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FEASIBILITY REPORT OVERVIEW

The Washington State Convention Center Public Facilities District (WSCC PFD) is planning an
approximate $1.7 billion expansion with an additional facility (the Addition) proposed for
construction beginning June 2018 in downtown Seattle. When completed, the nearly 1.5 million
square foot facility will add 434,000 square feet of event space — more than doubling the event
capacity of the existing WSCC convention facility situated one-half block away.

Washington state statute (RCW 36.100.025) requires that an independent feasibility study be
performed prior to the issuance of any net new indebtedness or development of a PFD owned
or operated facility. This feasibility study, prepared for the Washington State Department of
Commerce, addresses statutory requirements to “examine the potential costs to be incurred by
the public facility (facilities) district and the adequacy of revenues or expected revenues to
meet these costs.”

In November 2015 a Phase 1 independent feasibility study was completed to address land
acquisition and associated financing feasibility. This Phase 2 report covers build-out and
operating feasibility — including updates to the prior Phase 1 review. What follows are summary
observations from this independent feasibility report.

WSCC ADDITION OVERVIEW

The proposed WSCC Addition is to be located on an approximately 7.7-acre downtown Seattle
site bounded by 9™ and Boren Avenues, Pine and Howell Streets. When complete, the new
multi-level Addition building will include:

e 154,000 square foot exhibition hall — constructed as contiguous below-grade space
e 100,000 square foot flex hall

e 120,000 square feet of meeting rooms

e 60,000 square foot ballroom

e Another 1,047,000 square feet of support space — including 20,000 square feet of
ground floor retail and restaurants, added pre-function and lobby areas, structured
parking for 700-750 added vehicles and on-site loading together with off-site
marshalling yard for efficient freight access

Site acquisition has been completed, subject to a July 25, 2017 King County Purchase and Sales
Agreement (KC-PSA) planned for closing prior to start of construction. A portion of the site has
been operated as a bus entrance point for the Downtown Seattle Transit Tunnel (DSTT), the
operation of which will cease with full dedication of DSTT operations to light rail transit use. A
subsequent Temporary Joint Use Agreement (TJUA), dated February 20, 2018, provides further
clarity to ensure continuity of Metro bus operations on the site until the DSTT termination date.

E.D. Hovee & Company, LLC for the Washington State Department of Commerce:
Washington State Convention Center Expansion - Build-Out & Operating Feasibility ¢ Pagei



WSCC Existing & Proposed Addition Facilities

WSCC
Existing Facility

Proposed
Additional Facility

Source: WSCC web site: www.wscc.com/proposed-additional-facility. Photo credit — Steve Shelton Images.

Total site acquisition and related costs are estimated at $329.1 million. This is an increase of
$69.3 million from the $259.8 million cost estimate as of the 2015 Phase 1 feasibility report.
Increased cost is attributable to the site-related $S60 million portion of a $93 million public
benefits package plus other site-related costs determined after issuance of the Phase 1 report.

The site footprint for the below-grade portion of the WSCC Addition includes two blocks to the
north of Olive Way for which the above-grade area will not be needed. Development rights for
the above-grade space are planned to be sold for construction of a 29-story (approximately 400
unit) apartment tower and a 16-story (500,000 square foot) office building. Proceeds will be
used as one source of funding for the Addition construction cost.

WSCC also is beginning to plan for renovation of the now 30-year old existing WSCC facility with
project costs preliminarily estimated to be in the range of +/- $100 million. Funding for this
renovation has not yet been determined and will be considered in the future separately from
the Addition project as currently planned.

Construction of the WSCC Addition is anticipated to begin June 2018 followed by issuance of
Series 2018 bonds in July. Remaining bond financing is planned for 2020 and the expansion
facility is targeted for opening the third quarter of 2021.

