Barry, Jr

EXECUTIVE DIRECTOR
Poginald W.
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NATIONAL CAPITAL PLANNING COMMISSION

IN REPLY REFER TO:
NCPC File No. 5542

JUL 15 198

Honorable Thomas M. Davis, [T

Chairman, Subcommittee on the District of Columbia
Committee on Government Reform and Oversight
U.S. House of Representatives

Washington, D.C. 20515

Dear Chairman Davis:
The Commission is pleased to submit for the record the enclosed written testimony
on its role in the new Convention Center project for your public hearing today,
Wednesday, July 15, 1998.
If we can be of further assistance, please feel free to contact us.
Sincerely,

Dend b alot—

Harvey B. Gantt
Chairman

Enclosures



Lawson L. Hochmas, CEM
Crugy Osemurem Orreen ‘
01 204 3700
INDUSTRY
A8 30 ¢ AT LK)

Commecats Relative to the Bailling of the New Couventiog Center
Mt, Vernoa Square, Washiagton, D,C.

1 am Lawson Hockman, COO of the Eavi f Industry Associstions and Chai of the
Intcrational Associstion for Exposition Managoment. IAEM's membership includes 3500

position industzy professional
My comments are short and to the point. Washington, D.C. should be the premier location for the
convention and cxposition industry. This is not possible however unless a new Convention Centsr is
built that will permit the siting of the major expositions that are produced in the United States and
Internationally. This project will permit the siting of all except 40 to 50 of the largest shows
produced i the United States (Squarc footage estimates taken from the Tradeshow Week 200, 24th
Annual Edition). It witl ance again make Washington one of the leading exposition industry
destinations.
1 look forward to bringing WastcExpo the show my association produces back to Washington, D.C.
The Just show we held in Washington was in 1990 and the hall was too stmall for us then. The new
center will permit WasteExpo to return 10 Washingion and have the space required to produce an
event with no waiting lists for exhibitors. WastcExpo prescatly takes more than 600,600 gross
square feet of space. WasteExpo's attendance varies between 11,000 and 13,500 Waste Industry
Professionals depending on location. Washington would attract the 13,500 attcndees or maybe more
based on past history.
‘There is no other city in the country that offers the benefits of Washington, D.C. The Nation's
Capital permits attendces the opportunity to sce our govermment in action, to visit historical
monuments and muscums, to engage in sclf improvement through the event they arc attending, and
help support the loca) economy. A win win situation for everyone. T look forward to Congress
approving the new center 50 WasteExpo and other major expositions can return to the District of

Columbia.
e R L N | L@Rtam

4201 COMMLEACUT AVEVUE. MW SUT 300 WARMMITN. OF ST00E  J02 Bis ATOD  FAN 20K 989 99w
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Statement of Daniel E. Mobley, CAE, President
Washington, DC Convention and Visitors Association

Before the District of Columbia Subcommittee of the
Government Reform and Oversight Committee
US House of Representatives

July 15, 1998

Rayburn House Office Butlding
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Good afternoon. My name is Daniel E. Mobley and I am
President of the Washington, DC Convention and Visitors
Association — a private, non-profit organization whose mission
it is to enhance the local economy by increasing the number of
overnight visitors to Washington.

Congressman Davis and members of the Subcommittee, we
appreciate the opportunity to testify today on the hospitality
industry’s number one priority — the building of a new
convention center for our nation’s capital at Mount Vernon
Square. The Washington, DC Convention and Visitors
Association is the official marketing arm of the convention
center. This relationship is similar to most other convention and

visitors associations in ¢ities across the nation.
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As the official sales arm of the convention center, we are in
a unique position to have witnessed the economic development
created by our first center. For the city’s $100 million dollar
investment in 1980, the facility has returned over $4 billion
dollars to date.

When it opened in 1982, our center was ranked 4™ largest
in the nation and we could host 90% of the conventions in the
marketplace. Due to expansion of convention centers in
competitive cities, the building now ranks 30™ in the nation and
our market share has slipped significantly -- we can host less
than 50%.

We urge you to approve the new Washington convention
center to allow us to return to a prominent position in the
lucrative convention industry. Many groups, such as the

American Heart Association (35,000 attendees), Environmental
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Industry Associations (13,000 attendees) and the American
Society of Association Executives (7,000 attendees) can not
return due to the size of our existing center. We presently have
tentative commitments from these associations, and many
others, who have been unable to meet in Washington. They ha\;e
assured us that they will return once a new, larger convention
center is completed. Simply put...Build it and they will come!
It is now my pleasure to introduce Mr. Lawson Hockman,
the Chief Operating Officer of the Environmental Industry
Associations, which is one of the conventions that will be
returning to the nation’s capital upon completion of our new
center. This year, Mr. Lawson is also the elected Chairman of
the International Association of Exposition Managers which
represents many of the associations and corporations that will

utilize the new building for their future conventions.
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Congressman Davis, we appreciate your allowing us to
testify today. I would be pleased to answer any questions that

you may have.
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The D.C. Statehoqd Party

P.O. Box 50871
Washington, DC 20001~
$08-730-8708
2022081376
Belioving in the People
Fonuded by Jubias Hobson, 1971
Wadnesday, July 15, 1988
The Honorable Thomss Davis
United States House of Represeniatives

Washington, DC 20004
Dear Congressman Davis:

Today you will consider the financing peckags proposed for the new Washington
convention center. | ask that you examine this with & very skepticsl eve.- There are those who
would find the very act of my addressing this lssue with you to be heresy. | must sdmit that |,
mysell do not feel entirely comfortable with the notion of asking sn officisl not slected by the
people of the District of Columbia 1o sscond guess the actions of an slected body, namely our
City Councll. Ordinarily | would refuse to do s0. You, above sl olhers in Congrees, know first-
hand of my Party's vigilance on behall of dernocracy for the psople of the District, given the fact
that we marched five miles in lset August's heat In order to bring this message to your doonstep
in Fairfax, Virginia, However, this nawcmmﬂm cenbarﬁmnungwlﬂ savidia the District with an

LI

paymentsmuldbaemughtomndwtﬁngowidpuuwscfwmmmmm

Further, there s little reason to balieve thet the bond package being proposed would fulfilt
the financing requiremants. The proponents claim that thers is & guamnteed cost cap on the
pmgecmissso rmiffion, ﬁwumdmﬂmmm, hm youwi!lﬁndﬁmw_‘

-umr}i‘l'mi o n'r'. 81t ENUITIoUE
mmmmmwm%m- o

L cre e (he = e the ;
s plan to bulld an undemmund baﬂmn and mnne&stothe obd mmn center Tm is
every resson 1o befieve that this project will cost the District $1 billion bafore we ars done.

Abs!lmdol!amforaconmﬁmmts;ustn&agm:mnambmeﬁmmm
N Wehmwmmmnmmmmgobeymdpeuypdmummmmmg it

appointed, andweebcted mm&dmmmnmﬁe?

!ukywtommmhbondpm@gess aouEtly m
W Atuwvesymuskmm " .
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P.0. Box 53222
Washington, D.C. 20009

July 15, 1998

The Hon. Thomas M. Davis III, Chairman

Oversignt Subcommliiee on the District of Columbia
U.S. House of Representatives

Washington, D.C.

Dear Sir and Members of the Subcommittee:

Attached you will find my testimony in favor of building a larger more competitive
Convention Center north of Union Station. In this letter I would like to share some
additional thoughts. .

