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SUBJECT

An Ordinance related to the Washington State Convention Center, creating a public
facilities district, appointing a board of directors, reporting requirements and creating a
new chapter in King County Code.

SUMMARY

Proposed Ordinance 2010-0366 (pp. 7-11 of these materials) would:

1. Create a public facilities district (PFD) to acquire, own, and operate the
Washington State Convention Center (“the Center”) in Seattle;

2. Appoint the members of the Center’s current* board of directors as the initial
PFD board of directors; and

3. Require monthly progress reports from the PFD to the Council and the
Executive until the transfer of the Center’s assets to the PFD is complete.

BACKGROUND

Washington State Convention Center

The Washington State Convention Center in Seattle is a public nonprofit corporation,
created by the State Legislature in 1982 and governed by a nine-member board of
directors appointed by the Governor.

! l.e., current as of the date of transfer of the Center’s assets to the PFD. RCW 36.100.020(1)(d) (as amended by
Chapter 15, Laws of 2010) (p. 18 of these materials).
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Initial construction of the Center was completed in 1988 and was financed through
state-issued general obligation bonds, which are projected to be retired by Fiscal Year
2020. An expansion of the Center was completed in 2001 and was financed through
certificates of participation, which are projected to be paid off by Fiscal Year 2029.2

The Center has three sources of revenue:

1. Operation of the Center;
2. Hotel/motel excise tax:
a. In Seattle: 7% of lodging charges by hotels and motels with at least 60
rooms;
b. In King County outside Seattle: 2.8% of lodging charges by hotels and
motels with at least 60 rooms;
3. City of Seattle excise tax: in Seattle only, 2% of lodging charges by hotels and
motels with at least 60 rooms.?

The Center’s tax revenue is dedicated almost entirely to the costs of building and
expanding the Center, with a small portion allocated to marketing.

The Center’'s Cash Flow Summary for the Fiscal Years 2005-2009 (p. 37 of these
materials) shows, among other things, that the Center has consistently been producing
a operating profit—one of a limited number of convention centers that can make that
claim, according to the Center's President, John Christison.*

Operating | Operating | Operating
Fiscal Year | Revenue® Costs Profit
(millions) (millions) (millions)
2005 $18.77 $18.09 $0.67
2006 $24.23 $19.85 $4.39
2007 $25.67 $20.99 $4.67
2008 $24.99 $23.19 $1.80
2009 $25.56 $23.18 $2.38

In addition to its own operating profit, the Center estimates and projects the following
amounts of “King County tax receipts resulting from Convention Center development
and operations” (p. 70 of these materials):

e 1989-2009: $57.1 million;
e 2010-2014: $19.5 million;

2 Final Bill Report on Substitute Senate Bill 6889 (pp. 33-35 of these materials).

® Because it is credited against the state retail sales tax, this tax does not increase the cost to guests.
* See Seattle Business Magazine article at pp. 39-43 of these materials.

® Includes one percent hotel/motel tax for marketing (p. 37 of these materials).
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e 2015-2020: $26.3 million.
Issues Between the Center and the State Legislature

In recent years there have been disagreements between the Center and the State
Legislature about whether the Center’s facilities should be further expanded and
whether it was appropriate for the Legislature to divert part of the Center’s revenue
stream in 2008 and 2009 to help balance the state’s budget.

The Center and its supporters advocate the expansion, partly on competitive grounds
(to attract larger groups) and partly to even out the Center’s revenue stream by allowing
conventions to overlap.® Following the 2001 expansion, the Center rose from being the
51st largest convention center in North America to being the 28th largest. Since then,
however, it has fallen to 68th. The Center and its supporters would like to spend $600 to
$700 million to double the Center’s size.

The Center intends to finance the expansion entirely from the hotel/motel tax, rather
than from the state’s general fund, but the Center needs the Legislature’s approval to
make the investment, and there has been concern in the Legislature about making such
an investment when the state is facing a large budget deficit. Instead of approving the
Center’s expansion, the Legislature diverted $65 million in Fiscal Year 2008 and $22
million in Fiscal Year 2009 from the Center’s revenue stream to help balance the state
budget. This diversion of funds has led to a pending lawsuit against the state by
Tourism Alliance and others parties.

State Enabling Legislation
1. Transfer of Center to Newly-Created PFD

In the most recent legislative session, the State Legislature amended the state code
provisions governing public facilities districts, RCW Chapter 36.100, to allow transfer of
the ownership, operation, and financing of the Center to a PFD that could be formed by
King County, should the county so desire.” The new PFD could then decide,
independently of the Legislature, whether to invest in expansion of the Center.

2. PFD Board of Directors

The new PFD would be governed by a nine-member board of directors. The initial board
would be those currently serving as the Center’s nine-member board of directors.? The
Governor would designate four of those directors to serve two-year terms as directors of
the newly-formed PFD; the other five would serve four year terms. Eventually, as the

® See the Seattle Business Magazine article at pp. 39-43 of these materials for a detailed discussion of the issues.
" Chapter 15, Laws of 2010 (pp. 13-32 of these materials). As provided in RCW Chapter 36.100, PFDs are
municipal corporations and independent taxing districts. They may be created by the county legislative authority,
and their boundaries are coextensive with those of the county. PFDs are authorized to acquire, build, own, and
operate convention facilities, among other kinds of facilities.

® Brief profiles of the Center’s current board are included at pp. 87-89 of these materials.
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original directors finished their terms of office, they would be replaced by a new board of
directors.

Three members of the new board would be appointed by the Governor, three by King
County (appointed by the Executive, subject to confirmation by the Council), and three
by the City of Seattle (appointed by the Mayor, subject to confirmation by the City
Council). The legislation requires that one of the Governor’s appointees and one of the
county appointees be representative of the lodging industry and that one of the city’s
appointees be representative of organized labor.® The Governor is to designate the
board positions to which successors to the initial directors are to be appointed by the
county and the city.

Any of the three directors appointed by the County Executive and confirmed by the
Council could be removed from office “for any reason or for no reason” “by action of at
least two-thirds of the members” of the County Council.*® The City of Seattle could
remove any of its appointed directors in a similar manner, and the Governor could
remove any of her appointed directors.

3. Transfer of Taxing Authority to New PFD

The state legislation provides for the state’s and city’s existing hotel/motel tax authority
to be transferred to the PFD. There would be no new taxes and no increase in the
rates of existing taxes. However, the PFD would be permitted to continue to impose
the two percent excise tax within the City of Seattle only for the purpose of paying (or
securing payment of) obligations incurred by the PFD to take care of the state’s debt
related to the Center.

4. Timing of, and Prerequisites for, Transfer of Center to PFD

The state legislation imposes a deadline of 30 June 2011 for transfer of the Center to
the PFD. By that date, provision must have been made for the following, among other
requirements listed in section 8 of the legislation (pp. 25-26 of these materials):

o Transfer to the PFD by the Center of all of its lands, facilities, and other
property interests and contract rights;

e Satisfaction of all outstanding Center-related financing obligations of the state
and the public nonprofit corporation that operates the Center;

e Imposition by the PFD of the hotel/motel taxes currently being imposed by the
state and the City of Seattle; and

e Execution of an agreement settling the pending lawsuit by Tourism Alliance
and others against the state.

° This requirement would not apply to the initial board of directors.
19See p. 19 of these materials.
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PROPOSED ORDINANCE 2010-0366
Proposed Ordinance 2010-0366 (pp. 7-11 of these materials) would:
1. Create a PFD to acquire, own, and operate the Center;

2. Appoint the members of the Center’s board of directors as the initial PFD board
of directors; and

3. Require monthly progress reports from the PFD to the Council and the Executive
until the transfer of the Center’s assets to the PFD is complete.

FISCAL IMPACT

Since King County’s role would be limited to creation of the PFD and eventual
appointment of three members of its nine-member board of directors, adoption of
Proposed Ordinance 2010-0366 would have no direct fiscal impact on the county.

The county could choose to expand its role in the future—for example, if the PFD asked
the county to use its power of condemnation to acquire property for expansion of the
Center or if the PFD asked the county to guarantee repayment of bonds issued by the
PFD in order to help the PFD secure a lower interest rate—but either of those options
would require further action by the Council. They would not be authorized by Proposed
Ordinance 2010-0366.

LEGAL REVIEW

Proposed Ordinance 2010-0366 has been reviewed by the Office of the Prosecuting
Attorney, Civil Division.

INVITEES

Frank Finneran, Chair, WSCC Board of Directors

John Christison, President, WSCC

Gerry Johnson, Special Counsel to WSCC

Becky Bogard, on behalf of the Seattle Convention and Visitors Bureau
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KING COUNTY 1200 King County Courthouse

E ] 516 Third Avenue
P . Seattle, WA 98104
Signature Report
King County
July 1, 2010
Ordinance
Proposed No. 2010-0366.1 Sponsors Drago, von Reichbauer, Phillips,

Ferguson and Hague

AN ORDINANCE related to the Washington State

Convention Center; creating a public facilities district to

acquire, own and operate a convention and trade center

transferred from the public nonprofit corporation that owns

the Washington State Convention Center, as authorized by

chapter 36.100 RCW; appointing the board of directors;

requiring reports concerning the district's efforts regarding

transfer of the Washington State Convention Center

property to the public facilities district; and creating a new

chapter in K.C.C. Title 2.
PREAMBLE:
In 1982, with the support of the Washington State legislature, a nonprofit
corporation was established to design, construct, promote and operate the
Washington State Convention Center. Since its first event on June 18,
1988, the Washington State Convention Center has operated for twenty-
two years to provide economic and civic benefits to the people of the state
of Washington. In 2010, the state Legislature enacted Substitute Senate
Bill 6889, which authorized King County to create a public facilities

district to acquire, own and operate a trade and convention center

1
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transferred from a public nonprofit corporation. In addition, the bill
established requirements for the transfer of the property of the nonprofit
organization Washington State Convention Center to a newly created
public facilities district. One requirement is that any transfer of property
must occur by June 30, 2011; another is that existing state debt issued for
Convention Center purposes be refinanced and defeased with the debt of
the new public facilities district.

By creating the public facilities district now, the newly created district will
be able to begin the process of complying with the requirements
established by the Washington state Legislature for the transfer of the
Washington State Convention Center property to the public facilities
district prior to June 30, 2011.

The Washington State Convention Center has targeted November 2010 for
the refinancing of its debt and the transfer of the facility to the new public
facilities district.

Creating the public facilities district and the subsequent transfer of the
Washington State Convention Center property to the newly formed district
will result in continued and potentially greater economic and civic benefits
to the citizens of King County.

BE IT ORDAINED BY THE COUNCIL OF KING COUNTY:

SECTION 1. Sections 2 through 4 of this ordinance should constitute a new

chapter in K.C.C. Title 2.
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NEW SECTION. SECTION 2. A public facilities district, formally called the

Washington State Convention Center public facilities district, with the powers set forth in
chapter 36.100 RCW and other applicable law, is hereby created within King County,
coextensive with the boundaries of King County, to acquire, own and operate a
convention and trade center transferred from a public nonprofit corporation. After the
transfer has occurred, the public facilities district may do business as the Washington
State Convention Center.

NEW SECTION. SECTION 3. The district's initial board of directors shall

consist of the nine members of the board of directors who serve as of the effective date of
this ordinance on the board of the Washington State Convention Center public nonprofit
corporation. Following the expiration of the terms of the initial board of directors, three
members must be nominated by the county executive subject to confirmation by the
county legislative authority; three members must be nominated by the mayor of the city
of Seattle subject to confirmation by the city legislative authority; and three members
must be appointed by the Washington state governor. Initial board members will serve
two-year terms or four-year terms, as designated by the Washington governor who also
shall identify the board positions to which successors to initial directors are to be
appointed by the city of Seattle and to which successors to the initial directors are to be
appointed by the county. One of the governor's appointments and one of the county's
appointments must be representative of the lodging industry in the public facilities district
and one of the city's appointments must be representative of organized labor, except that

these requirements do not apply to the initial board of the district.
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NEW SECTION. SECTION 4. The district shall provide the county executive

and county council monthly reports on the district's efforts to facilitate the transfer of the
Washington State Convention Center property to the district beginning August 1, 2010.
A final report shall be submitted indicating whether or not the transfer has occurred by

the transfer date in chapter 36.100 RCW. An electronic copy and paper copy of each

4
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Ordinance

69  report shall be filed with the clerk of the council, who shall forward electronic copies to
70  the executive and each councilmember.

71

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

Robert W. Ferguson, Chair
ATTEST:

Anne Noris, Clerk of the Council

APPROVED this day of ,

Dow Constantine, County Executive

Attachments: None
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CERTI FI CATI ON OF ENROLLMENT

SUBSTI TUTE SENATE BI LL 6889

Chapter 15, Laws of 2010

61st Legislature

2010 1st Speci al

Sessi on

WASHI NGTON STATE CONVENTI ON AND TRADE CENTER- - GOVERNANCE AND
FI NANCI NG

EFFECTI VE DATE: 07/13/10 - Except sections 14 and 15, which are
contingent on section 8 transfer date.

Passed by the Senate April 1, 2010
YEAS 39 NAYS 2

BRAD OVEN

Presi dent of the Senate

Passed by the House March 22, 2010
YEAS 91 NAYS 6

FRANK CHOPP

Speaker of the House of Representatives

Approved April 9, 2010, 2:38 p.m

CHRI STI NE GREGO RE

Governor of the State of Washi ngton

CERTI FI CATE

I, Thomas Hoenann, Secretary of
the Senate  of the State of
Washi ngt on, do hereby certify that
the attached is SUBSTI TUTE SENATE
BILL 6889 as passed by the Senate
and the House of Representatives
on the dates hereon set forth.

THOVAS HOEVANN

Secretary

FI LED
April 9, 2010

Secretary of State
State of Washi ngton
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SUBSTI TUTE SENATE BI LL 6889

AS AMENDED BY THE HOUSE
Passed Legislature - 2010 1st Special Session
State of WAshi ngton 61st Legislature 2010 1st Speci al Session

By Senate Ways & Means (originally sponsored by Senators MDernott,
Kohl -Welles, Kline, Mirray, Prentice, Keiser, MAuliffe, Kauffmn,
and Hewi tt)

READ FI RST TI ME 03/ 20/ 10.

