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SPECIAL CITY COUNCIL MINUTES

The City Council of the City of Raleigh met in special joint session with the Wake County Commissioners on Thursday, January 8, 2004, at 6:45 p.m. in the Raleigh Convention and Conference Center, Raleigh, North Carolina, with the following present:



City Council




Wake County Commissioners

Mayor Meeker, Presiding



Chairman Gardner

Mr. Crowder





Mr. Bryan

Mr. Hunt





Mr. Jeffreys

Mr. Isley





Mr. Gurley

Mr. Regan





Mr. Webb

Ms. Taliaferro




Mr. Council

Mr. West





Ms. Ward

Ms. Cowell


Also Present

City Manager Allen


City Attorney McCormick


County Manager Cooke

County Attorney Ferrell


Strategic Project Manager Howe

Mayor Meeker called the meeting to order indicating tonight’s agenda would consist of a presentation from representatives of the Strategic Advisory Group and followed by questions from the Councils and Commissioners.  He indicated County Manager Cooke would open the presentation.
County Manager David Cooke indicated this group last met in December and went through the whole process relating to the construction of the convention center and its hotel.  They heard a number of questions regarding the hotel.  He pointed out this has been one of the most intensive processes in which he has been involved in his 20 years in local government.  He has learn a lot about hotels and the process as he is a lot smarter than when he started this process.  One of the most important goals from the beginning of the process is that the hotel and convention center must work together successfully.  It is necessary to get a convention center headquarters hotel that would meet the needs of the convention center and be successful in the long haul.  With the competitive process that has taken place they have narrowed it down to three developers who have done their best work to assure the City they will get the best product they can with the lowest public involvement and he believes they have arrived at that point.
Mr. Allen reiterated it had been a long process for everyone in getting to this point and are now at the conclusion of everything the elected bodies have asked them to do.  Being an old engineer, he always looks for the critical path and to not take for granted that they could get the hotel deal done in this type of environment.  It has been very difficult.  They now have three quality teams who are willing and able to get it done and this says a lot.  You have a presentation of the end results of a lot of work over a long period of time and at the end a recommendation will be made for the most qualified team.  He would like to thank and acknowledge each one of the teams that participated in this process and to thank the County staff for their efforts.  They needed expert help from the Strategic Advisory Group and they have been very helpful in this effort.  Mr. Allen introduced Tony Peterman and Jeff Sachs, representatives of the Strategic Advisory Group who will explain the process and the presentation and indicated printed copies of the presentation will be available later in the meeting.
CONVENTION CENTER AND HOTEL – PRESENTATION AND RECOMMENDATIONS RECEIVED
Tony Peterman, representative of the Strategic Advisory Group presented the following PowerPoint Presentation consisting of responses to headquarters hotel questions, memorandum of understanding evaluations that includes understanding the proposals, evaluation criteria and staff recommendations as well as what steps are to be taken following the final recommendations.
Mr. Peterman pointed out there was an additional offer from John Q. Hammons offering to build an Embassy Suites Hotel downtown for a $10 million public subsidy.  Mr. Peterman indicated they did contact Mr. Hammons and told him in order to be considered in the process he would have to do the same level of work as the other teams that have been involved.  As a result Mr. Hammons opted out of the competition.
(Due to formatting restrictions discussion that took place during the presentation is shown following the presentation in these minutes)
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. HQ Hotel Questions:
— Is Something Less than 450-Rooms and 32K SF
Meeting Space “Right” for Raleigh/Wake Co.2
— Is There a Difference in the Hotel Brands?

Il. MOU Evaluations:

— Understanding the Proposals
— Evaluation Criteria: How to Choose?
— Staff Recommendations

IIl. Next Steps
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DEFINITION: “Room Block” is the number of total rooms in a
hotel that are available to be sold today for future groups

HVS Agrees the Block available for Convention Booking is
as important {if not more so) as Number of Rooms in Hotel

HVS Agrees that a HQ Hotel with 400 Rooms and an 80%
Block Results in Larger Block than a 450-Room Hotel at
Typical 50%-70% Blocks [320 v. 315]

HVS' Recommended 32K SF Net HQ Meeting Space
Included some Pre-Function + some Convention Center
Program

CONCLUSION: HVS States that a HQ Hotel with a 320-
room Block and 15K to 23K+ /- SF Meeting Space Will
Meet the Needs of the New Convention Center
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m  All Teams Commented that they, and their Investment
Dollars, Stand behind their Program as Proposed as the
“Right Answer” for Raleigh/W ake County

= Each Team Commented that their program will
Accommodate HVS' Convention-Group Demand
Projections

m Additional Rooms and/or Meeting Space could be
Developed as part of this Process at

a City/County Cost Ranging from Approximately
$1.0M 1o $6.8M
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= Raleigh CVB held Focus Group with ~45 Potential
Convention Center Users (Meeting Planners)

m  Consider Only Hotel Rooms within 3 Blocks of Center to
be Highly Important

= Block is More Important that Number of Hotel Rooms

m 50 Rooms (Not Block) Does Not Make or Break
Decision

m CONCLUSION: 320 Room Block “Works”
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HQ Hotel Brand:  Does it Matter?