1} Are we building the blggest downtown swimming hole in the world? -- It has come to
my attention that the Reagan Building, also 65 deep, but half the size, pumps 1,000 gallons
of water per mlnute. The Mt. Vernon Sq. (MVS) site is in the old bed of Tiber Creek. We
have owned a home built on that creek bed for 15 years. Every bad storm we cross our fingers
that the electricity won't go out and the sump stop. We have lost two good tenants to base-
ment flooding. How many will the Convention Center lose? How many lawsults will it have?
How much will they have to pay DFW for the water they will have to pump away?

2) How many 65° deep core samples have been taken at the MVS site? Suppose we start
digging and discover the water and red clay problems are much more severe than We thought?
Is this really just a pork barrel project for rich excavators? What about the GAO report.
Will this be a planning disaster like the I.M. Pei skyscraper whose entire facade started
popping off and falling on the street below?

3) Why does the Convention Center Authority want to repeat the same mistakes they made
last time? -- With the potential at Union Station North (USN) to expand to 1.3 or 1.4 million
sq. ft. exhibit space, We can remain competitive with New Orleans, Orlando, Las Vegas,
Atlanta, and New York City. At MVS we will once again be a third rate convention city. With
the shrinkage of our government employment base We must maximize our tourist potential now.

4) How many hotel rooms do Marriott, Hyatt and any other hotel chains involved in the
MVS decision have in the above competitor cities? -- If we can build 50% larger at USN, then
they could build more hotels to serve the 50% more conventioneers. This would also be good
for hotels in Virginia and Maryland. They say USN is a wasteland, but like the new Metro
stops, "build it and they will come.” Many new:businesses and hotels could be built on the
vacant land near USN. Maybe Marriott & co. want us to be third rate so as not to impact
their hotel business in New Orleans, Qrlando, etc.

5) Would you like to schlep the tunnels on foot from the House or Senate to the
Capitol? Of course not, you have a nice little subway. Do you like the underground trek
from Rayburn to Cannon? I doubt it. — My business takes me to many large trade shows and
exnibits. The idea of having to walk an extra 1% blocks (3 blocks round trip) to get to the
rest of an exhibit has all the appeal of cold, unsalted grits or ocatmeal. The Convention
Center Authority says connecting the two Centers by tunnel is the solution to the small size
problem. I-say their solution is hogwash. My feet hurt just thinking about it. I will not
be alone. Ditto for putting extra exhibit space two floors above.

6) How much would it cost to develop a Metro stop at USN (which I believe is above
ground), versus expanding the underground stop at MVS? A Metro stop near Trailways would be
a very goad thing. It is a long lonely and scary walk from Trailways to Union Station Metro,
especially with luggage. I know, I have taken it.

If the Convention Center were built at USN it could start 18 months later and still
finish at the same time as MVS. The argument has been made that the City Council voted for
MVS. However a change of only 2 votes would make it 7 to 6 against. Why not wait until the
November election to decide? Many D.C. citizens are just becoming aware of what a serious
mistake is about to be made. I am one of them. We will vote our feelings. It may be a
whole new ball game after November. I do not want to saddle my children and grandchildren
with a 3% year mortgage on a $3/4 billion mistake. If we want to spend an extra $3/4 billionm,
then let's build a Center that is 50% larger at Union Station North. This would put us in
fair competition with New York, Atlanta and New Orleans.

Sincerely yours,

iee Aikin
3% year D.C. resident
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TESTIMONY REGARDING THE PROPOSED CONVENTION CENTER, before the House QOversight Sub-
committee on D.C., July 15, 1998, by lee Alkin {P.0. Box 53222, Washington, DC 20009)

WHY PLAN TO BE THIRD RATE?? . WHEN WE COULD BE A CONTENDER!!

The Sozvetition™™®

Rank ity Square Feet of Parking  Cost/ Recent & Flarned
Exhibvit Space so. L. Sxpansion
1 Thicago 1.85 million 3-5,000  § 233 % niliion planned
2 New Orleans 1.3 million 2,000 209
3  Orlando (Orange Co.) 1.05 million 3,500 162 3 times in 10 years
) & 250,000 planned
4 Las Vegas 970,000 4,800 425,000 planned
5 Atlanta 950,000 5,000 15% 1935, 1992 &
. % million planned
6 Sands (las Vegas) 935,000 ) 1,400 105,000 planned
7 Los Angeles 867,000 6,000
8 NYC (Javits) 760,000 ’ 540,000 planned
9  Kentucky Expo 793,000 19,000
10  Proposed D.C. 725,000 ~0-x" est. 296
Current D.C. 385,000

#% Statisticd are from Comm. of 100 Updated Financlal & Plamning Study,
May 1998, or "dashington Fosty May 2%, 1998.

Union 3tation Horth Site

Advantazes

1. Almost double the space now, almost triple for future., Less expensive building,
construction, and interest costs will save § 3/47b11136R%1 .-

2. de could bulld 1.3 to 1.5 million sq. ft. and would be on a par with all but
Chicago now and Orlando {Osceola Co.) in the near future.

3. 3ave severe wear and tear on streels and nelghborhoods by using rail transport
and truck containerization to remove construction debris, and bring in building
materials, and later bring in large exhibits.

4, Empty space for new hotels, businesses, parking garages, and marshalling yards
for rail/truck interface. Large nearby space and buildings for lease.

5, Adaptive reuse includes B6 existing truck bays and a huge tuilding suilable
for smaller meetings and conferences.

&, Surface ¥eiro access {no expensive digg'mg) and bus space for conventlon and
other tourist and visitor muposes such zs a welcome center.

Mt. Yernon Square Site
Discdvantages
1. Teo smell today, and no room to expand. Jo parking hurts the reighborhood.

2. 100,000 truckloads of diri, destructive to streets, dirty the neighborhoods.
This is 1 truck every 2 minutes, 12 hrs.fday, 5 days/week for onz year.
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Testimony, Lee Aikin -2- fay 29, 1998

3. ‘hen planned expansion are added to Anabeim, Orlando (Osceola Co.), San Diece,
Boston, Dzllas, and Miami Beach we will rank 16th.

L, MHigher texes on already high hotel and restaurant fees wlll discourasge tourists.

Small verdors have been arrogantly eliminated from area in advance of construction,
as MCI has arrogantly done after construction (shows bad faith with the people).

6. Constant danger of embarrassing leaks from below water table construction of
exhibit space.

From the foregoing analysls as well as other testimony presented today it
should be obvious to anyone not motivated by 11l-considered and short-sighted
self-interest that the Union Station North (USN) site is far superior to it. Vernon
Square (¥VS).

It seems obvious that MVS is primarily preferred by a few hotel and land owners
to the detriment to the entire population of this city. Zven they could profit in
the short run by buying and developing land near a larger convention center at USN.
4ith the 2dditional business and visitors to the City, their existing holdings should
do well in the long run without any need to saddle us with an expensive dud.

Rather than plan for a mere 723,000 sq. ft of exhibit space, this Council
should ord:rjgngook at the economics of a 1.3 to 1.4 million sq. ft. center, perhaps
built in two stages. Since it is projected that the convention center with bond
interest would cost $1,937,000 at KVS, versus $1,191,000 at USN, it appeer we could
finance the larger space for what MVS would cost for the currently planned inadequate
space. HWith such an expanded center we would be, aad remain, competitive with Hew
Orleans, Orlando (Orange Co.), Las Vegas, Atlanta and New York City 211 of which have
or plan 1.3 to 1.4 million sq. ft. of exhibit space.