INSTITUTIONAL ARRANGEMENTS

What is now the WSCC PFD was first established as a public non-profit corporation by the
Washington State Legislature in 1982, wholly owned by the State of Washington. Construction
of initial facilities was completed in 1988 and the center has been subsequently expanded
twice. In 2010, the Legislature authorized the transfer of the WSCC together with all facilities
and assets to a new independent public facilities district (PFD). The new district also was
responsible to transfer funds to refinance and defease all debt related to the WSCC.
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A variety of operational and non-operating revenue sources are available to PFDs in
Washington state. Revenue sources that have been used for capital purposes with the WSCC
are limited to what are termed as the Regular Lodging Tax comprising a 7.0% tax levied in
Seattle and 2.8% rate elsewhere in King County.

WSCC also receives a 2.0% Additional Lodging Tax in Seattle which is rebated to the State of
Washington to the extent that funds are not required by the PFD for bonded debt service. What
amounts to a credit backstop has never been used and this authorization expires in 2029.

The 2018 Legislature authorized and Washington’s governor has signed into law an Extended
Lodging Tax. This legislation extends the 7.0% City of Seattle and 2.8% King County lodging
taxes to previously exempt lodging establishments of less than 60 rooms. Full collections are
expected by state fiscal year 2020. While this source may serve as added credit enhancement, it
has not yet been fully factored into revenues available for debt coverage due to uncertainty of
revenues and inapplicability for determining debt capacity with Series 2018 bonds.

The principal guiding document governing WSCC financial commitments is Resolution 2010-12,
adopted by the WSCC board in November 2010. The resolution outlines an eight-step priority
ordering of payment (or flow of funds) from available lodging tax revenues — effectively
prioritizing payment of senior and then subordinate bonded indebtedness ahead of other
existing or potential uses of lodging tax revenues.

Currently proposed are two amendments to the resolution, to be made in conjunction with the
KC-PSA —including an amendment to more clearly prioritize payment of a subordinate King
County note. Depending on whether these amendments are approved, WSCC could be required
to conduct one or two additional stress tests before issuing additional bonded indebtedness
beyond what is currently anticipated for the Addition project. These stress tests, if required, do
not affect the 2018 debt financing and are not part of this independent feasibility review.

DEVELOPMENT COST & FINANCING

Development cost of the WSCC Addition is estimated at $1.732 billion with uses and sources of
funds summarized as follows.

Uses of Funds. Major components of development cost can be differentiated between $1.136
billion in construction cost (or 66% of project budget), $329 million (19%) in land and related
costs, and $267 million (15%) in other project costs:

e Of the construction budget, $930 million represents a maximum allowable construction
cost (MACC) fixed price contract with the Clark/Lewis as a joint venture contractor. Non-
MACC costs of $206 million cover other construction related items as for early
construction, change order contingency, co-development, transit-related construction,
transit facility related relocation, tenant allowances, permitting and sales tax.
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e Land and related costs include $243 million for site acquisition, $60 million as part of a
WSCC-funded public benefits package and $26 million for other site related costs.

e Other project costs include $92 million for architecture/engineering, $42 million for
project administration, $38 million in financing costs and debt reserves, over $3.6
million for leasing and market cost, and $51 million for varied miscellaneous costs.

Contingency (including construction change order contingency) is about 5% of project cost.

Sources of Funds. Sources can be distinguished between approximately $1.354 billion (or
78% of project cost) in debt financing with more than $377 million (22%) representing equity
contributions:

e Of the debt financing, 51.213 billion will occur as bonded indebtedness, currently
planned as $1.045 billion in Series 2018 senior and subordinate bonded debt, with the
remaining $168 million as Series 2020 senior and subordinate debt — and with bond
repayment extending to 2058. King County will carry a subordinate note in the amount
of $141 million for the remainder of debt financing — with payments extending to 2048.

e What can be considered as equity contributions includes $270 million of WSCC cash
payments (with $264 million projected to be paid prior to bond issuance), $38+ million
from sale of co-development rights, $23 million in King County reimbursements, $20+
million in project investment income, $20 million with release of a 2010 debt service
reserve, and S5 million from sale of surplus property after construction completion.