HQ Hotel Brand:  Does it Matter?
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“When selecting a destination, do the following hotels have a positive, 

neutral, or negative impact on your decision making process?” 

(Sample:  70 Surveys for Portland OR)
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Development Teams
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How to Choose?

How to Choose?



Team’s Comparable Hotel & PPP Development Experience



Hotel’s Vision & Program Definition

– 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 Net Public Investment

– Lease Revenues Paid to City/County (Land & Parking)



Room Block Commitment
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Development Experience

Development Experience



White Lodging:

– 2005:  Marriott, KY* 617

– 2003:  Marriott, CO 279

– 2002:  Renaissance, FL 250

– 2002:  Renaiss. Suites, CO 232

– 2001:  Marriott, IN 615

– 2001:  Marriott, TX 211



Davidson & Jones:

– 1987:  Sheraton, NC 333

– 1985:  Hilton, FL 295

– 1984:  Hilton, NC 325 

* Under Construction



Stormont-Noble:

– 2005:  Marriott, TX* 349

– 2005:  Hilton, VA* 150

– 2003:  Marriott, TX 300

– 2001:  Marriott, MD 751

– 2000:  Renaissance, VA 250

– 1999:  Marriott, TN 300

– 1997:  Hyatt, KS 303

– 1995:  Independent, GA 134

– 1991:  Marriott, VA 405

– 1986:  Marriot, FL 355

– 1986:  Marriott, GA 426



Trammell Crow:

– 2000:  Marriott, FL 717

– 2002:  Ritz Carlton, FL 295



Garfield-Traub

– 2005:  Hilton, SC* 300

– 2002:  Sheraton, KS 412

– 2004:  Doubletree, MI 150

CCHG

S-NOBLE

TC-GT
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Management Experience

Management Experience



White Lodging:

– Marriott, KY * 617

– Marriott, IN 615

– Marriott, MI 290

– Marriott, CO 279

– Renaissance, FL 250

– Renaiss. Suites, CO 232

– Marriott, TX 211

– Holiday Inn Select, IL 202

– Holiday Inn, TX 194

– Marriott, CO 155

* Under Construction



Noble Mgmt. Group:

– Holiday Inn, GA 375

– Marriott, TN 300

– Crowne Plaza, GA 280

– Hilton Garden Inn, FL 153

– Hilton, VA* 150

– Holiday Inn, GA 100



Starwood:

– Sheraton, AL 770

– Westin, NC 700

– Westin, PA  616

– Westin, IN 573

– Sheraton, CA 503

– Westin, CA 460

– Sheraton, KS 412

– Westin, RI 364

CCHG

S-NOBLE

TC-GT

FLAG:  Both White Lodging & Noble Management Group have been Approved by the 

Marriott Corporation to manage the Raleigh HQ Hotel under Marriott flag.
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Develop a Full-Service Convention Hotel


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Manage a Full-Service Convention Hotel



All Three Teams Have Experience Working with 

Municipalities to  Structure Public-Private Partnerships
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Building Programs

Building Programs

Flag Marriott Marriott Westin

Star-Rating >= 3-Star 4-Star 4-Star

Rooms 400 385 400

Expandable to: n/a 500 n/a

Suites  (included in room count) 26 15 12

Floors 12 14 15

Ballroom SF 12,000 9,000 12,000

Jr. Ballroom SF 6,000 0 2,900

Meeting Space SF 2,000 5,950 7,100

Support Space incl. Pre-Function 12,000 18,000 10,350

Total Meeting Space 32,000 32,950 32,350

Total F&B Seats 275 326 200

Retail SF 1,200 400 980

Pool Yes Yes Yes

Fitness Center Yes Yes Yes

Parking

New Build 200 or 0 0

Existing Spaces Req’d from City/County 200 200 +  200 200 +  200

Flag Marriott Marriott Westin

Star-Rating >= 3-Star 4-Star 4-Star

Rooms 400 385 400

Expandable to: n/a 500 n/a

Suites  (included in room count) 26 15 12

Floors 12 14 15

Ballroom SF 12,000 9,000 12,000

Jr. Ballroom SF 6,000 0 2,900

Meeting Space SF 2,000 5,950 7,100

Support Space incl. Pre-Function 12,000 18,000 10,350

Total Meeting Space 32,000 32,950 32,350

Total F&B Seats 275 326 200

Retail SF 1,200 400 980

Pool Yes Yes Yes

Fitness Center Yes Yes Yes

Parking

New Build 200 or 0 0

Existing Spaces Req’d from City/County 200 200 +  200 200 +  200

CCHG S-NOBLE TC-GT
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Development Budget (Uses)