Given the USN site's proximity to both the railroad and the H.Y. Ave. gateway,
ii would be an ideal site both for the convention center and a tour bus Welcome Center
and staging area. Rather than have busloads of tourists brought down to the a1l
where the buses sit 21l day, idling their motors and polluting the air, they could
bring the students and other visitors to the Welcome Center where they could use
bathroom facilities to freshen up, cafeteria, coffee shops and fast food places to
relieve their hunger, and shops, drug stores and open air vending sites to buy
necessities, gifts and souvenirs., Then a conveniently located Metro stop or shutile
buses could wisk them downtown to the Mall, Capiltol Hill and other Ffzvorite tou~is:
sites. Tzis would be a great improvement over the current bus siiusiion, zad

tunieipel bus parking could provide additional Zity revenue.
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Data provided by national convention center experts show
that if other cities proceed with their expansion plans, in a few
vears D.C. could be only 16th largest in the highly competitive con-
vention center market. Then D.C. would steadily lose market share
each year. Notice that the convention center cities which already
have more exhibition space than 730,000 sq. ft - Chicago, Orlando,
Las Vegas, Atlanta, New York, Anaheim — are planning to add still
more exhibition space. Observe that San Diego, Dallas, and Boston
plan to reach and exceed 1 million sq. ft. of exhibition space.

Largest U.S. Convention Centers: Current and Planned

Plate 7 Exibition Space — Sites — Parking
ExhBr - RN . BE " 'Parking on-site
R - Wt Space Expaniion . Site " or contiguous

Cty/Convention Center " (s - Plns ©.  Total (Acres) . (Na.ofcar). |
Chicage CC
(McCoerrick P1) 1,250,000 500,000 235ml 100+ 3-5,000
New Orleans CC (Mol:il!')" 1,300,000 13ml 100 2,000
Orhando CC
(Onnge Co.)** 1,050,000 250,000 13mi 125 3500
Las Vegas CC** 970,000 425,000 14ml 4,800
Aflanta CC
(GAWd Cong )** 930,000 500,000 145m) 100+ 5,000
Las Vegas CC (Sands)*® 935 000 105.000 1.04ml 1,400
Lot Angeles CC 867,000 267,000 34 6000
N.Y.C.CC (Javits)** 766,000 540,000 13ml
Ansheim CC* 679,000 330,000 1.0m! 75 5,500
Orlando CC
(Osceols Ca)oee 2.1md 2.1*ml 100~ 5,000
San Diego CC** 630,000 500,000 Liml 27 2200
Boxon TCC™* 600,000 400,000 1.0ml &0 2,000
Dallas CC 600,000 300,000 900,000 1,300
Kentucky Expo CC 793,100 93,100 19,000
Mami Beach CC 502 800 250,000 752,800 2300
Westingtonceome ) 735000 | . we . 75000 SN :

 Newfacity

** Expansion studics or expension ender way

The Commmittee of 100 is indebtod 1 the follows i experts for their pro bong arsistence in




133

[xrpuaddy o3 19521 ‘saj0u Liojeueidxa 107)

000'0§
(000°t?) $

tiak g
shueg

000'161°1 000°LES'T w307 poforg oy
[y T 3] w0y poog
000799 000°688 15301 2opnp3 50D ML
TR [y 4] ARy P 110D Sy
000°'r8S 000'$6L 1nxne) 5 Supavu)g Sumprprg B Moy,
Wt W 1n RO
00008 00098 K300 yog ‘mexng
[ T o1 130 vonwiniy 901 voRoes
000'97 000'92 Sommsa] pos B
000'vS 000'ry [ Suninsuc) udy umdarg g
00068 000595 0307 pY ‘moKgng
T LI 8 vomoRg
000'r 000'yL wowdmb pus sPurErny ‘sommay
] [ L Sungmg
000°C 000'€Z 9 UD7AS votOdsTRI |
0007 000'8 ] POTEOORTY AR
000'05¢C 000°005 y uoBONRIIOY)
fo ey
00079 000'LL 150D P TRONNS
wmT WITT € oonvpoNDY
000’11 000't9 4 soRRqLInOY) pary A
000'sr S 000's $ ] uonmnbay powr] amAng
Role) gl
TRV PSSV  BRN
NSN SAN
(spewmon oy Lamioq)

8661 1 A¥I )0 3V (0012) 001 JO XappuImo) At pauwdasg
(NSN) WIoN BopmS Bopan) pus (SA W) Mwnbg nowaap Ty
18 R0 139f0s4 jo sosuedine))
4NBI) UOPBIAUOD) BOITUIYIN AN, MIN

v el

“Burdwres yonay xa[dwos pue sppuuny Apsos 105
paau ay) uneurun|s ‘[2a3] apead je a1e os[e YUON UOKEIG UOIU(] Je
>0p Foru] ‘saBejurapestp pue sasuadxa paeIdOssY pue uonINLS

-uo> punosBapun Suneuruna -- [3aa] a[8uts auo uo adeds uoniqiyxa
11 \p1m ‘1243 apead e 193uad uonuaauod ayy 3uip(ing 4q Ajuewud

Pare1aual e 3)is YHON UOHES UOTUN are-zz ays e sSutaes ay]

(v 1)

"SpUOq 33 JO 1] A ISA0 UOT[IW G/$ 0} ISLAIdUT pMmom sSur

-A®S ‘PIPN[OUT ST 1S3I1JUT PUO] UMY 'd1eNbG UOWIBA “JA ey $Saf

uotj[Iwr ZZZ$ 39 PINOM STYL "UOI[NI 799§ 10§ I[INq aq P[NOd YHON
UONE}S UOTU() JE 13]U3D UOHUIAUOD JZIS JuIes Ay “isenuod Ag _,

YHON Uonjeig uorup) je aanewayjy AsoD ssa ‘A

000°L£6'L 000'6¥9°1 B80)) 12foug moy,
BT W ) waxm] pRog
000'688 000°LEL 1R ] 2uypapi] R KoL
L7 ey $3ARsYY pagnboy pus 1507 Borowmuy
000'56L 000'059 1uau] p Smpavuyy Inpapxy KD Mo),
[ooyen 008 fo 0]
000'98 000'98 0507 Yos§ TROWNS
S0 SO0 300 yormeAnp 90| VOROIG
00097 00097 aowemmsu) por o
000'Py 000'PY Sanmuc) YaBy unsbolg wimag
TIPS
000595 000'067 150D PR
T 0 vonwes3
000'p€ 000°r¢ 1sxudinbg pus shuiysiamg ‘Samaxtg
0 [4 oy
000'€Z 000°€Z wondg sogmuodnms]
000'8 000'8 uowwsojy Anen
000'00§ 000°sZ¥ DORORAITOY)
SEOD TR
000°LL 000'91 m0)) puw] ‘moIng
o WO vounpouny
000'19 ] uonnquiuay) pury A1)
000's § 000°5 § uonminboy pow sreaug
ey ]
(1o VIoR
(spuesnoy} u) siejjoq)
pasedwo) sejewns3 0010 PAWYIOM
$1500) pajosloid Jajuan uonuaAuo) alenbg uousap IW

g aleld




134

% \ccording to “Ihic Jashington Post" article, fay 20, 1)00. actuslly accoridin, to
the nore delinltive report of the Commiltee of 100 jusi role sed, o would hwe
Yumber 103 and 17 other planned expansions in six elitlos ozeas, we' e *
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Jounded 1923

Testimony of the
Committee of 100 on the Federal City

Before the
Committee on Economic Development
Councilmember Charlene Drew Jarvis, Chair

on

PR 12-840, the “Washington Convention Center Authority
Dedicated Tax Revenue Bond Resolution of 1998”

July 6, 1998
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The COMM

ICD

on the FEDERAL CITY

[ownded 1923

Good moming Madam Chairman, Councilmembers and staff. My name is Joe Bender. [ am
chair of the Economic Development & Housing Subcommittee of the Committee of 100 on the
Federal City.