AN ACT Relating to the governance and financing of the Washi ngton
state convention and trade center; anendi ng RCW 36. 100. 010, 36.100. 020,
36. 100. 030, 36.100.040, 36.100.060, 36.100.100, and 39.94.020; adding
new sections to chapter 36.100 RCW creating new sections; repealing
RCW 67. 40. 010, 67.40.025, 67.40.027, 67.40.030, 67.40.040, 67.40.045,
67.40. 050, 67.40.055, 67.40.060, 67.40.070, 67.40.080, 67.40.090,
67.40.100, 67.40.105, 67.40.107, 67.40.110, 67.40.120, 67.40.130,
67.40.140, 67.40.150, 67.40.160, 67.40.170, 67.40.180, 67.40.190,
67.40. 900, and 67.40.020; and providing contingent effective dates.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that conventions
and trade shows provide both direct and indirect civic and econonc
benefits. It is the intent of the legislature to provide for the
transfer of the governance and financing of the state convention and
trade center to a public facilities district formed by a county with a
popul ation of one mllion five hundred thousand or nore to acquire,
own, and operate the convention and trade center. The |legislature also
intends to replace, in connection with such transfer, the authority
under chapter 67.40 RCWof the state and city to i npose exci se taxes on
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the sale of or charge made for the furnishing of lodging to fund the
state convention and trade center wth authority for the public
facilities district to inpose lodging taxes at these rates, wthout
affecting the existing authority of the state, county, cities, and
ot her rmuni ci pal corporations to inpose taxes on the sale or charge nmade
for the furnishing of |odging under existing caps on the aggregate rate
t hat may be char ged.

(2) The Ilegislature further finds that the location of the
convention and trade center particularly benefits and increases the
occupancy of |arger hotels and other lodging facilities in the city in
which it is located and to a |lesser extent in the remainder of the
county in which it is located. The legislature finds that inposing
excise taxes on the sale of or charge made for the furnishing of
lodging at the rates authorized in section 5 of this act is an
appropri ate nethod of paying for the cost of acquiring, constructing,
owni ng, renodeling, maintaining, equipping, reequipping, repairing,
altering, and operating a convention and trade center.

Sec. 2. RCW36.100.010 and 2002 ¢ 218 s 26 are each anmended to
read as foll ows:

(1) ((A)) One or nore public facilities districts nay be created in
any county and ((shatkh)) nust be coextensive with the boundaries of the
county.

(2) A public facilities district ((shalk—be)) i1s created upon
adoption of a resolution providing for the creation of such a district
by the county legislative authority in which the proposed district is
| ocat ed.

(3) A public facilities district is a nunicipal corporation, an
i ndependent taxing "authority" wthin the nmeaning of Article VII,
section 1 of the state Constitution, and a "taxing district” wthin the
meani ng of Article VII, section 2 of the state Constitution.

(4) Except as_provided in_ RCW 36.100.040 (4) and (5), no taxes
aut hori zed under this chapter may be assessed or levied unless a
majority of the voters of the public facilities district has approved
such tax at a general or special election. A single ballot proposition
may both validate the inposition of the sales and use tax under RCW
82.14.048 and t he exci se tax under RCW 36. 100. 040(1) .
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(5 (a) A public facilities district ((shalh)) constitutes a body
corporate and ((shall)) possesses all the usual powers of a corporation
for public purposes as well as all other powers that may now or
hereafter be specifically conferred by statute, including, but not
limted to, the authority to hire enployees, staff, and services, to
enter into contracts, including contracts with public and private
parties, to acquire, own, sell, transfer, |lease, and otherw se acquire
or dispose_of property, to_grant concessions under _terns approved by
the public facilities district, and to sue and be sued.

(b) A public facilities district created by a_ county with a
population of one mllion five hundred thousand or nobre to acquire,
own, and_operate _a_ convention_and_trade center transferred from a
public nonprofit corporation may continue to contract with the Seattl e-
King county convention and_visitors' bureau_or its successor in
interest for_ marketing the convention and trade center facility and
servi ces.

(6) A public facilities district may enter into contracts with a
county for the purpose of exercising any powers of a community renewal
agency under chapter 35.81 RCW

(7) The ((eeunty)) legislative authority ((er—theeityecounett)) of

a_city or_ county, the board of directors_of a_ public_ nonprofit

corporation, or the state_ of Washington may transfer property to
((the)) a public facilities district created under this chapter, with
or without consideration. No property that is encunbered with debt or
that is in need of major capital renovation may be transferred to the
district without the agreenent of the district and revenues adequate to
retire the existing i ndebt edness.

(8) Apublic facilities district may enter into agreenents with the
state, any nunicipal corporation, or any other governnental entity for
the design, financing, acquisition, developnent, construction,
reconstruction, lease, renpdeling, alteration, maintenance, equipping,
reequi pping, repair, operation, or nmanagenent of one or nore facilities
of the parties thereto. Agreenents nay provide that any party to the
contract ~ designs,  finances, @ acquires,  develops,  constructs,
reconstructs, renodels, alters, nmaintains, equips, reequips, repairs,
and operates one or nore facilities for_the other party or parties to
the contract. A public facilities district may enter into an agreenent
with the state, any nunicipal corporation, or other public or private
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entity that will assist a public facilities district in the financing
of all or any part of a district facility on such terns as_rmay be
determ ned_ by agreenent between_the_ respective parties, including
without limtation by a |oan, guaranty, or other financing agreenent.

Sec. 3. RCW 36.100.020 and 1995 3rd sp.s. ¢ 1 s 302 are each
anended to read as foll ows:

(D)@ A public facilities district ((shalH)) nust be governed by
a board of directors consisting of five ((ef)), seven, or nine nenbers
as provided in this section.

(b) If the largest city in the county has a population that is at
| east forty percent of the total county population, the board of
directors of the public facilities district ((shatkt)) nust consist of
five nmenbers selected as foll ows:

((()) () Two nenbers appointed by the county |egislative
authority to serve for four-year staggered terns;

((b)y)) (i) Two nenbers appointed by the city council of the
| argest city in the county to serve for four-year staggered terns; and

((€e)y)) (iii) One person to serve for a four-year term who is
sel ected by the other directors.

(c)(i) Except as provided in (c)(ii) of this subsection (1), if the
| argest city in the county has a popul ation of |less than forty percent
of the total county population, the county legislative authority
((shalt)) nust establish in the resolution creating the public
facilities district whether the board of directors of the public
facilities district has either five or seven nenbers, and the county
| egislative authority ((shalkt)) nust appoint the nenbers of the board
of directors to reflect the interests of cities and towns in the
county, as well as the unincorporated area of the county.

(ii) However, if the county has a population of one mllion five
hundred thousand or nore, the largest city in the county has a
popul ati on of less than forty percent of the total county popul ation,
and the county operates under a county charter, which provides for an
el ected county executive, the nenbers of the board of directors nust be
appointed as foll ows:

(A) If the public facilities district is created to construct a
basebal | stadium as defined in ROV 82.14.0485, three nenbers ((shatt))
must be appoi nted by the governor and the remai ning nenbers ((shatHh))

SSB 6889. SL GAO Materb_ls,fage 17
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must be appointed by the county executive subject to confirmation by
the county legislative authority. O the nenbers appointed by the
governor, the speaker of the house of representatives and the majority
| eader of the senate ((shalt)) nust each recommend to the governor a
person to be appointed to the board; and

(B) If the public facilities district is created to acquire, own,
and operate a convention and trade center, followng the expiration of
the terns_of the initial board of directors, three nenbers nust be
appointed by the governor, three nenbers nust_ be nomnated by the
county executive subject to_ confirmation by the county leqgislative
authority, and three nenbers nmust be nonmi nated by the nayor of the city
in _which the convention and trade center is |located subject to
confirmation by the city legislative authority. Menbers of the board
of directors may not be nenbers of the legislative authority of the
county or any city within the county.

(d) The initial board of directors of a public facilities district
created in_a county of one mllion five hundred thousand or _nore to
acquire, own, and operate a convention and trade center nust be
conprised of the nine nenbers of the board of the public nonprofit
corporation_that transfers the convention and trade_ center to_ the
public facilities district under section 8 of this act. The governor
nmust designate which of the initial board nenbers nust serve two-year
terms_and_which_ nust serve four-year terns_and identify the_ board
positions to which successors to initial directors are to be appointed
by the county and the city.

(2) At |east one nenber on the board of directors ((shal)) nust be
representative of the lodging industry in the public facilities
district before the public facilities district inposes the excise tax
under RCW 36.100.040(1). O the nenbers of the board of directors of
a public facilities district created in a county of one million five
hundred thousand or nore to acquire, own, and operate a convention and
trade center, one_ of the governor's appointnents and one_ of the
county's appointnents nust be representative of the |odging industry in
the public facilities district and one of the city's appointnents nust
be representative of organi zed | abor, except that these requirenents do
not apply tothe initial board of such district.

(3) Menbers of the board of directors ((shalt)) nust serve four-
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year ternms of office, except that two of the initial five board nenbers
((er)), three of the initial seven board nenbers ((shatt)), and four of
the initial nine board nenbers nust serve two-year terns of office.

(4) A vacancy ((shal)) nust be filled in the sanme manner as the
original appointnent was made and the person appointed to fill a
vacancy ((shatH)) nust serve for the remai nder of the unexpired term of
the office for the position to which he or she was appoi nt ed.

(5) Any director may be renpved fromoffice by the person or entity
that appointed or_confirmed such director for_ any reason_or_for_ no
reason as follows: A director appointed by the governor nay be renoved
fromoffice by the governor((-)); and any ((ether)) director confirned
by acity or county legislative authority may be renoved fromoffice by
action of at least two-thirds of the nenbers of the legislative

authority ((which—+adetheappoetntrent)) that confirned the director.

Sec. 4. RCW 36.100.030 and 2003 ¢ 376 s 1 are each anended to read
as follows:

(1) A public facilities district is authorized to acquire,
construct, own, renodel, maintain, equip, reequip, repair, and operate
(a) sports facilities, entertainnment facilities, convention facilities,
including wthout |imtation_ any convention and _ trade center
transferred froma public nonprofit corporation under section 8(1) of
this act, or regional centers as defined in RCW35.57.020, and (b) for
districts forned after January 1, 2000, recreational facilities other
t han ski areas, together wi th contiguous parking facilities. The taxes
that are provided for in this chapter may only be inposed for these
purposes, including without |limtation inplenenting any redenption,
prepaynent, or |egal defeasance of outstanding obligations under
section 8(3)(a) of this act.

(2) A public facilities district may enter into agreenents under
chapter 39.34 RCW for the ((je+At—provision—and—oeperation)) design,
financing, acquisition, developnent, construction, reconstruction,
| ease, renodeling, alteration, maintenance, equi pping, reequi pping,
repair, operation, or managenent of such facilities and may enter into
contracts under chapter 39.34 RCW where any party to the contract
provi des and operates such facilities for the other party or parties to
the contract. A public facilities district nmay enter into agreenents
under chapter 39.34 RCWthat wll assist a public facilities district
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in the financing of all or any part of a district facility on such
ternms as may be determ ned by agreenent between the respective parties,
including wwthout limtation by a |oan, guaranty, or_other financing
agr eenent .

(3) Notwi thstanding the establishnent of a career, civil, or nerit
service system a public facilities district may contract with a public
or private entity for the operation or managenent of its public
facilities.

(4 A public facilities district is authorized to wuse the
suppl enental alternative public works contracting procedures set forth
in chapter 39.10 RCW in connection with the design, construction,
reconstruction, renodel, or alteration of any of its public facilities.

(5) A public facilities district may inpose charges and fees for
the use of its facilities, and may accept and expend or use gifts,
grants, and donati ons.

Sec. 5. RCW 36.100.040 and 2008 ¢ 137 s 5 are each anended to read
as follows:

(1) A public facilities district my inpose an excise tax on the
sal e of or charge made for the furnishing of |odging that is subject to
tax under chapter 82.08 RCW except that no such tax nmay be | evied on
any prem ses having fewer than forty | odging units. ((Hewever)) Except
for any tax inposed under subsection (4) or (5) of this section, if a
public facilities district has not inposed such an excise tax prior to
Decenber 31, 1995, the public facilities district may only inpose the
excise tax if a ballot proposition authorizing the inposition of the
tax has been approved by a sinple majority vote of voters of the public
facilities district voting on the proposition.

(2) The rate of the tax ((shaHt)) nmay not exceed two percent and
the proceeds of the tax ((shalH)) nmay only be used for the acquisition,
desi gn, construction, renodeling, mintenance, equi pping, reequipping,
repairing, and operation of its public facilities. This excise tax
((shalkt)) may not be inposed until the district has approved the
proposal to acquire, design, and construct the public facilities.

(3)  ((A—publte —taettttes —distirtet—Aapy —hRot —rpoese —the —tax
hori L hi . Lf_af I hori L hi .
was i nposed, the effective conbined rate of state and local excise
taxes, including sales and use taxes and excise taxes on lodging,
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t4))) Except for_a public facilities district created within a

county with a population of one mllion five hundred thousand or nore
for the purpose of acquiring, owning, and operating a convention and
trade_center, a public facilities district nmay not_ inpose the tax
authorized in this section if, after the tax authorized in this section
was_inposed, the effective conbined rate of state and_|ocal _excise
taxes, including sales_ and_ use_taxes_ and_excise_taxes_on_|odging,
i nposed on the sale of or charge made for furnishing of lodging in any

jurisdiction in the public facilities district exceeds el even and one-
hal f percent.

(4) To replace _the tax_authorized by RCW 67.40.090, a_ public
facilities district created within a county with a population of one
mllion five hundred thousand or nore for the purpose of acquiring,
owni ng, and_operating_a_convention_ and trade_ center nay_ inpose_an
excise tax on the sale of or charge nade for the furnishing of |odging

that is subject to tax under chapter 82.08 RCW except that no such tax
may be levied on any prem ses having fewer than sixty | odging units.
The rate of the tax nmay not exceed seven percent within the portion of

the district that corresponds to the boundaries of the largest city
within the public facilities district and nmay not exceed 2.8 percent in
the remainder of the district. The tax inposed under this subsection
(4) may not be collected prior to the transfer date defined in section
8 of this act.

(5) To replace_the tax_authorized by RCW 67.40.130, a_public
facilities district created within a county with a population of one
mllion five hundred thousand or nore for the purpose of acquiring,
owni ng, and_operating_a_convention_ and trade_ center nmay_ inpose_an
additional excise tax on the sale of or charge nmade for the furnishing
of lodging that is subject to tax under chapter 82. 08 RCW except that
no_such tax _may be levied on_any prem ses_ having fewer than_sixty
| odging units. The rate of the additional excise tax may not exceed
two percent and nay be inposed only within the portion of the district
that corresponds _to_the boundaries of the largest city wthin the
public facilities district and may not be inposed in the reminder of
the district. The tax inposed under this subsection (5) nay not be
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collected prior to the transfer date specified in section 8 of this
act . The tax inposed under this subsection (5) nust be credited
against the _amount of the tax otherwise due to the state from those
sane taxpayers under chapter 82.08 RCW The tax under this subsection
(5) may be inposed only for_ the purpose of paying or_ securing the
paynent of the principal of and interest on_obligations issued_ or
incurred by the public facilities district and paying _annual paynent
anpbunts to the state under subsection (6)(a) of this section. The
authority to inpose the additional excise tax under this subsection (5)

expires on the date that is the earlier of (a) July 1, 2029, or (b) the
date_ _on_which_all obligations_ issued_ or _ incurred by the_ public
facilities district to inplenent any redenption, prepaynent, or |egal
def easance of outstanding obligations under section 8(3)(a) of this act
are no | onger out st andi ng.