Adequacy of Funding for Debt Service. Capacity for debt repayment is determined
through an Additional Bonds Test (ABT). Critical to the ABT calculation is the estimate of lodging
tax revenues received in 12 consecutive months of the preceding 24 months leading up to bond
issuance. Regular Lodging Tax revenues received during the trailing 12-month period must be at
least 1.75 times the annual debt service for senior pledge bonds going forward.

Because two bond issues are planned —in 2018 and 2020 — the ABT calculations will be made
twice. There should be additional bond capacity at the time of the 2020 issue provided that
Regular Lodging Tax revenues increase in the two years after the initial bond placement. A
limited portion of Extended Lodging Tax revenue will also be fully available by 2020.

The ABT test for subordinate bonded debt when combined with senior debt is set at a lower
threshold by agreements involving WSCC, the State of Washington and King County at 1.25x
through 2029 and at 1.15x thereafter. The proposed bond financing has been structured to
maximize debt capacity for the WSCC Addition, though not including the Extended Lodging Tax.

As forecast by Public Financial Management (PFM) for WSCC, there clearly should be adequate
revenue capacity for the 2018 issue (since lodging tax revenues into early 2018 are now
known). Bonding capacity would also be adequate with the final senior and subordinate bond
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issue in September 2020 provided that lodging tax revenues increase at an average annual rate
of 5.0% through this period — a rate which is below recent lodging tax growth (since 2011).

With this base case analysis, lodging tax revenues should be adequate to cover not only
payment on bonded debt, but also to cover other existing and planned uses of Regular Lodging
Tax revenues — including payment of the King County subordinate note, WSCC reserve deposits,
entitlements and Washington State Department of Transportation (WSDOT) lease expense, and
lodging marketing transfer. However, the non-operating margin from all existing and proposed
uses of Regular Lodging Tax funds may be relatively narrow, at only 3-8% of total Regular
Lodging Tax resources — through about 2025 (and then again temporarily in 2030).

To better evaluate the reasonableness of the base case, this independent feasibility review
includes a stress test scenario. For purposes of comparison, the stress test assumes a
hypothetical re-play of the extreme conditions from the Great Recession of the last decade. As
worst-case timing, this replay would start as early as 2019 with lodging tax revenues dropping
by 20% the next two years of 2020-21 — as earlier occurred from 2008-10.

If conditions of the stress test scenario were to occur, WSCC could be placed in the position of:

a) Not being able to fully issue additional bonds in the amount of approximately $168
million in 2020; and

b) Not being able to fully fund non-bond obligations that represent lower priority uses of
lodging tax resources.

Series 2018 senior and subordinate bonded debt payments should be fully funded even through
a severe recession, but payments toward the King County subordinate note, WSCC reserve
deposits, entitlements/WSDOT lease, and marketing transfer likely could not all be fully paid
from Regular Lodging Tax resources alone — but lead to a cumulative shortfall for these other
non-bonded debt uses estimated at up to a $76 million deficit over five years.

OPERATING BUDGET

With this independent feasibility report, a separate but related review has been conducted of
operating revenues and expenses. Consistent with WSCC financials (recently re-stated), WSCC
operating revenues generally have exceeded expenses — with positive net operating income
experienced in all but one year since 2011. The WSCC board’s policy is for operating revenues
to fully cover expenses — without need for subsidy from non-operating sources of revenue.

While not as pivotal to the direct operating portion of this Phase 2 feasibility review, non-
operating revenues and expenses are of importance to current and future capacity for
additional debt and or other operating priorities of WSCC. The difference between total assets
and liabilities equals WSCC net position (or equity value), approximating $427 million as of
year-end 2017. WSCC’s net position includes over $108 million as unrestricted funds — a source

E.D. Hovee & Company, LLC for the Washington State Department of Commerce:
Washington State Convention Center Expansion — Build-Out & Operating Feasibility ¢ Page v



of capital available to support planned facility expansion or other priorities as consistent with
WSCC board direction.

Net position has increased by $216 million since 2011 — with $52 million (24%) of the gain in net
position occurring in the past year from 2016-17. Enhancement of WSCC’s net position is
attributable primarily to increases in Regular Lodging Tax as non-operating revenue received in
recent years.

