
Special City Council


December 11, 2003


SPECIAL COUNCIL MINUTES
The City Council of the City of Raleigh met in a special joint session with the Wake County Commissioners on Thursday, December 11, 2003 at 6:00 p.m. in the Raleigh Convention and Conference Center, Raleigh, North Carolina with the following present.

City Council



Wake County Commissioners
Mayor Meeker



Chairman Gardner
Mr. Crowder



Mr. Bryan

Mr. Hunt



Mr. Jeffreys

Mr. Isley



Mr. Gurley

Mr. Regan



Mr. Webb

Ms. Taliaferro



Mr. Council
Mr. West

Also Present
City Manager Allen


County Manager Cook

City Attorney McCormick

County Attorney Ferrell

Dan Howe

Mayor Meeker called the meeting to order pointing out the purpose of the meeting is to get a review on how much has occurred in terms of staff work, consultant’s work, site selection, initial studies, etc., that is basically get everyone up to speed on where the convention center and hotel projects are and work to be done.  He called on everyone to ask questions as we go along.  County Commission Chairman Gardner welcomed all and congratulated the newly elected City Council members.  The following reports and discussion took place.
CONVENTION CENTER AND HOTEL – STATUS – RECEIVED
County Manager David Cook presented the following powerpoint presentation on the history of the process to this point.


[image: image12.png]



City Manager Allen pointed out the Interlocal Agreement outlined the things that the group needed to address.  He explained the Steering Committee had said we have to have a hotel in order for a Convention Center to be successful.  The group realized it needed some outside help.  The group then amended the Interlocal Agreement.
City Manager Allen pointed out earlier today the City received an unsolicited letter from a nonparticipant in the hotel solicitation process from John Q. Hammons.  Mr. Hammons indicated he would build an Embassy Suites hotel downtown with a $10 million public participation.  He stated the group does not feel that is the type hotel we need or want to be the prime convention hotel and Mr. Hammons did not participate in the selection process.  City Manager Allen presented the following information on the hotel developers’ solicitation process.
· Consultant Selected August 2003

· Strategic Advisory Group

· RFQ published August 2003

· 5 initial responses – shortlisted to 3: 

· Trammell Crow / Garfield Traub

· Summit Hospitality / D&J Hotel Corp.

· Stormont - Noble

· RFP published in November, 2003

· Responses Received 12/8/03

· Recommendation January 20, 2004

City Manager Allen pointed out all three of the hotel developers are still very interested in being involved and later in the process a memorandum of agreement would be developed and the group would make a recommendation.  All three are very qualified and the Strategic Advisory Group is working on which would give the best deal.  Mr. Jeffreys pointed out he read in the paper that there had been a change in the number of rooms the City is requesting and the changes drop from 450 to 400 rooms.  He stated it seems if we have a change of that magnitude we should start the process over.  City Manager Allen disagreed pointing out when the process started flexibility was built in.  He stated one of the main interests of the City is the room block.  Mr. West asked about the correlation of the schedule of constructing a hotel and convention center and how that is tied together with City Manager Allen pointed out later in the presentation the critical path and decision points would be discussed.  He stated we do not want to get too far along in the convention center without the hotel proposal being tied down.  Mr. Regan asked where the money would come from for these projects with it being pointed out it is all interlocal funds not City or County funds.
Mr. Jeffreys again expressed concern about the cutback of the number of rooms stating he had not been notified of this in any way and it had not been discussed and he got his information from a News and Observer article.  He stated he also feels we should consider the unsolicited proposal because it drops to half of what the public participation would be under current proposals.  City Manger Allen stated when the process was started just estimated what meetings come to our market and the way we setup the process was geared to the number of rooms we would need to be successful but we also wanted to limit the public funding participation to $20 million.  Mr. Regan expressed concern pointing out he thought the number of rooms needed come from the work of the consultants which had the full support of the Steering Committee and he just wonders how that can be changed and not affect all of the work that has been done.  He pointed out we had paid all of this money to have experts say what they felt was needed to make our Convention Center work and now that is being changed and he does not understand why staff is not more concerned.  City Manager Allen again pointed out the original proposal had flexibility built in.  We said we needed up to 450 rooms.  We did not say it had to be 450 rooms.  He explained the thought process about the number of rooms needed and how the number up to 450 was established pointing out there was nothing certain and definitive about that number.  Brief discussion took place about the number of rooms we have in the downtown 
City Manager Allen presented the following powerpoint presentation concerning the Convention Center Design Process.