(6)(a) Comencing with the first full fiscal year of the state
after the transfer date defined in section 8 of this act _and for so
long as a public facilities district inposes a tax under subsection (5)
of this section, the public facilities district nust transfer to the
state of Washington on June 30th of each state fiscal year an annua
paynent anount .

(b) For the purposes of this subsection (6), "annual payment
anpunt" neans__an_anount equal to_revenues_ received by the_ public
facilities district in the fiscal year fromthe additional excise tax
i nposed under _subsection (5) of this section plus_an interest charge
calcul ated on one-half the annual paynent anpunt tines an interest rate

equal to the average annual rate of return for the prior cal endar vyear

in_the Washington state |ocal governnent investnent pool created in
chapter 43.250 RCW

(c)() If the public facilities district in any fiscal year is
required to apply additional |odging excise tax revenues to the paynent

of principal and interest on obligations it issues or incurs, and the
public facilities district is unable to pay all or any portion of the
annual paynent anount to the state, the deficiency is deened to be a
loan fromthe state to the public facilities district for the purpose
of assisting the district in paying such principal and interest and
nmust be repaid by the public facilities district to the state after
providing for the paynent of the principal of and_ interest on
obligations issued or incurred by the public facilities district, all
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on terns_established by an_agreenent between the state treasurer and
the public facilities district executed prior to the transfer date.
Any agreenent between the state treasurer _and the public facilities
district nust specify the termfor the repaynent of the deficiency in
t he annual paynent anmount with an interest rate equal to the twenty
bond general obligation bond buyer index plus one percentage point.

(ii) Qutstanding obligations to repay any | oans deened to have been
made to_ the public facilities district as_provided in_any_ such
agreenents between the state treasurer and the public facilities
district survive the expiration of the additional excise tax_under
subsection (5) of this section.

(iii) For the purposes of this subsection (6)(c), "additional
| odgi ng_excise tax_revenues" nean the tax_ revenues received by the
public facilities district under subsection (5) of this section.

(7) Apublic facilities district is authorized to pledge any of its
revenues, including wthout |limtation revenues from the taxes
authorized in this section, to pay or secure the paynent of obligations
issued or incurred by the public facilities district, subject to the
terns established by the board of directors of the public facilities
district. So long_as_a pledge of the taxes authorized under_ this
section is in effect, the legislature nay not withdraw or nodify the
authority to levy and collect the taxes at the rates pernmtted under
this section and _nay not increase_ the annual paynent anobunt to_ be
transferred to the state under subsection (6) of this section.

(8) The departnent of revenue nust performthe collection of such
taxes on_behalf of the public facilities district at no cost _to the
district, and the state treasurer nust distribute those taxes as
available on a nonthly basis to the district or, upon the direction of
the district, to a fiscal agent, paying agent or trustee for
obligations issued or incurred by the district.

(9) Except as_expressly provided in_this chapter, all_ of the
provi sions contained in RCW 82.08. 050 and 82.08. 060 and chapter 82.32
RCW have full force and application with respect to taxes inposed under
the provisions of this section.

(10) The taxes inposed in this section ((dees)) do not apply to
sal es of tenporary nedi cal housi ng exenpt under RCWS82. 08. 997.
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Sec. 6. RCW36.100.060 and 1999 ¢ 165 s 15 are each anended to
read as foll ows:

(1) To carry out the purpose of this chapter, a public facilities
district may issue general obligation bonds, not to exceed an anount,
together with any outstanding nonvoter approved general obligation
i ndebt edness, equal to one-half of one percent of the value of taxable
property within the district, as the term "val ue of taxable property"
is defined in RCW 39.36.015. Apublic facilities district additionally
may i ssue general obligation bonds for capital purposes only, together
wi th any outstandi ng general obligation indebtedness, not to exceed an
anount equal to one and one-fourth percent of the value of the taxable
property within the district, as the term "value of taxable property"”
is defined in RCW 39.36.015, when authorized by the voters of the
public facilities district pursuant to Article VIII, section 6 of the
state Constitution, and to provide for the retirement thereof by excess
property tax |levies as provided in this chapter.

(2) General obligation bonds may be issued with a maturity of upto
thirty years, and_nust_ be_ issued_and_sold_in_accordance_wth_the
provi sions of chapter 39.46 RCW If the public facilities district is
formed by a county with a population of one mllion five hundred
t housand or nore to acquire, own, and operate a convention and trade
center, general obligation bonds may be issued with a maturity of upto
forty years, and ((shal)) nust be issued and sold in accordance with
the provisions of chapter 39.46 RCW |n addition to the powers vested
in it under RCW 39.46.030, a public facilities district created by a
county with a population of one mllion five hundred thousand or nore
to acquire, own, and operate a convention and trade center nmay appoi nt,
and may specify the rights and duties of, trustees with respect to its
bonds, and_such_trustees nmy_ receive, hold, disburse, invest, and
reinvest funds on the district's behalf and for the protection of the
district's bond owners.

(3) The general obligation bonds nmay be payable fromthe operating
revenues of the public facilities district in addition to the tax
recei pts of the district.

(4) The excise tax inposed pursuant to RCW36.100. 040 ((shatt)) (1)
term nates upon final paynent of all bonded i ndebtedness for its public
facilities, except that the excise tax may be reauthorized by a public
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vote, in the sanme manner as originally authorized, for funding of
additional public facilities or a regional center.

Sec. 7. RCW 36.100.100 and 1995 ¢ 396 s 7 are each anended to read
as follows:

The treasurer of the county in which a public facilities district
is located ((shalH)) nust be the ex officio treasurer of the district,
unl ess the board of directors of a public facilities district created
in a county of one mllion five hundred thousand or nore designates by
resolution_another person_ having experience in_financial or_ fisca
matters as the treasurer of the district. Such a treasurer possesses
all of the powers, responsibilities, and duties of, and is subject to
the sane restrictions as provided by law for, a county treasurer wth
regard to district financial matters. Such treasurer nust be bonded
for not less than twenty-five thousand dollars.

NEW SECTION. Sec. 8. A newsectionis added to chapter 36.100 RCW
to read as foll ows:

(1) On the transfer date the board of directors of a public
nonprofit corporation fornmed under RCW67. 40. 020 t hat owns and oper ates

a state convention and trade center nust transfer all |ands,
facilities, equipnent, assets, other interests in real, personal, and
i ntangi bl e property, and interests under contracts, |eases, |licenses,

and agreenents under the control of that board of directors to a public
facilities district created as provided i n RCW 36. 100. 010 by the county
in which the convention and trade center is |ocated pursuant to an
agreenent with the public facilities district, subject to the review
and approval of the state treasurer.

(2) No real estate excise tax or other excise tax may be inposed
wth respect to the transfer of assets of the public nonprofit
corporation to the public facilities district.

(3) For the purposes of this section, "transfer date" neans the
date on or prior to June 30, 2011, on which provision has been nade for
all of the followng, pursuant to agreenents and other necessary
arrangenents approved by the state treasurer:

(a) The redenption, prepaynent, or |egal defeasance on or prior to
the transfer date of all outstanding borrowi ngs and other financing
obligations of the state of Wshington and the public nonprofit
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corporation with respect to the state convention and trade center,
including state bonds and certificates of participation and related
financi ng contracts;

(b) The transfer to the public facilities district on the transfer
date of the balances on deposit in the state convention and trade
center operations account, the state convention and trade center
account and other accounts relating to the state convention and trade
center, including the revenues identified under (g)(ii) of this
subsection (3);

(c) The inposition by the public facilities district of excise
taxes on the sale of or charge made for the furnishing of |odgi ng under
RCW 36. 100.040 (4) and (5) at the maximum rates permtted in those
subsecti ons;

(d) The transfer of all other assets and liabilities and, to the
extent perm ssible by their terns, the assignnent or transfer of al
contracts and agreenents of the public nonprofit corporation fromthe
public nonprofit corporation to the public facilities district;

(e) The execution of an agreenent settling all clains in the case
of TourismAlliance, a Washi ngton nonprofit corporation; Craig Schafer;
G aridge LLC, a Washington limted liability conpany; R C Hedreen
Corporation, a Washington corporation; and on behalf of taxpayers,
Andrew O sen, Any L. Dee, Christopher M Dee, Cipper Navigation, Inc.,
a Washi ngton corporation v. State of WAashington and Janes L. Mintire,
in his official capacity as State Treasurer of the State of WAshi ngton

(f) The paynent or provision for paynment of all fees, costs, and
expenses incurred by the state of Washington and the public nonprofit
corporation to effect such transfer;

(g) An agreenent of the public facilities district to transfer to
the state on June 30, 2011, an anobunt equal to (i) the revenues from
the tax inmposed under RCW 36.100.040(5) during the state fiscal year
endi ng June 30, 2011, plus (ii) the revenues fromthe tax inposed under
RCW 67. 40. 130 during the state fiscal year ending June 30, 2011; and

(h) The agreenent between the state treasurer and the public
facilities district, referred to in section 5(6)(c)(i).

NEW SECTION. Sec. 9. A newsectionis added to chapter 36.100 RCW
to read as foll ows:
(1) Except as provided in chapters 35.101, 67.28, and 82.14 RCW
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after January 1, 1983, no city, town, or county in which the tax under
RCW 36. 100. 040 (4) and (5) is inposed may inpose a |icense fee or tax
on the act or privilege of engaging in business to furnish |odging by
a hotel, room ng house, tourist court, notel, trailer canp, or simlar
facilities in excess of the rate inposed upon ot her persons engaged in
t he busi ness of nmaking sales at retail.

(2) For the purposes of this section, "sales at retail"” has the
sanme neani ng as provi ded i n RCW82. 04. 050.

NEW SECTION. Sec. 10. A new section is added to chapter 36.100
RCWto read as foll ows:

Nothing in this act may be construed to limt the authority of a
public nonprofit corporation under chapter 67.40 RCW prior to the
effective date of section 14 of this act.

NEW SECTION. Sec. 11. A new section is added to chapter 36.100
RCWto read as foll ows:

Bonds issued under this chapter are hereby nmade securities in which
all public officers and public bodies of the state and its politica

subdi visions, all insurance conpanies, trust conpanies in their
commercial departnents, savings banks, cooperative banks, banking
associ ations, investnment conpanies, executors, trustees and other

fiduciaries, and all other persons whatsoever who are now or nay
hereafter be authorized to invest in obligations of the state may
properly and legally invest funds, including capital in their control
or belonging to them Such bonds are hereby made securities which may
properly and legally be deposited with and received by any state or
muni ci pal officer or any agency or political subdivision of the state
for any purpose for which the deposit of bonds and ot her obligations of
the state are now or may hereafter be authorized by | aw

NEW SECTION. Sec. 12. A new section is added to chapter 36.100
RCWto read as foll ows:

(1) Any county with a population of one mllion five hundred
t housand or nore that creates a public facilities district pursuant to
this chapter to acquire, own, and operate a convention and trade center
transferred from a public nonprofit corporation is authorized to
acquire by condemnation property or property rights as nmay be necessary
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to carry out the purposes of such district. |If the |legislative body of
such county chooses to exercise its authority to acquire property by
em nent domai n on behalf of such public facilities district, it nust do
SO pursuant to the procedures set forth in chapter 8. 08 RCW

(2) The acconplishnment of the activities authorized by this chapter
is declared to be a strictly public purpose of the nunicipality or
muni ci pal entities authorized to performthe sane.

(3) The powers and authority conferred by this section are in
addition and supplenental to existing powers or authority. Nothing
contained in this section |[imts any other powers or authority of any
agency, political subdivision, or unit of |ocal governnent of this
state.

Sec. 13. RCW 39.94.020 and 2010 c¢c ... (SB 6218) s 1 are each
anmended to read as foll ows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Credit enhancenent" includes insurance, letters of credit,
lines of credit, or other simlar agreenents whi ch enhance the security
for the paynent of the state's or an other agency's obligations under
financi ng contracts.

(2) "Financing contract" nmeans any contract entered into by the
state for itself or on behalf of an other agency which provides for the
use and purchase of real or personal property by the state and provides
for paynent by the state over a termof nore than one year, and which
provides that title to the subject property may secure perfornmance of
the state or transfer to the state or an other agency by the end of the
term upon exercise of an option, for a nom nal anount or for a price
determ ned without reference to fair market value. Financing contracts
i nclude, but are not limted to, conditional sales contracts, financing
| eases, |ease purchase contracts, or refinancing contracts, but
do((es)) not include operating or true |leases. For purposes of this
chapter, the term"financing contract” does not include any nonrecourse
financing contract or other obligation payable only fromnoney or other
property received fromprivate sources and not payable fromany public
nmoney or property. The term "financing contract” includes a "naster
financing contract."
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(3) "Master financing contract" neans a financing contract which
provides for the use and purchase of property by the state, and which
may i nclude nore than one financing contract and appropriation.

(4) "Other agency" nmeans any conm ssion established under Title 15
RCW a library or regional library, an educational service district,
the superintendent of public instruction, the school directors
association, a health district, a public facilities district, or any
county, city, town, school district, or other nunicipal corporation or
quasi - muni ci pal corporation.

(5) "State" neans the state, agency, departnent, or instrunentality
of the state, the state board for comunity and technical colleges, and
any state institution of higher education.

(6) "State finance commttee" neans the state finance commttee
under chapter 43.33 RCW

(7) "Trustee" neans a bank or trust conpany, within or wthout the
state, authorized by | aw to exerci se trust powers.

