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EXECUTIVE SUMMARY

I. INTRODUCTION

The Massachusetts Convention Center Authority (the MCCA) was

formed in 1982 in order to acquire and operate two facilities now known

as the John B. Hynes Veterans Memorial Convention Center (the Hynes) and

the Boston Common Parking Garage (the Parking Garage). The intention of

the legislation forming the MCCA was to cause to be developed within

Massachusetts a facility with the capacity to service major national and

international conventions which would attract nonresident visitors to

Massachusetts thereby developing substantial revenues for the

Commonwealth and furthering overall economic development. By including

the Parking Garage with the Hynes under the MCCA, it was intended that

the net cash generated by the Parking Garage would provide a subsidy for

operating losses that were expected to arise at the Hynes.

The MCCA has had over the course of its existence substantial

credibility problems, including substantial cost overruns associated

with the reconstruction of the Hynes, lengthy delays in completing that

project, a subsequent costly contract litigation over the construction

and renovation, nationally known customer dissatisfaction with events at

the Hynes, an inadequate marketing program, deterioration of the Parking

Garage necessitating a renovation estimated to cost as much as

$35,400,000 with the expected loss of any cash flow subsidy from it, and

a substantial annual operating loss. The Commonwealth is annually
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subsidizing almost $22,000,000 from its general fund on the debt-service

payments of the MCCA, and, without the cash flow of the Parking Garage,

will be required to fund an operating loss likely to exceed $6,000,000

per year. Despite these problems, recognition is given to the

achievements of management and staff at MCCA in reversing its customer

dissatisfaction problems and in putting its service on a par with the

best convention centers in the country.

Tourism, generally, and the convention business, in particular,

are critical aspects of the Massachusetts economy and its rejuvenation.

A stronger tourism industry means more jobs and more tax revenue for the

Commonwealth. Now is the time to re-establish confidence in the Hynes

so that it can play the prominent role expected of it. This report

addresses problems of many kinds affecting the Hynes and the Parking

Garage. It makes specific recommendations for their solution which will

move the Hynes forward as a substantial net revenue generator for the

Commonwealth.

II. ECONOMIC IMPACT

For each of calendar years 1988, 1989 and 1990, MCCA management

commissioned Bell Associates Inc. of Cambridge, Massachusetts, to

provide studies to the MCCA of the economic impact of the Hynes upon the

Commonwealth of Massachusetts. The 1990 Bell Study concludes that the

Hynes generated direct and indirect economic impact of $678,810,628

arising out of convention visitor spending and state and local taxes
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aggregating $47,361,965. It is a conclusion of this study that such

economic impact was $425,556,974 and such taxes $24,223,221 and that the

Bell Study overstates the hotel room nights used by Hynes visitors by

almost 200%.

This study recommends that MCCA management and the Greater Boston

Convention and Visitors Bureau (GBCVB), accurately track hotel room

usage and that marketing plans specifically be geared to achieving

levels of economic and tax impact flowing from levels of hotel room

usage.

III. OPERATING DEFICIT

While the Hynes operates at a substantial operating deficit, this

report gives examples of major convention centers which operate at a

profit or an operating loss much smaller than that of the Hynes, thus

refuting the idea that all convention centers must be loss leaders.

Recommendations are made for improving operating efficiencies,

increasing ancillary sources of revenue and adopting sound business

practices employed in publicly and privately managed convention centers

with the goal of dramatically closing the gap between operating revenues

and expenses of the Hynes.
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IV. THE PARKING GARAGE

This study concludes that MCCA management has not employed sound

business practices in managing the operations of the Parking Garage, has

not proven itself expert in the effective management of major

cxanstruction projects as demonstrated by its experience with the Hynes

renovation, and has not addressed the structural problems of the Parking

Garage in a timely fashion. Similar facilities operate with fewer staff

at a greater efficiency and profit margin. The recommendation is made

that proposals be sought immediately for the renovation, financing and

operation of the Parking Garage by private firms with the skills and

experience necessary for the timely implementation of that project.

Experience dictates that the MCCA should never have been involved in the

construction business. Given the unique circumstances of underground

parking facility renovation, experts in the field should be retained.

V. MARKETING

The Marketing function associated with bringing convention-like

events to convention centers is most ordinarily performed by the the

convention and visitors bureaus (CVB) in the related cities. The CVB is

comprised of local hotels, restaurants and retailers who have the

greatest vested interest in successful marketing of the Hynes. The

business of the CVB is bringing large numbers of tourists to a locale

and conventions represent high concentration of travelers. Therefore,

it is logical to delegate the authority to the GBCVB to market and book
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business which it is ideally suited to attract for the Hynes. The GBCVB

is currently devoting substantia] resources toward marketing Boston

convention facilities therefore placing the long term marketing

responsibility with GBCVB, eliminates a duplication of the process at

the Hynes. The Hynes, which filled over 450,000 hotel rooms in 1990, is

projected to fill barely 300,000 in 1992. Moreover, event planners are

historically accustomed to looking to the convention and visitors bureau

to act in this capacity. The Hynes and the GBCVB have not coordinated

their activities similarly.

It is recommended the the Hynes contract with the GBCVB to market

and book all convention-like events to arise 18 months or more in the

future and that only the GBCVB have the authority to book the Hynes for

any event to occur in that period. In this connection, it is further

recommended that the Hynes pay the GBCVB $400,000, annually, for that

function in order for the GBCVB to employ additional staff required for

that purpose.

VI. OPERATIONS

During the course of this study several areas were identified at

the Hynes where dollars can be saved. For example, changing overtime

staffing to save upwards of $300,000 and establishing a business center

which could earn over $50,000. In this connection, it is recommended
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that a full operations audit be conducted, that best demonstrated

operating practices be employed, and that increasing ancillary revenues

be pursued. Moreover, each major contract which the MCCA intends to

enter should be reviewed well in advance and very carefully by the MCCA

board before it is awarded to obtain the very best quantity and quality

services at the most advantageous prices. Finally, while it is

recommended that current management at the Hynes be kept in place, it is

emphasized that they focus solely on the overall day to day operations

of the Hynes.

VTI. CONCLUSION

The purpose of this study is to establish a business plan for the

MCCA to be reviewed by the board members of the MCCA, the Legislature,

Hynes management, and, most importantly, the citizens of Boston and the

Commonwealth. The report makes several specific recommendations,

principal among them are that 1) there be solicited immediately

proposals from private firms for the renovation, financing and operation

of the Parking Garage, 2) the MCCA delegate to the GBCVB on a

contractural basis the long-term marketing and booking of the Hynes, and

3) current management be kept in place at the Hynes solely for the

performance of the day to day operations and short term marketing and

booking of the Hynes. Ongoing management review would be conducted by

the MCCA board. If a determination is made that management objectives

are not being met, steps shall be taken for the expeditious

privitization of all significant management functions.
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The criticisms in this report are intended to benefit the MCCA and

to highlight several areas that need improvement. This report

recommends that the current Hynes management continue to perform the

services that they perform best and recommends relieving them of duties

and functions that they either perform poorly or should not be in the

business of performing.

The importance of increasing tourism in the Commonwealth and the

role of the Hynes in bringing visitors to Massachusetts cannot be

over-emphasised. This study intends to set forth a blueprint of the

plan to establish the credibility of the Hynes, and to restore

confidenoe in Massachusetts, Boston and the Hynes to make them among the

very best convention sites in the United States.
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I. INTRODUCTION

The Massachusetts Convention Center Authority (the MOCA) was

formed in 1982 in order to acquire and operate two facilities now known

as the John B. Hynes Veterans Manorial Convention Center (the Hynes)

and the Boston Cannon Parking Garage (the Parking Garage) . The

intention of the legislation forming the MOCA was to cause to be

developed within Massachusetts a facility with the capacity to service

major national and international conventions which would attract

nonresident visitors to Massachusestts thereby developing substantial

revenues for the Commonwealth and furthering overall economic

development. By including the Parking Garage with the Hynes under the

MCCA, it was intended that the net cash generated by the Parking Garage

would provide a subsidy for operating losses that were expected to

arise at the Hynes. It is well known that the Hynes and its problems

have been a subject of great interest and diverse points of view for a

considerable period of time. In order for the Hynes to become a

premier convention center and a major component in the building of a

stronger and more vibrant tourism industry contributing to the creation

of more jobs and tax revenues in the Commonwealth, its problems must be

addressed openly and solved. This study has been prepared in the

service of that objective. In this connection, this study will examine

the economic and tax impact of the Hynes on the Cccmonwealth as well as

its marketing and operating functions. Based upon that examination,

this study will make reconmendaticns regarding improving the

performance of those functions. The greater part of this study is

concerned with the Hynes. Matters relating to the Parking Garage are
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addressed in Section IV. Before settting forth the specific facts

relating to the Hynes, it is useful to have a broad understanding of

the convention business and the vigorous competition existing in it.

What follows is a general discussion of the convention business and the

position of the Hynes in that context.