Development Budget (Uses)

CCHG S-NOBLE TC-GT

Site Development $550,000 $1,375 $550,000 $1,429 $550,000 $1,375

Construction 37,040,000 92,600 34,450,000 89,675 38,850,000 97,125

Design Costs 2,940,000 7,350 3,120,000 8,104 3,400,000 8,500

FF&E/OS&E

10,400,000 26,000 10,820,000 28,104 12,600,000 31,500

Pre-Opening Costs 1,800,000 4,500 2,100,000 5,455 3,000,000 7,500

Other Development Costs 3,370,000 8,425 2,195,000 6,221 2,500,000 6,250

Project Contingency 3,000,000 7,500 1,800,000 4,675 Included -

Financing Costs 1,800,000 4,500 3,165,000 8,221 3,100,000 7,750

HOTEL DEVELOP. BUDGET

$60,900,000 $152,250 $58,200,000 $151,883 $64,000,000 $160,000

Total per key

Total per key

Total per key
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Hotel Pro Forma

Hotel Pro Forma

No. Rooms 403 385 400 403 385 400 403 385 400

Occupancy 60% 61% 57% 68% 69% 69% 70% 72% 72%

ADR $106 $115 $119 $115 $124 $128 $120 $132 $136

RevPAR $64 $70 $68 $78 $86 $88 $84 $95 $98

Total Revenue $15,638 $17,187 $16,116 $20,037 $20,711 $21,760 $21,854 $22,878 $24,110

Operating Expenses 12,094 11,880 12,238 14,091 13,686 14,504 15,353 15,137 15,908

Gross Operating Profit $3,425 $5,107 $3,696 $5,822 $6,813 $7,063 $6,372 $7,516 $7,997

Property Taxes 318 500 501 327 530 531 335 563 564

Management Fees 469 344 483 610 621 870 656 686 964

Reserve for Replacement 156 344 322 610 621 870 656 915 964

NET OPERATING INCOME $2,482 $3,919 $2,390 $4,275 $5,041 $4,792 $4,725 $5,352 $5,505

CCHG S-N TC-GT

YEAR 1

CCHG S-N TC-GT

YEAR 3

CCHG S-N TC-GT

YEAR 5
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

All Three Teams Relatively Equal in Terms of Size & Amenities



TC-GT (Westin) Likely to Be Highest Quality Hotel



S-NOBLE and TC-GT Vision Most Proactive in Addressing a 

Physical Plan to Connect to Convention Center



S-NOBLE and TC-GT Vision Most Responsive to Livable Streets 

& Urban Design Issues
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Importance of Demonstrated $

Importance of Demonstrated $

Years

# Rooms Market Delayed Comment

1,200  Houston   9 years Non-Profit Corp.

1,200 San Antonio    7 years

1,200  Ft Lauderdale    6 years

1,000  Denver      5 years Non-Profit Corp.

1,200 Boston  4 years

450  Irving     3 years

1,000 San Diego  3 years

400 Myrtle Beach        3 years Non-Profit Corp.

200 Trenton  3 years

Others that went directly to N.P.C. due to lack of developer 

and lender/equity interest include Chicago, Austin, 

Overland Park, Omaha, Coralville, and Sacramento.

Years

# Rooms Market Delayed Comment

1,200  Houston   9 years Non-Profit Corp.

1,200 San Antonio    7 years

1,200  Ft Lauderdale    6 years

1,000  Denver      5 years Non-Profit Corp.

1,200 Boston  4 years

450  Irving     3 years

1,000 San Diego  3 years

400 Myrtle Beach        3 years Non-Profit Corp.

200 Trenton  3 years

Others that went directly to N.P.C. due to lack of developer 

and lender/equity interest include Chicago, Austin, 

Overland Park, Omaha, Coralville, and Sacramento.
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Capital Plan (Sources)

Capital Plan (Sources)

CCHG S-NOBLE TC-GT

Total %

Total %

Total %

*

* Based on Trammell Crow Balance Sheet Guarantee

Senior Debt $30,000,000 49% $24,000,000 41% $35,000,000 55%

Mezzanine Debt 2,000,000 3% 0 0% 4,000,000 6%

Equity 9,000,000 15% 14,200,000 24% 5,000,000 8%

City/County Participation 19,900,000 33% 20,000,000 34% 20,000,000 31%

TOTAL SOURCES $60,900,000 100% $58,200,000 100% $64,000,000 100%

Total Equity Provided by Team $9,000,000 $14,200,000 $5,000,000

Pct Fin’g Provided by Team 15% 24% 8%

Equity ROI (Leveraged) 18.8% 20.3% 24.6%

Other Debt Financing 49% 41% 55%

Senior Debt Cost 7.5% 7.5% 6.0%

Senior Debt Coverage (Yr 3) 1.7 2.2 1.8

Mezzanine Debt Cost Unknown  

[10%]