NEW SECTION. Sec. 14. The followng acts or parts of acts are
each repeal ed:

(1) RCW67.40.010 (Legislative finding) and 1983 2nd ex.s. ¢ 1 s 1
& 1982 ¢ 34 s 1;

(2) RCW 67.40.025 (State convention and trade center operations
account - - Operati ng revenues--Expendi tures) and 2008 ¢ 329 s 916, 1988
ex.s. ¢ 1s 2, 1987 1st ex.s. ¢ 8 s 3, & 1985 c 233 s 2;

(3) RCW 67.40.027 (Conpensation and travel expenses of board
menbers) and 1985 c¢ 233 s 3;

(4) RCW 67.40.030 (Ceneral obligation bonds--Authorized--
Appropriation required) and 1990 ¢ 181 s 1, 1988 ex.s. ¢ 1 s 3, 1987
1st ex.s. ¢ 3 s 12, 1985 c 233 s 1, 1983 2nd ex.s. ¢ 1 s 3, & 1982 c 34
s 3,

(5 RCW 67.40.040 (Deposit of proceeds in state convention and
trade center account and appropriate subaccounts--Credit agai nst future
borrow ngs--Use) and 2008 ¢ 329 s 917, 2008 c 328 s 6011, 2007 c 228 s
106, 2005 c 518 s 936, 2003 1st sp.s. c 25 s 929, 1995 c 386 s 13, 1991
Sp.s. ¢ 13 s 11, 1990 ¢ 181 s 2, 1988 ex.s. ¢ 1 s 4, 1987 1lst ex.s. C
8 s 4, 1985 ¢ 57 s 66, 1983 2nd ex.s. ¢ 1 s 4, & 1982 c 34 s 4,

(6) RCW67.40.045 (Authorization to borrow fromstate treasury for
project conpletion costs--Limts--"Project conpletion" defined--
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Legislative intent--Application) and 1995 ¢ 386 s 14, 1993 sp.s. ¢ 12
s 9, 1992 c 4s 1, 1992 c¢c 2 s 1, 1990 ¢ 181 s 3, 1988 ex.s. ¢ 1 s 9, &
1987 1st ex.s. ¢ 8 s 1,

(7) RCW67.40.050 (Adm nistration of proceeds) and 1982 c 34 s 5;

(8 RCW 67.40.055 (Transfer of funds to account--Repaynent of
borrowed funds with interest) and 1988 ex.s. ¢ 1 s 5 & 1987 1st ex.s.
c 8 s 11;

(99 RCW 67.40.060 (Retirenment of bonds from nondebt-limt
proprietary appropriated bond retirenment account--Transfer from
account s-- Pl edge and prom se--Renedi es of bondhol ders) and 2005 c 487
s 9, 1997 c 456 s 25, 1987 1st ex.s. ¢ 8 s 5, 1983 2nd ex.s. ¢ 1 s 5,
& 1982 ¢ 34 s 6;

(10) RCW 67.40.070 (Legislature may provide additional nmeans for
paynment of bonds) and 1982 ¢ 34 s 7;

(11) RCW 67.40.080 (Bonds |egal investnent for public funds) and
1982 ¢ 34 s 8§;

(12) RCW 67.40.090 (Lodging tax inposed in King county--Rates--
Proceeds) and 2002 ¢ 178 s 4, 1995 c 386 s 15, 1991 c 2 s 3, 1988 ex.s.
c 1s 6, 1987 1st ex.s. ¢ 8 s 6, &1982 c 34 s 9,

(13) RCWG67.40.100 (Limtation on license fees and taxes on hotels,
motel s, room ng houses, trailer canps, etc.) and 1997 c 452 s 15, 1990
C 242 s 1, 1988 ex.s. ¢ 1 s 25, & 1982 ¢ 34 s 10;

(14) RCW 67.40.105 (Exenption from tax--Energency |odging for
homel ess persons--Conditions) and 1988 ¢ 61 s 3;

(15) RCW67.40.107 (Exenption fromtax--Tenporary nedi cal housing)
and 2008 c 137 s 4;

(16) RCW 67.40.110 (Use of revenues from convention and trade
center facilities excise tax by cities for professional sports
franchise facilities limted) and 1997 ¢ 452 s 19 & 1987 1st ex.s. c 8
s 8§,

(17) RCW67.40.120 (Contracts for marketing facility and services)
and 2002 c¢ 182 s 1, 1997 c 452 s 20, 1991 c 336 s 2, & 1988 ex.s. c 1
s 8§,

(18) RCW 67.40.130 (Convention and trade facilities--Tax on
transi ent | odgi ng aut hori zed--Rates) and 1995 ¢ 386 s 1;

(19) RCW67.40.140 (Convention and trade facilities--Remttance of
tax--Credit) and 1995 c 386 s 2;
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(20) RCW 67.40.150 (Convention and trade facilities--Contract of
adm nistration and collection to departnent of revenue--D sposition of
t ax-- Procedure) and 1995 ¢ 386 s 3;

(21) RCW 67.40.160 (Convention and trade facilities--Tax on
construction--Di sposition) and 1995 ¢ 386 s 4;

(22) RCW 67.40.170 (Convention and trade facilities--Use of
coll ected taxes) and 1995 ¢ 386 s 5;

(23) RCW67.40.180 (Convention and trade facilities--Use of funds--
Acceptance by board of directors of funding commtnent) and 1995 c¢ 386
S 6;

(24) RCW67.40.190 (Convention and trade facilities--Use of funds--
Encunbered revenue) and 1995 ¢ 386 s 7; and

(25) RCW67.40.900 (Severability--1982 ¢ 34) and 1982 ¢ 34 s 13.

NEW SECTION. Sec. 15. RCW67.40.020 (State convention and trade
center--Public nonprofit corporation authorized--Board of directors--
Powers and duties) and 1995 ¢ 386 s 12, 1993 ¢ 500 s 9, 1988 ex.s. c 1
s 1, 1987 1st ex.s. ¢ 8 s 2, 1984 ¢ 210 s 1, 1983 2nd ex.s. ¢ 1 s 2, &
1982 ¢ 34 s 2 are each repeal ed.

NEW SECTION. Sec. 16. Section 14 of this act is effective
contingent upon the transfer date occurring in section 8 of this act.
If the transfer date occurs in section 8 of this act, section 14 of
this act is effective on the transfer date. For the purposes of this
section, "transfer date" has the sane neaning as provided in section 8
of this act.

NEW SECTION. Sec. 17. Section 15 of this act is effective
contingent upon the transfer date occurring in section 8 of this act.
If the transfer date occurs in section 8 of this act, section 15 of
this act is effective thirty days after the transfer date in section 8
of this act. For the purposes of this section, "transfer date" has the
sanme neaning as provided in section 8 of this act.

NEW SECTION. Sec. 18. The state treasurer nmust provide witten
notice of the effective dates in sections 16 and 17 of this act to the
departnent of revenue, the office of the code reviser, and others as
deened appropriate by the state treasurer.
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NEW_ SECTION. Sec. 19. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 20. The provisions of this chapter nust be
liberally construed to effect the policies and purposes of this
chapter.

Passed by the Senate April 1, 2010.

Passed by the House March 22, 2010.

Approved by the Governor April 9, 2010.

Filed in Ofice of Secretary of State April 9, 2010.
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FINAL BILL REPORT
SSB 6889

CISL10E1
Synopsis as Enacted

Brief Description: Concerning the governance and financing of the Washington state
convention and trade center.

Sponsors: Senate Committee on Ways & Means (originally sponsored by Senators McDermott,
Kohl-Welles, Kline, Murray, Prentice, Keiser, McAuliffe, Kauffman and Hewitt).

Senate Committee on Ways & Means

Background: The Washington State Convention and Trade Center (Center) is a public
nonprofit corporation created by the Legislature in 1982. The Center is governed by a nine-
member board of directors appointed by the Governor. Initial construction of the Center
facility was completed in 1988 and financed through state-issued general obligation bonds,
which are projected to be retired by Fiscal Year 2020. Expansion of the Center, authorized by
the Legislature in the 1995-97 biennium, was completed in Fiscal Year 2002 and financed
through the use of Certificates of Participation, which are expected to be paid off by Fiscal
Year 2029.

The Center receives revenue from three sources: operations of the convention and trade
center; receipts from the transient rental tax, also known as hotel/motel tax; and a credit
against the state retail sales tax for hotel/motel stays.

The transient rental tax applies to hotels and motels with at least 60 rooms in King County;
the rate is 7 percent in Seattle and 2.8 percent in King County, outside of Seattle. Proceeds
are distributed to the Center Capital (85.7 percent) and Operations (14.3 percent) Accounts.
The City of Seattle imposes a 2 percent tax (local convention center tax) to the same charges
for accommodations as the hotel/motel tax. The 2 percent tax is credited against the state
retail sales tax, so that it does not increase the cost of room rentals to customers. All of the
revenues are deposited in the State Convention and Trade Center Account and are dedicated
to costs of expanding the convention center. Thus, the effect of this tax is to shift funds from
the state General Fund to the State Convention and Trade Center Account within the State
Treasury.

Public facilities districts (PFD) are municipal corporations and independent taxing districts.
A PFD may be created by resolution of the county legislative authority and their boundaries
are coextensive with those of the county. PFDs are authorized to acquire, build, own, and
operate sports facilities, entertainment facilities, or convention facilities or any combination

This analysis was prepared by non-partisan legislative staff for the use of legislative
members in their deliberations. This analysis is not a part of the legislation nor does it
constitute a statement of legislative intent.
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of such facilities, and for districts formed after January 1, 2000, recreational facilities other
than ski areas together with contiguous parking facilities.

Summary: An additional PFD in King County may be created for the purpose of acquiring
and operating the convention and trade center transferred from the public nonprofit
corporation that operates the Center.

The new PFD is governed by a nine-member board of directors. Three members are
appointed by the Governor, three by King County, and three by the City of Seattle. At least
one of the Governor’s appointments and one of the county appointments must be a
representative of the lodging industry. One of the city’s appointments must be a
representative of organized labor. The initial board of the PFD is made up of the nine-
member board of the Center. The Governor must designate which of the initial board
members must serve two-year terms and which must serve four-year terms. Four of the
initial nine board members must serve two-year terms of office.

A PFD created for the purpose of acquiring and operating the Center may contract with the
Seattle-King County Convention and Visitors’ Bureau to market the convention center. King
County may acquire property by condemnation for the purposes of the new PFD.

The Center will be transferred to the new PFD when provisions are made for all of the debt
and certificate of participation obligations of the state on the convention center to be
redeemed, prepaid, or defeased; for the balance in the State Convention and Trade Center
Operations Account, the State Convention and Trade Center Account, and other accounts
related to the convention center are transferred to the new PFD; for the imposition of lodging
taxes by the new PFD; for transfer of the assets and liabilities of the public nonprofit
corporation to the new PFD; for the execution of a settlement agreement of the court case
related to the convention center funds; for payment of fees, costs, and expenses related to the
transfer; and for payment of an amount to the state equal to the value of the 2 percent sales
tax credit for Fiscal Year 2011.

The new PFD is authorized to impose lodging taxes on hotels, motels, and similar facilities
with at least 60 units. The rate is 7 percent in Seattle and 2.8 percent in the rest of King
County. In addition, the new PFD may impose a 2 percent lodging tax in Seattle that credits
against the state sales tax rate.

Starting in the first full fiscal year after the Center is transferred to the new PFD, annual
payments will be made to the state in an amount equal to the amount of the state tax credit
plus an interest charge equal to the average annual return for the prior calendar year for
Washington State Local Government Investment Pool. The 2 percent tax may be imposed
only for paying the debt of the PFD and making the annual payment to the state. The 2
percent tax ends on the earlier of July 1, 2029, or the date the debt was issued to redeem,
prepay, or defease the state’s obligations related to the Center. If the new PFD is not able to
make the annual payment due to insufficient tax revenue to pay debt, then any deficiency will
be considered a loan from the state, and principal and interest must be paid on the loan. The
interest on the loan must be equal to the 20 bond general obligation bond buyer index plus 1
percentage point. The length of the loan is not specified.

Senate Bill Report -2- SSB 6889
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The new PFD is authorized to designate a qualified person other than the county treasurer to
serve as its treasurer. This may include a fiscal agent, paying agent, or trustee for obligations
issued or incurred by the district.

The securities of the new PFD are eligible investments for the state and other public entities.
The new PFD is eligible to participate in the State Treasurer's Local Option Capital Asset
Lending program (local government pooled financing program).

Votes on Final Passage:

First Special Session
Senate 39 1
House 91 6  (House amended)
Senate 39 2  (Senate concurred)

Effective: July 13,2010
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CONVENTION CENTER CASH FLOW SUMMARY

Fiscal Years Ending June 30 (Dollars in Thousands)

2005 2006 2007 2008 2009
STATE CONVENTION CENTER FUNDS
REVENUE SOURCES
Hotel/Motel Tax'
(Excluding Marketing Tax and Including City Transient Tax) $37,081 $42,772 $48,364 $53,076 $49,457
Operating Revenue with Marketing Tax 18,765 24,932 25,665 24,989 25,562
Total Revenues 55,846 67,004 74,029 78,065 75,019
EXPENSES
Debt Service 29,666 29,662 29,6562 29,286 31,162
Minor Works? 635 627 2,032 1,372 4979
Operating Costs 18,092 19,847 20,994 23,193 23,180
Total Expense 48,393 50,126 52,678 53,851 59,311
Net Cash Flow to Convention Center 7,453 16,878 21,351 24214 15,708
STATE GENERAL FUND
Estimated Direct State Sales Tax on Delegate Spending 13,933 15,062 16,914 13,546 14,297
Cash Transfer from Convention Center 5,0003 5,1508 51508 12,5008 61,5008
Less Credit for City Transient Tax (7,918) (9,068) (10,224) (11,159) (10,489)
Net Cash Flow to General Fund 11,016 11,144 11,840 14,887 65,308
TOTAL NET CASH FLOW TO STATE $13,4684 $22,8724 $28,0414 $26,6014 $19,56164

' A hotel/motel excise tax authorized by the state Legislature is imposed on
room rates charged for lodgings of 60 units or more in Seattle and King County.
This tax is the primary source of payments for Center debt service, Certificate of
Participation lease payments and for marketing expenses incurred by Seattle’s
Convention and Visitors Bureau.

2 Minor works is appropriated by the Legislature for specific long-lived capital
expenditures (e.g. roof replacement, energy-efficient lighting fixtures and freeway
fire protection system).

3 Cash transfer of $5 million in March 2005, and $5.15 million in March 2006 and
March 2007, to the state general fund as approved by the Legislature. In 2008,
the Legislature transferred from the Center $4.5 million to the Tourism
Commission and $8 million to the Washington Housing Trust account. These
funds are appropriated from existing balances in the Center's capital fund. As a
result, this cash transfer increases the net cash flow to the state general fund,
but does not impact total net cash flow to the state for the fiscal year. $52 million
was transferred from the Center capital fund (O1V) and $5 million from the
Center operating fund (537) to the state general fund in June 2009. In addition,
$4.5 million was transferred to the Tourism Commission in fiscal year 2009.

4 Net cash flow to the state includes net funds minus expenditures generated by
the Center and the state of Washington portion of sales tax generated from
delegate spending.
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Trade: Trading Spaces

Washington’s convention business needs a larger trade center, but the state Legislature is
holding up the process.

By Mike Ullmann

Photograph by Hayley Young

. In the stormy fall of 2009, during the worst
y downturn since the Great Depression, 6,900
electrical contractors arrived at Seattle's
convention center to find a brilliant
September sun. The sun wasn't the only
surprise. "It was a little crazy, considering
the economy, but we did great," says Beth
Ellis, the group's executive director for
conventions. "We even had extra people
| register after we arrived. We exceeded our
expectations."

Seattle, although a tad out of the way,
remains a premier convention and meeting
destination. "For us East Coasters, itis a
long flight, but when everybody gets there,
they want to go back [again]," says Ellis,
whose National Electrical Contractors
Association is based in Maryland. "Meeting
close to where they live doesn't entice them.
But Seattle ... Seattle is a clean city,
walkable, a very safe city that our members really enjoy."

