

June 4, 2003



Page 1


June 4, 2003



Page 7

COUNCIL MINUTES

The Raleigh City Council and the Wake County Board of Commissioners met in a Special Joint Session on Wednesday, June 4, 2003 at 6:00 p.m. in the Raleigh Convention Center, Raleigh, North Carolina, with the following present.


City Council



     County Commissioners
Mayor Meeker




Chairman Council
Mr. Kirkman




Mr. Bryan
Mr. Odom




Mr. Gardner
Ms. Cowell




Mr. Gurley
Mr. Hunt




Mr. Jeffreys
Mr. Shanahan




Ms. Ward
Mr. West




Mr. Webb
Also present were City Manager Allen, County Manager Cook, City Attorney McCormick and County Attorney Forrell.

County Commissioner Chair Council called the meeting to order and the following item was discussed with action taken as shown.

CONVENTION CENTER STEERING COMMITTEE – RECOMMENDATION RECEIVED; HEARING SET FOR JUNE 16, 2003; REQUEST FOR ADDITIONAL INFORMATION - RECEIVED

Mike Patterson, Chairperson of the Convention Center Steering Committee, stated the purpose of the meeting is to summarize the findings and recommendations of the Steering Committee.  Mr. Patterson introduced the chairs of the subcommittee, Hugh Allen – Business and Finance, Ray Champ – Facilities and Barbara Mulkey – site selection.  He stated a number of members of the committees were present.  All of the members devoted significant time to the process with their only compensation being a significant contribution towards the future economic vitality of our city and county.  He explained when the process was started in September, their mission as fourfold:  
· To select a possible site in coordination with the Livable Streets Partnership

· To identify what type of facilities were needed

· To determine cost and financing

· To identify a business plan which outlines the value of the project to Raleigh and Wake County

Mr. Patterson stated they have accomplished the goals and they are recommending a site that they believe to be a perfect fit for the Livable Streets Plan to help revitalize downtown Raleigh.  They are recommending a facility that will be twice the size of the existing convention center yet one size to match the mostly state and regional convention market place this center will serve.  He stated our area has a lot of catching up to do.  Our current convention facilities rank dead last among comparable cities in the convention center function space as outlined in the report.  The Committee is recommending that a hotel must be a part of any convention center complex.  Both KPMG and HVS reached the same conclusions.  They said do not bother to build the convention center without a hotel as that would be like building a library without books.  Both also reached the same conclusion about trying to upgrade the existing Convention Center.  It will not work.  HVS called it cost prohibitive and KPMG said the existing negative perceptions could not be overcome.  Both firms also surveyed convention planners and association directors that produced the same positive results.  Those planners and directors would like to bring their convention and meetings to Raleigh but they do not because Raleigh has inadequate facilities.  Mr. Patterson stated the new convention center/hotel complex would be the centerpiece to the Livable Streets “Five in 5” plan to revitalize downtown. The scope and quality of the combination of convention, residential, commercial, corporate, cultural and entertainment projects will be unparallel in the City’s history.