- 10.0%

EQUITY

DEBT
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

All Three Teams Have Indicated a Willingness to Sign Recourse as Required 

by Their Lender



Trammell Crow (TC-GT) Will Pledge its Corporate Balance Sheet to Ensure 

Raleigh/Wake Co. is Delivered the Westin Hotel as Proposed



S-NOBLE is Only Team to Have Written Verification that Equity is Placed



S-NOBLE has Highest Percentage of Equity in Deal



S-NOBLE has Lowest Debt Percentage and Highest Debt Service Coverage 

Ratios
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Financial Proposals

Financial Proposals



City/Co. Buys $19.9M Completed "Public Space“

Developer Responsible for O&M of Public Space



One-Time Purchase or Land Lease Pmt for $100K



City/Co.'s $19.9M is Pari Passu



Developer Provides 200 Total Parking Spaces

or

If New City/Co. Spaces, Developer Leases at Mkt



City/Co. Gets 0% of Any Cost Savings



[OPTIONAL] City/Co. Buys 7K SF Hotel 

Restaurant Shell Space

Local Rest. Leases Space at  [Unknown]



Developer Provides $500,000 Escrow
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City/Co. Buys $20M "Conf Ctr" Condo Unit
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

99-Yr Land Lease at $75k/Yr Fixed

[50% paid on Guaranteed Basis]

[50% paid after 15% Equity return]



City/Co.'s $20M is First Dollar In



City/Co. Provides 200 Lot-Parking Spaces 

at 50% of Market Rate

Add'tl 200 Deck-Spaces at Prevailing Mkt Rates



City/Co. Shares Pro Rata Cost Savings (34%)



Developer Provides $250,000 Escrow
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City/Co. Buys $20M "Conf Ctr" Condo Unit

Developer Responsible for O&M of Public Space



99-Yr Land Lease at $100K/Yr + CPI

[100% paid after 12% Equity return]



City/Co.'s $20M is First Dollar In



City/Co. Provides 200 Lot-Parking Spaces 

at 50% of Market Rates

Add'tl 200 Deck-Spaces at Prevailing Mkt Rates



City/Co. Gets 100% of Any Cost Savings



Developer Provides $100,000 Escrow



City/Co. Buys $20M "Conf Ctr" Condo Unit

Developer Responsible for O&M of Public Space



99-Yr Land Lease at $100K/Yr + CPI

[100% paid after 12% Equity return]



City/Co.'s $20M is First Dollar In



City/Co. Provides 200 Lot-Parking Spaces 

at 50% of Market Rates

Add'tl 200 Deck-Spaces at Prevailing Mkt Rates



City/Co. Gets 100% of Any Cost Savings



Developer Provides $100,000 Escrow

Convention Center

Hotel Group

Stormont

Noble

Trammell Crow

Garfield Traub
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Net City/County Investment (PV)

Net City/County Investment (PV)

PUBLIC INVESTMENT (PV)

Initial Investment $(19,900,000) $(20,000,000) $(20,000,000)

Land Investment $(3,000,000) $(3,000,000) $(3,000,000)

Land Lease (Fixed) 100,000 576,000 0

Land Lease (Variable) 0 507,000 1,653,000

Parking Investment 0 (1,200,000) (1,200,000)

TOTAL INVESTMENT $(22,800,000) $(23,117,000) $(22,547,000)

HQ TAX BENEFITS – 30 Yrs (PV)

Prepared Meals Tax $1,660,000 $1,491,000 $1,566,000 

Hotel Property Tax 9,442,000  9,442,000  9,442,000 

Hotel Occupancy Tax 13,450,000  15,402,000 16,412,000 

HQ TAX COLLECTIONS $22,892,000  $26,335,000  $27,420,000 

PUBLIC ROI  (Direct) $92,000 $3,218,000 $4,873,000
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
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and Structures



Only CCHG offers Pari Passu



Only S-N and TC-GT Offer Development Cost Savings Sharing 

(34% and 100%, respectively)