· Local Design Team Selected 9/16/03: 

·  OBrien Atkins / Clearscapes 

· National Design Team Selected 11/5/03: 

· Thompson, Ventulett, Stainback (TVS)

· Initial Public Meetings held Nov. 24-Dec. 2
· General public meeting December 2 on design ideas
· Preliminary Schematic Design Options - January, 2004

· Design Finalized - Late Spring 2004

Mr. Jeffreys had questions concerning the City’s activity in relocation of existing businesses in the area of acquisition.  Mr. Webb questioned the State of North Carolina offices that are located in the one of the buildings to be acquired and how that will be addressed.  City Manager Allen explained the City’s acquisition policy and talked about the financing and source of funds for the acquisition and relocation.  He stated the group had received a spread sheet on the recommended financing plan dated December 11, 2003 pointing out the cumulative fund balance of $4,120,035 is a little higher than the group saw last time and went over the information as to how the fund balance and what the fund balance and minimum fund balance and projections show at this point.  He stated the current interest rate environment is not as good as it was in July but we are still in good shape.  Mr. Gardner stated as he reads the recommended financing plan we would still have some $15 million to fund other projects during the time frame.
County Manager David Cook went over the Convention Center finance information as follows:

· Financial Consulting Team Selected September 2003: 

· Lead Senior Manager: Citigroup

· Co-Senior Manager: UBS (formerly PaineWebber)

· Co-Managers:  Bank of America Securities, Wachovia, Legg Mason

· Bond Counsel: Womble Carlyle Sandridge & Rice 

· Financial Advisor: Stern, Agee & Leach

· Underwriter counsel: Parker, Poe, Adams & Bernstein 

· Bond Rating Agency Visits Nov. 2003

· Proposed Financing Model Meets Objectives of the HVS Business Plan

· Dedication of 85% of uncommitted interlocal funds allows coverage of: 

· All Capital Costs

· Projected Net Operating Cost

· Marketing Costs 

· Capital Reserve Fund 

· Future Expansion Costs

· Current Revenue Picture Consistent With Model

· Current Fund Balance Slightly Higher Than Model

· Current Interest Rates Still Under Projected Rate

· First COPS Issue February 2004

City Manager Allen and Dan Howe presented the following communication work that is being done:

· Livable Streets Update

· What’s Up Downtown? – CTV

· Public Input Process for Convention Center Design

· Bi-Weekly Coordination Meetings – City and County Staff

· Livable Streets Website
Ms. Kirkpatrick could not be at the meeting but Mr. Howe went over the information gave a demonstration of the web site that has been developed.

City Manager Allen introduced City Attorney McCormick who presented the following information on the construction delivery method.

· Construction Delivery Method
· Guaranteed Maximum Price (GMP)