Even in hard times, the Washington State Convention & Trade Center shines. Year in and year
out, it brings in tourists and convention-goers by the tens of thousands, and direct tax revenue to
the state of about $26 million annually. "Convention centers typically are designed as loss
leaders," says Kate Joncas, president of the Downtown Seattle Association. "This one actually

http://seattlebusinessmag.com/print/article/trading-spaces Page 1 of 5
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makes money. It's one of only four around the country that turns a profit. We really listen closely
to [convention center president] John Christison, because he does an excellent job operating it."

Christison says he can't quite confirm that "one of only four" statement. "But it's true there are
only a very limited number of centers that produce a profit at the operating line"-in Seattle, to the
tune of $2.4 million for the fiscal year that ended June 30, 2009. That's cause for celebration.
Besides making itself a profit, the center figures that since it opened, it has brought in $3.2 billion
from out-of-state delegates, who paid $180 million in taxes to the state's general fund. The
recession drove numbers down in 2009, just as Christison warned in his previous year's annual
report. But, he adds, "l remain very optimistic about our long-term future, despite the effects of
the current economy. This situation is remarkably similar to the one we faced following
September 11. Once again, we are well-positioned to ride out this downturn."

All well and good, but here's a catch. How did such a well-regarded center get so crosswise with
the state Legislature last year that it wound up asking the governor to veto part of its budget,
thus inspiring a lawsuit against the state?

Spread over the top of Interstate 5 in downtown Seattle, the state Convention & Trade Center
opened in 1988, doubled its exhibit space in 2001 (just prior to the Sept. 11 attacks) and is on
track this year to open four additional floors of high-quality meeting and exhibition space
connected to the existing center by a skybridge over Pike Street.

That location, smack in the center of town, is one of the center's biggest draws. Its goal is to
draw a particular type of business client here. "The convention center is specifically tailored to
draw in very highly paid people from out of town," says Joncas. "They are very strategic in
evaluating the attendees most likely to spend the most money-from engineering, medical,
computer and technical fields." But the center does not have the acreage to draw the country's
biggest conventions.

"It's an interesting irony. Our center is small because it is downtown, yet it serves us well
because of its fantastic location surrounded by restaurants, hotels, shows," says David
Blandford, public relations director for Seattle's Convention & Visitor's Bureau, which markets the
convention center. Before the 2001 expansion, the center was the 51st largest in North America.
It briefly became the 28th biggest, but as other cities built up their competing centers, it's fallen
today back to 68th.

What Christison believes is the necessary next step for the center-and what the people who
listen closely to him are pushing for hard-is to spend something in the neighborhood of $600
million to $700 million to double the center's size, even at a time when business is down and
convention centers nationally are hurting in an industry that's almost certainly overbuilt. When the
center asked the Legislature last year to OK the expansion, it heard more skepticism than
support. "We were struggling with billions of dollars in deficits at the time," says state Sen.
Rodney Tom, D-Bellevue and vice-chairman of the Senate Ways and Means Committee. "lt's
hard for us to complain about revenue if we keep giving it away."

The convention center, which is funded almost entirely by a hotel tax in Seattle, planned to use
its own money for the expansion-not money from the state's general fund, and the hotel tax
wouldn't need increasing-but needed the Legislature's approval to make the investment.

http://seattlebusinessmag.com/print/article/trading-spaces Page 2 of 5
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"What we heard was this is a bad time for the state to be making a major investment like this,
when we have a $9 billion state shortfall," Christison says ruefully. In fact, for the second year in
a row, the Legislature instead purloined millions from the center's surplus funds-$65 million in
fiscal 2008 and another $22 million in 2009-to help balance the state budget.

The argument against expanding the center goes like this: Other, bigger convention centers
nationally are already hurting. Even the proposed expansion here won't make it competitive with
megacenters like those in Denver and San Francisco, which boast something upward of 900,000
square feet of space. Our state convention center is already a success. Why, during a recession,
spend more when it still won't be big enough to play with the big boys?

Because, Christison says, we'd be better positioned for the majority of conventions. "If you think
about the industry as a triangle, the pointy part at the top is the largest exhibits that really need
huge centers of a million-plus square feet. We're not there and we won't be. We don't want to be
competing with Chicago or Atlanta. We want to be in the 'sweet spot,' where the majority of the
business resides."

The state Convention Center this year will have something under 400,000 square feet of exhibit
and meeting space. Even some "local" companies have outgrown that. "We have home-grown,
fabulous international companies-Microsoft, Starbucks-and we're no longer big enough to hold
their international conventions," says Joncas. Indeed, Microsoft now has its company-wide
annual meetings at nearby Safeco Field, home of the Seattle Mariners.

But the real problem for the state convention center is not that it's out of space. What it's really
out of is time. That part about Seattle being a desirable city? That's so true that the convention
center runs out of desirable dates. "All our prime dates are booked up solid," says Christison.

This is the crux of the argument-what Joncas calls the "load in, load out" factor. A convention not
only takes up its "official" days, it also fills the facility while it's moving in and moving out. "The
first three or so days are getting the convention and its exhibits set up. Then you have the three
days while the delegates are actually in town and the show occurs. And then you'll spend two
days taking it all down again," Christison explains. The prime reason the state convention center
exists is to rope those delegates in to spend out-of-town money with our in-town restaurants,
hotels, shops and shows. The "load in, load out" days are dead days from that economic
perspective.

Christison's expansion plans aren't primarily to lure bigger conventions here, but to get more
days out of the year by building a second center kitty-corner from the existing one, on top of the
existing downtown bus tunnel's Convention Place stop. "If we build a sister venue to the one we
have now, about the same size, we could have one in 'show' mode while the other is moving a
convention in or out. We could shuffle back and forth between the two to get maximum yield for
the available days-more bang for the buck."

A sister center could also combine with the current one to create enough space to keep those
"fabulous" local companies here. "Microsoft has told us in no uncertain terms that they would be
thrilled if we grew because it would make their lives a lot easier," Christison says. He's under no
illusion that doubling the center's space would double its return. "But it may well increase it by
two-thirds. And that's a great return on the investment. That's the philosophy behind this. It's not
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really a space race. We're not arguing the fact that some cities have made bad decisions in
overbuilding their convention centers. But if you are a city like Seattle that has strong destination
appeal, you're going to do well. We have pent-up demand-we don't have enough dates available
to deal with that demand."

Christison thinks the center can prove that-to the Legislature and anybody else necessary-in two
ways. One is a "lost business" study from the Convention & Visitor's Bureau that shows $1.7
billion in missed revenue since 2004 because the center was already booked or just too small.
The other is through a feasibility study delivered last February that "unequivocally confirmed the
attractiveness of Seattle as a convention destination" and said the expansion would be heavily
used, bringing 124,608 new visitors and 31 new out-of-town conventions annually here by 2018,
for a direct economic impact of $225 million that year. The report, by San Francisco-based
Economics Research Associates, adds: "A significant portion of the spending flows into the hotel
sector of the economy, and the hotel tax collections in downtown Seattle should total over $8

million per year in stable operations."

Hotels are the other key to the convention
business. Conventions need "big box"
hotels, not boutique inns. Conventions lust
after rooms in large blocks, preferably
spread among as few hotels as possible
located as close as possible to the
convention center. In Seattle, the Sheraton-
the city's largest-added a second tower in
2007 to total 1,258 rooms. Together with the
Westin, the Renaissance and the Grand
Hyatt, the city can offer more than 3,000 "big
box" rooms to convention-goers.

It won't be enough if the convention center
expands, however. "We'd probably be a little
light in terms of hotel rooms," Christison
says. "But at least one new 1,200-room
convention hotel is being planned a few
blocks away by R.C. Hedreen Co. That and
the Sheraton would bookend the center
nicely."

David Thyer, president of R.C. Hedreen,
confirms that his company-which has been
building hotels here for decades-plans to
develop the current site of the Greyhound
bus station. "We're hoping we can do it in
the same time frame as the expansion of the
convention center," Thyer says. "Obviously,
it would be tough in the existing market to
put up something of that scale."

http://seattlebusinessmag.com/print/article/trading-spaces

THE FACTS ON THE
CONVENTION BUSINESS

| CONVENTION CENTER ATTENDANCE )

Top 5 Washington State Convention & Trade Center Events:

[Ranked by attendance|

NORTHWEST FLOWER & GARDEN SHOW: 52,690
ASSOCIATION OF PACIFIC NORTHWEST QUILTERS: 12,000
WESTERN EXHIBITORS: 10,895
WASHINGTON STATE DENTAL ASSOCIATION: 8,500
GEORGE LITTLE MANAGEMENT: 7,500

TOTAL
YEAR® ATTENDANCE EVENTS
L0 ot eeedd Rl R eeRRRReRdi 430,771 467
2008 heddddbedddbiedbbbitdbbidddieed (82768 671
2007 o R eI e ReeR PR 398,555 601
2004 hbddbbbddddbibddbbitdbbiidbbiidd 497453 566

100,000 200,000 300,000 400,000 500,000

( BY THE NUMBERS )

Number of national conventions the
Convention Center hosted in 2008,
along with hundreds of local shows.

.......................................................................................................

$2, 165

The amount spent by
an average delegate
attending a national

or international
convention with a trade
show in Seattle.

Per day average
added to Washington’s
economy by out-
of-state delegates
attending events at the
Convention Center.

$627,000

Page 4 of 5

GAO Materials, Page 42



Trading Spaces

Like other downtown business leaders,
Thyer is puzzled by the last year's standoff
with the Legislature, which ended with the
state raiding the convention center funds

7/2/10 12:14 AM

[ THE COMPETITION )

Vancouver, B.C.
13,000 rooms
500,000 square feet

Even after the Washington State
Convention & Trade Center
expansion is complete in 2010,

http://seattlebusinessmag.com/print/article/trading-spaces

Seattle still faces tough competition
from other West Coast cities. " Seattle

5,000 rooms
357,440 square
feet of meeting and
convention space

while telling the center to redo its feasibility
study on expansion. The center's board
asked Gov. Chris Gregoire to veto that
requirement. "The language wasn't terribly
clear, and there wasn't an appropriation to
cover the cost of redoing the study," says
Christison.

San Francisco
15,000 rooms
898,092 square feet

Gregoire didn't veto that piece (and the center expects to have the revised study in hand for this
year's legislative session), but she did veto the $22 million draw from the center's funds, which
also became the target of a lawsuit by a group of hotels, which argue the draw is unconstitutional.
Meanwhile, the Legislature, which remains in desperate need of money, is also considering
revoking a 2 percent tax credit it granted the convention center over the last expansion.

"It looks like at this point the convention center is a pretty self-sustaining business," says Sen.
Tom. "Going forward, we want them to stand on their own." Overall, though, Tom says he
believes the convention center and the Legislature will come to an agreement this year. "We're
having very friendly conversations to work toward a mutually beneficial outcome. Obviously, the
convention business is very important to our region, and downtown Seattle is a great place to
come."

So let's keep it that way and get moving on a bigger convention center, says Joncas at the
Downtown Association. "We have the money. This is a time when we need jobs. We need
economic stimulation. Why doesn't the Legislature let us go ahead?" she asks. "To turn down
construction and jobs in times like these, it's hard to believe. With this coming legislative session
we're being given a second chance to get it right."

RETAIL & SERVICES

Source URL (retrieved on 07/02/2010 - 2:11am): http://seattlebusinessmag.com/article/trading-spaces
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Proposal would release convention center from state control

By Jim Brunner
Seattle Times political reporter

OLYMPIA &€” The Washington State Conwvention Center would be cut loose from state control under a proposal
moving through the Legislature, likely clearing the way for an expansion sought by Seattle tourism boosters.

Under the plan, the convention center would be governed by an independent public-facilities district, much like
Safeco Field.

The new entity &€” not the state Legislature &€” would get to decide whether to pursue a major expansion to the
convention center aimed at attracting more out-of-state visitors to downtown Seattle.

"We would be semiautonomous," said John Christison, president of the convention center.

The plan does not call for any new taxes for the general public. The convention center would simply get more control
ower its main funding source &€” taxes on hotel rooms in Seattle and King County. That would allow planning for an
expansion without interference from Olympia.

Last year, the Legislature balked at a proposed $766 million expansion at the site of Metro King County's Convention
Place Station, about a block from the current convention center. Lawmakers said they wanted more feasibility
studies before giving the project a green light.

Lawmakers have raided the convention center's hotel-tax accounts of more than $80 million over the past two years
to help balance the state budget. That angered Seattle hoteliers, who sued the state to challenge the fund transfers.

Despite the dismal economy, convention-center boosters want to be able to plan for the future without interference
from the Legislature.

"We think the expansion is the right thing to do. It's going to be a matter of timing and size," said Craig Shafer,
president of the Tourism Alliance of King County, and owner of Hotel Andra in Seattle.

Shafer is among the plaintiffs in the hoteliers' lawsuit against the state. They argued the taxes collected by the
convention center, a 7 percent tax on hotel rooms in Seattle, and 2.8 percent in the rest of King County, were
supposed to be dedicated to the convention center and tourism promation.

If the current proposal in Olympia passes, Shafer said the hoteliers will drop their lawsuit against the state.

Christison said any expansion plans would need to proceed with caution. While a project may no longer require
legislative permission, financing could still prove difficult.
"It's still a major question, and we would not just run right out and expand," Christison said.
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A construction project would depend largely on bonds repaid out of the hotel-tax collections, which have declined

with the economy. This year, those taxes will bring in an estimated $27.3 million, down from $35 million in 2008.

In exchange for its newfound freedom, the convention center would give up one slice of the hotel tax money it now
receives &€” a 2 percent sales tax on hotel rooms in Seattle, which brought in $7.6 million last year.

The convention center also would have to refinance $366 million in debt remaining from construction of the center's
last expansion in 2001, freeing up more borrowing capacity for the state.

Jim Brunner: 206-515-5628 or jbrunner@seattletimes.com

Copyright © The Seattle Times Company
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Permission to reprint or copy this article or photo, other than personal use, must be obtained from The Seattle Times.
Call 206-464-3113 or e-mail resale@seattletimes.com with your request.

State convention center expansion put on hold

By Jim Brunner
Seattle Times staff reporter

A proposed $766 million expansion of the Washington State Convention & Trade Center (WSCTC) is on hold for now,
after the Legislature balked at giving it a quick green light.

Backers of the expansion had asked for $15 million in local hotel taxes to move ahead with the design and to secure
an option on the land for the downtown Seattle project.

Instead, lawmakers offered $10 million, with strings attached. The Legislature's capital budget makes the money
available next July only if the WSCTC conducts studies on the feasibility and financing of the project and reports back
by the end of the year.

Lawmakers also demanded that the state-owned WSCTC work with business and union leaders to write up a plan on
how the expansion would create "full-time, stable, living-wage jobs" and "positive labor relations."