All Three Hotel Proposals Pay Back an Amount at Least Equal to 

Public Investment
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Councilor Regan indicated he has concerns that the taxpayers are getting the most for their money.  The HVS report said it was necessary to have a minimum amount of 450 rooms as well as recommending other minimum criteria.  He finds it interesting that in all the ways that varied from the report it makes it worst for the taxpayer.  The report originally said the developers would provide parking and now the City is providing parking.  Each time this happens it makes the taxpayers pay more and feels the taxpayers have a right to keep as much of their money as possible.
Mr. Peterman pointed out the HVS study did not start with a blank slate.  They started with a hypothesis that a 450 room hotel would work in this particular environment, they never considered 400 room or 350 rooms.  Secondly, all the teams were asked if they would go to 450 rooms and all said they would with additional subsidy which is not in the interest of the taxpayer.  City Manager Allen pointed out they have certainly tried to protect the public investment as much as possible but have to make sure the convention center needs are met as well.  He believes their recommendations are in sync with HVS proposal and the hotel people were successful and did this in a competitive environment.  If the Committee decides 450 rooms is a proper investment the money is there to fulfill that commitment.  Mr. Peterman added that the HVS quote of 450 is not a magic number.
Councilor Hunt questioned how the subsidy meets the need for public space.  Mr. Peterman pointed out each team proposal is that the City buy and own the public space.

Commissioner Jeffreys indicated this process started with 450 to 600 rooms and he has a problem with accepting bids for 400 rooms when it was put out at 450 to 600 rooms.  It bothers him that the RFP said 450 and the highest one that came back said 400 rooms. 

Commissioner Council pointed out the original proposal said 450 rooms and questioned was that based on a room block of 50 to 70 percent.  Mr. Peterman indicated he did not recall the HVS study saying the 450 room block.  Commissioner Council pointed out 450 rooms at a 70 percent block totals 315 rooms and a 80 to 90 percent block would equal a 320 room minimum and questioned if that is guaranteed.  Mr. Peterman indicated it is guaranteed as they signed the Memorandum of Understanding.  Commissioner Council pointed out he feels it’s the room block that’s important and is impressed with the 80 to 90 percent target.
Councilor Crowder indicated he felt the 450 room number was made on assumption of absorption of rooms and not performance.  The hoteliers are coming back saying 400.
Councilor Cowell questioned the headquarter hotel meeting space with Mr. Peterman pointing out that 32,000 square feet of net space is necessary, but the report has 10,000 feet of prefunction area (lobbies) and this is not included in the net meeting space.  He pointed out all are in the same ball park.

Councilor Taliaferro indicated she felt it is important for the number of rooms downtown and when 80 to 90 percent of the rooms are blocked and the rooms are not being used, then the downtown area is not healthy.  She asked if there were any suggestions to this or whether they feel they have enough rooms.  Mr. Peterman indicated the block does not commit the rooms up to the day they are rented.  There is attrition and the rooms open up.  This does put 400 rooms in the market.  Councilor Taliaferro asked about conventions that have to push rooms out to the Marriott.  City Manager Allen indicated they have talked to the Marriott Hotel who is very supportive of this project and will be working with any proposals for room blocks and to add that block.  Commissioner Council questioned how much space the hotel can have before it eats into the required space of the convention center with Mr. Peterman indicating 32,000 square feet.  City Manager Allen added the HVS report indicated the space supports the combined convention center and hotel.
Commissioner Ward pointed when Raleigh has a successful convention center and hotel there is a good possibility there maybe another hotel in the vicinity within the next few years, so there may not be a long range problem.  She pointed out in her experience the size of the ballroom and the meeting space for larger meetings seem to be the most important things for large groups.