On behalf of WSCC in 2015 and again in 2018, HVS Convention, Sports & Entertainment
Facilities Consulting (HVS) has prepared preliminary operating projections for a new Addition
facility. With this base case analysis as prepared for WSCC, HVS projects operating deficits for
the year of opening and the following year — totaling a combined two-year deficit of $3.1
million. The expanded facility is then projected to return to operating profitability — with $1.6
million of net income as of stabilized (2024) utilization.

With this feasibility review, E. D. Hovee has identified and evaluated two stress test scenarios
based on a review of five comparable facility expansions in the western U.S. — WSCC's first
expansion together with similar facility expansions in Spokane, Portland, Denver, and (possibly)
San Francisco. This experience indicates that reduced profitability (or an increased operating
deficit) is often an outcome with facility expansion — over some or all of the next three years to
stabilized operations. San Francisco’s Moscone Center expansion has been accompanied by a
shift to operating subsidy — with greater priority placed on event capture and facility utilization.

The two operating stress test scenarios evaluated are termed as:

e High Performance — reflects the experience of four comparables excluding San Francisco
coupled with WSCC operating experience from 2011-16 with revenue increases
outpacing expenses. With this scenario, WSCC would experience operating deficits over
about six years starting the year before opening with a cumulative $9.6 million deficit
realized before returning to operating profitability by about 2027.

e Low Performance — based on the experience of all five comparables including San
Francisco coupled with WSCC operating experience over the longer 2001-16 time frame
where expenses increased more rapidly than revenues. With this worst-case situation,
operating deficits would be experienced immediately but unevenly through about 2024,
then with deficits ever widening if expense growth continues to exceed revenue growth.
The annual operating deficit could reach $4.4 million by 2030 — with a much larger
cumulative deficit approaching as much as $34 million over the full 2021-30 time period.

WSCC’s board has adopted a policy that calls for operating adjustments, as needed, to assure
that operating expenses are covered by operating revenues. Assuming that favorable business
conditions continue and that the current WSCC policy is maintained, a moderate to high
performance outcome should be more likely than the alternative of a low performance
outcome as experienced by some West Coast comparables.
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RISK FACTORS & MITIGATION

Based on the foregoing review, this report identifies and evaluates risk factors that could affect
WSCC build-out and operating feasibility. Risks addressed and options for mitigation relate to:

e Capital cost risks — as the potential for construction delay/cost overruns and uncertainty
regarding non-debt related funding during construction

¢ Financing & debt repayment risks — related to adequacy of projected lodging revenues
and capital market requirements

e Operating budget risks — including the possibility of a short-term operating loss,
unbalanced revenue mix, and potential transition from operating surplus to deficit

e Institutional risks — related to KC-PSA closing and capacity to fulfill priority WSCC
obligations

Regular Lodging Tax revenues from the City of Seattle and King County yield a payment source
well suited to repay bonded indebtedness plus lower priority subordinate debt and non-debt
WSCC obligations. Long-term, continued regional economic and visitor growth can be expected
to result in lodging tax revenue gains that far exceed the amounts required to pay for bonded
indebtedness and related non-operating uses through to scheduled bond retirement in 2058.

If there is a financial risk, it likely emerges at the time of the remaining WSCC Addition bond
financing planned for 2020. While adverse conditions are currently not expected near term,
WSCC could be vulnerable to a potential economic downturn in the 2019-25 time frame — due
to narrow non-operating margins estimated at 3-8% of total lodging tax resources.

Even with what might be perceived as unlikely but clearly adverse scenarios, there are multiple
options to consider as possible mitigation measures. These include use of available WSCC
reserves, extended use of Additional Lodging Tax backstop resources (up to 2029), application
of the now approved Lodging Tax Extension from smaller lodging establishments, interim
financing with delay of Series 2020 financing, and/or deferral of non-priority obligations.