Convention centers are uniquely created to house several

different kinds of events attracting large numbers of visitors;

cxaiventions, trade shows, gate shows and public events. Conventions

are designed to attract people linked by a particular interest, usually

professional one, who gather to exchange ideas and information. Trade

shows are designed to attract sellers and buyers of products and goods

who gather to exchange information and to make orders to buy and sell

those products and goods. Convention and trade shows are often, yet

need not be, linked together in order to cater to the widest interests

of the visitors to those events. A convention or a trade show can be

viewed as being local, regional or national in character, the important

consequence of which is whether visitors will be coming sufficiently

far as to need hotel lodging and restaurant and other facilities. A

gate show is either a single or multiple-day event for which visitors

pay an admission charge, examples of which are a car or boat show, a

home owners show or a prize fight. Visitors to these events are most

ordinarily local, while, exhibitors or participants may be from out of

the area. Public events are opportunities for the local community to

use the convention center, an example at the Hynes being First Night.

The business for which convention centers compete most vigorously are
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large national conventions and trade shows as they attract the largest

number of out-of-town visitors to the host city thereby generating

hotel, restaurant and other spending which results in the tax revenues

convention centers are intended to stimulate.

The "Tradeshow Week 1990 Major Exhibit Hall Directory" states

that, between 1982 and 1990, the number of facilities having 25,000

square feet or more of exhibit space in the United States and Canada

grew from 259 to 332, there is a total of 51,956,832 square feet of

exhibit space in the United States and Canada, and the average facility

has 156,496 square feet of exhibit space and an additional 20 meeting

rooms having 42,217 square feet of space. New facilites and planned

expansions of existing facilities will add 8,584,634 square feet of

exhibit space by the end of 1996. The largest of these facilities is

the McCormick Place Complex in Chicago, Illinois, having 1,873,283

square feet of space, which is being expanded to 2,650,000 square feet

of space by the end of 1993. There are 69 hotels offering 25,000

square feet or more of exhibit space, 14 offering 100,000 square feet

or more, the largest being the Concord Hotel, in Kiemesha Lake, New

York, having 218,480 square feet of exhibit space. The Hynes has

218,000 square feet of exhibit space and is ranked as the 52nd largest

United States convention center, and, in addition, has 45 meeting rooms

having 94,000 square feet of space.

3



Important factors in evaluating the potential of a particular

convention facility for an event include the following:

-flat, contiguous floor space area

-ease of moving exhibits in and out

-service and food at the facility

-price of facility, food and services

-first-class hotel rooms

-nearby restaurants and shopping

-airport quality and frequency of flights

-weather

The amount of exhibit space required by an event is of first

importance, as is the number of hotel rooms required. Many events are

constrained by their size and exhibits to consider only the largest

convention centers. Similarly, many events can consider only certain

cities because of available hotel rooms. According to "Meetings &

Conventions", May, 1991, Chicago offers 59,628 first-class hotel rooms,

Atlanta offers 51,097, Las Vegas offers 73,730, Los Angeles offers

30,663, New York offers 70,000, San Francisco offers 29,000,

Washington, D.C., offers 64,000, Balitmore offers 13,000, Philadelphia

offers 8,000 and Boston offers 10,488.

Relative to many other convention centers, the Hynes is

considered by event planners as having, in its favor, an attractive
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facility, excellent event coordinators and service conparable with that

at other national convention centers, once the event has cxxnmenced,

excellent nearby hotel facilities, restaurants and shops, very popular

tourist attractions and vacation potential and a good airport; less

favorable, however, are the multiple-level space configuration,

difficult in/out moving, expense of facility, food and service, expense

of hotels, restaurants and shops (Boston being ranked 2nd in the United

States in per diem expense by "Corporate Travel", April 1991), and

problematic winter weather.

Major conventions of a national character regularly move around

the country in cyclical patterns both in order to provide variety and

to be more proximate to all parts of their constituents. Scheduling of

events typically is done at least 3 years before the event and as many

as 10 years before the event for the larger ones that scheduling

includes arrangements for the facility itself as well as camitments

for hotel rooms. Event planners, the people who arrange or produce

conventions are the individuals who, control the selection of

convention sites. The trend in the industry is to present event

planners with a complete package which meets the major needs of their

events including the convention facility, hotel aaxmodations, ground

transportation arrangements and other services in order to simplify

their selection of a convention center. Visitors to conventions are on

a vacation of a kind and expect to be catered to. More important,

though, are the individuals responsible for event planning who control

the selection of convention centers for their events and ordinarily

will not book a convention center unless they personally are satisfied

that their particular needs and criteria are fully satisfied.



Convention centers are only one part of a larger business which

includes, and, indeed, is focused upon, area hotels, restaurants,

shops, services and attractions, as the latter produce the great bulk

of the revenue and taxes flowing from convention visitor spending. In

a true sense, a convention center is an adjunct to those businesses,

particularly the hotels and restaurants. In addition, there are many

second-tier businesses serving the needs of the convention itself,

including, for example, moving services, decorating and furniture

rental companies, florists, sound service companies, computer rental

companies, entertainers and paid speakers, to name only some of them.

In evaluating a convention center's affectiveness, while its own

operating statement is important, the truest measure of its value is in

the economic and tax impact which it creates. Its own financial

statement while being important as a key to its own operation, is

secondary to an evaluation of the revenues and taxes it stimulates.

Boston and Massachusetts have long been national and

international attractions for travelers for a long list of reasons

including historical interest, a unique capitol city, world-class

educational and medical facilities and desirable vacation areas, to

name a few. The Hynes rebirth was intended to capitalize on those

existing advantages and create yet another attraction in the form of a

first-class convention center. What has been occurring across the

country is the creation of many other first-class convention centers in

cities which, to their advantage, ironically, do not have, in most

cases, attractions of the importance and breadth as of Boston and

Massachusetts. They recognized that crucial to their success was
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intense marketing of their convention package to event planners and

have acted accordingly.

Most convention centers are publicly operated. However, unlike

the Hynes, responsibility for long-term convention bookings (usually 18

months out) is with the local convention and visitors bureau. This

separation of functions is the industry norm and event planners are

accustomed to dealing principally with the local convention and

visitors bureau. Several convention centers are privately managed,

most notable among them being the Los Angeles Convention and Exhibition

Center and the Moscone Convention Center, of San Francisco,

California. There too, long-term bookings are marketed and made by the

local convention and visitor bureaus.

7



II. ECONOMIC IMPACT

With the foregoing as background for an overall understanding of

the convention business, this section will focus on how successful the

Hynes has been in bringing out-of-town visitors to it and how much

business and tax revenue it has stimulated. Set forth at the end of

this section are two exhibits. The first, Exhibit A, sets forth, in

comparative form, the methodologies used by the Bell Study (hereinafter

referred to) and this study in determining the economic impact of the

Hynes. The second, Exhibit B, sets forth key aspects of the two

studies and variances between them. Please refer to them for an

understanding of this section. The following text is intended only to

amplify the exhibits, or certain aspects of them. The essence of this

study is that the Hynes was responsible for only slightly more than 50%

of the tax impact determined by the Bell Study, $24,223,221 versus

$47,361,965, based upon direct and indirect spending of $678,810,628

versus $425,556,974 determined by this study. This is not to suggest

that the Hynes is either a poor conventinn center or one to be closed.

On the contrary, it suggests that level-headed consideration needs to

be given to fundamental aspects of its operation in sight of new facts

and above erroneous supposition or assumption. A complete analysis

supporting the conclusions stated above follows and the reader is

encouraged to follow it.

For each of calendar years 1988, 1989 and 1990, MCCA management

commissioned Bell Associates Inc. of Cambridge, Massachusetts (BAI), to
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provide studies to the MCCA of the economic impact of the Hynes upon

the Commonwealth of Massachusetts. For the purposes of this study, the

Bell 1990 Economic Impact Report, dated January, 1991 (the Bell Study),

has been chosen for analysis in that it covers a period believed to be

by MCCA Management the Hynes most successful calendar year of

operation. It has also been chosen because it covers the Hynes most

recent full calendar year of operation and, consequently, represents

the most current state of affairs regarding the Hynes economic impact.

For convenience, a copy of the spreadsheet in the Bell Study setting

forth its economic impact conclusions is attached to this section as

Exhibit C. Readers of this study are encouraged to obtain and read the

Bell Study for a complete understanding of it.

The underlying premise of the Bell Study is that the economic

impact of the Hynes results principally from the spending of "visitors

to convention-type events or to events where visitors were likely to

spend some number of nights in an area hotel and to spend money on

hotel and area restaurants, entertainment, retail shopping, local

transportation and other miscellaneous items and services," a

fundamental premise with which this study agrees. The Bell Study then

sets forth a model which, in effect, says that each visitor to such an

event at the Hynes during 1990 1) spent $128.40 per night, for a hotel

room, 2) stayed at an area hotel for 4.1 nights, 3) generated taxes at

a 9.7% rate (5.7% state and 4.0% local) on hotel room spending, 4)

spent $123.32, per day, for 4.1 days, on hotel and other restaurants,

hospitality suites, entertainment, retail stores, local transportation,
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and other items, and 5) generated taxes at a 4.1422% effective rate

(3.71936% state and 0.42284% local) on such spending. Based upon a

survey of event planners, the Bell Study determined that 335,578

visitors came to such events during 1990, and, from all of the

foregoing, the Bell Study concludes that direct visitor spending was

$346,331,953 resulting in direct taxes of $24,164,268. Then,

multiplying each of those two figures by 1.96, an economic multiplier

based upon the concept that money spent by such vistors will be spent

yet again by those who receive it, the Bell Study concludes that the

overall economic impact, direct and indirect, of spending by visitors

to such events in 1990 at the Hynes was $678,810,628, generating state

and local taxes of $47,361,965.