Councilor Regan pointed out Bob Winston proposed a hotel in this area and took the specifications seriously, thought them through very well and said the product cannot be developed to the hotelier successfully without a $30 to $50 million subsidy.  He believes he was trying to do the community a favor and he did not receive the proper credit for his free market experience.  When the total cost of the hotel gets smaller and the cost to the City gets bigger you are basically increasing the subsidy and the hotel get smaller.  Those numbers are getting closer to Bob Winston’s comments.  The market says the original proposal will not work.
City Manager Allen indicated he disagrees with that comment.  Bob Winston was given equal opportunity to present a proposal.  It has been a very professional process of narrowing down to the top three teams.  He was given every credit that was offered to every other team.  The deal is substantially less than that and at the same level as the HVS report.  There is no manipulation of the market on this process.
Commissioner Council pointed out it has been noted that any of the teams could build a 450 room hotel and questioned how much more money would it take.  County Manager Cooke indicated that figure would fall between 2 ½ to 3 million dollars.  Mr. Peterman added that if the private sector is requiring more money for extra rooms then it basically says the market will not absorb the rooms.
Councilor West questioned whether under-utilized businesses and MWBE were considered in these proposals.  City Manager Allen indicated they have not been considered at this point in the process but will be considered when the team is selected and construction bidding starts.  County Manager Cooke pointed out when there are public funds involved they will have to follow State and County guidelines regarding MWBE and under-utilized businesses.
Councilor Crowder requested information on the financial health of the hotels with Mr. Peterman indicating all three hotels had some property on somebody’s top list such as customer satisfaction, occupancy rate, etc.  Councilor Crowder questioned the percentage of the success rate and their overall performance.  Mr. Peterman explained the numbers on the equity return and asked if he was looking for information such as do they pay their bills, etc.  He noted that all three have good development experience and good management experience.
Councilor Taliaferro questioned the differences in junior ballroom space for the proposal.  Mr. Peterman explained the differences in numbers for the three proposals, pointing out ultimately that Stormont-Noble considered a trade off with junior ballroom space for enlivening the streets by centering the main ballroom rather than tucking it off into a corner.  Councilor Taliaferro questioned why they proposed no junior ballroom with Mr. Peterman indicating they each have some amount of meeting space; it has just been carved up differently.  Councilor Taliaferro questioned how would that proposal work for the City of Raleigh and is there another space that could be used.  Mr. Peterman indicated that information would have to be brought back.
Commissioner Ward pointed out there seem to be a big difference in the proposed retail space and questioned how significant would the differences be.  Mr. Peterman explained there are some lower numbers in response to the Livable Streets Initiative.  He indicated he had lunch the other day at Café Luna and in talking to the restaurant owner he indicated he as well as many of his competitors would not like to see restaurants put in hotels as they would like to get the people out and into the downtown area to take advantage of the restaurants downtown.
Commissioner Bryant pointed out the Stormont-Noble proposal has indicated they are willing to expand to 500 rooms if the market gets better and questioned whether they’ve had the same discussion with the other teams.  Mr. Peterman indicated they have no commitment from the other teams but in his own opinion they would be willing to expand when it make sense to do so but there are no current plans at this time.
Councilor Crowder questioned whether the retail space proposed is strictly internal to the hotel with Mr. Peterman explaining the retail spaces are inside the hotel but face the exterior.
Commissioner Chair Gardner pointed out the conference room that this joint meeting is taking place in is about 2,000 square feet.  He pointed out that the teams are proposing one meeting room at this particular size and the other two teams are proposing one at double the size and one at triple this size.
Commissioner Ward questioned whether staff was aware of any rock base beneath the area proposed for the hotel.  City Manager Allen indicated they know the area very well and have a good idea where the rock is.
Councilor West questioned whether all the motel rooms or hotel rooms are standard size.  Mr. Peterman explained that 350 square feet is pretty much the standard.  There are two standard widths, 13 feet and 13.6 feet and each of the teams have proposed the larger rooms.

Councilor Crowder asked whether any of the options have considered the opening of the Fayetteville Street Mall.  City Manager Allen indicated all the teams have said they could work with that option if it were to take place and understood the City could not give them a decision on that at this time.
Commissioner Council questioned where the equity that is shown from the three teams is coming from.  Mr. Peterman pointed out CCHG has offered a verbal commitment to find the money.  Stormont-Noble has submitted a letter for 2.5 million in real estate investment trust and is fully prepared to invest the $14 million.  Trammell Crow at this point has no idea but has indicated they are willing to do everything they can to raise the equity which includes putting up their balance sheet of just under $1 billion to guarantee the money.  He indicated the good news is they were very honest and forthright in this explanation and added they are not in the business to own hotels and will probably sell it the day it opens.
There was brief discussion on the return on investment for a safe hotel versus a risky hotel with Mr. Peterman pointing out it is considered risky because it is a new hotel.
Councilor Hunt questioned whether the return on investment would carry over from year to year if the percentage is not reached.  Mr. Peterman indicated that it would but there is no interest on interest.  Mr. Peterman went on to explain that in regard to the developer provided escrow none of the teams had submitted language the way it was requested; however the most favorable language regarding an exit clause was CCHG.
Councilor Regan questioned why break out the return on investment on the convention center separate from the hotel.  Mr. Peterman explained the numbers would go down if the convention center was included in the statistics for the hotel.
Commissioner Bryan questioned if any cost savings that are made would they be passed to the City and the County.  Mr. Peterman explained that without cost savings distributed to the City the developer has every incentive to cut back on the quality of the hotel.
BREAK 8:42 TO 8:52
City Manager Allen explained the Evaluation Team in reaching the recommendation consisted of himself, County Manager Cooke, City Attorney McCormick, County Attorney Ferrell as well as convention center staff and the two consultants.  All were unanimous in their recommendation.  They have built a personal relationship with all the teams and in the end look at the return on investment and the room block commitment.  As a result, the Evaluation Team is recommending the selection of Stormont-Noble Development.
County Manager Cooke briefly explained the next step to be considered pointing out there is still a need to schedule a joint meeting to approve the Interlocal Agreement amendment to commit the revenue stream.

Mayor Meeker raised the issue of equity proposed by Stormont-Noble pointing out their equity figures were the highest of three teams.  City Manager Allen concurred.  Mayor Meeker spoke to out the return on investment analysis and a real estate investment at $3 million and questioned whether anything else was paid.  City Manager Allen indicated they did show public cost.  Mayor Meeker whether interlocal agreement dollars are used with City Manager Allen indicating they were not; this is an approximate value.