From an operating perspective, maintenance of the current policy to fully support operating
expenses from direct facility revenues best avoids competition for tax revenue sources now
allocated to non-operating uses. If incurred, short term operating losses occurring with Addition
start-up to stabilized utilization appear manageable with existing and planned reserves. If
necessary, longer term deficits might be offset, at least in part, as Regular Lodging Tax revenues
increase to levels well ahead of WSCC debt and other non-operating obligations by the 2030s.

While no mitigation option would be without consequences, project risks could be addressed
by policy choices of the WSCC board in cooperation with funding and resource partners when
and if needed. An alternate path forward would be to further clarify the priority flow of funds in
advance of what may be viewed as unlikely yet possible future debt-related and/or operating
funding shortfalls.
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REPORT ACRONYMS

The following is a list of acronyms used on multiple occasions throughout this report:

AAGR
ABT
BABs
BAN
CcC
CFR
CPC
CPS
CSL
DOR
DSCR
DSTT
F&B
FAR
FFE

FY
GC/CM
GDP
HVS
IRMA
KC-PSA
MACC
MMD
MUP
NOI
OCC
OocCIP
PFD
PFM
PwC
SCC
SEC
TJUA
TPSS
VCC
VCCEP
WSCC
WSDOT

Average Annual Growth Rate

Additional Bonds Test

Build America Bonds

Bond Anticipation Note

Colorado Convention Center

Code of Federal Regulations

Community Package Coalition

Convention Place Station

Convention and Sports Leisure

Department of Revenue

Debt Service Coverage Ratio

Downtown Seattle Transit Tunnel

Food and Beverage

Floor Area Ratio
Furniture/Fixtures/Equipment

Fiscal Year

General Contractor/Construction Manager
Gross Domestic Product

HVS Convention, Sports & Entertainment Facilities Consulting
Independently Registered Municipal Advisor
King County Purchase and Sales Agreement
Maximum Allowable Construction Cost
Municipal Market Data

Master Use Permit

Net Operating Income

Oregon Convention Center

Owner Controlled Insurance Program
Public Facilities District

Public Financial Management

Price Waterhouse Coopers

Spokane Convention Center

Securities and Exchange Commission
Temporary Joint Use Agreement

Transit Power Substation

Vancouver Convention Centre

Vancouver Convention Centre Expansion Project
Washington State Convention Center
Washington Department of Transportation
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. INTRODUCTION

The Washington State Convention Center Public Facilities District (WSCC PFD) is planning an
approximate $1.7 billion expansion to accommodate a new Additional Facility on a 7.7-acre
footprint proximate to the existing WSCC. On behalf of the Washington State Department of
Commerce (Commerce) and in cooperation with the WSCC PFD, the economic and
development consulting firm E. D. Hovee & Company, LLC (E. D. Hovee) has conducted a two-
phase independent feasibility review pursuant to RCW 36.100.025.

PURPOSE OF FEASIBILITY REVIEW

The purpose of the feasibility review is to examine the potential costs and the adequacy of
revenues or expected revenues to meet costs incurred by the WSCC PFD associated with:

e Phase 1 acquisition of multiple land parcels adjacent to the current WSCC campus upon
which to develop expanded facilities coupled with debt issuance for partial funding of
required site assembly

e Phase 2 construction and development including operating plans for the expanded
facility together with debt issuance to fund project build-out of the proposed Additional
Facility (or Addition)

This report addresses Phase 2 objectives related to build-out and operating financing feasibility.
A separate report was previously prepared in November 2015 covering Phase 1 land acquisition
and financing feasibility — albeit with subsequent updates noted in this report. As directed by
state statute, the preparer of this report is to exercise independent professional judgment in
conducting these financial feasibility reviews.

STATE OF WASHINGTON ROLE & STATUTORY AUTHORITY
As enacted by the 2012 Washington State Legislature, RCW 36.100.025 requires that:

(1) An independent financial feasibility review under this section is required to be
performed prior to any of the following events:

(a) The formation of a public facilities district under this chapter;
(b) The issuance of any indebtedness, excluding the issuance of obligations to refund
or replace such indebtedness, by a public facilities district under this chapter; or

(c) The long-term lease, purchase, or development of a facility under this chapter.

