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COUNCIL MINUTES

The City Council of the City of Raleigh met in regular session on Monday, June 30, 2003, in the Raleigh Convention Center with the following present:

  City Council



   County Commissioners
Mayor Meeker




Chairman Council
Mr. Odom




Mr. Bryan

Mr. Kirkman




Mr. Gardner

Ms. Cowell




Mr. Gurley

Mr. Hunt




Mr. Jeffreys

Mr. Isley




Ms. Ward

Mr. Shanahan




Mr. Webb

Mr. West

Mayor Meeker called the meeting to order and the following item was discussed.
CONVENTION CENTER STEERING COMMITTEE REPORT – NO ACTION TAKEN

Mayor Meeker pointed out the group had received a packet of information on the questions asked at the last meeting.  He went over the agenda and turned the meeting over to City Manager Allen.
City Manager Allen pointed out at the last meeting, Mr. Kirkman asked questions about the kinds of jobs that may be created if a new convention center is constructed.  Mr. Allen stated everyone had received a packet of information compiled by Greater Raleigh Convention and Visitors Bureau Executive Director Dave Heinl.  He stated Mr. Heinl’s report looks at the kind of industries that would be most impacted by the construction of a new convention center and had provided information on the type of jobs in the hotel industry ranging from hourly service oriented jobs to managerial.

City Manager Allen pointed out Mr. Kirkman had emailed a couple of questions earlier today.  The first is what we expect the operating cost of the existing facility at the end of 2003 to be and what type operating cost we expect from a new facility.  City Manager Allen pointed out the answer to both questions would be in the $1.8 million to $2 million per year range.  In other words, the projected operating cost for a new facility would be approximately the same as the existing facility.  Mr. Allen explained Mr. Kirkman had asked if there is remaining debt on the existing convention center with City Manager Allen pointing out there is no debt, it is paid for.  Mr. Kirkman had also asked about the debt service and interest cost of a new convention center.  City Manager Allen stated we are talking about a big principal and explained everyone tried to be conservative in their projections.  He explained with the interlocal money we have to capitalize so we would be advancing some at the end.  He talked about the present low interest rates.  He stated Mr. Kirkman had also asked about what type public investment would go into a hotel.  City Manager Allen stated we do not know exactly how or what deal would be structured.  He stated in similar situations the public investment usually involved some public space built in the hotel.  Public investment sometimes involves land, parking or some type subsidy of the common space in a hotel.  He stated however we would have to wait and see what type deal is structured.  Mr. Kirkman pointed out if there is public financing of the common space he assumes the hotel would get the revenue from that and questioned if that is correct.  City Manager Allen pointed out it would depend on how a deal is structured.  He stated definitely one of the things that we would be looking for is a block of rooms that would be dedicated to the convention center at a set rate.  He again stated we would not know the answer to that type question until a deal is structured.  Mayor Meeker stated that is the kind of thing that would have to be negotiated.  Mr. West questioned what type process we would utilize to insure diversity and local participation with City Manager Allen pointing out both bodies have policies in place.  He talked about the efforts that were undertaken in the Progress Energy parking deck to include or assure the inclusion of local and minority businesses with Mr. West pointing out he hopefully would include checkpoints along the way.