In performing its study, BAI relied upon the "1988 Convention

Income Survey" of the International Association of Convention &

Vistitor Bureaus (IACVB), which stated that the average length of stay

by a delegate to a convention-type event was 4.1 days, and set forth

the daily spending amounts by type of expenditure by such a delegate.

BAI, after determining the average nightly hotel room cost to a

convention-type visitor to the Hynes, increased such spending amounts

in the same proportion as the nightly hotel room cost in Boston had to

that in the IACVB study. BAI derived the number of total visitors to

convention-type events, 335,578, by surveying event planners related to

such events during 1990 from a list of events provided by

MCCA management.
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In summary, the Bel] Study 1) counted visitors to convention-type

events at the Hynes during 1990, 2) determined a nightly hotel room

cost for each visitor, 3) determined daily spending of all other types

by each visitor, 4) assumed that each visitor stayed for 4.1 days,

5) determined the various total expenditures for each visitor,

6) multiplied them by the appropriate state and local tax rates, and

7) multiplied each of 5) and 6) by 1.96 to determine overall economic

impact and overall tax impact.

One of the purposes of the current study was to test the accuracy

of the Bell Study in determining visitor spending and, therefore, the

economic and tax impact of convention-type events at the Hynes. During

the course of making this study, various sources within the convention

business, generally, stated that, nothwithstanding the fact that

management of the MCCA does not, event planners do keep accurate track

of hotel room night usage of their events for two reasons, at least;

first, because in planning their events they must be aware of

anticipated needs for hotel room nights in order to reserve, years in

advance, an appropriate number of hotel rooms, and second, many

convention centers require, as a condition to an event planner

reserving future space in their building, a guaranteed count of hotel

room nights. Inasmuch as a basic objective of the convention business

is the production of hotel room nights (a hotel room night being the

utilization of one hotel room for one night regardless of the number of

occupants) it was decided to count directly hotel room nights used in

connection with convention-type events at the Hynes during 1990 in the
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same manner as the Bell Study had counted visitors. In addition, the

Bell Study data as to visitors was utilized in determining visitor

spending and assumed to be accurate, with a minor exception. In this

way, it is a conclusion of this study that more accurate information

was developed than the Bell Study as to hotel lodging expenditures as

well as other spending by visitors, as will be shown.

Briefly summarized, this study determined the number of hotel

room nights used in connection with convention-type events at the Hynes

during 1990, and the average cost of a hotel room night. From this,

the amount of hotel room spending and taxes generated was determined.

In addition, visitors staying in hotels and those not staying in hotels

were determined. As to visitors staying in hotels, the identical daily

spending pattern developed in the Bell Study was used to determine

their non-hotel spending and the taxes generated by it. As to visitors

not staying in hotels, their daily spending amount was developed from a

study commissioned by the MCCA. That spending was assumed to be, by

category, in the same proportions as that of hotel visitors. From

this, non-hotel visitor spending was determined as were the taxes

generated by it. The total spending of all categories as well as taxes

generated by it were then multiplied by the 1.96 economic multiplier in

order to determine economic and tax impact. As in the Bell Study, it

was assumed that each visitor stayed for 4.1 days, and, except as

stated below, the assumptions of the Bell Study were utilized.

It is the conclusion of this study that 329,260 visitors came to
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cxyiventifln-type events at the Hynes during 1990, that 466,815 hotel

room nights were generated, and that direct visitor spending was

$212,778,487 resulting in direct taxes of $12,358,786. After applying

the 1.96 economic multiplier, as was done in the Bell Study, it is the

further conclusion that the overall economic impact, direct and

indirect, of spending by visitors to such events in 1990 at the Hynes

was $425,556,974, generating state and local taxes of $24,223,221.

Because any study such as the Bell Study or this study is based upon

data which will contain an irreducible number of errors, upon

assumptions and upon certain statistical extrapolations, the reader

should recognize that conclusions are offered in that light.

Certain aspects of the methodology of this study are discussed

below.

1. A copy of the list of events and visitors attending the

events included in the Bell Study was obtained from BAI. It was

noticed that one event, representing 6,318 visitors, was listed twice,

and that number was subtracted from the 335,578 used in the Bell Study

resulting in 329,260 visitors being used in this study.

2. Event planners were surveyed as to the actual number of

hotel room nights used by visitors attending their events, which

included delegates, exhibitors, planners and support personnel. In

addition, the Greater Boston Convention & Visitors Bureau (the GBCVB)

was requested to provide its hotel room night reports for each event as
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to which it acted as housing bureau (i.e. hotel booking agent) on

behalf of events not performing that function directly. In total,

actual hotel room night figures representing events covering

approximately 81% of all visitors were obtained directly. That figure

was then increased in the same proportion as the total number of

visitors bore to the visitors covered by that figure in order to

determine the approximate actual room night figure. In order to

account for visitors not booking hotel rooms through either event

planners or the GBCVB, that figure was then increased by 5% to arrive

at the final hotel room night figure, 466,815, used in the study. The

5% figure was provided by industry sources as a conservatively high

figure for such bookings.

3. The IACVB study cited in the Bell Study said that the

average travel party size was 1.71 persons. This was understood to

mean that the average number of persons occupying a hotel room was

1.71. From this and the hotel room night figure derived above, total

visitor nights was determined from which hotel-visitors and

day-visitors (i.e. those not staying in hotels) were derived. (Any

assumption of more than one visitor occupying a hotel room results in

greater economic impact because, first, double rooms are slightly more

expensive than single rooms and, second, hotel-visitors daily spending

is greater than day-visitor daily spending.)

4. A weighted average hotel room rate utilizing $128.40 for a

single room (taken from the Bell Study) and $140.00 for a double room
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(based upon a survey of price differences between single and double

rooms offered at convention rates) was determined, using the 1.71

person occupancy, to be $136.64.

5. The daily spending rate of day-visitors was taken from a

Touche Ross study performed for the MCCA. The study identified a

spending category for visitors who arrive for cxrrvention-type events by

automobile and who do not stay in hotels. The figure set forth in that

study was adjusted to reflect the rise in the Boston/Metro area

Consumer Price Index for the applicable period.

6. The amount of state and local taxes have been set forth

separately in this study, and have been shown for the Bell Study, as

welL This is intended to raise the question as to whether local taxes

are a legitimate point of focus inasmuch as they do not support the

debt service or operations of the Hynes in the same way that state

taxes do.

Set forth in Exhibit B to this section are comparisons of key

aspects of the Bell Study and this study. The greatest discrepancies

appear with respect to hotel room nights, hotel room expenditures and

hotel room tax revenue and, consequently, economic and tax impact.

(While significant, the variances with respect to other visitor

expenditures and other visitor tax revenue flow directly from lower

daily spending by day-visitors and need no further discussion).
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Because of the magnitude of the variances and the importance of hotel

room nights to the economic impact of the Hynes, it is appropriate to

consider some possible explanations for this outcome.

-The attendance figures reported to BAI may have been

overstated. Various sources associated with the convention business

have stated that inflation of attendance figures is very common.

-Certain of the events forming the basis of the Bell Study and

being held at the Hynes may be local or regional in character and did

not attract substantial numbers of visitors staying at hotels. Also,

certain other events used in that study may not have been

convention-like.

-The IACVB report, cited in the Bell Study and followed by this

study, indicates that the typical party attending convention -like

events has 1.71 people. Assuming 1.71 people, on average, occupy a

hotel room, this would bring the number of hotel room nights predicted

by the Bell Study from 1,375,870 to 804,612. In this connection, as

mentioned elsewhere in this study, the cost difference between single

and double occupancy hotel rooms is very small and ultimately has

little effect on hotel loding revenues subject to hotel and motel

taxes.

-The average stay of 4.1 nights used in the Bell Study may be

high for Boston events. Several Boston hoteliers indicated that for
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Boston events a figure closer to 3 nights seemed more Likely, in their

experience. Because Boston is an expensive city, visitors may stay for

shorter periods than in less expensive convention sites. Assuming a 3

night rather than a 4.1 night stay would reducing the 804,612 room

nights in the preceding paragraph to 588,733 room nights which begins

to compare more reasonably with the 466,815 room night figure

determined by this study.

-Hotel room night figures may be under reported. The very same

pressure that exists for event planners to inflate attendance figures

would seem to exist with regard to hotel room nights, and, therefore,

that would not seem to be a source of error. Many visitors may make

their own reservations without the assistance of the event planners

and, consequently, not appear in the figures. This seems unlikely

inasmuch as the hotel room rates offered through the event planners are

much lower than those offered to the general public by the hotels and

most visitors would take advantage of that. In any event, the hotel

room night figure arrived at in this study includes a conservative 5%

inflation factor to cover this possibility.