With me today is Mr. Johm Forrer, a consultant to the Committee of 100. He will review analysis
he has prepared on the cost and financing of the proposed ceuter. [n addition, be will discuss cost
estimates and a critique of the proposed construction contract that were prepared by Ms. Robin
Godfrey, another consuitam to the Committee. | will introduce Mr. Forrer more fully ina
moment.

Our chairman, Tersh Boasberg, is typically in this sear. No less event than the marriage of his son
could keep him from sharing this time with you. 1 hope that I can convey the Committee’s
thoughus on this importam project with some of the skill he brings to the task,

[ would like to thank the you and the Commirtee on Economic Development for allowing us the
opporunity to appear before you. It is a particular pleasure for me, as [ have so many good
memories of appearing before the Committee and working with you during mry almost fifteen
years of service with the government - and a few times since as a private citizen and businessman.

The Commirtee of 100 is strongty in favor of constructing an expanded convention ceuter.
Meeting the demands of todays and future conventions and trade shows is key to a strong and
growing hospitality industry; to expanding secure and quality jobs for District residents; to
generating related opportunities for local and regional businesses; and for enhancing the fiscal
condition of the District of Columbia. We want to see a new, quality center built and operating as
quickly as possible. These goals we share,

At 1ssue between us is a difference over the location of the expanded center. We believe strongly
that Union Station North is the site at which 1hese objectives can and should be met. The location
historically favored by the Washington Convention Center Authority (WCCA) and, to date, the
most influential factions of the business and political establishment, is Mt Vernon Square. Yet
cvents and circumstances have rendered Mt. Vernon Square wholly inadequate for meeting the
objectives.

o That site is cramped. [t will not allow for construction of a center that competes on the
first tier now — functional Javout has been repeatedly compromised to fit the center to the site.

o Mt. Vernon offers no room for realistic, contiguous expansion, dooming the District to
also ran status among our competitors.
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o Because of site constraints, the center at Mt. Vernon cannot be built on budget. Either
the budget will be busted or we will sec a continuation of recent cuts ~ compromising quality and
competitiveness. Indeed, at Mt Vernon, we are likely to get both, a lesser quality cemter that still
explodes the budget.

o There is no on site parking or the opportunity for providing it on comtiguous sites
without displacement of businesses and residents, destruction of the historic neighborhood and
preciuding the long-held goal of revitalization of the area as a mixed-use residential community.

In contrast, the Union Station alternative responds favorably 10 each of these key issues. It's
greater size allows for superior function and design. Immediately conmiguous to the site are
properties for ready expansion — many are District owned or controlled. Owing 10 a far more
straightforward construction regime, the proposed center can be built within the revenuc streams
now dedicated — without fear of compromising quality and competitive advamtage. We estimate
savings 10 be over one quarter billion dollars as compared with Mt. Vemon Square. Further, even
after allowing for design and approval times necessary for shifting sites, the Union Station
convention certer could be opened ahead of the date we can reasonably expect when going full
bore at Mt. Vernon Square. Thcoppomnﬁtytopmduceeomigtwusparkingisappmwithom
negatively affecting neighboring businesses. The site poses none of the exiremely negative
environmental impacts associated with the Mt. Vernon aiternative. And the Union Station cemter
boids the promise of catalyzing implementation of the North Capital Street portion of the recemtly
adopted Monumental Core Plan as weil as creating a southern anchor for the long-awaited
revitalization of the New York Avenue corridor.

Please allow me a moment for personal observation. [ am frequently asked how the WCCA and
the Committee of 100 could have such distinct disagreements on location when their stated goals
are so similar. [ am sure that I don’t know the haif of it. But, [ suspect that the {ong history of
trying to find a site for expansion of the convention center and extreme frustration with the pace of
progress is a leading factor. And, [ fully share that frustration. As project director for the District,
now almost a decade ago, my team identified Mt. Vernon Square as the then best site for
expaosion. Yet conditions have changed dramatically since that time — as has the proposed
program for the center. Indeed, I am now convinced that Mt. Vernon was the wrong choice for ail
the reasons outline above.

Given the evers of the past few vears, [ suspect that long ago the only real task of the WCCA and
associated parties became to build an expanded center at Mt. Vemon Square - the sooner the
better. Critical analysis ccased. That was certainly the “conventional wisdom” (pun imended) at
the time plans were first formally made public with relcase of the Environmental Impact
Statement. The site was selected. Alternative sites were discussed simply to seem to meet
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requiremems of law. If you had problems with the proposal, work them out at Mt. Vernon.

In the year and a half since publication of the EIS and the Committee of 100 having bucked
conventional wisdom by raising questions about the Mt. Vernon site selection, we have repeatedly
seen WCCA delay release of ever increasing budget projections until immediately after votes
critical to moving forward at Mt. Vemon Square. Responses to requests for comparison with the
Union Station alternative, if made, were usually done immediately before some key action so as to
disallow rebuttal before the vote — and have always been highly biased and inaccurate. Questions
have been addressed, but not answered. Concemns have been managed, not met. It is of no
comfort that the points and projections initially made by the Committee of 100 are proving true
when real responses and action are withheld

Withall respect, this is not the way to make decisions on the District’s most important economic
development project and most expensive public works project since Metro. We need to be about
making the best choice to achieve public policy in partnership with all business interests, not to
simply ratify the private decision of the WCCA and its associated interest groups.

Today, you are considering PR 12-840, which authorizes WCCA to sell $650 million par value
bonds in order to raise $616 million of net bond proceeds. These are the bond proceeds that
WCCA would need if its budget for Mt. Vernion Square was correct. Therefore, before deciding
whether to approve this resolution, we request that you carefuily consider five questions:

1. Is the Guaranteed Maximum Price for construction of $500.6 million firm? NO
2. Is WCCA's budget for Mt. Vernon Square realistic? NO

3. Is spending on Mt. Vernon Square limited to $650 miilion? NO

4. Does the proposal for expansion of Mt. Vernon Square (the tunnel notion) make
sense? NO

5. 1s Union Station North an attractive alternative? YES

To elaborate on the answers to these questions is Jobn Forrer. Mr. Forrer is a former official of
the federal OMB and the New York City Budget Burcau. For the past 15 years he has been &
private developer, who has put together many budgets and financing plans for substantive
construction projects. In addition to summarizing his analysis, Mr. Forrer will be sharing with us
the work of another consultant to the Committee of 100, Robin Godfrey. Ms. Godftey is the
principal of Scharf-Godfrey, Inc., one of the preeminent construction cost estimating firms in the
nation. Ms. Godfrey regrets not being availsble to you today.
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1. Is the Guaranteed Maximum Price of $500.6 Million Firm? -- NO

The proposed construction management contract between WCCA and Clark-Smoot contains a
so-called guaranteed maximum price or GMP of $500.6 million. However, while a majority of
the construction costs are indeed guaranteed, there are so many exceptions, allowances and
omissions from the guarantee that a significant amount of the contract is in reality a cost plus
expenses contract. As stated in the attached summary report from Scharf-Godfrey, Inc., one of
the preeminent construction cost estimation firms in the nation, “this leaves the contract open to a
considerable overrun with no control on the costs.”

Some of the exceptions are normal for a contract of this kind. Examples include increases in the
scope of work ordered by WCCA and acts of God (floods, earthquakes, etc.). Other exceptions
are unavoidable for this particular project. The most important and potentially costly is
unforeseen underground soil or water conditions, since Mount Vernon Square requires the largest
deep excavation ever undertaken in the District of Columbia.