Ms. Ward questioned if and what type water feature may be included in the finished project.  City Manager Allen explained the Livable Streets plan has a major water feature on the mall at the location of the grade change.  He would assume that would be carried through and there is opportunity for other features.
Mr. Hunt asked for clarification on the numbers in the report pointing out as he reads the numbers as of the year 2010 which is the year a new facility should be stabilized we would have an operating negative cash flow of $2 million per year.  There would be $11 million per year debt service.  It is projected there will be approximately $9 million in revenue coming in that is tax revenues, etc., but that shows shortfall and questioned if those calculations are correct.  City Manager Allen explained the numbers in the report pointing out Mr. Hunt’s figures are accurate; however, we already have a $2 million negative net operating cost so that is not a new cost.  There would be new marketing expenses of approximately $1 million and some capital reserve in the amount of $500,000.  Mr. Shanahan pointed out the expansion size would be relatively more and as he understands, we are planning on increased incremental investment and the new taxes on that investment to pay the shortfall.  City Manager Allen pointed out the $9 million figure is from the KMPG study.  He stated you would need to look at the big picture.  The jobs which will allow people to pay sales and income tax and the proceeds from the bigger picture.  Mr. Shanahan questioned what year we would see this project break even.  City Manager Allen talked about the project and the economic benefits in general.  He talked about the project being seen as an economic development tool with Mr. Shanahan contending that the project will always have at least a $2 million per year shortfall and questioned how you could say to the taxpayers that they have to continue to pay for a project that will always lose money and compare it to someone paying $4 an hour to make $6 an hour.  He questioned how the general public or taxpayers would benefit.  Commissioner Council pointed out the existing convention center will continue to lose money and will not have the economic development impact that a new facility would have.  He talked about the report showing a $62 million per year overall economic impact for the year 2010.  Commissioner Bryan asked about the amount of new spending with Mr. Jeffreys asking what part of the $2 million operating cost is associated with the BTI Center.  Mr. Jeffreys expressed concern about the lack of activity in the existing convention center.  The fact that the operating cost or revenues associated with the BTI Center has been broken out from the existing convention center was talked about as was the information that had been provided to Council in the past on the breakout.
Mr. Shanahan asked about the shortfall in the last year or two in the hotel/motel tax.  County Manager Cooke pointed out the occupancy tax has been in place since 1994 and through year 2000 it grew about 13% per year, in 2001 the growth was approximately 2% and that decreased in 2002.  They are still working on 2003 but it looks like about a 3% growth.  The food and beverage tax has been in existence since 1994 and it grew at about 8% per year and exceeded projection.  It grew about 8% in 2001 and about 3% in 2002.  He stated it is still growing and we are working on projections at this point.  Mr. Shanahan again questioned who would cover the shortfall if the planned pledges from the interlocal funds fall short.  County Manager Cooke pointed out the strategies take that issue into account by pledging only 85% of the interlocal tax money.  Mr. Shanahan questioned if Mr. Cooke is saying we would keep the other 15% of interlocal money in reserve which would cut any other new programs out.  Mr. Cooke pointed out the strategy would use the reserve funds to create flexibility.  It would never drop below a one-year debt service amount.  It would be looked at, reviewed and adjusted if necessary.  Mr. Shanahan again questioned if we got down to zero and there was no money to pay the debt service and the operating deficit, who would be responsible for paying the shortfall with various Council members and staff indicating that is the type thing that would be worked out in the interlocal agreement.  Mr. Shanahan expressed concern that the group is being asked to sign an agreement that we do not know the details of and do not know who would be responsible for paying what.
Discussion took place on the strategy of using the remaining 15% of the interlocal money as a cushion as well as building up the reserve to $34 million, how the interlocal agreement would be structured and the proposed strategy which would provide cushion for any short falls.  Commissioner Council talked about the strategy, which sets up a reserve, putting money into capital and the whole concept of the plan to avoid having to go back to the taxpayers for more money.  He talked about the projections and questioned the projections here as compared to the projections and the actuals for the RBC center.  County Manager Cooke spoke briefly about the assumptions in the RBC Center projections and stated he could provide those numbers and projections but does not have them available with him.  Commissioner Council asked if they could be made available.  Mr. Shanahan stated he does not see that comparison as the RBC Center situation set up a separate entity to manage and oversee, there is a three-party agreement.  He does not see how that comparison would help.  He stated a better comparison in his opinion would be Exploris.  For RBC Center, a certain amount of money set was aside but Exploris is different.  Mr. Shanahan spoke of his support for downtown pointing out his law office is on the mall but stated this proposal concerns him as we are talking about something speculative and it does not protect our taxpayers in the future.  Ms. Cowell asked about the reserves pointing out as she reads the projections it is talking about $34 million in FY2008 and at no time would the reserve go less than $18 ½ million.  City Manager Allen pointed out at the low point of the reserves is the approximate time of the decision to move forward with any expansion and that builds in some protection as it could be decided that an expansion would not be done.
Mr. Kirkman stated he hears about the expansion plans and he has never been clear if the proposed facility is a stand-alone facility or an expansion will be required at a certain point.  City Manager Allen pointed out every convention center person that the group talked to or visited told the group to plan for future expansion; therefore, the proposal has dollars built in for an expansion but the proposal is not dependent upon an expansion.