Meanwhile, lawmakers drained $22 million from the convention center's local hotel-tax account to balance the state
budget &€” on top of the $65 million they diverted last year for the same purpose.

Irritated by the Legislature's actions, the convention-center board met Thursday and decided to ask Gov. Chris
Gregoire to veto the $10 million appropriation along with the study requirements, according to WSCTC President John
Christison.

Christison said the convention center already has produced one feasibility study and it didn't make sense "to be forced
into doing these studies with no assurance that we are going to be able to move forward."

The convention center paid $90,000 for a feasibility report released in February, which said the expansion would be
"heavily used." The report by San Francisco-based Economics Research Associates, predicted the new building would
bring 30 new national conventions and 125,000 new visitors a year to downtown Seattle by 2017.

But state Sen. Rodney Tom, D-Medina, vice chairman of the Senate Ways & Means Committee, said lawmakers were
skeptical.

"Too often with these studies, the outcome is dictated by who pays for the study," he said. "What we're trying to do is
come in with no bias and say let's look at the real numbers."

The expansion proposal called for doubling the exhibit space at the WSCTC with a stand-alone new building atop King
County Metro's Convention Place Station. The project wouldn't require new taxes. It would be paid for out of the

http://seattletimes.nwsource.com/cgi-bin/PrintStory.pl2document_id...5072&zsection_id=2003956730&slug=conventioncenter01m&date=20090501 Page 1 of 2
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existing 7 percent tax on Seattle hotels (2.8 percent in the rest of King County.)

Seattle is far from alone in wanting a bigger convention center. Cities around the country are planning additions to gain
an edge in the increasingly competitive market.

The amount of total convention space nationwide has nearly doubled since 1989. That glut of space has left some
large centers struggling to fill its halls, even before the recession began to take its toll.

At WSCTC, the number of out-of-state visitors drawn to national conventions dropped to 130,000 last year, down from
180,000 in 2007, and the lowest number since 2002. Total attendance at the center has remained basically flat
compared with the years just before the last major expansion in 2001.

Nevertheless, the expansion has been enthusiastically backed by Seattle business leaders, politicians and labor
groups. Backers point out that even with the expansion, Seattle's convention center would remain relatively modest in
size.

The Legislature's action disappointed WSCTC supporters.

"It is regrettable. We hope that this is just a short delay," said George Duff, interim president of the Greater Seattle
Chamber of Commerce, who helped push for the original convention-center construction in the 1980s.

Christison said the expansion proposal will be back.

"We are disappointed and a little frustrated, but we are going to keep moving forward. We think it is a project worth
doing," he said.

Jim Brunner: 206-515-5628 or jbrunner@seattletimes.com

Copyright © 2009 The Seattle Times Company
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opened or expanded.

Shown clockwise from far left :

The Hyatt at Olive 8, the lobby of

the Sheraton Seattle Hotel, and

the main entrance to the
Four Seasons Hotel Seattle.
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WASHINGTON STATE CONVENTION CENTER

FISCAL 2009 ANNUAL REPORT
JULY 1, 2008-JUNE 30, 2009
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NET ANNUAL CASH FLOW TO STATE

Fiscal Years Ending June 30 (Dollars in Millions)

] 28 I\
525: / »28 $26.6
204 T TN 22.9
- $20.8 | $21.2 s20 |
n $19 $19.5
15
: v -
104 $13 5| $13.5
] o= akirt o
54 /./ $8.1 $7.1
1 $4.9
oE ............ k- Z0 U N S AP S NSRS (R KSR R _$_4_ ...............................................
= $0.65
1 s0.0
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Amounts include net cash contributions to state Convention Center fund and state general fund, after deducting all operating costs and debt service payments.
SOURCES USES
47% 25%
18% Total Net Cash Flow

Net Cash Flow Directly to State
General Fund from Center Activities
$65,308,000

to State!
$19,516,000

Operating Revenue
with Marketing Tax
$25,662,000

29%

Operating Costs

$23,180,000
35% ————46%
Hotel/Motel Tax Debt Service?
(Excluding Marketing Tax) and Minor Works
$49,457,000 $36,131,000

Fiscal year ended June 30, 2009

! Includes state general fund and state Convention Center fund.

2 Includes bond principal and interest, Certificate of Participation lease payments and a legislatively-directed payment from the Convention Center
account for minor works capital projects.
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CONVENTION CENTER CASH FLOW SUMMARY

Fiscal Years Ending June 30 (Dollars in Thousands)

2005 2006 2007 2008 2009
STATE CONVENTION CENTER FUNDS
REVENUE SOURCES
Hotel/Motel Tax'
(Excluding Marketing Tax and Including City Transient Tax) $37,081 $42,772 $48,364 $53,076 $49,457
Operating Revenue with Marketing Tax 18,765 24,932 25,665 24,989 25,562
Total Revenues 55,846 67,004 74,029 78,065 75,019
EXPENSES
Debt Service 29,666 29,662 29,6562 29,286 31,162
Minor Works? 635 627 2,032 1,372 4979
Operating Costs 18,092 19,847 20,994 23,193 23,180
Total Expense 48,393 50,126 52,678 53,851 59,311
Net Cash Flow to Convention Center 7,453 16,878 21,351 24214 15,708
STATE GENERAL FUND
Estimated Direct State Sales Tax on Delegate Spending 13,933 15,062 16,914 13,546 14,297
Cash Transfer from Convention Center 5,0003 5,1508 51508 12,5008 61,5008
Less Credit for City Transient Tax (7,918) (9,068) (10,224) (11,159) (10,489)
Net Cash Flow to General Fund 11,016 11,144 11,840 14,887 65,308
TOTAL NET CASH FLOW TO STATE $13,4684 $22,8724 $28,0414 $26,6014 $19,56164

' A hotel/motel excise tax authorized by the state Legislature is imposed on
room rates charged for lodgings of 60 units or more in Seattle and King County.
This tax is the primary source of payments for Center debt service, Certificate of
Participation lease payments and for marketing expenses incurred by Seattle’s
Convention and Visitors Bureau.

2 Minor works is appropriated by the Legislature for specific long-lived capital
expenditures (e.g. roof replacement, energy-efficient lighting fixtures and freeway
fire protection system).

3 Cash transfer of $5 million in March 2005, and $5.15 million in March 2006 and
March 2007, to the state general fund as approved by the Legislature. In 2008,
the Legislature transferred from the Center $4.5 million to the Tourism
Commission and $8 million to the Washington Housing Trust account. These
funds are appropriated from existing balances in the Center's capital fund. As a
result, this cash transfer increases the net cash flow to the state general fund,
but does not impact total net cash flow to the state for the fiscal year. $52 million
was transferred from the Center capital fund (O1V) and $5 million from the
Center operating fund (537) to the state general fund in June 2009. In addition,
$4.5 million was transferred to the Tourism Commission in fiscal year 2009.

4 Net cash flow to the state includes net funds minus expenditures generated by
the Center and the state of Washington portion of sales tax generated from
delegate spending.
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EVENT ATTENDANCE

Fiscal Years Ending June 30

300,000 —

352,932

(2]
<
0
o
N
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290,596

200,000 —

100,000

179,493
176,904
182,406

129,836
140,175

M Out-of-state guests attending international and national events.

M Local and regional guests attending all events.

ESTIMATED STATE SALES TAX RECEIPTS FROM DELEGATE SPENDING

Fiscal Years Ending June 30 (Dollars in Millions)

M Tax receipts from out-of-state guests attending international and national events.

W Tax receipts from local and regional guests attending all events.
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CASH FLOW TO LOCAL INSTITUTIONS
IMPACT OF THE CONVENTION CENTER (FORECAST)

King County (1989-2020) $102,960,108
City of Seattle (1989-2020) 72,271,344
Seattle School District (1989-2020) 14,786,604
Regional Transit Authority (1997-2020) 32,417,473
Arts and Culture Organizations (1997-2012) 9,170,747
Other Property Tax Uses (2001-2020) 11,779,643
TOTAL $243,385,919
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IMPACT OF CONVENTION CENTER ON KING COUNTY TAX RECEIPTS

ACTUAL FORECAST!
FISCAL YEARS 1989-2009 2010-14 2015-20

GENERAL COUNTY SALES TAX (0.15%)

Construction - Original ($114 million) $ 171,000

Construction - Expansion ($185.3 million) 277,950

Retail Sales - Delegates 3833624 $ 1,357,026 $ 1,816,135

Hotel Rooms - Delegates 1,863,693 569,472 762,136
KINGDOME TAX (2% on |Odgir1g)2 18,726,673 3617218 4,840,998
METRO TRANSIT SALES TAX (0.6% on lodging and 0.9% on other spending)3 19,628,693 10,420,037 13,945,352
CRIMINAL JUSTICE SALES TAX (0.1%)* 10,338,775 1,362,932 2,030,695
MENTAL HEALTH TAX (0.1%)° 215,413 904,683 1,210,756
PROPERTY TAX (Expansion and Eagles - $1.09772 per $1,000)° 2,033,838 1,297,132 1,735,978

KING COUNTY TAX RECEIPTS RESULTING
FROM CONVENTION CENTER DEVELOPMENT
AND OPERATIONS $ 57,089,559 $19,528499 $ 26,342,050

ESTIMATED CUMULATIVE TAX RECEIPTS
TO KING COUNTY, FISCAL 1989-2020 $102,960,108

192010-2020 forecasts adjusted for expansion and 2 percent annual inflation. NOTE: All estimated sales tax receipts in this table are based on spending

9 by Convention Center out-of-state delegates only.
Less the 70 percent used for the Arts and Culture Program.

82009 Combined Metro Transit Sales Tax equal to 0.6 percent on lodging and
0.9 percent on other spending. Regional Transit Authority (Sound Transit) tax
receipts are calculated on page 9, Impact of Convention Center on Regional
Transit Authority.

42008 Criminal Justice Sales Tax decreased from 0.3 percent to 0.1 percent.

5 The Mental Health Tax does not apply to delegate spending on lodging due to
rate limit in RCW 82.14.410.

6 ACT Theater receives an exemption as a non-profit performance facility. Eagles
Apartments received a historic preservation tax exemption through 2007.

EXCERPT FROM KINGDOME HOTEL TAX LEGISLATION

RCW 67.28.180, AS LAST AMENDED IN 1997

“(3)(a) Taxes collected under this section in any calendar year before 2013 in excess of five million three hundred thousand dollars shall only be used as follows:

(i) Seventy-five percent from January 1, 1992, through December 31, 2000, and seventy percent from January 1, 2001, through December 31, 2012, for art museums,
cultural museums, heritage museums, the arts, and the performing arts. Moneys spent under this subsection (3)(a)(i) shall be used for the purposes of this
subsection (3)(a)(i) in all parts of the county. (e) At least forty percent of the revenues distributed pursuant to (a)(i) of this subsection for the period January 1, 2001,
through December 31, 2012, shall be deposited in an account and shall be used to establish an endowment. Principal in the account shall remain permanent and
irreducible. The earnings from investments of balances in the account may only be used for the purposes of (a)(i) of this subsection.”

GAO Materials, Page 70



IMPACT OF CONVENTION CENTER ON CITY OF SEATTLE TAX RECEIPTS

FISCAL YEARS

ACTUAL FORECAST'
1989-2009 2010-14 2015-20

GENERAL SALES TAX (0.85%)
Construction - Original ($114 million)
Construction - Expansion ($185.3 million)
Retail Sales - Delegate Spending
PROPERTY TAX ($2.58127 per $1,000)?
Grand Hyatt Hotel ($133.3 million)
One Convention Place Office Tower ($104.4 million)
Less Taxes Paid on Previous Property Values

Eagles Building®

$ 969,000
1,675,050
32,274,062 $ 10916815 $ 14,610,201

2,927,257 1,826,815 2,444,865

2,362,680 1,431,610 1,915,820
(508,711) (240,595) (321,993)

12,683 32,453 43,432

CITY OF SEATTLE TAX RECEIPTS RESULTING
FROM CONVENTION CENTER DEVELOPMENT
AND OPERATIONS

$ 39,612,021 $ 13,966,998 $ 18,692,325

ESTIMATED CUMULATIVE TAX RECEIPTS
TO CITY OF SEATTLE, FISCAL 1989-2020

$ 72,271,344

1 2010-2020 forecast adjusted for expansion and 2 percent annual inflation.

29009 property tax rates decreased from $2.77365 to $2.58127.

8 ACT Theater receives an exemption as a non-profit performance facility. Eagles
Apartments received a historic preservation tax exemption through 2007.

NOTE: All estimated sales tax receipts in this table are based on spending by
Convention Center out-of-state delegates only.
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IMPACT OF CONVENTION CENTER ON SEATTLE SCHOOL DISTRICT TAX RECEIPTS

FISCAL YEARS

ACTUAL FORECAST!
1989-2009 2010-14 2015-20

PROPERTY TAX ($1.71741 per $1,000)
Grand Hyatt Hotel ($133.3 million)
One Convention Place Office Tower ($104.4 million)
Less Taxes Paid on Previous Property Values
Eagles Building ($2.3 million)?

STATE GENERAL FUND SUPPORT
FOR SEATTLE SCHOOLS?®

Sales Tax: Delegate Hotel and Retail Spending

Sales Tax: Construction

$2,033,823 $1,215445  $ 1,626,655

1,644,290 952,434 1,274,663
(357,417) (160,076) (214,234)
8,668 21,591 28,897
3,418,462 1,273,713 1,704,637
315,163 0 0

SEATTLE SCHOOL DISTRICT TAX RECEIPTS
RESULTING FROM CONVENTION CENTER
DEVELOPMENT AND OPERATIONS

$7,062,879 $3,303,107 $ 4,420,618

ESTIMATED CUMULATIVE TAX RECEIPTS TO THE
SEATTLE SCHOOL DISTRICT, FISCAL 1989-2020

$14,786,604

1 2010-2020 forecast adjusted for expansion and 2 percent annual inflation.

2 ACT Theater receives an exemption as a non-profit performance facility. Eagles
Apartments received a historic preservation tax exemption through 2007.

3 Approximately 1.865 percent of the state’s general fund is used to support

Seattle schools.

NOTE: All estimated sales tax receipts in this table are based on spending by
Convention Center out-of-state delegates only.
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IMPACT OF CONVENTION CENTER ON REGIONAL TRANSIT AUTHORITY TAX RECEIPTS

ACTUAL FORECAST!
FISCAL YEARS 1997-2009 2010-14 2015-20

SALES TAX (0.4% - 0.9%)2
Expansion Construction ($185.3 million) $ 741200
Delegate Spending 11,263,102 $ 8,729,842 $ 11,683,329

REGIONAL TRANSIT AUTHORITY TAX RECEIPTS RESULTING
FROM CONVENTION CENTER DEVELOPMENT AND OPERATIONS $ 12,004,302 $ 8,729,842 $ 11,683,329

ESTIMATED CUMULATIVE TAX RECEIPTS TO THE REGIONAL
TRANSIT AUTHORITY, FISCAL 1997-2020 $ 32,417,473

1 2010-2020 forecast adjusted for expansion and 2 percent annual inflation.