· Guaranteed Delivery Date

· Statutory Authority
· RFQ Published Mid-December 2003

· RFQ Response Deadline Early January 2004

· Recommendation February 2004

· First Cost Estimates Spring 2004

City Attorney McCormick indicated until about three years ago the City would not have had the option of using construction manager at risk.  We would have had to gone with single prime, multi prime or special authorization from the General Assembly.  About two years ago, the General Assembly gave us authority to use construction manager at risk.  That concept has advantages and disadvantages.  Prior to utilizing that concept the City had to use the low bid process.  The construction manager at risk process is qualification based.  Once the City selects the best qualified person or company we get a guaranteed maximum price.  He pointed out the City is basically on a fixed income.  We know how much money we have to utilize and this concept allows the City to know exactly what the building will cost.  If there are overruns, project litigation, etc. the construction manager at risk will be responsible.  The City will know how much it is spending.  City Attorney McCormick pointed out he is kind of excited about this concept.  We will get some legal counsel from people who have had experience in this field.  They would have the hotel and the convention center with the same deal, time schedule, etc.  We would get our construction manager on board early so instead of the value engineering being done at the end of the process we would be doing it all along.  This will help reign in some of the architects, engineers as it relates to design.  The goal is to wait until we get down the road before we get our guaranteed maximum price.  He stated the City’s construction management personnel have been working hard to learn about the process.
City Attorney McCormick indicated there are some disadvantages to the construction manager at risk concept.  Some people contend that the City would be paying a premium and he does not know if he disagrees with that.  He stated if we could devote Construction Manager Baker and his colleagues to do nothing else but work on this project that would be one thing but we do not have that luxury.  They have other things they have to be working on.  He stated he feels the thing that the City gets with the construction manager at risk concept is the peace of mind as to what the cost will be.  City Manager Allen pointed out the City will be doing its own cost estimates also.
City Manager Allen went over the following critical decision schedule:
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Critical Decision Schedule

Hotel
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Financing
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Jan 04 
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March 04 Final 
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Spring 04 Complete Ph. 2 
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Steve Schuster talked about the results of the Steering Committee’s work, design process, predesign phase, review of the first two design workshops and purpose and anticipated results of the stakeholder’s workshop.

Pointing out they spent some six months looking at various sites, the legacy of the William Christmas plan and other information that was available.  He indicated we are talking about building a building that is larger than any of the blocks in the downtown area.  We are looking at a site that is bounded by one of our one-way street pairs.  He talked about the topography in the area pointing out Fayetteville Street sits on a ridge line.  He presented slides showing the Downtown Raleigh which had the site, existing buildings, roadways, needed connections, views to the City, etc.
Scott Sickler, TVS, utilizing a powerpoint presentation gave a review of the HVS/LMN Study Scheme B showing context, location, total exhibit space, the lower and upper levels, under street connections, connections with the hotel.  He presented the following review of the issue or need:  150,000-square feet of exhibit space, 67,000-square feet of support space, 217,000-square feet on one level, 173,000-square feet within the block and 44,000-square feet going over or under one of the adjacent streets.  He presented slides showing Scheme A-which has the connection under McDowell.  Scheme B has the connection under Salisbury.  Scheme C has the connection over McDowell.

They explained the various concepts.  They went over the next steps which include:
· Working with various stakeholders to gather information;

· Evaluating the site and its context;

· Evaluating the requirements for the Convention and Conference Center;

· Developing a building program;

· Developing conceptual approaches for the design;

· Confirmation of budget and schedule; and,

· Reporting to the owner and the stakeholders.
Commissioner Webb questioned if in the three schemes the consultants looked at future expansion.  The consultants indicated they did do a takeoff on each scheme.  They talked about the need to keep the streets open and allow for future expansion.  In response to questioning from Mayor Meeker, Mr. Sickler indicated they would come back with the details of these three approaches, the cost, consequences, etc. and will make a recommendation of which they feel meets the need best.  Mr. West questioned how they are utilizing the feedback.  They pointed out they talked about they hear in public meetings and public comment at each session, put those in and at the next session question if they had missed anything.  Mr. Jeffries questioned the over and under McDowell scenarios and which would keep the street closed the least amount of time and the coordination with the hotel with it being pointed out the construction manager at risk would have to look at that.  Mr. Isley asked about parking or a parking structure with it being pointed out the report doesn’t include information on parking.  They stated earlier today in their presentation there was discussion about parking and they would be recommending appropriate sites.  Ms. Taliaferro questioned public safety, crime prevention, etc. and how that would be handled in the over the street concept.
The following powerpoint presentation was presented by Jeff Sachs, Tony Peterman, Jerry McClendon, Clay Dickinson and Tom Reifert.
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Who is S.A.G.?