Mr. Kirkman had questions concerning the employment figures as compiled by Mr. Heinl.  City Manager Allen pointed out they are generic figures not necessarily what will occur in Raleigh, just an indication of the kinds of jobs that would be created.  Mr. Kirkman asked to be provided information on the current employment in the convention center both full time and part time and what the convention center, if built, would require full time and part time.  Discussion followed on the type of jobs and the range of jobs in a hotel type facility.
Mr. Hunt talked about projecting for worse case scenario and again talked about the cushion in the projections and pointed out when the debt service gets down to about $18 million that is when a decision on an expansion could occur.

Mayor Meeker pointed out the city and county managers and attorneys have worked on draft agreements for the groups consideration.  County Manager David Cooke went over the proposed interlocal agreement paragraph by paragraph.  He stated the first part of the agreement relates to the history of this particular project and the dates that various actions took place.  The second part of the agreement includes the following eight steps:

1. The City and County will prepare and release the necessary background material to enable it to seek design professionals capable of preparing the necessary plans and specifications to allow the construction of a new convention center at Site B as shown in the report issued by HVS International.

2. The City and County will prepare and release requests for proposals from hotel consultants and hotel developers.

3. The City will prepare a comprehensive plan and strategy for the acquisition of all real property necessary for the construction of the proposed center and any addition to the center.  This plan shall include a proposed acquisition schedule and a suggested budget for the acquisition.  Property owners will be contacted and appraisals and environmental studies will be initiated.

4. The City and County shall prepare a detailed plan showing how the project will be financed and a schedule that can be followed to complete a Certificate of Participation issue by the City that will be sufficient to construct the new center.

5. The City shall fund all of the work set out in this agreement with the understanding that it will request and will be granted reimbursement for the work from occupancy and meal tax funds.
6. The City Manager and the County Manager shall consult and agree on a time, not to be later than 180 days after the execution of this agreement, to present the work product required by this agreement to their boards meeting in joint session.

7. Upon satisfactory presentation and approval of the submittals in Paragraph 6, the parties agree to enter into an amendment to the Revised Interlocal Agreement of September 5, 1995, as amended, and essentially in conformance with the draft amendment attached hereto.

8. This agreement may be terminated or amended at any time by the execution of an amendment adopted by the governing boards of both the City and the County.