Many exceptions are unusual, however, and do not appear to be in the best interest of WCCA or
the City. These exceptions are summarized in the attached report from Scharf-Godfrey.. The
report details many items that would normally be included in a GMP without limitation but which
in this case have been treated as allowances so that the contractor will be entitled to increases in
the GMP if the allowances are exceeded. One example is lighting equipment, which was
previously budgeted at $12 million but is now included as an allowance of $10 million. The
revised contract also contains no ceiling on the contractor’s general conditions, whereas GMP
contracts almost always put a ceiling on such costs to protect the owner. ’

In addition, under the guise of value engineering, a number of elements of the design have either
been eliminated or altered in ways that appear to be unwise and probably unreal. Examples
include the elimination of the grand staircase to the ballroom and elimination of the sound
insulation from the heating and air conditioning ducts. The former raises questions about how
thousands will exit quickly from the ballroom after a meeting as well as sacrifices an esthetic value
of the original plans, and the latter raises the prospect of noisy conditions which will disturb
meetings throughout the center. Both should, and probably will, be restored to the scope of work
through change orders, but at a cost which will be significantly higher than if they had been
included in the GMP in the first place.

It is clear that the $500.6 million is not the final GMP. How much it will increase before the job is
completed cannot be known with certainty, but funds must be included in the budget to cover our
best guess. Given the present construction contract and the present status of design development,
Scharf-Godfrey believes that a contingency allowance of $100 million is needed for construction
costs alone. Since WCCA’s contingency allowance of $30 million is needed for non construction
items, Scharf-Godfrey concludes that the WCCA budget is understated by $100 million.

o
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NEW WASHINGTON CONVENTION CENTER 06/25/98
CONSTRUCTION MANAGEMENT AGREEMENT
AND GUARANTEED MAXIMUM PRICE PROPOSAL

Approved Value Engineering and Cost Reduction
Scharf-Godfrey Inc. Comments

VE 1.2 Reduce survey costs
This is a false reduction, the costs are still in the project GMP.

VE 1.8  Remove requirement for maximum of General Conditions and General Requirements.
This item becomes a reimbursable cost with no cap, which equals a Cost Plus Expenses
Contract, not a Guaranteed Maximum Price Contract.

VE2.3 Eliminate Clark/Smoot responsibility for unforeseen soil conditions and delay for hazardous
material remediation.
As above ,this item becomes a reimbursable cost with no cap, whicli equals a Cost Plus Expenses
Contract, not a Guaranteed Maximum Price Contract.

VEM.2a Outsourcing of the central plant and associated production.
This is a reduction in the GMP and an increase in overall costs through operating expenses
over the long term --there is no cap on this cost.

VEM.2 Delete voice and data, telephone and fntercom systems.
This is a deferred cost, the systems are still required for the proper functioning of the facility
and the cost remains although not in the GMP.

VEM.11 Delete food service equipment.
This reduction relies on vendors to install their own equipment, which may or may not happen.
The likely result is a reduction in quality of food services which impacts the quality of the
Convention Center.

VEM.12 Delete all Metro work.
This reduction is based on WAMTA doing any modifications to the Metro station to
accommodate the Convention Center.

The following “cost reductions™ simply transfer costs from the GMP to a cost plus status

VE 3.4 Reduce canopy allowance to $1,800,000
VE 5.8 Reduce miscellaneous metals
VE 5.17 Provide ornamental handrail allowance
VE 9.5 Reduce allowance for the Ballroom Prefunction ceiling
VE 9.19 Use carpet allowance in lieu of current budget

..VE 9.22 Establish allowance of $1,300,000 for Ballroom ceiling
VE 9.23 Reduce fabric wrapped panel quantity by 10,000 SF

* VE 16.1 Reduce light fixture allowance from $12, 000,000 to $10,000,000

VE M.13 Change the security system requirements to an allowance

*This is a good example of how it is possible to really reduce the cost of an item, with the likely

result of a future decision that the quality has been reduced to an unacceptable level and therefore
a Change Ordcr is the result.

I
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A number of VE items (45) reduce the budget resuiting in a reduction of quality which will be noticed.
An example is the reduction in the cost of the ductwork which will result in an unacceptable increase in
the noise level throughout the Center,

The following VE items affect the quality of function both in building operation and/or flow of visitor
traffic:

VE 9.20

VE 10.1

VE 4.2

VE 143

VE 158

VE 15.12

Despite shifting cost reponsibilities to WCCA, the reserves for contingency are reduced from
$58,000,000 (13% of construction costs) to $30,000,000 (6% of construction costs). Instead, the
contingency should have been increased to 15% of construction costs ($75,000,000) for unforseen costs
at this stage of design (95% design development which is not yet 50% construction document
completion) plus an extra 5% of construction costs ($25,000,000) for the allowances, questionable
deleted items and absence of a maximum for General Conditions and General Requirements. In
addition, a contingeacy allowance for non construction costs is also needed.

Although the majority of the contract remains a Guaranteed Maximum Price, with the many open ended
allowances a significant amount of the contract is a cost plus expense contract. This leaves the contract
open to a considerable overrun with no control on the costs.

Items taken out of the GMP just shift costs which remain to some other source of funds and/or additional
future expenditure and do not reduce the cost to the public of the Center. The ultimate cost is of real
concern in the items/conditions which allow Clark/Smoot Change Orders. Change Orders often result
in a cost for the change which is over and above what the cost would have been originally.

In the opinion of Scharf-Godfrey Inc. the budget is understated by approximately $100,000,000.
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2.1s WCCA’s Budget for Mount Vernon Square Realistic? ~ NO!

In 1993 the cost of building a new convention center at Mount Vernon Square (MVS) was
estimated at $450 million. By early 1997, the Washington Convention Center Authority (WCCA)
increased this estimate to $550 million, and in late 1997 they upped their estimate again to $650
million. At that time several members of this Council said they would live with $650 million for
MVS, but if the cost went any higher they would no longer support this site.

On May 29, 1998, WCCA released another budget. In it, the construction cost was increased by
$81 million and pre-development and mitigation costs were increased by $7 million. However, in
order to make it appear that the budget still totaled only $650 million, that budget simply omitted
all costs for site remediation, Metro improvements, utility relocation, food service and
communications equipment and the central heating/cooling plant, all of which had been included
in the previous budgets. The new budget also reduced the contingency allowance from $58
million to $30 million.

In addition, WCCA acknowledged that the largest unknown cost of the project - - unforeseen
subsoil and hydrology conditions -~ had been shifted from the GMP to the reduced contingency
allowance. The attached memo from James O'Conner, the D.C. geologist for 23 years until his
retirement last year, details the precarious subsoil and hydrology conditions at MVS and
concludes that major unforeseen costs are almost inevitable. WCCA also disclosed that 16
construction cost elements previously budgeted at $50 million are now included in the GMP as
allowances totaling only $35 million. The risk of cost overruns in all of these categories as well as
others must now be covered by the contingency allowance.

In its June 19 request for a bond resolution, WCCA came up with yet another budget. This time
the change was relatively minor - they added back the site remediation item they had omitted on
May 29, albeit at only $5 million rather than the $11 million included in previous budgets.
However, they also reduced the A&E budget by $5 million, even though that budget had been
increased by $10 million on May 29. Therefore, as expected, the total remained at $650 million.

This latest budget, like all of its predecessors, is grossly understated. As can be seen on the
attached table, WCCA’s own estimates for the items which were included in previous budgets
now total $703 million, and a realistic contingency allowance per Scharf-Godfrey would add $100
million more. Therefore, a realistic total for the same budget categories mcluded when a $650
million ceiling was set now equals $798 million.