-The IACVB study relied upon both by the Bell Study and this

study states: "Estimtes for overall spending levels were generated by

weighting the estimates for each individual city by total out-of-town

attendance at all conventions in each city in the study." The Bell

Study does not attempt to determine the extent to which visitors to the

Hynes either were or were not from out-of-town as the IACVB did through
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its questionnaires. Indeed, the Bell Study assumes that all visitors

were from out-of-town, an assumption which seems impossible to

substantiate given both the regional or local nature of many of the

events utilized in the study and the fact that the Boston area is a

highly populated area having many inhabitants likely to attend

conventions which are medical, dental or technical in character,

categories described by many events at the Hynes.

A conclusion of this study previously stated is that visitor

spending related to events at the Hynes generated total tax impact,

state and local and both direct and indirect, of $24,223,221 in 1990.

Subtracting from this $3,181,427 representing direct taxes paid to

municipalities as shown on Exhibit B the result is $21,041,794, which

is a measure of state revenue which was available by reason of the

Hynes operation. Inasmuch as the debt service paid by the Commonwealth

on behalf of the Hynes for the related period was approximately

$21,900,000, it is a conclusion of this study that the Hynes was not

financially self-sufficient during that period, even without

considering its operating deficit funded through monies which are, in

effect, state subsidies.

As for the immediate future, circumstances appear to be

worsening. The current calendar year is not a good one based upon

reports of Boston hoteliers. The number of larger events at the Hynes

is off and room nights are down significantly. This trend appears to

extend through 1995. In addition, the successful summer at the Hynes
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last year is not being duplicated this year. The Hynes will require

additional subsidies from the state to meet an operating deficit

estimated to be more than $6, (XX),000 when the Parking Garage cash flow

is lost. In that connection, the Parking Garage cannot be relied upon

for long to provide any relief needed by the Hynes, a subject fully

discussed in Section XV. Consequently, the gap between tax revenues

generated by the Hynes and monies needed to create true

self-sufficiency appears to be increasing.
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EXHIBIT A

The following diagrams display the methodologies and underlying

formulas utilized to determine the results set forth in the BeU Study

and in this study. An asterisk (*) follows figures which have been

rounded for the purposes of presentation.
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EXHIBIT A (cont.
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EXHIBIT A (cont.
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EXHIBIT A (cont.
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EXHIBIT A (cont.)

DC CO

TO
LU _
ccg

DC CO
39

4
LU >x
h-
o

_j
LU
\—

XPENI $98,4

o
X LLI

LU CO

X >
5>

CO
LU

occ

H CO
Q LO

in

LU o"

XP
LO
fee-

LU

> CO
=! DC LU

< < 2 ^
DC > LU
LU < Q_
> Q X
< LU

CO
LU
CC
D
Q
LU
CL
X
LLI

CC

o
CO

>
DC
LU
X
H
o

>-
Q
h—
CO

LU
CD

>
LUS

DAYS
ERAG 'OR-S"

> LZ
< CO

>

X

CO
DC 00

o in
I-

IT)"

co CO

> CO

CO
DC

Oil CD
CO to

>
1 CO
>
<
a

25



EXHIBIT A (cont.
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EXHIBIT A (cont.
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EXHIBIT A (cont.
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EXHIBIT B

JCUN B. HYNES VETERANS MEJCTCLAL

OCNVENTICM CENTER

1990 ECONOMIC IMPACT STUDIES - KEY COMPARISONS

RFTJi STUDY MAIQNE STUDY VARIANCE

Hotel-Visitors
Day-Visitors
Visitors

Hotel Room Nights

335,578

335,578

1,375,870

194,696
134 . 564
329,260

466,815

-140,882
134.564
-6,318

-909,055

Hotel Room Expenditures

Hotel Room Tax (State)

Hotel Room Tax (local)

Hotel Room Tax Revenue

$176,661,682

$ 10,069,716
S 7.066.467

$ 17,136,183

$63,785,602

$ 3,635,779
$ 2.551.424

$ 6,187,203

-$112,876,080

-$ 6,433,937
-$ 4.515.043
-$ 10,948,980

Other Visitor Expenditures $169,670,271

Other Visitor Tax Revenue (State) $ 6,310,648
Other Visitor Tax Revenue (local) $ 717.437
Other Visitor Tax Revenue $ 7,028,085

$148,992,885

$ 5,541,580
$ 630.003

$ 6,171,583

-$ 20,677,386

769,068
87.434

-$ 856,502

TOTAL VISITOR EXPENDITURES

TOTAL VISITOR TAX REVENUE

$346,331,953

$ 24,164,268

$212,778,487

$ 12,358,786

•$133,553,466

-$ 11,805,482

ECONOMIC IMPACT,
DIRECT AND INDIRECT

ECONOMIC TAX IMPACT,
DIRECT AND INDIRECT

$678,810,628

$ 47,361,965

$425,556,974

$ 24,223,221

-$253,253,654

-$ 23,138,744
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EXHIBIT C

ECONOMIC IMPACT OF THE HYNES CONVENTION CENTER

ON THE COMMONWEALTH OF MASSACHUSETTS

1990

(Assessment - Bel Associates Inc.)

11-Jan-91

BOSTON DELEGATE
EXPENDITURES

U.S.DELEGATE
EXPENDITURES

(Source:LACVB)

1988

DATA

$264.56

S56.87

$59.08

$26.86

$25.95

$4244

$22.39

$20.50

Hotel

lor

nights

4.1

1989

DATA

$275.51

$59.22

$61.53

$27.97

$27.02

$44.20

$23.32

$21.35

%

51.0%

11.0%

11.4%

5.2%

5.0%

8.2%

4.3%

4.0%

Hotel Room, etc.

Hotel Restaurants

Other Restaurants

Hospitality Suites

Entertainment

Retail Stores

Local Trans.

Other

51.0%

11.0%

11 »%

5.2%

5.0%

62%

4.3%

4.0%

$128.40

$526.44

1990

DATA

$526.44

$113.16

$117.56

$53.45

$51.64

$84.45

$44.55

$40.79

TIMES (X)

NUMBER OF
HYNES

visrroRS-

335578

$176,661,682

$37,975,317

$39,451,059

$17,935,942

$17,328,283

$28,339,589

$14,951,070

$13,689,010

%
TAX"

9.7%

5.0%

5.0%

9.7%

5.0%

ACTUAL
TAX

$17,136,183

$1,898,766

$1,972,553

$1,739,786

$1,416,979

$51865 $540.12 100 0% TOTAL 100 0% $1,032.05

Multiplier >>

TOTAL IMPACT

$346,331,9S3

X

1.96

$678,810,628

$24,164,268

X

1.96

$47,361,965

" Includes visitors to Conventions withoul exhibits, Con-

ventions wllh exhbits, Trade shows and other unique shows doomed

to have a notable impact on the hotel and other relevant Industries.

Public or other 'gale' type events are not Included.

*' The 9.7% hotel and hospitality suite taxes are comprised ol 5.7% stale tax and 4% local tax.

Source lor the average hotel room rale b an average developed

trom a survey ol 46 groups representing 4434 1 rooms booked

In 1990 In hotels wlthm a $10 taxi ride Irom the Hynes

Source lor the 4.1 nights average stay ol convention delegates and

proportional spending Is the International Association ot Convention

and Visitors Bureaus.
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III. OPERATING DEFICIT

A common technique is assessing the operation of any business is

to compare its financial statement with those of similar businesses.

While, as stated earlier, the financial effectiveness of a convention

center is demonstrated by its overall economic and tax impact, its own

financial statement is relevant in determining the effectiveness of its

management in its operation. Set forth as Exhibit D to this section is

an Adjusted Operating Profit Analysis with respect to eleven convention

centers, including the Hynes, for 1989 and 1990, the two most recent

years available. Set forth as Exhibit E to this section is the audited

combined statements of Operations and Retained Earnings (Deficit), and

accompanying notes, for Fiscal 1990 of the MCCA. Financial statements

were requested from 52 convention centers across the continental United

States and 27 responded in some manner. The convention centers written

to were chosen as having possible comparable characteristics for use in

this study. From the 27 responses, only 10 were susceptible to

comparison with the Hynes.

In order to compare the financial statements of these convention

centers, all items not bearing directly on convention center operations

were eliminated. From revenues, subsidies, interest income and parking

revenues were subtracted. From expenses, 50% of parking revenues,

interest expense, depreciation and other capital expenses were

subtracted. The 50% of parking revenues attributed to related expenses

is an estimate which appears to correlate highly with the experience of
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the MCCA with the Parking Garage. In any event, the figures presented,

while believed to be accurate and consistent, are included solely to

demonstrate the fact that many convention centers do not appear to be

the operational loss leader that some say the Hynes must be. In fact,

3 of the convention centers represented generated operating profits in

1990. The Hynes losses, on the basis presented, are great both

absolutely, in comparison with the convention centers shown, and

relatively, to revenues, in comparison with all but two of the

convention centers shown.