The next agreement is an amendment to the revised interlocal agreement with it being pointed out the original or interlocal agreement was adopted in 1995 and there have been a number of amendments since that time.  Mayor Meeker stated as he understands this will be a two-step process.  One would be an interlocal agreement to look at the proposed convention center and the other would be an amendment to the original interlocal agreement which would allow funds to be extended for a convention center.
Mr. Kirkman pointed out this is a very general agreement.  It does not speak to issues such as how much property would be acquired pointing out there is a proposal from the Steering Committee to acquire a number of blocks for future expansion.  He stated none of that is touched on in the agreement.  City Manager Allen pointed out if we move forward we would contact the property owners for both expansion opportunities.  The City would be the lead agency in acquiring the property and clearly there would be contact with the Core property owners that is, those for the main campus but he felt it would be appropriate to also make contact with the owners of the property in the expansion areas, even though no decision would have been made about expansion.  Mr. Kirkman stated as he understands both scenarios for expansion talk about closing streets and he feels closing any street or negatively impacting our street grid would be a big mistake.  He stated he feels the group should make some policy decisions such as that before going forward with architects, consultants.
Mr. Shanahan pointed out the proposed interlocal agreement appears to lay the financial burden in the City’s lap.  He referred to the amendment to the Interlocal Agreement, Item #2, Section 11.14 pointing out that seems to say to him that if there is any shortfall in funding, the City of Raleigh would have to pay.  He stated we should be more specific and have commitments for every dollar, have a time table and he feels that we should have an independent financial consultant pointing out the details such as that do not seem to be included.  Everyone has said that a new convention center will not work without a hotel.  He questioned how many dollars are going to be committed before making a decision to build a new center.  He does not see how we can commit dollars that far down the road until we determine if we are going to have a hotel.  He stated the interlocal agreement and the amendment to the interlocal agreement in his opinion are good starting points but are lacking a lot of details.  He stated Mr. Kirkman had questions about street closings.  One of the possible expansion areas has nine active businesses and he would question what is going to be done with those businesses.  He stated there are a lot of good questions being asked.  Ms. Ward stated she does not feel that we could move ahead with the project until we have a hotel.  She stated, however, it has been said that the land currently designated for the hotel is less than adequate.  He questioned if that has been looked at.  City Manager Allen pointed out under the conceptual plan the land for the hotel is owned by the City.  Ms. Ward stated we need to look at how the hotel would fit into the whole process.  Mr. Jeffrey stated he does not think he could make a decision until the City makes a decision on what it is going to do with Fayetteville Street Mall.  Is the City going to open all of the mall or leave it closed?  He stated he feels the hotel people would want an answer to that before they made a commitment.  He talked about the City Market and pointed out when we started seeing cars in the City Market the business picked up.  He stated there are a lot of things that need to be done in the downtown area and they must be done together and fit together.  He stated he has never known of a city which owned a hotel and he does not think we want to start with Raleigh.  He pointed out when the City decided to close Fayetteville Street Mall they basically closed Wilmington Street and Salisbury Street as the stores fronting on the mall go through the blocks.  He stated that probably should not have been done but the people at that time were called visionaries pointing out sometimes he calls visionaries illusionaries and they thought it would work but it did not.
Mr. Gurley pointed out a hotel has to be a part of the package.  He stated however, when he looks at the listing of all the steps that has to be taken, locating a private party for the hotel is pretty far down the list and he would question just how much money we plan to spend before we make a decision to go or stop.  Commissioner Council pointed out Step 2 of the Interlocal Agreement indicates that we will prepare and release requests for proposals from hotel consultants and hotel developers.  He stated many of the questions that are being asked cannot be answered until we get everybody involved in the process.  A lot of the questions will be answered as we move through the process.  He stated he feels everyone agrees that we need private money in the hotel but we have got to find out the interest, etc., and we have to take some steps to get to that point.  Mr. Gurley talked about the problems with getting a hotel that Ft. Worth, Texas is having putting their deal together and get a hotel.  County Manager Cooke pointed out that the discussions here are generating a lot of interest and questions throughout the industry a lot of people are watching and are interested in the process.  He stated however we will not know a lot of the answers until we get the competitive proposals then we will know how to move forward.  Mr. Odom questioned how much we are going to have to invest to get through those steps.  City Manager Allen pointed out a lot of the steps will happen simultaneously.  We would release the RFP for hotel consultants and hotel developers at the same time.  There is not a lot of expense in preparing the RFPs they are basically staff generated.  He stated we would need to get a hotel consultant.  We will be doing RFPs for that.  He stated he assumes that would be in the 10s of thousands of dollars.  There will be some dollars that will be needed to generate appraisals and environmental assessments and other do process issues.  He stated the interlocal agreement document shows that there will be some upfront expenses that the City would want to be reimbursed for.  He stated the Steering Committee said that they did not want to move forward with a convention center unless we can get a hotel lined up, but any hotel developer he feels would want to know there is a commitment by the group to move forward with a convention center.  He stated there is a lot dependent upon each other and a lot has to be done simultaneously.
Mr. Hunt pointed out the number one fall back position of the 15% needs to be included in the agreement.  Mr. Webb stated Item #6 – the City Manager and County Manager shall consult and agree on a time, not to be later than 180 days after the execution of this agreement, to present the work product to the Boards in a joint session.  He questioned if that is the time a decision would be made on go or not go.  He pointed out the details would have to be worked out in the interlocal agreement.
Mr. Odom stated basically the agreements before the bodies tonight is an interlocal agreement to allow the city and county to move forward in looking at the concept of a convention center and hotel.  It is not an interlocal agreement to build a convention center.  City Attorney McCormick indicated in 1995 the master agreement was drafted.  It outlines what the interlocal money can be spent for and how.  He stated an amendment to that 1995 agreement would have to be executed before money is spent on this project.