(2) The independent financial feasibility review required by this section must be
conducted by the department of commerce through the municipal research and services
center under RCW 43.110.030 or under a contract with another entity under the
authority of RCW 43.110.080. The review must examine the potential costs to be
incurred by the public facility [facilities] district and the adequacy of revenues or
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expected revenues to meet those costs. The cost of the independent financial feasibility
review must be borne by the public facility [facilities] district or the local government
proposing to form a public facility [facilities] district.

(3) The independent financial feasibility review, upon completion, must be a public
document and must be submitted to the governor, the state treasurer, the state
auditor, the public facility [facilities] district and participating local political subdivisions,
and appropriate committees of the legislature.

This Phase 2 review is prepared pursuant to sections (1) (b-c) of the above noted statute.

WSCC BACKGROUND

In 1982, by action of the Washington State Legislature, the Washington State Convention
Center (WSCC) was established as a public non-profit corporation, wholly owned by the State of
Washington. Construction of the initial WSCC facility was begun in 1985 with the first scheduled
event occurring in 1988.

WSCC Facility Expansions

Since the initial opening in 1988, the WSCC facility has been expanded three times to date —in
1992, 2001 and 2010. The most significant expansions have involved:

e Approximate doubling of exhibit space plus added lobby area in 2001

e Opening of a conference center with added meeting room capacity in 2010

As planned, this next phase of WSCC expansion is expected to again more than double the
current complement of usable exhibit, meeting and banquet space as a companion building to
complement the existing convention facility. Construction is currently planned to begin in June
2018 with the completed Addition opening in 2021.

PFD Avuthority

In 2010, the Legislature authorized the transfer of the WSCC non-profit — including all WSCC
facilities and assets — to an independent public facilities district (PFD). As is further detailed by
this report’s Section Il discussion of Institutional Arrangements, PFDs have taxing authority
including allocation of lodging tax, admissions and parking tax. There is also provision for
consideration of property tax and added sales and use tax authority, subject to voter approval.
In the event of any new debt financing, the primary source of WSCC principal and interest
repayment is expected to come from special excise lodging tax revenues not yet allocated for
repayment of bonded indebtedness previously incurred.

As with the initial development of the WSCC, the current WSCC PFD has authority to acquire
land including financing of same for new or expanded convention center facilities. The WSCC
PFD similarly has authority subject to funding availability to construct, equip, operate and
maintain both existing and planned additional convention facilities.
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APPROACH TO FEASIBILITY REVIEW

This report has been prepared for Commerce by the independent economic and development
consulting firm E. D. Hovee & Company, LLC (E. D. Hovee or EDH).? A brief profile of the firm, as
report preparer, is provided by Appendix A to this report.

Scope of Work

The WSCC PFD is proceeding to issue a subordinate note as a partial source of payment for
completing site acquisition — the subject of a Phase 1 evaluation completed in 2015. WSCC is
also planning to issue additional bonded debt as a substantial source of funding for Phase 2
construction of the WSCC Additional Facility.

Initial work on this Phase 2 independent review commenced in late 2015. Subsequent work
progress was extended by agreement of WSCC and Commerce with resulting refinements to
the scope of work. Work steps over the duration of this independent feasibility review have
included:

e Review of background documents as provided by WSCC and Commerce — as with
revisions to development cost and funding affecting both Phase 1 site acquisition and
Phase 2 construction

e Review of the existing statutory and interagency agreements — related to capital and
operating funding between the WSCC PFD and funding partners

e Review of project cost and financing — with primary focus on capacity to repay debt
consistent with anticipated tax revenues under base case and stress test conditions

e Review of operating budget projections including evaluation of western state
comparable facilities — with resulting base case and stress test scenarios considered

e |dentification of potential project risks — together with associated options for mitigation

As noted, site acquisition and related costs have changed as a result of negotiations since
completion of the November 2015 Phase 1 report. These changes and their implications are
covered by this current Phase 2 report document.