Tom Hazinski, Managing Director, HVS International, Paul Sajovec, Senior Vice President of HVS International and Chris Eseman, Partner in Charge, LMN Architects, presented the consultant’s report, gave information on the consulting team, elements of the business plan, primary convention facilities and hotel supplies, event planner ratings of market attractiveness, function space with new facility, number of potential convention center events, potential convention center attendance, potential convention center room nights, convention center financial operations, projections of revenue and expenditures, map of sites that were under study, the site criteria, site evaluation matrix, space allocation summary and the various schemes for Phase I and II models.  They represented information on the existing Raleigh Convention Center, Scheme B phasing plans, various views of the projected site, presented information on the hotel financial operations, projected hotel operations, available resources, financing and working cost estimates, financial resources and financing for a hotel and convention center.
Mr. Patterson stated it is of paramount importance to remember that the original stated purpose for the creation of the hotel occupancy and prepared food and beverage taxes enacted in 1992 and 1993 respectively was to build a convention center.  Passive of the legislation to secure that source of funding would not have been possible without the support of the hotel and restaurant communities.  That support came on the promise that those funds would be used for building a convention center.  After using those funds for a variety of other purposes over the past decade it is time to delver on that promise.  Mr. Patterson stated he has resolutions supporting this project from the Greater Raleigh Chamber of Commerce, Downtown Raleigh Alliance, Greater Raleigh Convention and Visitors Bureau and letters of support from the Triangle Area Hotel/Motel Association and the North Carolina Restaurant Association.  He stated there is no better time than now to put those funds to work for the Community’s future.  Interest rates are at their lowest in over 40 years.  Given the expectation for higher interest rates in the near future, it will save significant money to begin the project as soon as possible.  The Committee feels that a financing done in approximately 18 months can be done at a projected rate of about 5.25 percent.  If it can be done sooner an even better rate is likely.  However, if the financing is delayed and the rates go up another one percent, annual cost to repay the debt would increase by as much as $1.6 million per year or $48 million over 30 years.  It is a positive environment for securing competitive construction costs.  A delay in the project would only drive up the costs of the investment more.
Mr. Patterson stated as for the hotel, the Committee feels the City and County’s goal should be private financing.  At the same time, as the consultants have said, the realities of the market place are that some type of public investment may be necessary in order to secure the financing needed for the hotel.  The Committee strongly agrees the hotel is essential for the success of the convention center and supports such a public/private effort.  He stated joint public/private financing is not something new to Raleigh and Wake County and referred to the RBC Center pointing out the City Council and County Commissioners have an excellent record in these matters as the agreement with the Hurricanes is generally recognized as one of the best if not the best for any NHL city.  He pointed out Charlotte has a public/private partnership in their 700 hundred room Westin headquarters convention hotel adjacent to their downtown convention center.
Mr. Patterson stated based on the KPMG study, the total additional economic benefits from the convention center over the first five years will be $340 million for North Carolina, $259 million of that benefit will be in Raleigh and Wake County.  The new convention center will generate 1,200 additional new jobs including 900 in Raleigh and Wake County.  The City estimates the hotel property alone will generate an additional $598,000 per year in property taxes.  In addition, they project a net increase of almost $5.2 million in Wake County tax revenue paid for by visitors over the first five years of the project.  They believe that these tax revenues would easily cover any additional net annual operating cost of a new convention center but the economic benefits are even more impressive when you consider what they do not include.  Construction jobs for the convention center and hotel are estimated to be 1,776 full time jobs over the life of the construction according to Mike Walden, Economist with NCSU.  Sales tax benefits from the construction materials brought to the job site are estimated to be $2.7 million of local sales tax revenues citing the City of Raleigh as the source of that information.  He stated adjacent property values should increase.  These economic benefits are the best of all since most of these new dollars are generated by visitors to the community and that is new money that won’t require public services in return and in fact will help pay for some public services in our community.  Based on the consultant’s report, the net operating cost for the new convention center will be about the same as for the existing one, plus the project will provide the City and County the following extra benefits during the first five years:  $259 million for an additional economic benefit, $52 million in additional tax revenue not including ad valorem taxes and 900 new jobs.  He stated these are benefits that will reach far beyond the downtown location for the convention center.  There will be companies in North Raleigh and across the county from Apex to Zebulon whose business will improve as a result of the convention center/hotel complex and new visitors spending.  He stated this new business and the operation of the convention center and hotel will create more jobs for people in Wake County.  He stated whether one lives in Wendell, Wakefield or Weston, they will benefit from the increased tax revenues and expanded tax space that this convention/hotel complex will provide.  Raleigh and Wake County are certainly great places to live compared to 20 years ago, we have more job opportunities.  There is more cultural, shopping and entertainment choices, our schools are even better.  We have been on practically everyone’s list of best places to live and work in America.  We have been part of the growth that has made this area the 29th largest media market in the country.  Despite that progress, there has been a challenge to this area’s profile bubbling just below the surface.  Our City’s downtown is not dying but is certainly wheezing.  In a relatively, quit subtle way, our community has begun to meet that challenge.  Already it is hard to imagine Downtown Raleigh without the extraordinary BTI Center for the Performing Arts.  It is also hard to believe that just a few short years ago you could count on one hand the number of good places to eat within a few blocks of this location, but now we have numerous restaurants and entertainment venues.  The list of downtown housing development serving various income levels is also growing at a rapid place.  Progress Energy is making an investment whose long time value for this community is truly immeasurable.  Hundreds of people have joined together through Livable Streets to open our eyes to even greater possibilities and it has become clear that a crucial piece missing to this renaissance of downtown is the convention center and hotel complex. It is hard to find a significant sized city in America that does not have an economically vibrant downtown.  Nearly all of those wonder cities have a full service, top quality convention center and hotel complex, but not Raleigh.  Raleigh and Wake County cannot afford to maintain that status quo.  We have gotten this far because of leaders like those in this room have not rested on past Laurels.  For all of these reasons, the Convention Center Steering Committee believes now is the perfect time to move forward on this project and urges the City Council and County Commissioners to support construction of a new convention and hotel complex.
Commission Chair Council pointed out the two bodies has another meeting scheduled on June 16 and he feels it would be a good idea to go ahead and set aside June 30 in case another meeting is needed.
Mayor Meeker commended the Steering Committee and all involved in this effort.  He suggested that Council members and Commissioners put their questions on the table as soon as possible so the City and County staff and/or consultants could have replies ready at the June 16 meeting.  Commission Chair Council stated he thought it was very important to have a public hearing scheduled for June 16.  He stated it would be good to have staff and/or consultants to provide answers to the questions put forth by Council members and Commissioners and then open the floor to the public.