Who is S.A.G.?

SAG professionals experience:

•

2,500-room Westin New Orleans LA Convention Center Hotel (NPC)

•

1,500-room Marriott Marquis Washington DC Convention Hotel

•

1,200-room Boston MA Convention and Exhibition Center Hotel (NPC)

•

1,200-room Detroit TX Cobo Convention Center Hotel 

•

1,200-room Houston TX GRB Convention Center Hotel (NPC)

•

1,200-room San Antonio TX Sheraton Convention Center Hotel

•

900-room Tampa FL Marriott Convention Center Hotel 

•

700-room Charlotte NC Westin Convention Center Hotel

•

500-room Schaumburg IL Convention Center Hotel (NPC)

•

450-room Irving TX Convention Center and Hotel (NPC)

•

400-room Myrtle Beach SC Radisson Convention Center Hotel (NPC)

•

400-room Richardson TX Renaissance Conference Center Hotel 

•

400-room Virginia Beach VA Convention Hotel

•

300-room Columbia SC Convention Hotel

•

300-room Gary IN Convention Convention Center Hotel

•

300-room Gulf Shores AL Convention Center Hotel

•

300-room Sarasota FL Convention Hotel

•

250-room Wausau WI Convention Hotel

•

200-room Trenton NJ Marriott Conference Center (NPC)

•

150-room Dalton GA Convention Center Hotel 

•

Jeff Sachs

•

Tony 

Peterman

•

Jerry 

McClendon

•

Clay 

Dickinson

•

Tom Reifert

•

Jeff Sachs

•

Tony 

Peterman

•

Jerry 

McClendon

•

Clay 

Dickinson

•

Tom Reifert
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How do HQ Hotels get Built?



Austin



Baltimore



Charlotte



Chicago



Denver



Houston



Irving 



Jacksonville



Miami



Myrtle Beach 



Norfolk



North Charleston



Omaha



Overland Park



Philadelphia



Richardson 



Sacramento



San Jose 



Seattle 



St. Louis



Tampa 



Trenton 

DID IT



Albany 



Boston 



Cobb Galleria



Columbia



Columbus 



Dallas



Denver



Fort Lauderdale 



Fort Worth



Gulf Shores 



Lancaster PA



Lansing



New Orleans 



Orlando



Osceola (Kissimmee)



Phoenix



Portland



San Antonio 



San Diego



San Juan



Schaumburg 



Virginia Beach 



Washington DC 

DOING IT

Source:  Strategic Advisory Group
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How do HQ Hotels get Built?

City Richardson Charlotte St. Louis Indianapolis Wichita Norfolk

TX NC MO IN KS VA

Property Renaissance Westin Marriott Marriott Hyatt Marriott

Opening Date 2005E 2003 2002 2001 1997 1992

No. of Rooms 336 700 1081 615 303 405

Cost per Room ($000) $141 $204 $246 $146 $141 $150

Private Investment $36.5 $102.0 $38.2 $67.0 $20.9 $37.6

% Private 77% 71% 14% 74% 49% 62%

Public Investment 11.0 41.0 227.4 23.0 21.8 23.0

% Public 23% 29% 86% 26% 51% 38%

Total Cost $47.5 $143.0 $265.6 $90.0 $42.7 $60.6

City Richardson Charlotte St. Louis Indianapolis Wichita Norfolk

TX NC MO IN KS VA

Property Renaissance Westin Marriott Marriott Hyatt Marriott

Opening Date 2005E 2003 2002 2001 1997 1992

No. of Rooms 336 700 1081 615 303 405

Cost per Room ($000) $141 $204 $246 $146 $141 $150

Private Investment $36.5 $102.0 $38.2 $67.0 $20.9 $37.6

% Private 77% 71% 14% 74% 49% 62%

Public Investment 11.0 41.0 227.4 23.0 21.8 23.0

% Public 23% 29% 86% 26% 51% 38%

Total Cost $47.5 $143.0 $265.6 $90.0 $42.7 $60.6

Source:  Strategic Advisory Group
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Why Public Participation Needed?