Taken by itself, the existence of an operating deficit

attributable to the Hynes is not necessarily cause for concern, because

its revenues should be viewed to include the tax revenues which are

generated for the Commonwealth through visitor spending. Similarly,

its subsidized debt service should be included as part of its expenses

for this analysis. As demonstrated in the prior section, the tax

revenues resulting to the Commonwealth from Hynes visitor spending do

not cover that debt-service let alone any operating deficit.

Consequently, the operating deficit of the Hynes is cause for great

concern since it represents an out-flow of cash for which the state is

receiving no return.

Set forth as Exhibit F to this section is a distribution, by

dollar range, of revenues received by the Hynes in connection with all

events, both convention-like and other, held there during Fiscal 1990.

The Exhibit suggests that a very wide range of events, certainly in
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terms of direct revenue production, and a large number of events take

place at the Hynes. This Exhibit is presented both to inform the

reader and to suggest the necessity of learning how much each event

costs the Hynes to host. Absent this kind of knowledge, it will be

impossible for MCCA management to begin to know which events generate

a profit, whether on its own books or inclusive of tax revenues to the

Commonwealth arising from visitor spending. At the present time MCCA

management has not implemented such a system.
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EXHIBIT D

ADJUSTED OPERATING PROFIT ANALYSIS

ADJUSTED
OPERATING
REVENUE

ADJUSTED
OPERATING
EXPENSE

ADJUSTED
OPERATING

PROFIT
EXPENSE
REVENUE

Georgia World Congress Center (Atlanta, Georgia)

1989 14,480,220 12,293,376 2,186,844

1990 16,331,259 12,881,861 3,449,398

84.9%

78.9%

Los Angeles Convention and Exhibition Center (Los Angeles, California)

1989 9,755,758 8,408,361 1,347,397

1990 9,904,329 9,096,553 807,776

86.2%

91.8%

Orange County Convention/Civic Center (Orlando, Florida)

1989 5,037,770 5,956,360 -918,590

1990 7,277,128 7,051,892 225,236

118.2%

96.9%

Anaheim Convention Center (Anaheim, California)

1989 10,602,000 10,692,000 - 90,000

1990 12,152,000 12,205,000 - 53,000

100.8%

100.4%

Jacob K. Javits Convention Center of New York (New York, New York)

1989 34,161,443 35,068,933 -907,490

1990 35,261,248 35,364,008 -102,760

102.7%

100.3%
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EXHIBIT D (cont.

)

ADJUSTED OPERATING FRDFIT ANALYSIS (Continued)

ADUSTED
OPERATING
REVENUE

ADJUSTED
OPERATING
EXPENSE

ADJUSTED
OPERATING

FRDFTT
EXPENSE
REVENUE

Charlotte Convention Center (Charlotte, North Carolina)

1989 $1,399,361 $1,626,887 $-227,526

1990 1,935,983 2,097,431 -161,448

116.3%

108.3%

Dr. Albert B. Sabin Convention Center (Cincinnati, Ohio)

1989 2,935,696 3,894,948 -959,252

1990 3,198,585 4,146,297 -947,712

132.7%

129.7%

Moscone Convention Center (San Francisco, California)

1989 4,843,839 5,766,364

1990 4,128,646 5,795,724

-922,525

-1,667,078

119.0%

140.4%

Nashville Convention Center (Nashville, Tennessee)

1989 1,306,320 3,182,559

1990 1,665,266 3,378,723

-1,876,239

-1,713,457

243.6%

202.9%

John B. Hynes Veterans Memorial Convention Center (Boston, Massachusetts)

1989 6,179,077 12,008,965 -5,829,888 194.3%

1990 6,623,406 14,287,785 -7,664,379 215.7%

Washington Convention Center (Washington, D.C.)

1989 7,440,000 14,866,000

1990 7,440,000 18,036,000

-7,426.000

-10,596,000

199.8%

242.4%
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EXHIBIT E

MASSACHUSETTS CONVENTION CENTER AUTHORITY

COMB I NED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT)

FOR THE YEARS ENDED JUNE 30. 1990 AND 1989

19 9 0 19 8 9

REVENUES (Note 2)

:

Parking fees
Convention rental income
Convention services income
Interest income
Other

$ 3,886,413
2, 101,539
4 ,398,983

345,667
122,884

4 , 160,300
2, 190,582
3,806,123

366 , 006
182,372

$ 10, 855,486 $ 10,705,383

OPERATING TRANSFERS:
State grants - contractual assistance

earned (Note 2) $ 3, 537,743 $ 3 , 177 ,904

EXPENSES

:

Salaries and benefits - operating
Salaries and benefits - administrative
Other operating expenses
Other administrative expenses
Contracted services
Utilities
Depreciation (Note 2)

$ 3 , 845,924
784,754

3 , 032,317
315,780

5,893,081
2,359 , 135
9 , 658,376

$ 3 ,114,858
661 , 732

2,978,781
302,795

5,235,040
1,795,909
8,817,289

$ 25,889,367 $ 22,906,404

Loss from operations 5(11,496,138) $ (9 , 023 ,117)

PROJECT RELATED REVENUES AND EXPENSES:
State grants - contractual assistance

earned (Note 2)
Interest expense (Notes 2 and 5)
Other expenses (Note 2)

16,943,500
(15,403,303)
(1,540,197)

18,235,815
(15, 799 , 651)
(2,436,164)

Net loss $(11,496,138) $ (9, 023 ,117)

ADD BACK- Depreciation on fixed assets
acquired with contributed capital,
grants-in-aid of facilities
acquisition (Note 2) 9 ,443,372 8 , 671 , 671

RETAINED EARNINGS, beginning of year 1,357,946 1 ,709,392

RETAINED EARNINGS (DEFICIT), end of year ( 694 ,820) $ 1,357,946

The accompanying notes are an integral
part of these financial statements.
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EXHIBIT E (cont.
)

MASSACHUSETTS CONVENTION CENTER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 1990

(1) Background

The Massachusetts Convention Center Authority (the

Authority) is a public instrumentality created by an act of the

Legislature of the Commonwealth of Massachusetts to acquire and

operate the facilities known as the John B. Hynes Veterans Memorial

Convention Center (the Hynes Convention Center) and the Boston

Common Parking Garage (the Garage). Its purpose is to promote the

economic development of the Commonwealth by developing and operating

a Convention Center suitable for accommodating major national and

international conventions. The Legislature authorized the issuance

of $200,000,000 of general obligation bonds by the Authority to fund

the cost of the Hynes Convention Center expansion and renovation,

and authorized the Commonwealth to provide grants to the Authority

to fund the annual debt service of the bonds.

On January 1, 1983, the Authority purchased _ the Hynes

Convention Center (including all land, building and fixtures) from

the City of Boston, Massachusetts, and the City's rights to the

revenues of the Garage. On January 1, 1983, the Massachusetts

Parking Authority, pursuant to the Enabling Acts, turnedover
control of the Garage (including all assets and liabilities) to the

Authority and ceased to exist as the operating authority of the

Garage. The funds to acquire the Hynes Convention Center and the

Garage were provided by the Commonwealth.

(2) Summary of Significant Accounting Policies

The significant accounting policies followed by the

Authority are as follows:

(a) Fund Accounting

Financial transactions of the Authority are accounted for

using the accrual method of accounting, except for the following

funds, which use the modified accrual basis:

1. The Civic and Convention Center Fund accounts for

the activities related to a grant received from

the Commonwealth to be used, without limitation,

for the expansion and renovation of the Hynes
Convention Center and the rehabilitation of the

Garage (see Note 4).
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.. EXHIBIT E (cont

MASSACHUSETTS CONVENTION CENTER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 199 0

(Continued)

(2) Summary of Significant Accounting Policies (Continued)

(a) Fund Accounting (Continued)

2. The Massmeetings Custodial Fund accounts for the
activities related to a cooperative marketing
program established to promote conventions and
trade shows in the Commonwealth of Massachusetts.
The Authority has custody of the funds used for
the specific expenditures related to this
program. On July 1, 1989, this cooperative
marketing program was dissolved. This dissolution
is not expected to have a significant impact on
the Authority's financial statements.

(b) Revenue Recognition

Revenues are recognized on the accrual basis for the
Garage and the Hynes Convention Center operations. Garage revenues
consist of transient fees and monthly passes. Monthly pass revenues
are paid in advance. This revenue is deferred and is recognized
ratably over the month to which the pass relates. Hynes Convention
Center revenue consists of rental income and income for services
such as electricity, air, water, telephone, cleaning, security,
equipment and food.

(c) Accounting for Investment in Facilities

Facilities are stated at cost and are being funded
primarily through the expenditure of Commonwealth grants-in-aid of
facilities acquisition.

Depreciation is provided on the straight-line method based
on estimated economic useful lives of the related assets, as follows

Expenditures for repairs and maintenance are charged to
operations as incurred.

Convention center and improvements
Parking garage and improvements
Equipment and fixtures

5-30 Years
3-30 Years
3- 5 Years
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EXHIBIT E (cont.

