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Building Relationships on Trust




August 15, 2011 - Perini is not surprised by MGM’s self-serving and intellectually dishonest statement released today relating to the Harmon.  

Perini agrees that the fastest way to end the dispute over responsibility to repair MGM’s design errors would be to blow up the building and destroy the evidence.  However, that would be far from the end of the dispute.  MGM is seeking to implode the building to hide the fact that the Harmon is not a threat to public safety and to avoid having the repairs made that Perini and its third-party structural engineers have offered to do.  The real reason for MGM’s eagerness to implode the building is clear.   MGM is looking out for its own economic interests and trying to shift responsibility for its business decisions and its own engineer’s design errors onto Perini and its Subcontractors.  There is no question that   MGM had buyer’s remorse in moving forward with the gigantic CityCenter project during the dramatic downturn in the real estate market in Las Vegas.     MGM is now attempting to blow up the Harmon to avoid adding the Harmon as additional glut to its other vacant properties in CityCenter under the guise of “public safety”.  

The fact of the matter is that the Clark County Building Department’s independent third-party structural engineer and Perini’s third-party structural engineer opine that Harmon is structurally stable and poses no public safety concern, even in the event of a maximum considered earthquake.  Clark County’s and Perini’s third-party structural engineers are two of the most reputable and experienced structural engineering firms in the country, with a wide range of experience including the structural design of many high-rise cast in place concrete structures like the Harmon.  MGM’s statement and that of its purported structural expert are nothing more than an attempt to influence the public who will serve as jurors in Perini’s litigation against MGM.  Perini looks forward to the day when it can tell its side of the story and get the truth out to a jury.  Perini is confident that a jury will vindicate Perini.

Over the last week, Perini has been in numerous meetings with the Clark County Commissioners to educate them on the issue and to answer any questions they had relating to Harmon.  Perini also requested a meeting with officials at the Clark County Building Department to discuss the same, and Perini is still waiting for the Clark County Building Department to respond to Perini’s request.

Previous Press Release with Updates:

It is important to note that the Clark County Building Department commissioned a report from a third-party structural expert, Walter P. Moore & Associates, Inc. After extensive review, Walter P. Moore prepared a comprehensive 36-page report in January 2011 that found the “Harmon Tower structure is structurally stable under design loads from a maximum considered earthquake (MCE) event.” In fact, the Moore Report found design defect “vulnerabilities” that are the responsibility of MGM. Specifically, the Moore Report expressly finds the following vulnerabilities resulting from design defects and requires MGM to address those defects: Vulnerability 1 - Connection Between Tower and Podium; Vulnerability 2 - Diaphragm Steel; Vulnerability 3 - Podium Drag Line Components; and Vulnerability 4 - Elevator Lobby Beams.

MGM did not like Clark County’s expert’s report, which placed blame on MGM for improper design and required MGM to address those design deficiencies, so MGM went to Los Angeles shopping to buy another opinion, which Weidlinger has provided. Perini finds it indicative of MGM's motivation to mislead the public that the Harmon is unsafe in that MGM provided a copy of its consultant's report to the media on the same day it received the report and without providing a copy to its general contractor. 
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MGM’s contention that the Harmon is unsafe is absolutely untrue. The Harmon does not present any current life safety issues even for a “code-level” seismic event. Perini's own third-party structural engineering experts agree with the Moore Report’s finding that the Harmon is stable. Perini’s structural engineering experts have determined that the Harmon was defectively designed, but is currently stable and all design and construction defects can be repaired. Perini’s structural engineers are willing to design the repair and take over as the structural engineer of record so the Harmon can be completed. This would include designing a repair of all of MGM’s design errors and omissions. MGM’s contention that 18 months is needed to design a repair is also preposterous. Perini’s structural engineering expert has already come up with a tentative repair plan.

The truth is, however, that MGM does not want the Harmon to be repaired because the Harmon is worth more dead than alive to MGM. Otherwise, MGM would allow Perini to repair it. MGM never intended to complete the Harmon after the economic downturn; MGM cannot fill the Aria and Vdara hotel rooms or sell the Veer and Mandarin Oriental condo units that it has now. Repairing and opening the Harmon would only create a greater glut of unused hotel rooms for MGM.

Perini has requested the opportunity to repair the Harmon for more than two years, but MGM has steadfastly denied Perini's requests. MGM even opposed Perini's request to the court to have the opportunity to repair the Harmon. Significantly, MGM’s expert does not say the Harmon is unrepairable. Perini is confident that the cost to make such repairs would be a fraction of the cost MGM claims as its damages.

MGM continues to owe more than $200M to Perini and the CityCenter subcontractors – most of which has nothing to do with the Harmon - and is simply using the allegations of construction defects at the Harmon as a ruse to not pay Perini and the subcontractors the amounts they are due. If market conditions were better and MGM found that demand existed for the Harmon hotel rooms, MGM would not be claiming that the Harmon is unstable.
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