Early 1990s recession and RTC workouts lowered hotel values 

below replacement cost



Construction costs continue to outpace full-service hotel 

economic value

– $145k to $160k per room Development Costs

– $115k to $140k per room Economic Value



Developer solutions

– Develop suburban limited-service hotels on inexpensive land, no 

meeting space, no F&B

– Develop suburban full-service hotels on inexpensive land, small 

amount of meeting space, targeting corporate travelers

– Develop urban full-service hotels with public participation



There has not been an urban full-service hotel (other than in 

Orlando and Las Vegas) built without public participation 

since the Chicago Sheraton in 1992.
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RFP Process To Date

RFP Process To Date



Issued RFQ in August, 2003 



Received 8 submittals in October 



Interviewed 5 teams, Short-listed to 3 in 

November 



Received 3 RFP’s in December 



Issued RFQ in August, 2003 



Received 8 submittals in October 



Interviewed 5 teams, Short-listed to 3 in 

November 



Received 3 RFP’s in December 
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RFP Process To Date



Issued RFQ in August, 2003 



Received 8 submittals in October 



Interviewed 5 teams, Short-listed to 3 in 

November 



Received 3 RFP’s in December 



Issued RFQ in August, 2003 



Received 8 submittals in October 



Interviewed 5 teams, Short-listed to 3 in 

November 



Received 3 RFP’s in December 
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Short-listed Firms

Short-listed Firms

Trammell-Crow & 

Garfield Traub

Stormont-Noble 

Development

Summit Hospitality / 

Davidson & Jones

Owner

Westin Marriott Marriott Franchise

Starwood Noble Mgmt 

Group

Marriott Int’l or 

White Lodging

Operator

Turner Holder Skanska or Bovis

or Shelco

Contractor

TVSA Cooper Cary PFVS, HOK Architect

Trammell-Crow & 

Garfield Traub

Stormont-Noble 

Development

White Lodging Developer

Trammell-Crow Stormont-Noble 

Development

Convention

Center Hotel Group
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How to Choose?

How to Choose?



Team’s Comparable Hotel & PPP Development Experience



Hotel’s Vision

– Size and Quality of Property

– Public Spaces & Amenities

– Integration with Convention Center

– Integration with “Livable Streets Plan” & Urban Design Issues



Ability of the Developer to Arrange Private Financing

– Raise & Guarantee Debt

– Commit Equity 



Amount and Form of Public Participation



Room Block Commitment



Team’s Comparable Hotel & PPP Development Experience



Hotel’s Vision

– Size and Quality of Property

– Public Spaces & Amenities

– Integration with Convention Center

– Integration with “Livable Streets Plan” & Urban Design Issues



Ability of the Developer to Arrange Private Financing

– Raise & Guarantee Debt

– Commit Equity 



Amount and Form of Public Participation



Room Block Commitment
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Raleigh’s Next Steps