Documents Reviewed

Documents reviewed are listed by Appendix B and also by End Notes to this report. Included are
documents provided by Commerce together with information from WSCC and other sources as
readily available, including pertinent email correspondence with WSCC and its designees.?

Limited independent research has been conducted for this assignment, outside of materials
provided via Commerce, information already available to E. D. Hovee, and any added
information provided by WSCC and associated designees including a review of potentially
comparable facilities. The assistance of Commerce and WSCC with provision of background
information, follow-up to questions and draft report review, is gratefully acknowledged.
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SEC COMPLIANCE

Based on requirements of the U.S. Securities and Exchange Commission effective in late 2014,
there is additional documentation that is required with respect to SEC’s Final Rule regarding
Registration of Municipal Advisors (17 CFR Parts 200, 240 and 249). For purposes of this
feasibility review, compliance is documented pursuant to the exemption provisions of
§240.15Bal-1(d)(3)(vi) stipulating that:

e The preparer of this report has obtained a written representation that the WSCC PFD is
represented by, and will rely on the advice of, an independent registered municipal
advisor (IRMA). This documentation is provided by Appendix C to this report.

e Disclosures are made within the draft and final reports transmitted to Commerce as
required by Paragraph B to the above referenced Code of Federal Regulations (CFR)
section. Consistent with this requirement, the preparer E. D. Hovee & Company, LLC is
disclosing to Commerce and the WSCC PFD that E. D. Hovee is not a municipal advisor
and is not subject to the fiduciary duty set forth in section 15B (c)(1) of the Act [15
U.S.C. 780-4(c)(1)] with respect to the municipal financial product or issuance of
municipal securities. With the final report, E. D. Hovee is also providing a copy of the
report and this disclosure to the independent registered municipal advisor.

Due to the representation from the obligated entity (per Appendix C), E. D. Hovee is
clearly stating that it is not a municipal advisor with respect to the municipal financial
product or issuance of municipal securities. This disclosure is made to allow the WSCC
PFD and Commerce to assess material incentives and/or conflicts of interest that this
preparer may have in connection with municipal advisory activities.

REPORT ORGANIZATION

This WSCC build-out and operating feasibility report is organized to cover the following topics:

e WSCC addition overview

e |Institutional arrangements

e Development cost and financing
e Operating budget

e Risk factors and mitigation

e Summary observations

Much of the information with this introductory section and subsequent review of WSCC build-
out plans parallels documentation provided with the earlier Phase 1 report. Also included with
this Phase 2 report are seven appendices — covering a profile of E. D. Hovee as project preparer,
listing of documents reviewed, IRMA/SEC compliance, comparable facilities review,
supplemental WSCC data, state Department of Revenue methodology, and financial schedules.
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IIl. WSCC ADDITION OVERVIEW

This build-out and operating feasibility report begins with an overview of the WSCC expansion
plan and associated site requirements. Topics covered by this overview discussion are existing
and planned downtown Seattle WSCC sites, summary of the WSCC Additional Facility plan, site
acquisition, co-development opportunities, existing WSCC renovation, and project timeline.

EXISTING & PLANNED WSCC SITES
As depicted by the aerial photo: WSCC Existing & Addition Facility Sites

e The existing WSCC facility is
located on a site extending
from 7t Avenue to 9t
Avenue and the I-5 freeway,
and from mid-block between
Pine and Pike streets to
approximately Union Street.

e The WSCC proposed
additional facility is planned
to be located just to the north
on a site bounded by 9t and
Boren Avenues, Pine to
Howell Streets.

The properties are nearly but not
quite contiguous. The site for the
additional facility is about %
block from the outer perimeter
of the existing WSCC property.

The major pedestrian connection
between the two facilities is
expected to occur via 9™ Avenue.
Due to site configuration and
proximity, there will be the opportunity to market the new facility both as a companion facility
to the existing WSCC — with capacity to serve more groups — and as a single combined facility
to serve larger conventions and trade shows than is currently possible.