MASSACHUSETTS CONVENTION CENTER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 199 0

(Continued)

(2) Summary of Significant Accounting Policies (Continued)

(d) Amort ization of Contributed Capital,
Gr ants-in-Aid of Facilities Acguisition

Contributed capital, grants-in-aid of facilities
acquisition (see Note 6) is amortized to the extent of depreciation
expense on the related acquired facilities.

(e) Accounting for Interest Expense and Investment Income
Related to Hynes Convention Center Bonds

1 . Interest expense on the outstanding Hynes
Convention Center Bonds is funded by restricted
grants from the Commonwealth. The Authority has
not capitalized the interest expense incurred
during the expansion and renovation of the Hynes
Convention Center since the ultimate funding
source is Commonwealth grant funds.

2. Interest income from unexpended bond proceeds is
restricted to Hynes Convention Center
project-related and operating costs for a

specified period as defined in the Bond
Resolution. Interest income from invested bond
proceeds has been added to contributed capital,
grants-in-aid of facilities acquisition.

(f) Accounting for State Grants - Contractual
Assistance Earned

Current interest expense is being reimbursed by the
Commonwealth under a contractual assistance agreement to fund debt
service on Hynes Convention Center Bonds. Noncapitalized
project-related and designated operating costs are being funded by
interest income earned on invested bond proceeds. The Authority
accrues state grant revenue to the extent such costs have been
incurred

.

A portion of state grant revenue has been classified in
operations as an operating transfer in the accompanying combined
statements of operations and retained earnings (deficit) to the
extent that interest income earned on invested bond proceeds is used
to fund designated operating costs.
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EXHIBIT E (cont

MASSACHUSETTS CONVENTION CENTER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 1990

( Continued)

(2) Summary of Significant Accounting Policies (Continued)

(g) Deferred Charges

Deferred charges primarily represent costs incurred in
connection with the issuance of bonds (see Note 5). Amortization is
provided on the straight-line method over the life of the debt and
amounted to $188,806 in both 1990 and 1989. Amortization is
classified as project-related other expenses in the accompanying
combined statements of operations and retained earnings (deficit)
and is accounted for similar to other noncapitalized project-related
costs

.

(h) Investments

Investments are carried at amortized cost.

(i) Reclassification of Prior Year Amounts

Certain prior year financial statement information has
been reclassified to be consistent with the current year
presentation

.

(3) Contingencies

The Authority is involved in several lawsuits arising
primarily as a result of the expansion and renovation of the Hynes
Convention Center. In fiscal 1989, the Authority brought suit
against Bond Brother s/Dugan & Meyers (the General Contractor)
seeking damages in excess of $8,000,000 for the delay and disruption
caused by the General Contractor's failure to properly schedule,
coordinate, supervise and complete the work as required by its
contract. The Authority later amended its complaint to name the
Insurance Company of North America, which had issued a surety bond
to the General Contractor, as an additional defendant.

By counterclaim, the General Contractor has alleged that
the Authority or its agents changed design specifications, delayed
approval of submissions and failed to decide subcontractor claims
for additional costs incurred due to delay and disruption, causing
the General Contractor to sustain damages in excess of $15,000,000.

40



EXHIBIT F

FISCAL 1990 REVENUE DISTRIBUTION

REVENUE/EVENT
(Rent, Services,
Food)

Number of
Events
in Range

Number of
Events
in and
above Range

Total $

Total $
for Events

for Events in and
in Range above Range

Percentage
of Revenue
in and
above Range

$400,000 499,999 2 2 $ 868,772 $ 868,772 13.0%

300,000 - 399,999 1 3 353,103 1,221,875 19.0%

250,000 - 299,999 3 6 804,196 2,026,071 31.5%

200,000 - 249,999 3 9 631,401 2,657,472 41.3%

150,000 199,999 8 17 1,313,744 3,971,216 61.7%

100,000 149,999 4 21 462,191 4,433,407 68.9%

75,000 99,999 4 25 339,740 4,773,147 74.1%

50,000 74,999 5 30 293,192 5,066,339 78.7%

40,000 49,999 10 40 445,517 5,511,856 85.6%

30,000 39,999 11 51 372,219 5,884,075 91.4%

20,000 29,999 12 63 311,993 6,196,068 96.3%

10,000 19,999 8 71 106,614 6,302,682 97.9%

2,500 9,999 19 90 98,986 6,401,668 99.4%

0 2,499 43 133 35,035 6,436,703* 100.00%

*This figure is based upon estimated food revenues as appearing on the MCCA's "Show Rental
Update" printout. Actual revenues are $9,119 higher.

41



SECTION IV. EVALUATIONS AND RECOMMENDATIONS

Having now discussed the cxnvention center business, generally, and

the economic and tax impact of the Hynes as well as its operating

deficit, it is necessary to consider specific aspects of its operation

and present recommendations for their improvement. Additionally, the

problems attendant to the Parking Garage will be addressed. These will

be covered in three separate sections:

The Parking Garage - Reconstruction and Operation

Long-Term Sales and Marketing

Service and Operations
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THE PARKING GARAGE - RECONSTRUCTION AND OPERATION

The statute which created the MOCA provides, in part, that "[T]he

consolidation under one Authority of the Boston Common Parking Garage with

the convention center will assure the financial feasibility of both

endeavors without increasing the tax burden to the citizens of the

Commonwealth." The clear purpose of joining the Parking Garage and the

Hynes was financial and not operational. The Parking Garage has provided

an approximately $1,750,000 annual cash flow to the MOCA which has, in

effect, been applied to the operating losses generated by the Hynes. The

Parking Garage is not physically proximate to the Hynes and the operation

of the Hynes is not at all dependent upon the parking provided at the

Parking Garage.

The Parking Garage is in a condition of very serious physical

deterioration; additionally, it presents an uninviting atmosphere to those

who use it. This is particularly unfortunate as to tourists whose first

experience with a government-owned facility in Massachusetts is the

Parking Garage. Recent estimates of the cost of a complete renovation

range as high as $35,400,000. The deterioration has arisen, in the

judgment of consultants, by reason of corrosive salt being tracked into

the Parking Garage by automobile traffic which has permeated the concrete

structure and caused it to break up. Attached to this section as Exhibit

G is a discussion of this problem from the State Auditor's Report on the

Activities of the Massachusetts Convention Center Authority, July 1, 1985

to June 30, 1989, No. 90-1272-3. Assuming that the eventual cost of the
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renovation is $30,000,000, if that cost were financed with long-term bonds

similar to those sold by the Commonwealth pursuant to its most recent

Official Statement, dated May 24, 1991, the true interest cost alone to

the Oommonwealth would certainly significantly exceed the annual cash flow

being generated by the Parking Garage. Management of the MOCA has been

aware of the seriousness of this problem since 1988. At the present time,

MOCA management has not yet developed a comprehensive plan which would

address all pertinent aspects of this problem despite the State Auditor's

call for expeditious treatment of this situation early last year.

Additionally, several significant operating issues have been

identified in association with the ongoing management of the Parking

Garage. The Parking Garage is overstaffed compared with other garages.

It spends 70% more on personnel than the recently-opened garage at Post

Office Square, which is the same size as the Parking Garage, but operated

at higher occupancy levels. It has 70% more staff than the

comparably-sized facility operated by the Philadelphia Civic Center.

Four convention centers listed which also have parking facilities return a

higher percentage of revenue as operating profits, earning 65% to 85%

versus the Parking Garage's 50% in 1990 and 45% in 1991. A 5 percentage

point improvement in this connection would result an increase in net

revenues of $180,000.
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Earnings Percentage

Atlanta 70%

Los Angeles 65%

Orlando 80%

Philadelphia 70%

Hynes 45%

Overtime expense for maintenance and cashiers at the Parking Garage

has run at 40% for the past two years. Typically, garage management

groups staff for as little overtime as possible. Since there is little

unanticipated work, such staffing patterns are very easily accomplished.

Given the necessary work hours due to the peaks of activity, experienced

garage managers use mostly part-time employees as cashiers, a practice not

used by the MOCA. A change in practice in this area could result in lower

expenses of approximately $50,000.

The shuttle bus program at the Parking Garage, costing $130,000

annually, has not been reviewed since the MOCA took over the Parking

Garage. Customers should be surveyed and utilization rates monitored to

determine real value. The MOCA should examine if any revenue was lost

when bus schedules were cut back last year. If the service is necessary,

others might offer the service more efficiently, including the MBIA which

could use the buses in other capacities when not in use for the Parking

Garage. Additionally, a review should be undertaken to see if the same

schedule is appropriate for all four seasons.
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Other garages have irrtroduced several innovative pronation, marketing,

and revenue-raising plans that the Parking Garage could copy, including

multiple visit discounts and advertising on the parking stubs. The

advertising alone could yield $15 - 25,000 in annual revenues.