Commissioner Bryan questioned how they looked at the Trammel Crow $1 billion balance sheet using this to assure the project happens.  He questioned why do they not have a stronger equity commitment.  Mr. Peterman explained he feels their equity commitment is huge as their risk is zero; however, they do have a high level of debt and are less likely to meet the debt service payment.  Also, the City does not know long-term who will be a partner as they will more than likely sell the project as soon as it’s completed.
Councilor Cowell questioned how firm are the projections for square footage on the ballroom and meeting space on the Stormont-Noble proposal.  City Manager Allen pointed out it is important not to spend a huge amount of time on the renderings that have been submitted.  The gross square footage is essentially the same and have costed out the same and they are able to make adjustments.

Councilor Taliaferro questioned the relationship of the food and beverage seat and retail space.  She pointed out the local restaurants want to share in convention center business and she is concerned over the Stormont-Noble proposal for retail space solely devoted to the restaurant.  City Manager Allen indicated this has been factored in and is street front.  How they operate the restaurants will drive this.  He encouraged everyone to not get into specific details of food and beverage and retail as they have no finalized plans yet.
Councilor Crowder questioned the evaluation process on the return on investment on the project.  It appears they did not take the local team into consideration, that the money will be returned to the local economy and questioned should it not carry some weight; the money will stay in the community.  City Manager Allen pointed out this point was debated as to whether to show it or not and they determine to show the things that they knew such as the parking.  They did not show any other spin off benefits.
Councilor Crowder questioned the money staying in the local economy versus money going out of state.  Mr. Peterman indicated at this point it is undefined how much ownership the local contingent will have; there will be at least something to very significant.  He added the letter for the team as he recalls was from GMAC.
Councilor Hunt questioned how does the rating agency establish a 4 star hotel and how will we be sure we are getting a 4 star hotel.  Mr. Peterman explained this was not in the deciding criteria, but it is very likely that all three teams will have a 4 star property.  All the criteria at this point is flexible and if it is included in the criteria they have to provide it.  City Manager Allen added the projection is based on what they have given us.  Councilor Hunt questioned whether all three had made the guarantee with Mr. Peterman explaining they have two guarantees and one has said they will at least have a 3 star hotel.  Councilor Hunt questioned how many rooms will be needed if the convention center is fully used.  Mr. Peterman indicated they would love to have all 400 and the meeting planners have said 500 and 700 for this market is the “sweet spot”.
Councilor Taliaferro pointed out it continues to trouble her that they are still looking at the smallest hotel and questioned how much more public funding is needed for the room expansion.  City Manager Allen explained that Stormont-Noble has the lowest projection at 2.5 million.  Councilor Taliaferro pointed out that in the scope of the project $2.5 million is minor.  Also, the relationship of the hotel and the development will be critical and questioned how will Stormont-Noble fit into that equation.  City Manager Allen explained they did not make a distinction based on character.  All three firms have considerable manage experience.  Councilor Taliaferro questioned in the construction if the convention center and hotel have to share space how will that work out.  City Manager Allen indicated this is one reason to get the team on board to make these decisions.  The City owns the land and they have a lot of control working with them.  Mr. Peterman added that in regard to 385 rooms he believes they have introduced a verbal commitment and Stormont-Noble has verbally committed to 400 rooms at 0 cost to the City.
Councilor West noted that giving the ranking and the range in ranking are there differences statistically in the range.  City Manager Allen pointed out they made no statistical evaluation.  Mr. West asked in the evaluation conclusions their average ranking score ranges from 1.0 to 2.3 and questioned this ranking.  City Manager Allen pointed out any of the three teams can do the project.  There is not a huge range between any of them.  Mayor Meeker pointed out the major differences appear to be in financing capability.
Commissioner Bryan indicated on one of his trips he stayed in a Westin Hotel and found it to be very nice.  He questioned how would a Westin Hotel fall into the image that we want Raleigh to have.  Commissioner Ward pointed out a high quality Marriott can be just as nice as a Westin Hotel.  County Manager Cooke pointed out that both will be nice products.  They do recognize this in written comment but with what is going on in downtown Raleigh both will hit the target.  Commissioner Webb indicated he would like to hear the room count of 400 is okay.  Mayor Meeker pointed out additional funds can be allocated if both boards think it’s necessary.  City Manager Allen pointed out HVS has confirmed verbally and in writing that it does.  The advisors have agreed and the planners have agreed and staff agrees that it does as well.
Councilor West questioned whether there were any guarantees to expand to more rooms with Councilor Crowder indicating it appears they will guarantee a foundation and it is the market that will determine whether they go up or not.  Mr. Peterman pointed out on the design sketches the expansion locations on the proposed renderings.
Mr. Regan presented the following handout.