Discussion took place as to whether to move forward or not.  Mr. Shanahan pointed out the City Council has a policy of not adopting a resolution on the first day it is submitted so he would question why the City would consider adopting something of this magnitude when it is submitted.  Mr. Odom stated he feels comfortable with the proposal but understands Mr. Shanahan’s comments on the City’s policy.  Ms. Ward stated to her this is very general and if everyone agrees it is something we want to do she feels we should move forward.  She stated there are things that we would deal with later.  She stated however with the interest rate at a 40-year low it seems that we should move ahead.  If the group cannot agree to move ahead tonight, she feels a decision should be made in the next few weeks.  Mr. Kirkman pointed out he believes this will probably be the largest public project ever done in Wake County other than a road project.  He feels we should be very careful and proceed with caution.  He stated however when and if we do move ahead he would like to set some parameters.  He talked about the EPA building, which is a low energy building and talked about the materials that were used.  He stated there are building parameters that could be put into a new convention center that does not cost any more money but will save money in the long range.  He stated something like that may help give us the market nitch that will appeal to many.  We should develop alternatives or parameters that could be used.  He stated he is a process person and he agrees with Mr. Shanahan in that the City Council has a policy of not adopting a resolution when it is submitted and he would prefer that we follow that process here and wait at least two weeks before taking a final vote.
Ms. Ward stated it is a project worth looking at, she can see the economic development benefit as we would be investing the future.  It is money that will be coming from the hotel/motel food tax and it should be spent wisely.
Mr. Bryan commended the City Manager and the County Manager for providing the information pointing out he feel they have laid out a good proposal.  There are a lot of questions and he thinks once the answers come forth it will put the group in a position to make a decision.

Mr. Isley stated he feels that the proposal should be studied and do a little more due diligence.

Mr. Gurley stated he needs more time.  He pointed out it is an economic development project we would be spending tax money to create jobs and future tax revenues and he understands that the tax should go to this project or should be repealed.  He stated repealing the tax would leave money in the taxpayers’ hands and the question is whether that would give more benefits.

Mr. Shanahan pointed out much of the money comes from local businesses which bring people into our area for training, meetings, etc.  He stated it is a very regressive tax.  He stated he does not have a handle on the type of money that will be going into the public/private hotel proposal.

Mr. Hunt stated in the proposed interlocal agreement Section 2.11.4 of the last sentence which reads, “It is understood that a hotel may be a part of the project. . .” should be changed to say, “It is understood that a hotel will be a part of the project. . .”.  The section should also indicate that we would allow the remaining 15% of the interlocal funds to be used as contingency.
Ms. Cowell stated she is comfortable with the due diligence that has been done and she understands the details will have to be worked out.  She stated she likes Mr. Kirkman’s suggestion that we have some design parameters built in the proposal.

Mr. West pointed out his interest is to see us have a world class city.  The document has safe guards and he has no problem with the direction the group is heading.

Mr. Jeffreys stated he would like for the City of Raleigh to tell the group what it is going to do with Fayetteville Street Mall.  He thinks the people who may build a hotel would like to know the same thing.  He stated a new convention center can work and he understands we need a hotel but he is not sure we should look for one large hotel may be we could have a medium size and a smaller hotel so that we can have a range of room rates.