Sources: King County GIS, LMN Architects, Esri

WSCC ADDITIONAL FACILITY PLAN

The WSCC Addition is proposed to comprise approximately 1.481 million square feet of gross
floor area that involves more than a doubling of existing exhibit, meeting and banquet space
together with associated common areas, freight loading bays and on-site structured parking.
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Of the 1.481 million square
feet of added building area,
close to 30% (434,000 square
feet) comprises event space.

WSCC Addition Development Program

Building Total Area
Level(s) |Space Use (Sq Ft)

Event Space
A 154,000 square foot B2

Exhibition Hall 154,000

exhibition hall is being 57  Flex Hall 100,000
located below grade to L8-9  Meeting Rooms 120,000
achieve what will bea 110  Ballroom 60,000
compe_tltlvely sized footprint Subtotal Event Space W
for major events. A separate
flex hall together with Other Spaces
meeting rooms and a new L2 Retail 20,000
60,000 square foot ballroom L2-4  Parking 227,000
will be situated on Levels 5-10 All Lobbies, Concourses & Registration 232,000
of the WSCC Addition. All Circulation 154,000

» Storage 40,000
Other uses include 20,000 § Back of House/Front of House Support 178,000
square feet of street-level S Exterior 33,000
retail, lobbies and related ? Mechanical, Electrical, Plumbing 110,000
facilities which can also S Unconditioned Areas 53,000
provide pre-function and Subtotal Other Spaces W
spillover capacity, additional
structured parking, and Total Building Area 1,481,000

common area for support to
major public event spaces.

Sources: Pine Street Group (PSG) and LMN Architects.
Development program is subject to further refinement.

Comparison of WSCC Existing & Proposed Additional Facilities

Existing Facility (As Expanded 2010)

The current WSCC includes 1.5 acres of landscaped
plaza connecting to 5 acres of city park with
central gallery open to public; core facilities are:

e 205,700 sq ft of heavy-load exhibit space
e 57,000 sq ft of meeting rooms
e 45,000 sq ft of ballroom space

e 70,000 sq ft added multi-use space with the
adjoining Conference Center

e 414,000 sq ft total rentable space including
pre-function areas

o Three loading dock areas with 23 covered bays
e 1,600 spaces in two parking garages

e Built partly over the I-5 freeway with skybridge
to adjoining Conference Center

Additional Facility (2021 Completion)
The proposed additional facility would comprise
nearly 1.5 million square feet (sq ft of gross floor
area including an estimated:

e 254,000 sq ft of new exhibition/flex space

e 120,000 sq ft of meeting rooms

e A 60,000 sq ft ballroom

e Added pre-function, lobby & common areas

e On-site foot loading area together with off-site
marshalling yard for efficient freight access

e Structured parking for 700-750 added vehicles
e Street-level retail & restaurants

e Development encompassing four contiguous
blocks (including development below grade
connecting each block)
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Building
Concept

As conceived by
WSCC and the design
team, the Addition
building will be
stacked in multiple
levels of modular,
multi-function spaces
accommodating a
wide range of uses
and event types. As
stated by the project
web site:*

The design of the
WSCC Addition
prioritizes efficiency,
connections with
the surrounding
neighborhoods,
open and engaging
public spaces, and a
unique experience
that embodies
Seattle’s special
qualities. The
Addition will
support all the
functional needs of
a state-of-the-art
convention space
while integrating
mixed-use
developments to
enrich the urban
diversity of the site.
The Addition will
also be a leader in
sustainability, and
will seek LEED Silver
certification.

WSCC Addition Floor Plans (by Level)

Ballroom Level

Approx 60,000 sq ft ballroom
Added pre-function lobby areas
Meeting rooms

Access to daylight & views

Meeting Room Level
Approx 50,000 sq ft meeting rooms
Added pre-function/lobby areas

Flexibility, access to daylight &
views

Meeting Room Level

Approx 60,000 sq ft meeting rooms
Added pre-function lobby areas
Flex space

Flexibility, access to daylight &
views

Flex Hall/Retail

Approx 100,000 sq ft contiguous
