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SPECIAL CITY COUNCIL MINUTES

The City Council of the City of Raleigh met in Joint session with Wake County Board of Commissioners on Monday, August 5, 2002, in Conference Rooms A and B of the Raleigh Convention and Civic Center, at 6:00 p.m.  The purpose of the meeting was to receive a report on a joint study authorized by the Raleigh City Council and the Wake County Board of Commissioners on the market feasibility of an expanded or new Convention Center.  Members present were as follows:



City Council




County Commissioners

Mayor Meeker




Chairperson Coleman


Ms. Cowell





Mr. Council


Mr. Hunt





Mr. Gardner


Mr. Isley





Mr. Malone


Mr. Kirkman





Ms. Mangum


Mr. West





Mr. Ward









Mr. Weeks

Dinner was served in Conference Room A.

The group convened in Conference Room B at 6:45 p.m.  Commissioner Coleman called the meeting to order and the group was welcomed by Mayor Meeker.  The following item was discussed.

CONVENTION CENTER – MARKET FEASIBILITY STUDY –RECEIVED

Jay Mahan, Chairman of the task force that oversaw development of the KPMG study and Chairman of the Greater Raleigh Convention and Visitors Bureau Board of Directors opened the meeting with the following statement:

Tonight we take a first step in what should be an open and careful community discussion and consideration of a new Convention Center for Raleigh and Wake County.

We would like to thank the city and county for their support of this market and financial analysis.  The city and county managers were part of our Task Force that oversaw development of the analysis.  I would like to thank them and other members of the Task Force for their insights and assistance.  Task Force members, please stand and let us thank you for your time and commitment to this project.

We are not here tonight to ask for any rush to judgment on this issue.  We recommend that the next step is for this information to be incorporated into the coming deliberations for the development of a small area plan for Raleigh’s downtown.

The timing for this analysis and the small area plan couldn’t be better.  It has been 10 years since Raleigh and Wake County considered the need for a new convention center.  This is not the Raleigh or Wake County of 10 years ago.  Our population has grown from 460,000 to 675,000 in Wake County.

According to the Downtown Raleigh Alliance, in just the last six years more than $400 million has been invested in new projects downtown.

Ten years ago there was no Caffe Luna, no Glenwood South entertainment district with places like Sullivan’s Steakhouse and Southend Brewery.  There was no Jillians or Second Empire or Irish pub.

Ten years ago there was no BTI Center for the Performing Arts.  The Museum of Natural Sciences was a mere shadow of the new facility that has already attracted national attention for Raleigh.  Ten years ago Raleigh was not a National Hockey League city.

In the last few years there have been 600 quality residential units built in downtown Raleigh, probably more than in the previous 10 years combined.  And earlier this year Progress Energy announced two additional $100 million mixed used projects for downtown Raleigh.

Ten years ago there was great uncertainty about whether the hotel occupancy and prepared food and beverage tax collections would meet their projections and whether property taxes would be needed to support the facility.  Now we know those collections have exceeded projections and believe we can develop a financing plan that the community will support.

Much has changed in the convention business, too, over the past 10 years.  It has become an even more lucrative source of revenue for cities.  The idea has caught on in a big way.  It has not been lost on other cities that convention visitors come and spend enormous amounts of money with mostly small businesses, creating lots of jobs.  Then they go home.

As this report will make clear, the size and configuration of our convention facilities, including the lack of a convention quality hotel, have forced conventions to focus on other markets.  They want to come here, but they can’t.  That has cost Raleigh and Wake County’s economy hundreds of millions of dollars in lost revenues for our small businesses and payroll for workers.  The other cities have passed us by as if we were standing still.  And that’s just what we have been doing…standing still.

We asked the experts at KPMG to give us their arm’s-length analysis of where Raleigh and Wake County stands in the convention center market; what their recommendations would be to improve our standing; and what our potential is.  They gave us their best person to take on that task.

Mr. Mahan introduced Susan A. Sieger, Director, Convention, Sports and Entertainment practice of KPMG who presented the market and financial analysis for a new or expanded convention facility in Raleigh, North Carolina.  She talked about the purpose of the study, research tasks conducted, overview of the existing center, strength of the destination, constraints for Raleigh’s ability to better penetrate the convention and meeting market, need for more and better configured convention space to maintain and grow the existing base of business, comparison of exhibit space with other facilities in the State region, similar size state capitals, user survey, construction of a new dedicated convention center, advantages over renovation or expansion of the existing facility.  Her report outlined building program recommendations, future uses, financial analysis, estimated utilization, 5 year operating revenues, total cost, estimate of employment and a comparison of annual economic impact estimate of the existing center compared to a proposed new center, estimated state and local tax revenue and cost and funding issues.  She presented the following summary of key points:

· Current facilities do not allow Raleigh to maximize its penetration of the convention and meetings market.