A serious question is raised as to the ability of MOCA management to

manage the Parking Garage renovation efficiently. Current management of

the MOCA was involved in the renovation and building of the physical

facility comprising the Hynes. Discussed in the State Auditor's Report,

in Exhibit G, are the following facts: 1) the general contractor's

contract value increased from $114,572,290 to $132,616,455 over the course

of construction, as of June 30, 1989; 2) substantial completion of the

project occurred 491 days after the original agreed upon complete date;

and 3) the MOCA is presently involved in a civil litigation against the

general contractor seeking damages related to the contract. The total

cost of maintaining that litigation now exceeds $2,500,000. Experience

dictates that MOCA management should not undertake another significant

renovation project.

It is a conclusion of this study that it is very likely that the

Parking Garage is perilously near the end of its utility in providing an

annual cash subsidy to the MOCA, and, therefore, no reason exists to keep

the Hynes and the Parking Garage joined. Because of its handling of the

renovation and building of the Hynes and its management of the operation

of the Parking Garage, it is a reconmendation of this study, that, before

the Parking Garage deteriorates further, people experienced in the

successful renovation and operation of facilities similar to the
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Parking Garage be sought to submit proposals to renovate, finance, and

operate the Parking Garage. Towards this end, it is reccmnended that

1) the MOCA transfer ownership of the Parking Garage to the Commonwealth

to be under the auspices of the secretary of administration and finance,

and 2) he issue a request for proposal to qualified private firms for the

renovating, financing and operating the Parking Garage, all of the

foregoing to be accomplished at the earliest possible date.
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ICNG-TEFM SALES & MARKETING

The principal function of the Hynes is to house major national

and international convention-like events which will bring out-of-town

visitors to the greater Boston area whose spending will generate

significant state and local tax revenue. The greatest ccttmercial

beneficiaries of such spending are area hotels, restaurants and

retailers. These businesses comprise the membership of the GBCVB.

The marketing function associated with bringing convention-like

events to convention centers is most ordinarily performed by the

convention and visitors bureaus (CVB) , similar in membership to the

GBCVB, in the related cities. The business of the CVB is bringing

large numbers of travelers to a locale, and conventions represent

high concentrations of travelers. Therefore, it is logical to

delegate the authority to the CVB to market and book business which

it is ideally suited to attract and it is already devoting

substantial resources toward, and this is the norm nationally.

Moreover, event planners are historically accustomed to looking to

the convention and visitors bureau to act in that capacity. Unlike

mosts of its competitors across the country, the Hynes has retained

ultimate responsibility for long-term marketing and bookings (i.e.

events to occur 12 months in the future as to the Hynes and, more

typically, 18 months at other convention centers)

.

The current marketing structure associated with the Hynes has

not worked very well. Event planners have reported that booking

events at the Hynes can be a confusing process. The event planners

ordinarily contact or have been contacted by the GBCVB, which, while
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not ultimately responsible for Hynes marketing, is very involved in

it, being the principal marketer of the City of Boston and the

Hynes. The event planners typically ask the GBCVB if space is

available at the Hynes for a certain period in the future. Because

the Hynes has not networked their computers with the GBCVB making

booking data immediately available to it, the GBCVB must call Hynes

staff for information on booking availability, and there is usually a

series of phone calls necessary to establish open dates, steps not

experienced by event planners dealing with well marketed facilities.

Most national convention centers have very specific guidelines

on who can book the facilities, and how far in advance. In most

instances, large parts of the convention center can be booked only

with the joint participation of the convention center sales staff and

the local CVB; in all cases, the CVB is responsible for the marketing

of the city nationally and internationally. A separate structure to

market the city's convention center is considered duplicative. Event

planners, local hotel managers and members of the GBCVB board have

reported that they feel that the marketing of the Hynes is

uncxxjrdinated and presents a duplicative effort, the Hynes and the

GBCVB often working at cress pruposes and, ultimately, in a costly

fashion.

The best evidence of the effectiveness of the marketing of the

Hynes is the business it has generated. As discussed in Section II,

the Hynes generated approximately 466,815 hotel room nights in 1990,

and, after taking into account all direct and indirect tax revenues
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generated by visitor spending, failed to attain self-sufficiency.

Other evidence in assessing the effectiveness of that marketing is

the business it is scheduled to do. Set forth as Exhibit H to this

section is a chart which indicates that events booked at the Hynes in

1992 appear to generate approximately 326,500 room nights, which is

of great concern to area hotels and businesses. Bookings through

1995 are also substantially down from the peak year of 1990.

It is therefore a recommendation of this study that the Hynes

contract with the GBCVB to market and book all convention-like events

to arise 18 months or more in the future, and that only the GBCVB

have the authority to book the Hynes for any event to occur in that

period. In this connection, it is further recommended that the Hynes

pay the GBCVB $400,000, annually, for that function in order for the

GBCVB to employ additional staff required for that purpose and that

management of the jointly operated Washington, D.C. , office, and

associated expenses, of the Hynes-GBCVB office be turned over to the

GBCVB.

While the foregoing reccmmendations place with the GBCVB the

responsibility for long-term marketing, it is a conclusion of this

study that management and staff of the Hynes and the GBCVB must work

closely with each other, meeting at least bi-weekly to review all

bookings and prospects and, when appropriate, conduct joint sales

calls. Despite the fact that the Hynes and GBCVB members may

occasionally compete for special event, short-term business from time

to time, they nevertheless continue to be each others' most critical
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allies in attracting mutually beneficial convention business. The

convention business when done excellently requires the cooperation of

many parties, including the Hynes, the GBCVB, local hotels and

businesses, the Ocrananwealth, and the City of Boston. It is hoped

that the model of this cooperative effort will be provided by the

relationship between the Hynes and GBCVB.

Having discussed the assignment of the marketing function, what

follows is an approach to the formulation of economic objectives

constituting the basis of that marketing. In order to evaluate the

performance of the Hynes in this regard, it is necessary to track its

economic impact which, in turn, is virtually determined by the number

of visitors who come to such events and spend nights in area hotels.

(The subject of economic impact was thoroughly discussed in Section

II of this study) . More important, however, is to plan for such an

impact in developing its booking policy. Management of the Hynes has

reported that they do not track hotel room night usage.

Based upon the conclusion of this study and the visitor mix,

assumptions, and methodology underlying it, each hotel room night

generated by an event at the Hynes results, ultimately, in state and

local tax revenues of $51.89. Leaving aside the difficult issue of

how local taxes should be considered in relation to the Hynes

operations, it is relatively simple to determine an urderstanding of

what a present booking will generate in future tax revenues. Because

convention-like events are typically booked many years in advance,
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cnoe hotel roan night needs are approximated for those events,

economic impact for future years can be estimated. So too, this

information will help to determine a booking policy which will serve

to support a level of economic impact. For example, if the goal is

to host convention-like events at the Hynes generating $50,000,000 in

state and local tax revenue, then, at $51.89 per hotel room night, it

will be necessary to generate 963,577 hotel room nights. If the

Hynes can house 50 events, then each event mist average 19,272 room

nights, roughly 5,000 peak night rooms. In this connection, the

present booking policy of the Hynes provides that to contract for

space one year or more out, the event must need 1,000 hotel rooms,

which is peak night need, which, in turn, translates into

approximately 4,000 hotel room nights.

It is a recommendation of this study that, prior to booking an

event at the Hynes, suitable proof of anticipated hotel room usage by

that event be provided and, subsequent to the event being held, hotel

room night usage reports from the hotels housing the visitors to the

event be obtained. It is a further reccranendation that realistic

long-term economic tax impact goals be developed with respect to the

Hynes, that long-term and short-term booking policies appropriate to

the achievement of those goals be designed, and marketing efforts be

focused on attracting events suitable to the attainment of those

goals.
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SERVICE AND OPERATIONS

The most critical factor for success in the operation of a

Convention Center, according to both Center managers and customers, is

the level of service given to users once an event has commenced. In

terms of overall level of service currently given, despite many initial

start-up difficulties and complaints in 1988 and 1989, management of the

Hynes has made progress in this area. The event coordination staff has

been successful in dealing with such user needs and issues as they

arise. Recent users have credited the Hynes with being on a par, in that

regard, with other convention centers in the country. Additionally, MCCA

has addressed other areas of operation and has made progress in their

improvement. It is the recommendation of this study that current

management continue to perform these functions, providing the same types

of services performed by private management companies in convention

centers in New York, Los Angeles, Philadelphia, San Francisco, and Miami.

In this connection, it is a recommendation and a condition to the prior

recommendation, that the performance of MCCA management in meeting the

objectives of this study be monitored closely by the MCCA board over the

next year. If a determination is made that such objectives are not being

met, steps shall be taken for the expeditious privatization of these

functions.

In several areas, opportunities have been found for greater

efficiency or expanded revenue. Management should focus its effort on
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these areas, through which a portion of the operating deficit could be

eliminated. The following examples are not comprehensive, but still

could yield annual improvements of $500,000 - 750,000.