2 Effective April 1, 2009, and additional 0.5 percent was added to the RTA tax
bringing the total amount to 0.9 percent. However due to rate limit in RCW
82.14.410 the increase does not apply to delegate spending on lodging.

NOTE: All estimated sales tax receipts in this table are based on spending
by Convention Center out-of-state delegates only.
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IMPACT OF CONVENTION CENTER ON ARTS AND CULTURE ORGANIZATIONS TAX RECEIPTS

ACTUAL FORECAST!
FISCAL YEARS 1997-20092 2010-12 TOTAL
To Arts and Culture Organizations®* $4,5642,886 $1,421,247 $5,964,133
To Arts and Culture Endowment® 2,259,116 947,498 3,206,614
CUMULATIVE TAX RECEIPTS APPLIED BY
KING COUNTY TO ARTS AND CULTURE ORGANIZATIONS ¢ $9,170,747

! Forecasts adjusted for expansion, 2 percent annual inflation, and run until 2012
when the present statutory allocation ends.

? Revenues accrued prior to 1997 are not included in this table.

8 75 percent of amounts in excess of a Kingdome debt service base
($5.3 million) from 1992-2000 per RCW 67.28.180 (3)(a)(i).

470 percent of amounts in excess of a Kingdome debt service base
($5.3 million) from 2001-2012 per RCW 67.28.180 (3)(a)(i), less 40 percent
used to establish the arts and culture endowment.

540 percent of amounts distributed to arts and cultural organizations from
2001-2012 per RCW 67.28.180 (3)(e).

6 Amounts based on projected lodging expenditures by Convention Center
out-of-state delegates only.
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IMPACT OF CONVENTION CENTER ON OTHER PROPERTY TAX USES

ACTUAL FORECAST!
FISCAL YEARS 2001-20092 2010-14 2015-20

State School Fund ($1.96268 per $1,000) $3,891,068 $2,319,220 $ 3,103,861
Port of Seattle ($0.19700 per $1,000) 335,980 232,787 311,644
Ferry Levy ($0.05018 per $1,000) 22,5619 59,296 79,357
Flood Levy — King County ($0.09123 per $1,000) 40,942 107,803 144,275
Emergency Medical Services — EMS ($0.27404 per $1,000) 373,792 323,822 433,377

ESTIMATED CUMULATIVE TAX RECEIPTS FOR
OTHER PROPERTY TAX USES, FISCAL 2001-2020 $11,779,643

1 2010-2020 forecast adjusted for expansion and 2 percent annual inflation.

2 State School Fund, Port of Seattle and Emergency Medical Services taxes from
2001. Ferry and Flood Levies were added in 2008.

NOTE: All estimated sales tax receipts in this table are based on spending by
Convention Center out-of-state delegates only.
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OPERATING FUND (537) REPORT
Fiscal year ended June 30, 2009

CATEGORY 2009 BUDGET ACTUAL VARIANCE
REVENUE

Building Rent $ 4,100,000 $ 4,679,695 $ 579,695

Food Service 7,000,000 6,330,702 (669,298)
Parking 3,550,000 3,711,238 161,238

Facility Services 1,850,000 2,414,867 564,867

Retall 652,673 630,362 (22,311)
Marketing Hotel/Motel Tax 8,806,126 7,795,541 (1,010,5685)
TOTAL $25,958,799 $25,562,405 $ (396,394)
EXPENDITURE!

Salaries $ 7,566,443 $ 7,362,337 $ (194,106)
Benefits 4,110,791 3,647,317 (563,474)
Marketing (SCVB only) 7,573,268 6,704,159 (869,109)
Professional Services 97,000 199,478 102,478
Goods and Services 4,334,280 3,496,199 (838,081)
Utilities 2,287,017 1,870,474 (416,543)
TOTAL $25,958,799 $23,179,964 $ (2,778,835)
NET INCOME $ 0 $ 2,382,441 $ 2,382,441

1 Sales and marketing activities for the Convention Center are provided through
a contract with Seattle’s Convention and Visitors Bureau (SCVB) and through
internal Convention Center sales staff. Annual expenditures from Marketing
Hotel/Motel Tax revenues paid to SCVB for their services are reflected in the
expenditure item. Expenditures by Center sales staff are included in various

items such as Salaries, Benefits, Professional Services and Goods and Services.
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OPERATING REVENUES
TOTAL OPERATING REVENUE

Fiscal Years Ending June 30 (Dollars in Millions)

$30 —

& 5 @ S &
FEEEE il

2005 2006 2007 2008 2009

This statutory definition of operating revenue includes income from all Convention Center departments plus the
1 percent hotel tax for marketing, but excludes other hotel taxes received by the Center and direct sales taxes
paid by delegates.

BUILDING RENT REVENUE

Fiscal Years Ending June 30 (Dollars in Thousands)
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4,000 — 2 _
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FOOD SERVICE REVENUE (NET)

Fiscal Years Ending June 30 (Dollars in Thousands)
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RETAIL RENT REVENUE
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PARKING REVENUE

Fiscal Years Ending June 30 (Dollars in Thousands)
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ANNUAL OPERATING REVENUES - BUDGET VS ACTUAL

Fiscal Years Ending June 30 (Dollars in Thousands)
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ANNUAL OPERATING EXPENDITURES' - BUDGET VS ACTUAL

Ending June 30 (Dollars in Thousands)
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! Sales and marketing activities for the Convention Center are provided through a contract with Seattle’s Convention and Visitors Bureau (SCVB) and through internal
Convention Center sales staff. Annual expenditures from Marketing Hotel/Motel Tax revenues are reflected in the Marketing expenditure item. Expenditures by Center sales
staff are included in various items such as Salaries/Benefits, Professional Services and Goods and Services.

FISCAL BUDGET NOTE: The Convention Center operates within an overall biennial budget as approved by the state Legislature and a detailed annual budget approved
by the board of directors.
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INCOME STATEMENT
Fiscal Year Ended June 30, 2009

BUDGET TO ACTUAL AS OF JUNE 30, 2009 BUDGET 2009 2008
TOTAL OPERATING INCOME $17,1562,673 $17,766,864 $16,601,694
NON-OPERATING INCOME
Hotel / Motel Tax 47,034,082 46,763,890 50,304,645
Transient Rental Tax 10,337,114 10,488,752 11,158,690
Total Hotel Room Tax 57,371,196 57,252,642 61,463,335
Contribution of Capital 0 0 0
Total Non-Operating Income 57,371,196 57,252,642 61,463,335
Total Income 74,523,869 75,019,506 78,065,029
OPERATING EXPENSES
Personnel Costs 11,667,234 10,909,654 10,614,986
Marketing (SCVB only) 7,573,268 6,704,159 6,935,238
Professional Services 97,000 199,478 28,845
Non-Capital Equipment 45,000 44,086 64,661
Goods and Services 6,569,297 5,316,259 6,749,100
Travel 7,000 6,328 26,371
Total Operating Expenses 25,958,799 23,179,964 24,319,201
NON-OPERATING EXPENSES
Interest Expense 0 0 0
Depreciation Expense 8,200,000 8,226,864 8,320,690
Total Non-Operating Expenses 8,200,000 8,226,864 8,320,690
BOND INTEREST EXPENSE 16,200,000 16,138,562 12,810,418
TOTAL EXPENSES 50,358,799 47,545,390 45,450,309
NET INCOME $24,165,070 $27,474,116 $32,614,720
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COMPARATIVE BALANCE SHEET
Fiscal Year Ended June 30, 2009

ASSETS AS OF JUNE 30, 2009

CURRENT ASSETS

2009 2008

Petty Cash $ 46,100 $ 46,100
Cash and Cash Equivalents 35,203,938 79,473,116
Total Cash and Cash Equivalents 35,250,038 79,519,216
Accounts Receivable 32,331,604 4,253,659
Other Current Assets 1,441,816 1,573,832
Total Current Assets 69,023,458 85,346,707
PROPERTY, PLANT AND EQUIPMENT
Land 77,355,416 77,355,416
Furnishings and Equipment 22,878,310 18,154,424
Less Accumulated Depreciation (6,338213) (5,807,688)
Net Furnishings and Equipment 16,540,097 12,346,736
Building 379,328,224 379,328,224
Less Accumulated Depreciation (102,550,505) (94,964,091)
Net Building 276,777,719 284,364,133
Construction in Progress 28,530,123 20,995,000
TOTAL ASSETS $468,226,813 $480,407,992
LIABILITIES AND RETAINED EARNINGS AS OF JUNE 30, 2009
CURRENT LIABILITIES
Accounts Payable $ 1,694,875 $ 1,328,724
Interest Payable 256,786 318,503
Other Accrued Expenses 21,739,483 19,621,086
Operating Deposits Payable 2,493,887 5,063,597
Total Current Liabilities 26,085,031 26,331,910
LONG-TERM LIABILITIES
General Obligation Bonds 10,400,000 12,789,867
Zero Coupon Bonds 27,382,687 29,259,390
Other Long-Term Liabilities 216,907,315 191,572,609
Deferred Refunding Gain 141,603 176,987
Total Long-Term Liabilities 254,831,605 233,798,753
Total Liabilities 280,916,636 260,130,663
RETAINED EARNINGS
Retained Earnings, Prior 221,336,060 200,162,609
Retained Earnings, Contributions Tourism (4,500,000) (4,500,000)
Retained Earnings, Contributed Funds (57,000,000) (8,000,000)
Retained Earnings, Current 27,474,117 32,614,720
Total Retained Earnings 187,310,177 220,277,329
TOTAL LIABILITIES AND RETAINED EARNINGS $468,226,813 $480,407,992
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SOURCES AND USES OF FUNDS

Fiscal Year Ended June 30, 2009

OPERATIONS CAPITAL

BEGINNING CASH BALANCE JULY 1, 2008 $16,905,813 $62,667,303
Fund Revenue 2,382,441 49,457,101
BALANCE SHEET ITEMS AFFECTING CASH AND NET INCOME
Other Assets 2,465,247 (30,411,174)
Land 0 0
Buildings 0 0
Improvements 0 (4,659,180)
Furnishings and Equipment (64,708) 0
Construction In-Process 0 (7,535,122)
Accounts Payable 259,401 6,750
Other Short-Term Liabilities 24 477 2,093,920
Operating Deposits Payable (2,569,710) 0
Long-Term Liabilities (18,826) 3,722,158
Bonds Payable 0 (4,266,570)
Deferred Refunding 0 (35,385)
Expansion Financing 0 21,612,649
Funds Transferred to Other Agencies (5,000,000) (66,500,000)
Retained Earnings Prior Year 9,541 1,049,190
Bond Debt Interest 0 (16,291,377)
Total (4,894,578) 91,214,141)
NET DECREASE IN CASH (2,512,137) (41,757,040)
CASH BALANCE AS OF JUNE 30, 2009 $14,393,676 $20,810,263
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NOTES TO FINANCIAL STATEMENTS

NOTE 1:
DESCRIPTION OF BUSINESS AND ACCOUNTING POLICIES

These financial statements reflect a summary of transactions
affecting the combined convention center capital fund and
convention center operating fund for the capital development
and operation of the Washington State Convention Center
(Center).

Legislation enacted in 1982 authorized the formation of a public
nonprofit corporation, an instrumentality of the state, to construct
and operate a convention and trade center in the city of Seattle.

An excise tax is imposed on room rates charged by lodgings
of 60 units or more in Seattle and King County. This tax is the
primary source of payment for debt service and for marketing
expenses. The current rates are 7 percent within Seattle and
2.8 percent for the balance of King County.

As of January 1, 2000, 2 percent of the existing state sales tax
on such larger lodgings of 60 units or more inside the Seattle city
limits is being collected on behalf of the Center to pay for debt
service of the expansion project. This transient lodging tax will
remain in effect until 2020, when the Center debt is eliminated.

The Office of the State Treasurer acts on behalf of the Center
in all activities involving management of cash and investments,
including debt service on outstanding bonds.

The Center received private contributions for promotional hosting.
These amounts are deposited in the Center's hosting account,
under control of the board of directors, and are not included in
these statements.

The Center has been designated as an enterprise fund. Such
state funds are used to account for operations financed and
operated in @ manner similar to private business. As an enterprise
fund, the Center uses the accrual method of accounting,
recognizes fixed assets and prepares a balance sheet and
income statement. To accomplish this accounting task, the Center
utilizes an internal accounting system from which these
statements are produced. This is in addition to the state—
mandated accounting and payroll systems. The state auditor does
not render an opinion on the results of operations reflected in
our independent financial statements. The auditor does, however,
audit the Center in conjunction with all other state agencies and
renders an opinion, under separate cover, based on the operation
as reflected in the state accounting system.

Depreciation is recorded using the straight-line method, as
prescribed by the state Office of Financial Management (OFM),
employing the following standards for useful lives:

Asset Useful Life
Building and Improvements 600 months
Air Conditioning Equipment 1566 months
Vehicular Equipment 120 months
Furniture and Fixtures 120 months
Communications Equipment 84 months
Data Processing Equipment 72 months
Vehicles, All Other Equipment 60 months

Depreciation is based on the capitalized building amount of $379
million for fiscal 2009.

CHANGES IN PROPERTY, PLANT
AND EQUIPMENT FOR FISCAL 2009

Fiscal 2008 Additions Deletions Fiscal 2009

Furnishings

and Equipment $18,164,424 $4841518  $117,632 $22,878310
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NOTE 2: CASH AND INVESTMENTS

The Office of the State Treasurer manages Center cash and
investments. Interest earned on cash in Center funds remains
under the jurisdiction of the state treasurer. Interest earnings,
estimated to be over $2.5 million in fiscal 2009, are neither
credited to the Convention Center funds nor available to expend.

NOTE 3: TENANT LEASING AGREEMENTS

The Center leases building space to various retail tenants.