During the presentation and when requested by Mayor Meeker, the following questions were put on the table.  The questions are listed in random order and grouped by source:

Mr. Kirkman:

· Would a convention center work without a hotel?

· Would a hotel work without a convention center?

· What is a hotel occupancy rate now?

· Give us payoff models using 75% and 80% of the dedicated revenue.

· Are we assuming that all public funds would come from the hotel food and beverage taxes?

· Could we get information or numbers on what Charlotte had to do to get the Westin, how are they doing?

· Could we get a copy of the survey and answers to the survey?

Mayor Meeker:

· How will the operating expenses or losses be paid for?

· Where will the promotional expenses come from – who will pay?

· How will the hotel bidding process/negotiations work?

· If there are naming rights associated, where would the funds go?

· What would be a reasonable amount one would expect to pay or we would expect to receive from naming rights of the facility?

· Do we need to make any decisions on future needed expansions at this point?

· How will the financing plan work?

· Give us some time lines on financing from the dedicated sources, how would the remaining funds be allocated?

· Will there be any retail uses or other public space in the facility that will be available for our citizens to use?

· Is there going to be some type recognizable feature – a feature that everyone will recognize and associate with the facility?

· Would like to see the projections the group did for RBC Center and the actuals.

Ms. Ward:
· Are there any recommendations as to what to do with the existing convention center?

· Are there any features proposed for the facility such as a water feature?

· I have heard concerns about the existing convention center obstructing the view between the Capital and the BTI Center, hopefully that will be considered when deciding what to do with the existing convention center.

Mr. Hunt:
· Could you give us a clear chart to show the economic benefits versus operating deficits or losses and carry that chart out a number of years?

· Who is going to operate the new center if built?

· Who will manage the facility?

· In the survey, why did people say they would choose Raleigh for a convention?

· How do you figure economic benefit and what is the multiplier effect?

Mr. Gurley:

· Would like to see the tract record of the companies who did the projections?

· Are there examples of where projections were done for other facilities, the facilities now built and operational and how close are they to the projections?

Chairman Council:

· Is there a standard of deviations used in the projections?

Mr. Shanahan:

· What is the total amount of interest projected?

· Mr. Shanahan had questions concerning return on investment, hotel subsidy and how the financing would work but did not ask for any specific information.

Mr. Jeffreys

· What are the City of Raleigh’s plans for Fayetteville Street Mall and the existing Convention Center?
Mr. Bryan:

· Explain what is meant by availability of funds being back loaded?

· Based on the use of hotel, food and beverage tax being used, does that mean other projects would have to be delayed?  When would other funds become available to do other projects?

Mr. Webb:

· Would you expand on number of jobs, types of jobs, etc.?

Mayor Meeker moved that a public hearing be scheduled on June 16 to receive input on the proposal.  His motion was seconded by Mr. Kirkman and put to a vote which passed unanimously.

Various Council members expressed appreciation for the unbelievable amount of energy and expertise involved in this work.  Mr. Odom pointed out the City Council has voted to open the 100, 200 and 300 blocks of Fayetteville Street Mall and has adopted the Five in 5.  The Council has also authorized the City Manager to send out an RFP to find out the cost involved pointing out the City’s problem is finding the funds to do that work.  Mr. West pointed out he feels the strategies that have been laid out will make us #1.  Ms. Ward pointed out we are at the bottom of the list convention wise and in looking at all of the potential that is out there, she would wonder if this facility is large enough.  The consultant indicated the proposal is not to make Raleigh a national focus; they looked at it as a regional convention destination for the south east and North Carolina.  They stated they too were surprised at the results of the survey.  They talked about Raleigh being the capital city and the central location in the State and compared it to Columbus, Ohio and Sacramento, California.  He stated we are not trying to compete with those, but we have similarities.
Adjournment.  There being no further business, Mayor Meeker announced the meeting adjourned at 7:50 p.m.

Gail G. Smith

City Clerk
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