To understand how the financial condition of the Hynes can be

improved, the competitive economics of convention centers must first be

understood. Well run convention centers structure their rental, service

and food charges in order to be competitive in attracting the events

which will bring the greatest number of out-of-town visitors. Typically,

convention centers charge less than the full cost of those items, with

the exception of food, to attract events which maximize hotel and other

tax revenue generated by visitors. Convention centers, however, are

successful in very different degrees in generating other revenue while

events and conventions are being held. Success or failure at generating

such revenue, as well as staffing and overall cost management efficiency,

determine which convention centers cover their operating expenses and

which lose money.

Compared with other convention centers the Hynes is slightly

overstaffed, but, more importantly, inappropriately staffed. The

convention business is extremely seasonal, with wide fluctuations in work

from week to week. It is the perfect example of a business that requires

the employment of temporary and part-time staff. A very positive feature

of the Hynes union contract is the flexibility in job definitions, so

that maintenance workers can be assigned to various tasks as the work

requires. However, management relies too heavily on its own employees
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for all internally produced functions, resulting in periods of enormous

overtime (for maintenance, it ran 25% of total payroll in both 1990 and

1991), while there were also periods of virtual inactivity. Since all

employees are guaranteed forty hours of work per week in the union

contract, costs that could be variable with business are fixed when

business is slow, but variable when busy.

Other convention centers have very effective alternatives. The

Moscone Convention Center in San Francisco does not guarantee their

employees forty hours per week, and, during times of significant

workload, goes to their consolidated engineering union for additional

workers. Their overtime expense is less than 5% of total payroll. A

change to the San Francisco structure and staffing level could save the

Hynes as much as $450,000 in salaries plus benefits per year. Another

alternative is the Los Angeles model, whereby they offer overtime to

other city employees in the same trades as those required. Although they

still pay the higher overtime wages, they are able to keep their

steady-state staffing, at a 20% lower than comparable Hynes staffing.

Implementation of this model at the Hynes incorporating the use of state

employees could save approximately $300,000 per year.

Additionally, opportunities for revenue growth for the Hynes

exist. Non-rental revenues to convention centers come principally in two

varieties: the first, additional services provided for facility users and

the second, percentage fees negotiated with vendors contracting with

those users to provide services.
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The most significant vendor contract for most convention centers is

for food service. Despite the controversy regarding the quality and cost

of food at the Hynes, the contract between the MCCA and ARA Food Services

generated revenues for the MCCA at industry standard percentages of food

and beverage revenue generated.

Many convention centers have recently opened business offices to

provide visitors convenient access to office services. In all cases,

surveyed, these centers have become profitable immediately. They may

provide fax, photocopying, telecommunications services, secretarial

services, and beeper rental, as well as selling some basic office

supplies. Providing this service is seen in the convention centers that

operate them as both an improvement in visitor service due to

convenience, as well as a source of revenue. Staffing is typically with

part-time and temporary workers, employed only during periods when events

that would attract customers using such services arise. If physical

space is available, the start-up cost is approximately $50,000, which can

be earned back in several months time.

Physical security for the Hynes is provided by an outside

contractor. Although this is not common in the industry, there seems to

be no cost difference. Additional security required by exhibitors is

currently arranged by the Hynes at a loss to the MCCA, while other

convention centers offer recommended vendors who pay the convention

center a fee. Such fees could be an additional source of $25-50,000 in

revenue.
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Few convention centers buy audio-visual equipment other than the

basic sound equipment required for all meetings. A valid reason is that

technology is changing rapidly in the field, and convention centers do

not have enough demand for each specific type of equipment. Some centers

have vendors who are very familiar with all rooms at the center. In

exchange for recommendations, they return 15 to 20% of revenue to the

convention center, which could yield another $10-25,000 in revenue at the

Hynes.

The opportunities described above constitute a selection of

examples generating revenues in other convention centers. It is

impossible to identify all such opportunities however, such arrangements

have the potential to generate hundreds of thousands of dollars in

additional profit. They are very possible to implement, because other

convention centers are currently doing them right now.
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EXHIBIT G

3. Deteriorating Conditions of the Boston Common Parking Garage Could Affect

the Financial Condition of KCCA If Repairs and Renovations Are Further

Delayed :

The Boston Common Parking Garage is a three-level, underground structure

situated beneath the Boston Coinraon in downtown Boston. Built in 1961, the

garage is a concrete structure comprising slab floor systems, columns, beams,

walls, and vehicular ramps.

The 1934,- 1985, and 1986 safety inspection reports on the conditions of

the Boston Common Parking Garage cited various ongoing structural problems and

continuing deterioration. However, the reports for 1984 and 1985 minimized

the magnitude and extent of the structural problems by stating that they were

to be expected in the normal course of operations and by concluding that the

parking garage's maintenance staff could make the necessary repairs.

The 1988 engineering report and the 1986 safety inspection report were

more extensive in describing and graphically displaying the structural

problems of the Boston Common Parking Garage. Both reports included

photographs of the existing damaged areas and stated that as much as 25

percent of the total floor area had delaminated (i.e., concrete was pulling

up) and required repair. Moreover, the reports also indicated that ceilings

of the three levels in the parking garage were showing widespread spalling, or

breaking up of concrete, generally caused by infiltration of salt during

winter operation.

The 1986 safety inspection report concluded that

the magnitude and scope of the distress in both the concrete and the

reinforcing steel dictates that an in-depth investigation should be

performed to ascertain whether the structure is still within the safe

range to carry its design loads. Deterioration has reached a stage

such that the conditions noted should have corrective repairs action
taken.
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EXHIBIT G (cont.

)

The \9P>& report, in also concluding that the parking garage had

significant;/ wote riorated , r«i^auaended to KCCA that the following course of

action bi '.aken: ;

In order to extend the service life of the structure, we recoirjnend an

aggressive repair program be instituted to address the observed

concrete deterioration. This repair program would consist of

removing and replacing nil areas of deteriorated concrete, sealing
cracks and construction joints, and installing a protective
waterproofing system on all top deck surfaces.

The 1938 report estimated that the cost for restoring the parking garage

ranged from $8.5 to $9-5 million, while noting that repairs could be phased in

.over several years. In December 1989, MCCA selected an architect to begin a

study on the rebuilding needs of the parking garage. We noted that on June

30, 1989, KCCA had an unexpended balance of over $8.4 million in its Civic and

Convention Center Fund that can be applied toward this repair project.

Recommendation : We recommend that KCCA implement an aggressive repair and

renovation program in order to halt further deterioration of the Boston Common

Parking Garage. KCCA cannot afford to neglect renovating this important

revenue-producing asset. To do so could result in the loss of income and

further demand for support from the Commonwealth, which is not in the position

financially to satisfy all requests.

Auditee's Response :

The discovery of internal structural problems that long

pre-date our existence as an Authority, and which were not detected
by engineering firms until final design work began pursuant to K.G.L.
Chapter 149, will far exceed the balance in the Civic and Convention
Fund that can be used for repairs. Ve are conducting studies to

determine whether we should proceed and, if so, the financing
options. No matter what course is followed, the loss of revenue from
the garage will be substantial if not total for a considerable period
of time.

Auditor' s Reply : For public safety as well as cash-flow reasons, we

encourage the Authority to expedite its efforts to aggressively repair and re-
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EXHIBIT G (cont.

)

Mid the parkin B*-.i S *. KCCA cannot afford to neglect renovating this im-

portant revenue-?:- !.,:ing asset and risk the loss of the source of revenue as

a result of havi:^ to discontinue operations while repairs are undertaken.

The Legislature intended that the garage help "assure the financial

feasibility" of KCCA.
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1992 HYNES BOOKINGS

EXHIBIT H

PEAK ROOM
NIGHTS BOOKED

ESTIMATED TOTAL
ROOM NIGHT USAGE

1st Quarter 8 Events

2nd Quarter 13 Events

3rd Quarter 8 Events

24,700

30,600

14,900

101,000

125,500

61,000

4th Quarter 4 Events
TOTAL 33 . Events

9,500
79,700

39 , 000
326,500
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V. CONCLUSION

The purpose of this study is to establish a business plan for the MCCA

to be reviewed by the board members of the MCCA, the Legislature, Hynes

management, and, most importantly, the citizens of Boston and the

Commonwealth. The report makes several specific recommendations,

principal among them are that 1) there be solicited immediately proposals

from private firms for the renovation, financing and operation of the

Parking Garage, 2) the MCCA delegate to the GBCVB on a contxactural basis

the long-term marketing and booking of the Hynes, and 3) current

management be kept in place at the Hynes solely for the performance of the

day to day operations and short term marketing and booking of the Hynes.

Ongoing management review would be conducted by the MCCA board. If a

determination is made that management objectives are not being met, steps

shall be taken for the expeditious privitization of all significant

management functions.

The criticisms in this report are intended to benefit the MCCA and to

highlight several areas that need improvement. This report recommends

that the current Hynes management continue to perform the services that

they perform best and recommends relieving them of duties and functions

that they either perform poorly or should not be in the business of

performing.

The importance of increasing tourism in the Commonwealth and the role

of the Hynes in bringing visitors to Massachusetts cannot be

over-emphasised. This study intends to set forth a blueprint of the plan

to establish the credibility of the Hynes, and to restore confidence in

Massachusetts, Boston and the Hynes to make them among the very best

convention sites in the United States.
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