Raleigh’s Next Steps



December /January 2003-2004

– Review and Analyze Proposals

– Prepare Staff Recommendation



January 20 Council Authorizes City Staff to 

Enter into Development Agreement 

Negotiations with Preferred Team



Draft Development Agreement February



Secure Hotel Financing in Nov/Dec 2004 



Simultaneous Convention Center and Hotel 

Opening in January 2007



December /January 2003-2004

– Review and Analyze Proposals

– Prepare Staff Recommendation



January 20 Council Authorizes City Staff to 

Enter into Development Agreement 

Negotiations with Preferred Team



Draft Development Agreement February



Secure Hotel Financing in Nov/Dec 2004 



Simultaneous Convention Center and Hotel 

Opening in January 2007


Mr. Sachs explained the various points outlined in the powerpoint presentation.  The room block and the financing and how that works was questioned by Mayor Meeker and Mr. Jeffries.  Mr. Sachs talked about the development agreement which determines the amount of money that will be set aside in escrow and the consequences if the hotel developer does not deliver.  Mr. Gurley pointed out earlier in the meeting the City Manager talked about a proposed hotel that would require only $10 million participation and questioned if that is worth looking at further.  Mr. Sachs pointed out it would be great to have an Embassy Suites in the downtown area; however, an Embassy Suites doesn’t have meeting space, bars, restaurants and other amenities that are needed for a convention center headquarters hotel.  Mr. Jeffries stated he thought an Embassy Suites without a bar, restaurant, etc., would be a plus as that means the people staying at the hotel would have to come to the local restaurants, bars, etc.  He asked what constitutes a full center service hotel or a convention type headquarters hotel.  Various Council members and Commissioners made comments about what they look for in a convention hotel.  Mr. Sachs pointed out his group would be glad to provide field trips if the group would like to see various convention headquarters hotels.  In response to questioning, City Manager Allen pointed out we are not open for additional hotel proposals at this point as we would have to start all over in the process.  We went through the process of timelines, deadlines, etc., in accepting proposals.  Mr. Webb questioned whose responsibility it will be to make sure that the hotel and the convention center come on line together.  Mr. Sachs talked about the importance of a lot of communication between the hotel developer and the construction manager at risk.  He stressed the importance of them coming on line at the same time.  Mr. Crowder talked about a full service versus a lesser hotel and how that would limit the size.  Different type hotels were talked about and what the various hotel chains offer.  Mr. Bryan expressed concerns about the fewer rooms, hotel and the smaller amount of meeting space.  He questioned what the group would have to do to assure that we are building the right product with City Manager Allen pointing out that will be a part of the information included in the final recommendation.  Mr. Bryan pointed out he hears about the change in the number of rooms and amount of meeting space and he is hearing that the staff is okay with that reduction.  He stated he appreciates the staff’s efforts to hold the public participation to $20 million, but questioned if it would be better to go to say $25 million and get the higher number of rooms and larger amount of meeting space.  Mr. Jeffries pointed out since we are cutting back to 400 rooms he feels it would be better to go back through the bidding process.  When we change the rules he feels we should start all over.
Brief discussion took place as to when the next meeting would be and what information the group expects to receive at the next meeting.  It was agreed to shoot for a January 8th joint meeting and as soon as the staff receives any information to forward it to the group.
CLOSED SESSION
Mayor Meeker stated a motion is in order to enter in closed session pursuant to G.S. 143-318.11(a)(5) for the purpose of instructing City staff concerning negotiation for properties in the following areas:  1) Proposed convention center land acquisition.

Mayor Meeker moved approval of the motion as read.  His motion was seconded by Mr. Isley and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the Council went into closed session in the board room at 8:20 p.m.

The Council reconvened in open session at 8:45 p.m. and Mayor Meeker announced the Council voted 5 to 1 to authorize administration to acquire the 3 parcels of Frank Anderson property by eminent domain.
ADJOURNMENT:

There being no further business, Mayor Meeker announced the meeting adjourned at 8:45 p.m.

Gail G. Smith

City Clerk

121103/dm
Joint Meeting / Interlocal Agreement Approved (1/8/04)





Joint Meeting / (12/11/03)





CC Local Design Teams / Financial Team selected (9/03)





Hotel Developer Process / Property Appraisal / Design Team Selection Started (8/03)





HVS Business Plan Complete / CC Steering Comm. Recommends to Proceed (6/03)





CC National Design Team Selected (11/03)





Interlocal Agreement on Interim CC Actions Approved (7/03)





1st meeting of CC Steering Comm. (9/02)





KPMG Study Complete (7/02)





History of Convention Center Process





180-day Period
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