And even that figure is still not the true total cost of the project. All of WCCA’s budgets omit
both the value of the land which the city is contributing and the financing costs and reserves
required in order to self the bonds. When these items are included, a realistic estimate of the total
resources required to build a new convention center at Mount Vernon Square is $985 million.

7
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COST ESTIMATES FOR MOUNT VERNON SQUARE
: (Dollars in Millions)

Previous 5/29/98 06/19/98

WCCA WCCA
Budget Budget

Pre-Development & Mitigation
Private Land Acquisition 5 5
Design/A&E Services 24 34
Other Pre-Development 46 45
Sec. 106 Mitigation 16 13

Total Pre-Development & Mitigation 91 97
Construétion
Allowance {tems in GMP 50 35
Other Building and Site Costs in GMP 370 466
Soil Remediation & Hazmat 11 Q

Total Construction 431 501
Furniture, Fixtures & Equipment Excluding ¢

Food Service and Communications 22 22

Reserve For Contingencies {Authority) 58 30
Project Cost As Redefined 602 650
ftems Omitted From 5/29/98 and 6/19/98 Budgets
Environmental Remediation . ’ 0 5
Metro Station 23 23
Utility Relocation i 8 8
Food Service and Communications Equipment 12 12
Central Heating/Cooling Piant Formerly in GMP 5 s

Total tems Omitted 48 53
Project Cost as Previously Defined 650 703
City Land Donation ' 0 0
Financing Costs and Reserves

Bond Issuance Costs ] 12 12

Funded Reserves 15 104

Total Financing Costs & Reserves 87 116
Total Project Costs 737 819

WCCA
Budget

5
29
45
13
92

35
466
&

506
22
30

650

23
12
48

12
104
116

814

07/06/98
Realistic
Budget

798
61
12

114

126

985
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May 29, 1998

TO: DC CITY COUNCIL MEMBERS
RE: PUBLIC HEARINGS ON FINANCIAL PLAN
FOR WCCA MT. VERNON CONVENTION SITE

I am James V. O’ Connor. From 1974-1997, I served as Associate Profe of Geosci and DC city geologist at

UDC. From 1988-1992, I was responsible for developing, placing and testing the federal-state groundwater monitoring
wellsystunEorﬁeDkniaodeumbhnpmofdwmmdambyCmmmdzﬁeGmWwMFmdhg
fordmprv;xmm&umEPA&USGShougbdeCC&RAmdDCWR.RC.Ipmemxsdmauyhcuwdzy:zn
umpaid volunteer member of the water ittee of the C. fttee of 100 with twenty-five years experience
in the geology and hydrology of underground DC.

Myconms:rewi:ﬁmeshonmdbngummmh:edmd:enm:laxd:sdmc:pametersmwmed
pre-during-post construction at the Mt Vernon site and on the pollud itigation issues at the Northeast 1
site especially from this momings testizony.

GROUNDWATER AT MT VERNON-SHAW SITE:

Controlling groundwater for construction downtown is always a major cost and usually
involves cost overruns despite preconstruction pump tests. This site has two different
groundwater systems that have constantly plagued the green line UDC METRO STATION
here. .. .

The pump test-well analysis for this project will require that 50-500 gal/min must be pumped
and treated every day for the life of the building. Data from the architect state that these are real
seasonal norms for the area. This water must be collected, pumped, treated and lifted to be
disposed into the DC street sewer system forever. We are looking at 3000 gal/hr to 30,000 gal/
br. If the pumps fail or if maintenance fails or if cost cutting civil engineering is used, structural
integrity begins to happen. Think about why and what happened at the failure of the O ST slurry
wall— built to last forever. The water is from two different aquifers with different pressure
systems that will be cut into to form an intermixed system. Is this design impact considered in
the costs presented this moming??? I would like to see the groundwater control plan so that true
costs of the underground construction phase are known.

COMPARISON TO: REAGAN INTERNATIONAL TRADE CENTER groundwater control system

The Reagan Center currently pumps 1000 gal/hr. While it just opened to the public, its
construction took place over the last five years and the slurry wall has been in place for four
years. It has the latest designed state of the art pumping systems with 7 basement containment
well sites across the 8 acres. Each well site has two high powered pumps with two backup
pumps on emergency generators. THIS SITE IS HALF THE SIZE OF THE MT VERNON SITE
& has similar but much lower groundwater problems and issues. They also planned for expected
new EPA urban water quality directives with three separate water disposal and treatment
facilities: groundwater, stormwater and sanitary sewer. This was changed after the original plan
but prevents retrofitting costs in the near future and is ready for changes to the DC sewer flow
system. Will the cost of Mt Vernon contain state-of -the art equipment to handle the new water
quality-urban disposal regulations for the next century before it opens??

]



145

O'Cp-2

WHERE DO YOU PUT THE COST OF THE GROUNDWATER CONTROL SYSTEM?
THERE IS A MAJOR GROUNDWATER COST DURING ALL THREE PHASES.

Pre-construction phase invalves pumping tests to determine baseline levels, quantity and quality.
A groundwater management plan is developed and a dewatering system placed with all the
proper groundwater extraction and disposal permits granted. _

Major hidden or unknown cost is the role and amount of subsidence that will occur and where. I
‘have asked for the pumping test reports for two months through the C140 but have not been able
tew get 2 copy to study and determine the extent and depth of the cone of depression.
Permanent depression on the water tables here - contrary to DC groundwater law- will have
settlement impacts. How much and where | cannot determine without the engineering design
pump study. The source of the groundwater from the north and the nature of the porous geologic
gravelly and sandy sediments makes settlement very predictable if the water is withdraw fora
substantial period of time or quickly if any major vibrations cause compaction/loss of the void
space. Costs here come from settling claims with the neighbors and could be paid by insurance
company ( depends on policies ).

Construction phase will involved 2 well dewatering system and treatment/collection system in
and around the site as well as monitoring wells through the neighborhood to document
subsidenice issues for the insurance companies. The shurry wall process will involve creation of
slurry ponds and reeycling systems as well as run of comtrol and washing faciities for the
machines and trucks, This messy operation always involves violations- added costs and
problems offsite. Water and liquefaction (quicksand) are always issues in large projects in 40
feet of continuous groundwater especially with a quickclay potential foundation bottom.
Maintaining the structural integrity of the subway during pumping and construction will also be
a challenge ¢losely watched by METRO and its engineers. ’

Operational phase will involve groundwater control to keep the building safe forever. Seeps will
be natural but controlling the water will be critical to floor and wall stability. The equipment and
maintenance schedules must be first class and kept at all costs-check out all slurry wall buildings
downtown since 1978- important annual cost.

POTENTIAL COSTS RELATED TO GEOLOGY OF MT VERNON SITE _

WCCA reports to the council questions from March 98 meetings state that the site geology
and soils are generally favorable for tbis kind of construction. The boring logs and geological
cross sections of both this site and neighboring green line on 7th St bear this out. There is 5-
15% plastic or swelling clay of the Potomac group geology that is a physical problem on
site. The main lense of plastic clay is not very thick and somewhat broken across the middle and
cast side of the whole site but occurs where the foundation slabs are projected to be placed. This
geological occurrence may or may not be included in the construction costs. It will cause
problems and it will require funds to deal with- quite sure this will come under the EXTRA PAY
clauses one way or the other.

/0
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Every shurry wall in DC, ¢.g. O St, Smithsonian Asian-African Museums, Reagan Center,

has encountered hydrogeologic freaks that caused extra expenditures. While these geologic
oddities appeared on all the borings and logs, they were ignored as minor blips in the majority
construction. :

In all cases, the minority geology caused major cost overruns. ] always worry about building
on physical challenging geology with cost cutting and low bidding as the norm up front.