· Projected future changes in the State and regional competitive marketplace will negatively impact Raleigh’s competitive position.

· Based on this analysis, a new convention center offering more than double the size of the existing RCCC is recommended.

· A new dedicated convention center would attract a different mix of business than the existing business which would generate significantly more room nights and other economic and tax benefits.

· Approximately $95.8 to $152.4 million to the State of which approximately $70.7 to $112.4 million is estimated to occur in Wake County on an annual basis.

· Approximately $5.7 to $9.1 million annually in State and local tax revenue.

· Development of a convention quality headquarters hotel is critical to the success of the facility.

· Additional funding for marketing initiatives will be required to adequately market the new facility.

· Further analysis needs to be conducted related to the potential site, the development of a hotel and the total project costs.

Mr. Isley left the meeting at 7:20 p.m.

Discussion followed relative to the size being recommended, whether the proposed size is large enough, the need to not overbuild for infrastructure and needed hotel space.  Ms. Sieger pointed out the recommendation is for a 400 to 500 room hotel, that a hotel should be in tandem with the new convention center.  If it is successful more hotel space will be needed.  Ways of financing was talked about.  Perception about inadequate parking in the downtown was discussed as well as needed amenities.  Ms. Sieger talked about the size of a proposed convention center, pointing out it is not just the size but the more efficient configuration that is needed.  She talked about the need to have banquet, meeting and exhibit space all at the same time.  How close the existing center is to not being able to compete with other centers was also discussed.  The need to look at market demands was talked about.  The successfulness of the existing center and whether the existing center could be used in connection with a new center and how that is seen was also discussed.  The type hotel that is needed and the feeling that you do not necessarily have to have a 4 or 5 star hotel but have to have one that is convenient, quality hotel being necessary to be a true convention center.  The need to offer or have discounted hotels in close proximity was pointed out.  The fact that many of the people attending the presentation are part of the Fayetteville Street Visioning Committee and the work of that Committee was discussed.

Work that is ongoing in fairgrounds, arena area and how that would relate to the need for a new convention center was talked about.  The master planning work at the fairgrounds was pointed out.  Market demand growth and how long the proposed center would serve the needs was a point of discussion with it, being pointed out you always need to plan for adequate expansion.  Ms. Sieger again talked about the configuration of the space at the existing center and the importance of the configuration of space which would allow for a meal function, meeting, ballroom or exhibit space all at the same time and keeping spaces separate.

Harvey Schmitt, Greater Raleigh Chamber of Commerce stated this looks like an exciting concept.

Jim Massengill, Progress Energy, asked about the next steps.

Mayor Meeker stated he feels the next steps would be to review the report and maybe the City and County could get together a small working group to try to refine the proposal.  City Manager Allen suggested the possibility of having a small group of elected officials from each body come up with a small blue ribbon task force to come up with recommendations.  Financing of a new facility was discussed with Mr. Weeks pointing out there are many projects that will be competing for the same dollars and we have to look at the priorities of the two boards.

Dave Heinl, Convention and Visitors Bureau expressed appreciation to the leadership that came together to fund this study.

City Manager Allen pointed out the City is going to be doing a conceptual plan for Fayetteville Street and what happens to the block on which the present Convention Center is located will be a part of that planning.  He talked about the work of the Livable Street Partnership.  The importance of the study and the feeling that a new center would belong to the City, County and others were pointed out.  Commissioner Malone suggested that this presentation be made to the other municipalities in Wake County again stating it will not be Raleigh’s facility alone.  He stated we have to get other municipalities on board in a leadership roll.  Ms. Cowell pointed out the State needs to be involved also.  The fiscal impact presently and down the road was also discussed.

It was agreed that the Mayor and Chair of the County Commissioners and the managers would get together and come up with a plan for the next steps.

Mr. Mahan stated those in the business community know this is going to be a complex issue that will deserve great scrutiny stating the report makes some key points clear First Raleigh has the potential to capture a greater share of the lucrative convention market with a solid potential for significant economic impact particularly for small businesses and jobs.  Secondly, the study shows the convention business would be interested in Raleigh and Wake County in a big way but only if we make significant changes in our convention center facilities that include larger reconfigured space and the recruitment of a convention center headquarters hotel.  Third, the analysis takes a hard-nosed business approach.  It does not recommend the biggest or the flashiest convention center in America.  Finally, the study shows there will be significant revenue from uncommitted funds from the hotel occupancy and prepared food and beverage taxes in the interlocal agreement to pay for the development of convention center facilities.

Commission Chairperson Coleman expressed appreciation for all involved and those who attended the presentation and announced the meeting adjourned at 8:00 p.m.

Gail G. Smith

City Clerk
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