Local Taxpayers Paying for Almost Half of Project
· Estimate: 80% of Prepared Food & Beverage Tax is paid by Raleigh and Wake citizens.

· Estimate: 20% of Occupancy Tax is paid by Raleigh and Wake businesses hosting visitors.

· Estimate: Burden of Convention Center and Hotel project carried by local citizens is $358 million. (Calculated from data on KPMG p.6.)
Justifying Taxpayer Investments
· Taxpayers don’t choose to invest, they are forced to invest.  Even if the majority agree, the minority are forced.

· Therefore, the standards for investment of taxpayer money must be higher than those for investment of private money.

Poor Investment for Taxpayers
· We are asking local taxpayers to invest $358 million in tax revenue for a return of $50.2 million in tax revenue.
· (KPMG p.95, local tax revenue resulting from convention center operations, assuming 3% increase per year).

· This is a 20-year return of -86%.
Question
Why is it okay to have a low or negative return on taxpayer investments?

Commissioner Ward pointed out she feels it is necessary to look at the big picture and consider all the spin off benefits such as additional jobs, businesses, etc.  Mr. Regan indicated at this point he does not know how North Raleigh would benefit from things going on downtown and would like everyone to consider these final questions.  Councilor Crowder indicated he does not necessarily agree with this position.  His parents and his grandparents all had to pay taxes.  The per capital income back then was very low, but today Raleigh is one of the best places in the Country to live.  His quality of life is much better than when he grew up and he is very glad people had the courage to invest in his future.
City Manager Allen pointed out there are also economic benefits of this project.  He spoke to the net increase for Wake County for the first five years as well as the new jobs that will be created.  He noted the value must be given to the asset and the public will own the convention center.
Commissioner Jeffreys asked if he had any figures on the new jobs that would be created.  City Manager Allen indicated it would be a range of jobs, typically tourism and related jobs such as accountants, property managers, and service-related jobs it is a very large range.  Commissioner Jeffreys indicated that hotel would only require one manager and one accountant but there would be a considerable amount of service workers.
Commissioner Bryan spoke to the projection of $260 million in the next five years and asked if they had projections for the next 20 years with City Manager Allen indicating he did not have those numbers.  Commissioner Bryan indicated he feels there will be an economic benefit for the community.  City Manager Allen pointed out there will also be a benefit for the State.
Mr. West noted there are other opportunities that may spin off from this project that will give an improved quality of life to Southeast Raleigh and strengthen the City overall.
Commissioner Council indicated he feels there are two risks; the first is if nothing is done, the second risk would involve making a decision and moving forward with that decision.  They can always question their actions but at this time they don’t know all the answers.  He is inclined to move forward with this project and additional information will continue to come in that will add clarity to the process.  There is a vision of where we want this community to go and does not want to make the same mistakes as the RBC Center.  He indicated they can sit around and beat it to death or move forward and feels we have to have a sense of faith in the people who we have hired to do this.
A motion was made by Commissioner Ward to enter into an agreement with Stormont-Noble as recommended by staff.

Councilor Regan indicated he knows he is in the minority and has a tremendous amount of respect for City Manager Allen but as elected officials they weren’t elected to have someone else make decisions.  He asked that everyone consider the value of the asset.  They are asking taxpayers to invest upfront and collect rent.  Statistics have shown that these structures typically are not money makers and a structure that loses money is not an asset.  He asked everyone to consider the economic benefits and the multiplier effect.  If they take the money they would have taken from the taxpayers and return it to them to buy the things they want then entrepreneurs would build the businesses that the taxpayers want; however, if you taken money from one and you cannot show how they get it back you are simply transferring wealth from one person and giving it to someone else.
County Manager Cooke speaking to the motion as made by Commissioner Ward indicated the next step to take would be for the City Council to authorize City staff to enter into a development agreement negotiations with Stormont-Noble.  This should take place at the January 20 City Council meeting.

No second was received to the motion and the motion failed.

Mayor Meeker indicated they accomplished three things, selection of an architect, acquired the land and have selected the hotel developer.  He feels that America is the greatest country in the world and he thanks our predecessors for investing in their future and they have the same opportunity now to invest in the future of those that will follow.  There is more risk in doing nothing.  The taxes that they put in place over a decade ago were meant to do just this.
Commissioner Gurley pointed out the January 20th meeting of the Raleigh City Council according to the schedule is where Raleigh City Council will authorize staff to move forward into negotiations, and an additional meeting following that will take place to amend the Interlocal Agreement to commit to funding.  County Manager Cooke concurred indicating the meeting to vote on the Interlocal Agreement will take place sometime in January or in February.  
ADJOURNMENT
There being no further business, the meeting adjourned at 10:00 p.m.
Respectfully submitted,
Donna Hester
Deputy City Clerk
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