A total of 18 retail leases provided revenue of $618,207 in fiscal
2009. Original lease contract terms will expire within one to three
fiscal years for many of the retail tenants. It is not known if
options to extend terms will be exercised. Based on 16 current
retail leases, future minimum rental payments required for four
succeeding fiscal years are:

2010 621,315
2011 627,528
2012 633,803
2013 640,145
TOTAL $2,522,791

NOTE 4: REFUNDED LONG-TERM DEBT

To date, the following Center debt has been defeased through
the issuance of the following advance refunding bonds:

Refunded

Proprietary Bond Issue Amount Refunding Debt
Bond Type Refunded Refunded Bond Debt Outstanding
G.0. AT-6 $ 910,000 $ 950,000 $ 915,000
G.O. R-89C-AT-1 70,770,000 78,375,000 0
Zero—

Coupon AT-b 15,346,428 25,026,467 25,026,467

R-90A,

G.O. AT-3 4,910,000 4,935,000 0
G.0. R-92A 19,665,000 19,030,000 10,720,000
G.O. AT-6 1,075,000 1,080,000 0
G.O. R-92C 6,255,000 6,195,000 0
G.0. AT-8 1,795,000 1,850,000 1,335,000
TOTAL $120,626,428 $137,441,467 $37,996,467

NOTE 5: LONG-TERM DEBT AUTHORIZATION

The Center's long—term debt outstanding at June 30, 2009
consisted of the following:

Balance

Interest Original Outstanding
Long-Term Rates Maturity Principal as of
Debt Issue (Percent) Dates Balances FYE 2008
AT-8 48-70 7/96-7/15 $2,835000 $ 0
AT-6 3.756-6.375 9/93-9/11 5,620,000 795,000
AT-5 6.55-7.1 8/97-8/12 21,343,610 3,257,790
R-98A
(AT-6 Refunding) 425-50 1/98-7/12 970,000 915,000
R-93A (R-89C and
AT-1 Refunding) 35-5.756 9/93-9/07 78,375,000 0
R-97A
(AT-5 Refunding)  5.825-5875 7/15-7/19 25026467 25,026,467
R-2000A
(R-90A and
AT-3 Refunding) 4625-565 1/00-1/08 4,935,000 0
R-2001A (R-92A) 45-90 9/01-9/12 19,030,000 10,720,000
R-2002A
(AT-6 Refunding) 3.0-60 9/02-9/05 1,080,000 0
R-2002A
(R-92C Refunding) 30-60 9/02-9/06 6,195,000 0
R-2004A
(AT-8 Refunding) 2.0-50 1/04-7/15 1,850,000 1,335,000
TOTAL $42,049,257
Certificates of ~ 4.125—-  7/02-
Participation 5,625 6/23 $248,675,385 $195,328,717
Accreted
Interest,
0-Coupon
Bonds n/a n/a n/a 38,050,949
TOTAL $ 233,379,666

Long—term debt service requirements, payable by the Center, for
the next five fiscal years and to maturity are as follows:

Principal Interest Total
2010 $ 20,738,921 $ 12,697,500 $ 33,436,421
2011 21,615,782 11,807,443 33,423,225
2012 22,600,512 10,857,001 33,357,513
2013 23,416,291 9,873,679 33,289,970
2014 27,965,000 6,177,509 34,142,509
Thereafter 121,141,468 77,577,228 198,718,696
TOTAL $237,377,974 $128,990,360 $366,368,334
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NOTE 6: LEASE COMMITMENTS

In February 1997, the Center entered into a 30-year lease
agreement with the city of Seattle for the 665-stall Freeway Park
garage. Under this agreement, the Center paid debt service on
the $1.3 million of city bonds outstanding at the time, with the
final debt service payment made in June 2002. In accordance
with the lease agreement, funds for a capital reserve account not
to exceed $500,000 with annual maximum payments of $20,000
was set up, with the Center is responsible for all repairs and
maintenance. The capital reserve account payment for fiscal
2009 was $20,000. Future expected capital reserve account
payments required for four succeeding fiscal years are:

2010 $20,000
2011 20,000
2012 20,000
2013 20,000
TOTAL $80,000

NOTE 7: RISK MANAGEMENT

As a state agency, the Center is self-insured through a state risk
management pool. This pool's actuarial base is independently
calculated from the state’s experience rates and permanent
assets. The state, as required by GASB10, defines its actuarial
methods and calculations in the state CAFR for all agencies and
does not provide this information by agency. The Center has first
dollar coverage up to a maximum of $5 million for general liability
and $2 million for vehicle liability. The Center also purchases
insurance policies outside the risk management pool to provide
coverage for art collections, an umbrella policy for liability
coverage above $5 million, and liability coverage for the board

of directors.

NOTE 8: EMPLOYEE PENSION PLANS

In December 1985, the board of directors adopted an Employee
Pension Plan. This plan is offered to employees not covered
under the Washington State Department of Retirement Systems
Plan or the Convention Center Labor Council Agreement.
Effective participation began with the August 10, 1986 payroll
and has two elements:

1. A Convention Center basic contribution of 5 percent based on
compensation; and

2. A 401(k) plan, permitting employees to defer up to 12 percent
of their salary, with a 50 percent match by the Center of up to
6 percent of salary.

3. The Center's board of directors authorized a 457 deferred plan
in 2008. This 457 plan does not require the Center to provide
a basic contribution for its employees. The plan is open to all
non-Convention Center Labor Council employees.

The Center’s contributions to the plan amounted to approximately
$203,834 for fiscal 2009. Plan assets at June 30, 2009 totaled
$4.31 million.

Pension plans within the Convention Center Labor Council
Agreement vary with each member union. Contributions are made
in accordance with negotiated labor contracts and generally are
based on the number of actual or compensated hours worked,
depending on job classification. The Center’s contributions to the
various plans for the benefit of represented staff amounted to
approximately $621,004 for fiscal 2009.

NOTE 9: COMMITMENTS

In fiscal 2003, the state legislature transferred $5 million for

the state’s general fund in each of fiscal years 2004 and 2005,
which was paid out of the Center's capital fund (O1V). In addition,
the 2005 state legislature transferred $5.15 million to the state’s
general fund for fiscal years 2006 and 2007, which was paid out
of Center's capital fund (O1V).

In 2007, the state Legislature passed bill 1276 to create the
Washington Tourism Commission. To fund this commission, $4.5
million annually will be transferred from the Center's capital fund
O1V. However, before funds can be transferred, adequate cash
reserves must be met; including funds for existing debt service,
debt service for acquisition, design and $6,150,000 per year for
annual maintenance and facility enhancement. This amount will
increase by 9 percent annually. In each of fiscal years 2008 and
2009, $4.5 million was transferred to the Washington Tourism
Commission.

In fiscal 2008, it was mandated by legislation that $8 million be
transferred to the Washington Housing Trust account from the
Center's capital fund (O1V). This transfer occurred in April 2008.
In addition, this legislation transferred $52 million from the
Center's capital fund (O1V) and $5 million from the Center's
operating fund (637) to the state's general fund in June 2009.

In fiscal 2007, the state Legislature authorized the purchase of
the Museum of History and Industry (MOHAI) property and
renovation for $58 million, plus financing costs, to be financed
with COPs. The MOHAI property is located within the existing
footprint of the Center on 8th Avenue and Pike Street. This
acquisition, to be known as The Conference Center, will add a
total of 138,610 square feet, including 71,000 square feet of
meeting and exhibition space. The completion date for the
renovation of The Conference Center is June 2010.
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Washington State
Convention Center

at cormvention place

The governor appoints the nine members of the Washington State Convention Center's board of directors. The board meets six
times each year on a bi-monthly basis.

2

' Frank K. Finneran

Chairman and Chief Executive Officer

Appointed to the WSCC board of directors in 1988, Finneran served as board treasurer from
1995 until becoming chairman in 2003. He is president and chief executive officer of Frank K.
Finneran & Co., consultants to the hospitality industry. Finneran has over 30 years experience
in hotel management, development and consulting, including sening as manager of the
Olympic and Westin Hotels in Seattle, the Plaza in New York, as managing director for the
deweloper of the 840-room Seattle Sheraton and as chief operating officer of the Space Needle
Corporation. He is twice past president of the Washington State Hotel and Motel Association
and a past president of the Seattle-King County Convention and Visitors Bureau. Finneran has
received numerous honors for his contributions to the hotel industry and the community,
including recognition as Washington’s Hotelier of the Year.

Deryl Brown-Archie
Vice Chair

Brown-Archie joined the Convention Center board in 2000 and became vice chair in 2003. She
is a tribal attorney for the Muckleshoot Indian Tribe, focusing on business operations. She
spent several years as corporate counsel in the insurance industry and most recently served
as General Counsel for KPS Health Plans in Bremerton, Washington. Her civic involvement has
included the Municipal League of King County, senice as past president of the Seattle
Women's Commission, and Loren Miller Bar Association. Affiliations include The Links, Inc. of
Greater Seattle, the Junior League of Seattle, Association of Blacks in Healthcare, Northwest
Kidney Center, NAACP, Urban League, and Washington Association of Health Care Attorneys.

Robert J. Flowers
Treasurer

Flowers' 34-year career with Washington Mutual began as a loan representative and ended with

! his retirement as Senior Vice President of Community Lending and Investment in January

2005. Flowers is extremely active in public and community affairs on a national, regional and
local basis. He currently serves as Chair of the KCTS television board and Co-Chair of the
Plymouth Housing Group capital campaign. He is Chair of the African-American Heritage
Foundation, past Chair of Seattle Sports Commission and has served on several other boards

and committeeé Raom Qgippaﬂa,\sﬁagjgné\%tual, Flowers worked in the Seattle Mayor's
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Office and for the Washington State Multi-Senice Center. He also served as a captain in the
Army Signal Corps.

Rick S. Bender

Bender has been president of Washington State Labor Council, AFL-CIO since March 1993
and a member of the Convention Center board since 1995. He also serves as a member of the
Workforce Training and Education Coordinating Board and the Washington Council on
International Trade (ex officio). Bender is a former Washington state legislator, having served
ten years in the House of Representatives and eight years in the Senate.

Susana Gonzalez-Murillo

Appointed to the Convention Center board in 2003, Gonzalez-Murillo is a vice president at U.S.
~ Bank, sening as country manager for Latin America, Canada, Spain and Portugal. She has
worked in the local banking industry since 1979, joining U.S. Bank’s International Banking
Division in 1993. She is currently the President of the U.S./Mexico Chamber of Commerce and
a board member of the Centro Mexicano of the state of Washington. Gonzalez-Murillo has
sened as a board member of the World Trade Club in Seattle and the Mayor's Sister City
Council. She has also been inwlved with the Hispanic Chamber of Commerce, Women in
International Trade, Green River Community College’s business department advisory board and
is a past-president of the Northwest Letter of Credit Committee.

Jerome L. Hillis

Hillis began his career in Washington D.C. with the United States Justice Department. In
January 1969, he started his own law firm and began focusing his practice on real estate, land
use and environmental law. Hillis has coordinated real estate and land use issues involving
numerous large development projects. He received recognition as one of the "Super Lawyers"
in Washington by the publication Washington Law and Politics. Hillis is a past president and
member of the board of trustees at Whitman College and has been active in several
professional and community organizations, including the Washington State Independent
College Associations, the Pacific Real Estate Institute, the Downtown Seattle Association and
the Municipal League board of trustees. He has served on the Convention Center board since
2003.

+% J. Terry McLaughlin

Gowvernor Locke appointed McLaughlin to the Convention Center board in March 2004. He
ﬁ served as Executive Vice President with the Basketball Club of Seattle for twelve years, before

retiring in 2008 AVAC, hlin's duties with th b included managing administrative functions,
: nng | (ﬁ\&‘ﬁaerlé“s, lclgee8§u inetd ging n ! !
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',' s government relations, human resources, information technology, Key Arena operations,
concessions and retail. Prior to joining the Sonics and Storm, he was the Deputy Director of

the Seattle Center, where he was responsible for negotiating major business contracts,

including the Key Arena and Benaroya Hall developments. He is a past member of the board of

directors of the Seattle-King County Convention and Visitors Bureau and a current member of

the board of directors for the Seattle Aquarium Society.

Harry G. Sladich

Sladich currently senes as President and CEO for the Spokane Regional Convention and
Visitors Bureau, responsible for economic development and marketing of the Spokane Region
as a convention and tourism destination. A native of Spokane, Washington, Sladich has been
an active participant in the hospitality industry since 1979. He began his career at the former
Sheraton Hotel in Spokane, now the Doubletree City Center. His marketing and management
skills were honed as President and Owner of Hospitality & Senices Marketing, eventually
merging his business with GuestMark International In 1990. In 1999 he returned to the hotel
industry as Vice President, Sales & Marketing and eventually became the Regional Operations
Manager for Sterling Hospitality Management. He was named President and CEO of the
Spokane Regional Convention and Visitors Bureau in 2005.

Karen Wong

Wong joined the Convention Center board in 2000. She is general counsel for United Savings
and Loan Bank and co-chair of the diversity committee of Business Law Section. She is active
in the community at large and in Seattle's Asian community. Wong sernves on the Virginia
Mason Medical Center board of governors, as president of the Robert Chinn Foundation, and as
a member of the Law Fund Board. She is an active member of the Rotary Club of Seattle,
Seattle Art Museum Guild, and the Rainier Club. As president of the Robert Chinn Foundation,
Wong headed a capital campaign to build an Asian Resource Center for the Seattle
community, which opened in the International District in September 1994.

siterneterabulh
565,630
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The Honorable Bob Ferguson June 23, 2010
Chair, King County Council

Room 1200

COURTHOUSE

Dear Councilmember Ferguson

Enclosed is an ordinance concerning the Washington State Convention Center transition from a
state governed public corporation to a public facilities district charted by King County and
governed by appointees from Washington State, City of Seattle, and King County. This
ordinance would create the new public facilities district and would authorize the appointment
of a board of directors.

This ordinance implements Substitute Senate Bill 6889, passed by the Washington State
Legislature in 2010, which authorizes King County to create a public facilities district to own
and operate a trade and convention center. In addition, the bill established requirements for the
transfer of the property of the public non-profit corporation Washington State Convention
Center to any newly created public facilities district. One requirement of the bill is that any
transfer of property must occur by June 30, 2011. The Washington State legislature passed this
bill to provide the Convention Center greater independence and control over its revenues, and
makes possible consideration of future Convention Center expansion.

Since the Washington State Convention Center opened in 1988, it has exceeded the mandate of
the Legislature to provide economic and civic benefits for the people of the state of
Washington and has become an engine for economic activity for the region. Over the last 22
years, spending by out-of-state delegates attending events at the Washington State Convention
Center exceeded $3.4 billion. In 2009 alone, the Convention Center attracted more than
140,000 national and international guests who added an average of $662,000 per day to
Washington’s economy. Additionally, the Convention Center hosted events for over 290,000
local and regional guests in 20009.
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The Honorable Bob Ferguson
June 23, 2010
Page 2

By creating the public facilities district, we can keep supporting the work of the Convention
Center, which is needed now more than ever, and facilitate the orderly transition of the
organization so that it is satisfies the requirements of the state enabling legislation. Creation of
the district will result in continued economic and civic benefits to the citizens of King County
and the state of Washington.

Sincerely,

Dow Constantine
King County Executive

Enclosure

cc: King County Councilmembers
ATTN: Tom Bristow, Chief of Staff
Anne Noris, Clerk of the Council
Fred Jarrett, Deputy County Executive, King County Executive Office (KCEQ)
Sung Yang, Director of Government Relations, KCEO
Dwight Dively, Director, Office of Management and Budget & Office of Strategic
Planning and Performance Management
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