IF YOU SKIMP ON PROPER GEOTECHNICAL ENGINEERING, YOU WILL PAY DEARLY
IN THE LONG RUN.

NORTHEAST 1-UNION STATION SITE- COMMENTS ON HYDROGEOLOGY

This mornings testimony raised the issue of cleanup costs at the Union station site as parz of
the cost comparison and choice alternatives. The comments were made on the data from the
CSX assessment and DC UST reports from 1988-1989. The figures quoted were fora
development plan and technology/laws for clean up ten years ago. Most of the 50 million was for
excivation and transport of the polluted soil off site. New technology and legal changes in
cleanup risk management since 1988 have dropped the clean-up costs and fostered in-situ
methods of mitigation versus hauling away.
The real issue is the removal of the floating fuels above the shallow water table which CSX has
been doing since they reported the problem to DC in 1988 in complying with DC water law. An
all out cleanup of the float could be done very quickly . ... :-.=»~ - and low cost (a few
million dollars) if it were necessary (selling of property deadline). As a former industrial site it
s dirty. The CSX site is a sialler track and has a uniform pollution product as opposed to the 33
potential USTs sites cited in the 1997 eavironmental reports for Mt Vernon where numerous
different land uses provided different petroleum products to the water and soil and which
require a host of different treatment and hauling solutions, This multi pollution range at Mt
Vernon is ideal for potential cost overruns from the unexpected as the WCCA cleanup budget
dropped from 11,000 to 3000 dollars in the moming presentation (I am not sure what the new
evidence was to drop down Mt Vernon remediation costs in today's revised budget).

I would be willing to work with any council person, city agency or WCCA team to help.
While we need a strong and vita) convention center to spark this city forward, we do not need
nor should we go into a plan that is second class and with short term gains for a limited few.

Plan it big. Plan it right. Make it a showcase to raily around. If you spend so much of the city’s
funds, make sure the 30 year economic returns are truly there at Mt Vernon.

"
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3. Is Spending on Mount Vernon Square Limited to $650 Million? — NO!

Although the latest budget put forth by the Washington Convention Center Authority (WCCA)
for the Mount Vernon Square (MVS) site still pretends to be capped at $650 million, Bill 12-379
does not limit spending to $650 million or to any other number. WCCA is permitted to spend
whatever it can raise from bond proceeds and other sources.

PR 12-840 authorizes the sale of $650 million of bonds, which are expected to yield $616 million
of net proceeds. With these proceeds, WCCA currently acknowledges plans to spend about $814
million on MVS as follows:

Sources of Funds:

Bond Proceeds $616
Cash On Hand or Already Spent as of 7/1/98 100
Federal Grants 31
Vendor Contributions 17
Earnings During Construction _30
Total Sources of Funds 814
Uses of Funds:

Cost of Bond Sale 12
Debt Service, Operating and Capital Reserves 104
Project Costs Per WCCA Budget 650
Other Costs: Metro Station 23
Utility Relocation 8

Heating & Cooling Plant 5

Food Service & Communication Equipment 12

Total Uses of Funds 814

However, even $814 million is not a ceiling. The revenue and coverage projections used in
connection with $616 million of bond proceeds are extremely conservative. It is likely that up to.
$75 million or perhaps even $100 million of additional bonds can be supported with the dedicated
taxes authorized in Bill 12-379. It is also probable that cash on hand or already spent at time of
bond sale will somewhat exceed the current estimate. And, of course, the financing plan assumes
that the City will contribute land with a current assessed value of $61 million.

Therefore, WCCA can probably increase spending to over $900 million, and total project costs
including city land to over $960 million, without requiring further legislative action other than
another bond resolution in a year or two to sell additional bonds to complete the project. Is this
their real plan? Have they deliberately understated the budget, and hence the bond requirements,
with the intention of authorizing more bonds later? Will the bond indenture allow more bonds
backed by the same tax revenues? WCCA should answer those questions.

12
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4. Does the Proposal for Future Expansion of Mount Vernon Square Make Sense? — NO!

Aside from its ever increasing cost, the biggest weakness of MV is its lack of room for future
expansion. Responding to public criticism, on May 29, 1998 WCCA suggested that this problem
could be solved by connecting the new center to the old center site with a tunnel, tearing down
the old center and replacing it with a new complex that would have 300,000 square feet of
exhibition space below ground and a multi-use complex above ground with three hotels.

The economic and technical feasibility of such a scheme is highly dubious, especially since public
funds are to be used to build the expensive underground exhibition space while private funds
would build the above ground portion. However, the bigger problem is that even if the complex
were built, it would not meet the expansion needs of the new convention center.

Convention planners and the companies who exhibit at conventions want exhibit space which is
close to the meeting rooms and assembly halls at which the main events of the convention take
place. Otherwise, convention attendees will never see the exhibits. Exhibit space located three
blocks away, even if connected by an underground tunnel, would not be acceptable.

Ideally, convention centers have at least 3 times the amount of exhibition space needed by the
average convention they are designed to serve. This enables them to have one average-sized
convention open at all times, since it takes three days 10 set up, the convention is open for three
days, and it takes three days to tear it down. In 1997, the average convention in the United
States utilized 230,000 square feet of gross exhibition space. By 2001, this number is projected
to grow to 260,000 square feet. If conventions continue to expand, by 2010 the average
convention will need at least 300,000 square feet of exhibition space (1997 Guide to Exhibition
Marketing and Management - 2nd Edition).

The design for MVS has one 500,000 square foot exhibit hall underground and one 230,000
square foot exhibit hall on the second floor. Today this facility could barely handle three average
sized conventions, but by the time it opens in 2003 it would already be small for three average
conventions. If conventions continue to grow in size, by 2010 the new center clearly would be
able to handle only two conventions at once.

The purpose of expansion space is to increase the size of the exhibit areas so that the center could
continue to serve three average conventions at the same time. In order to accomplish this goal,
expansion space would need to be immediately adjacent to one if not both of the exhibit halls.
Additional space two or three blocks away is of little use for this purpose. WCCA's “expansion
plan” is really not an expansion plan at all. Instead, it is a proposal to build a separate center with
300,000 square feet of exhibit space two or three blocks away. Expansion space for the MVS
center would still be needed. None will be available.

13
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S. Is Unioan Station North A Financially Realistic Alternative? — YES!

The Committee of 100 (C100) estimates that a new convention center of the same size can be
built at Union Station North (USN) for approximately $250 million less than at Mount Vernon
Square (MVS). At the hearing on May 29, WCCA presented a budget for USN which alleges
that USN would cost more than MVS. The three budgets are set forth on the attached table.

Which is correct? In our judgment, the budget for USN presented by WCCA is grossly distorted
in the following key respects:

a. Construction. Both parties agree that construction costs will be considerably less at
USN than at MVS because the USN site is large enough to permit the center to be built at grade
and thus avoid the expensive underground construction required at MVS. The WCCA estimate
for-1JSN is now $386 million. C100 experts put the cost at $350 million. Since our experts have
turned out to be right on the GMP at MVS, there is reason to use their estimate for USN.

b. Land acquisition and remediation. The WCCA figures include both a private land
acquisition cost of $70 million and a remediation cost of $50 million. The $70 million acquisition
cost is undoubtedly more than the actual cost would be since it is merely the owners’ initial asking
price and it is substantially above the assessed value of the property. The remediation cost is also
greatly overstated, since experts consulted by C100 indicate that the problems on the CSX site are
typical of former industrial sites and can be dealt with for a small fraction of the cost and time put
forth by WCCA. More importantly, CSX has indicated in writing that the cost of remediation can
be subtracted from the cost of acquiring the land, which accords with their legal responsibility for
the entire cost of removing or containing hazardous materials on their land.