Mr. Shanahan pointed out we are talking about a lot of money and he feels that the group should take whatever time it needs to understand and develop the proposal. He stated everyone wants it to work.  He pointed out however, each time a small step is approved, it takes us closer to a done deal and referred to how the TTA kept coming to the City and saying it’s just a small study and pretty soon you get too far to turn back.  He stated we need to take all the time we need and make the right decision or we would pay for it later.  He pointed out the group just got the documents today and he does not feel it is the right way to do business to ask that it be signed off on today.
Mr. Gardner pointed out some good questions have been raised and the only way we can get the answers is to go through the process that is being laid out.  He pointed out the project we are talking about its high on the radar, people are interested.  We have three national developers who are looking at it very closely.  He talked about moving ahead with the RFP’s pointing out he sees this step as a courtship but he is not ready to get married pointing out there is a lot of steps between the first dance and the first kiss.
Mr. Odom pointed out we are talking about millions of dollars.  He feels we need to go slow.  He stated he is supportive of the concept and he feels that we should collectively move forward but we have a lot of details to work out such as who will be responsible if the money does not come in.  He stated he is in favor of moving ahead but pointed out that each step the group takes gets us closer to a done deal but we have to work together.

Mayor Meeker stated this is really a once in a generation opportunity for us to move forward on.  He stated the process has been going on for about 16 months.  The Steering Committee did an outstanding job.  They have come up with the right place, the right size, we are the capital city.  The financing plan being proposed makes sense, it is conservative and he feels it is a good plan.  He pointed out at the hearing he heard three kinds of questions, the first was who would want to come to Raleigh.  He stated a lot of people want to come to Raleigh.  The hotel occupancy rate is better than it was two years ago.  The second question he kept hearing is how can we compete with places like Richmond and Charlotte.  He stated we can compete.  We have an outstanding city, we are the state capital, we’ve got cultural activities and we’ve got everything everyone else has got, we can compete.  The third type question he heard was, are Americans going to travel.  He stated people are traveling, things are busy.  We got a vibrant economy, we are the envy of many in the state and southeast.  He stated we should move ahead.  He stated this is a big decision and we do not have all the answers but that is what we are moving toward getting the answers and making a decision.

Brief discussion took place as to how to proceed from this point.  Possible dates were talked about for a joint meeting.  Mr. Gardner questioned if the decision had to be made in a joint meeting.  Commissioner Council pointed out he would like for the decision to be made in a joint meeting.  He feels the two bodies should work through this together.  He stated he is willing to allow time as many members have suggested but he hopes that a decision will be made at the next meeting.  Mr. Council pointed out he came back for this meeting from his vacation hoping that a decision would be made.  He questioned if the group was going to continue meeting every two weeks pointing out he feels the group needs to move forward and make a decision.  The whole point of the document before the group tonight is to get the answers to the questions that have been asked.  You cannot get a lot of the answers until we move forward.  He stated when the group gets together again, he feels a decision should be made to take the step forward or make a decision one way or the other.

Ms. Ward stated she too has heartburn with the 85%.  She stated she wholeheartedly agrees with the concept before the group but she knows that there are other groups who are wanting some of the money also and will be bent out of shape if the funds are all dedicated to one project and the 15% is used or dedicated to a contingency.  Mr. Hunt stated no one wants to get into the other 15% or dip into the reserve but we need a cushion.  Mr. Bryan pointed out he would like to see some more information on the financing, fund balances and what we would do if the economy falls apart.  How would we cover the cost?  Mr. Odom pointed out basically what the group is being asked to vote on is an interlocal agreement to move forward to get answers to the questions, we are not voting on whether to build a convention center or not.  It is to move forward to get additional information.
Mayor Meeker stated he and Commissioner Council will get together and try to come up with a date that will be suitable for all and would get back to the group.

Adjournment.  There being no further business the meeting adjourned at 7:40 p.m.

Gail G. Smith

City Clerk
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