¢. Metro. WCCA includes $75 million for the full cost of a new Metro station in the
USN numbers while not even including the cost of the Metro improvements in the MVS numbers.
€100 does not believe that the convention center at USN needs a new Metro station when the
existing Metro station at Union Station is only 4 blocks away. If and when a new station is
needed to support total redevelopment of the areéa, it should be paid for with Federal or regional
funds just like the improvements at MVS.

d. Parking. WCCA includes $55 million for parking at USN and nothing at MVS. In fact,
both sites need additional parking, but it is not necessary to include such costs in the budget for
either site. At both sites, either private funds can acquire the land and build the needed parking or
WCCA can use the parking revenues to support a separate bond issue that could be floated for
this purpose.

e. Pre-Development Costs. The WCCA estimate includes $24 million to repeat all of the
costs incurred to date on MVS. This is clearly overstated, since a new EIS would not be needed,

14
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the same program plans can be used, no new fiscal impact study by Coopers and Lybrand would
be needed, etc. The C100 estimate includes $10 million more for pre-development costs at USN
than for MVS, which should be more than sufficient to cover the redesign and repermitting costs.

f. Cost Escalation. WCCA says that $30 million extra must be included for cost
escalation since the start of construction at USN would be delayed for at least a year. They are
correct that there will be escalation costs, but they are wrong that this requires a budget increase.
The additional taxes that will be collected by the Authority prior to the start of construction will
more than cover the cost escalation that will occur during this period, so no additional financing is
required for this purpose.

g. Contingency. WCCA includes $53 million for contingencies, which is only about 6% of
their estimated project costs. C100’s contingency allowance is $100 million, which is
approximately 20% of our estimated project costs. Clearly our estimate is more realistic.

Therefore, the cost of building the center at the larger USN site is indeed about $250 million less
than at MVS. Not only would this bring the project cost (as previously defined for MVS) below
the $650 million “ceiling”, but it would also make it possible to consider such additional steps as
() using the proceeds from new bonds to pay off the bonds on the old center which are now
being paid out of the general funds of the District, or (b) reducing the length of the new bonds’
from 34 years to about 20 years, thus possibly enabling the same dedicated taxes to be used to
pay for future expansion once the initial bonds are paid off.

MOREOVER, C100 BELIEVES THAT A CONVENTION CENTER AT USN COULD BE
COMPLETED AND OPERATING 6-12 MONTHS SOONER THAN AT MVS BECAUSE NO
HEAVY EXCAVATION WORK WOULD BE REQUIRED. This estimate is based on a
construction time that would be 18-24 months less than the four and one half years proposed for
MVS, and it allows a year for redesigning and repermitting the center to fit the new site.
WCCA'’s chairman suggested that this additional pre-development work could take five years, but
there is absolutely no reason why this should be so. With proper leadership, there is no reason
why WCCA could not be back in front of this Committee one year from today with plans and
budgets for USN which are at the same stage of development as the plans for MVS are now.
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COST ESTIMATES FOR UNION STATION NORTH
(DOLLARS IN MILLIONS)

Pre-Development & Mitigation
Private Land Acquisition
Desigr/A&E Services
Other Pre-Deveiopment
Sec. 106 Mitigation
Total Pre-Development & Mitigation

Construction
Allowance ftems in GMP
Other Building and Site Costs in GMP
Soil Remediation & Hazmat
Total Construction

Fumiture, Fixtures & Equipment Excluding
Food Service and Communications

Reserve For Contingencles (Authority)
Project Cost As Redefined

tems Omitted From 5/29/98 and 6/19/98 Budgets

Environmental Remediation

Metro Station

Parking

Utility Relocation

Food Service and Communication Equipment

Central Heating/Cooling Plant Formerly in GMP
Total tems Omitted

Project Cost as Previously Defined

City Land Donation
Financing Costs and Reserves
Bond Issuance Costs
Funded Reserves
Total Financing Costs & Reserves

Total Project Costs

16

Realistic
Mvs
Budget

5

29

45

13
92

35
466

5
506

798
61
12

126

985

WCCA
USN

Budget

70
50
53
0
173

35
346

30
411

22

659

50
75
12
197

856

10
126

993

Realistic
USN
Budget

48
39
48
0
135

35
310

3
348

22
100
605

-
WK O O WLW

nN

628
11
10
80

729
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Closing statement by John Forrer

I am here as a consultant to the Committee of 100, but in closing I would like to make some
personal remarks as a resident of the District of Columbia.

You have heard the answers to the five questions posed at the start.

-The Guaranteed Maximum Price for Mount Vernon Square is only partially guaranteed
and it is definitely not maximum.

-The budget for Mount Vernon Square is grossly understated. On basis comparable to
past budgets, it should now be $800 million, and full project costs are even higher.

-Expenditures are not limited to $650 million, and WCCA probably plans to spend at a
much higher rate.

-The proposed expansion plans don’t work.

-And Union Station North could save about $250 million.

It is time to be honest with ourselves about the Mount Vernon Square site. It is simply too small.
We need a larger site in order to build a first class new convention center. Union Station North
is such a site. The many advantages of Union Station North over Mount Vernon Square are
summarized on the last page of the package you have before you. Ihope you will give them
serious attention. It is critically important to the economic development of the District that we
build the best convention center possible in order that we can once again attract major
conventions and trade shows to the District.

A lot of effort by dedicated and able people has gone into the plans for Mount Vernon Square,
and the design they have produced is the best that could be done on that difficult site. But that is
not a reason to continue. It is hard to stop a train when it has picked up this much speed, but
trains do have brakes and they can be stopped in an emergency. This is an emergency! Let’s
stop the train before we build another inadequate convention center to which the wanted
conventions will once again stop coming after a few years because it is once again too small,
poorly laid out internaily, and possibly even a safety risk with its major exhibition space 50 feet
below ground where thousands of conventioneers could be trapped in case of a major fire or
bomb scare. :

I urge the City Council to reject PR 12-840 and instead instruct the WCCA and their team of
professionals to tum their full artention to designing a better center on the Union Station North
site. In a few months we will know whether there are any insurmountable unforeseen problems
at Union Station North. If there are, we can always come back to Mount Vernon Square. But if
there aren’t, and if everyone pulls together, we can be back in front of this Committee a year
from today requesting approval for a $650 million bond resolution that will honestly be
sufficient to build a truly first class convention center for the District of Columbia on the new
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COMPARISON OF MOUNT VERNON SQUARE AND UNION STATION NORTH

MVS USN
Program (in square feet):
Exhibition Space 730,000 730,000
Meeting/Ballroom Space 210,000 210,000
Size of Site (in acres) 17 27
Cost (in millions of dollars) ' Savings
Development 798 628 170
City Land 61 1 50
Financing © 126 90 36
Total Cost 985 729 256
Completion Date 2003 2002
Potential for Delay High Low
Room for Expansion No Yes
Room for Contiguous Parking No Yes
Column-Free Exhibition Space No Yes
Contiguous Exhibition Space No Yes
Safety Prablem (Below Grade Public Space) Yes No
Catalyst for Other Development No Yes
Impact on Residential Neighborhood Yes No
Distance to Metro Station Entrance On Site 4 Blocks
Room for Contiguous New Hotel(s) No Yes
Proximity to Existing Hotels Good Fair

Proximity to Tourist Attractions ' Good Good
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