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COUNCIL MINUTES

The City Council of the City of Raleigh and the County Commissioners of Wake County met jointly at 8:30 a.m. on Thursday, April 14, 2011 in the Raleigh Convention Center, Rooms 306B and C, Salisbury Street, Raleigh, North Carolina, with the following present.



City Council




County Commissioners

Mayor Charles C. Meeker, Presiding

Commissioner Paul Coble

Mayor Pro Tem Mary-Ann Baldwin

Commissioner Joe Bryan

Councilor Thomas G. Crowder

Commissioner Tony Gurley

Councilor Bonner Gaylord


Commissioner Phil Matthews

Councilor Nancy McFarlane


Commissioner Stan Norwalk (absent)


Councilor John Odom



Commissioner Betty Lou Ward

Councilor Russ Stephenson


Commissioner James West

Councilor Eugene Weeks

Mayor Meeker called the meeting to order indicating Raleigh is still basking in the glow of the NHL All-Star weekend.  He expressed appreciation to all involved pointing out the All-Star weekend has been touted as one of the best ever.  He welcomed all to the meeting.  The following item was discussed with action taken as shown.

INTERLOCAL FUNDING REVIEW – HELD – VARIOUS ACTIONS TAKEN

Wake County Manager David Cook indicated it has been some time since the two groups have met together to discuss and get an update on the interlocal funding.  He stated for the past three months there have been meetings of a number of people and groups and they are at a point where they feel they have reached some agreement.  He stated what the group will be sharing today represents the agreements, the review process and recommended steps moving forward.  The group that has been meeting includes representatives of the Hospitality, Alliance, Centennial Authority, Town of Cary, NCSU, Greater Raleigh Convention and Visitors Bureau, NCSU, Gale Force, Town of Cary, North Carolina Museum of Art, City of Raleigh and Wake County.  He pointed out everyone has received notebooks outlining the purpose and goals of review, background in context, interlocal review issues and discussions, the proposals and recommendations.  
City Manager Russell Allen talked about the participation of the various groups in these meetings, the success of the interlocal funding and initial projects.  He talked about the quality of the buildings, programs and operation.  He talked about the experience of the resident/visitors and the cultural, hospitality interest and the success which is was dependent on all of those involved.  

County Manager David Cook talked about the discussions led by Mike Patterson and a citizens task force recommendations as to whether the City should build a convention center, background, provided information on obligations prior to the New Raleigh Convention Center, the development of the interlocal agreement in 1991, the revised interlocal agreement in 1995 and the 17 amendments since that time.  He talked about how the funding was set up, projects that have been funded and completed with the interlocal money including Exploris/Marbles/Imax, Soccer Center, Performing Arts Center, Yates Mill Pond Park, American Tobacco Trail Park, and the North Carolina Museum of Natural Sciences.  He pointed out projects that have been completed with the outstanding debt include the RBC Center and Five County Stadium.  He explained the agreements call for the City of Raleigh and Wake County to receive $1 million per year for purposes consistent with the legislation and went over the agreements since 2004 which indicates 85% of all net revenue is dedicated to the Raleigh Convention Center and explained how that works.  The 15% of the remaining net revenue has been committed to the NC Museum of Art ($15 million); NC Ballet ($250,000); North Carolina Museum of Natural Sciences Green Square Project – the new building ($6 million); Town of Cary Sports Facilities ($10 million); St. Augustine’s College Track ($1 million); Whitewater Park ($150,000); an RBC facility improvements.  He went over the various amendments to the agreement relating to the Raleigh Convention Center, North Carolina Museum of Natural Science, Town of Cary and RBC facility.  The City Manager went over the goals of the review which includes conducting the public review with all the partners, reviewing the financial model, and update if needed, completion of this by March 31, 2011 and identifying the next steps.  
City Manager Allen went over the interlocal review meetings, who was involved and the review topics which included financial model overviews; revenue projections; Raleigh Convention Center Operating Revenues and Expenditures/Capital Improvement Plan; Greater Raleigh Convention & Visitors Bureau – Business Development Fund and Marketing Fund Request; RBC Center – Operating Revenues and Expenditures/Capital Improvement Plan.
County Manager David Cook went over the financial models – major facilities cash flow touching on hotel/motel tax revenue, trends and recommendation which includes estimate 10% increase FY2011; 3% increase from FY2012 until FY2021 and beginning in FY2022 the percent increases adjusted to the average dollar increase in prior years.  The results are a steady decrease and percent change year to year. 

County Manager Cook went over the prepared food and beverage tax revenue and trends and pointed out there recommendation is estimated a 3% increase in 2011; increase additional point .5% annually until 5% in FY2015 thru FY20-21 and beginning in FY-2022, the percent increases adjusted to the average dollar increase in prior years.  The results are a study decrease in percent change year to year.  He went over the monthly analysis and pointed out all projects are now included in the models that have been given to the Council and Commissioners.  

City Manager Allen went over the financial models relating to the Raleigh Convention Center Financing plan.  He indicated thus far the Convention Center Financing Plan has out performed the original financing plan of December 2003.  The plan covers debt service, fixed amount for operating expense, business development, authorization for an additional $1 million, amount of future “potential” expansion/capital improvements and fund balance sufficient to exceed one-year debt service coverage.  He talked about the convention center model, operating cost, capital improvement plan and future expansion.  He pointed out the Convention Center is owned and on the debt service of the City of Raleigh.  He stated when it the Convention Center was completed it more than doubled the City’s existing debt.  It is still a high percentage of the city’s debt.  He feels this model is conservative, talked about the turbulent times and what has occurred.  
Mr. Allen pointed out they spent one meeting for the Centennial Authority to talk about the RBC Center Operating Budget and Capital Improvement Plan.  He pointed out the Greater Raleigh Convention and Visitors Bureau came to one of the meetings and explained their use of funding, how it works, what has been generated, etc.  
Mr. Allen went over the current “expectations:”
City of Raleigh


One year debt service coverage/preserved AAA status


RCC Operating subsidy and discretionary withdrawals


RCC expansion, Capital Maintenance Fund

Wake County


Two for one – current amount due plus future

Greater Raleigh Convention and Visitors Bureau


Business Development Fund/Marketing funds

Centennial Authority


Future designation for arena funds and the additional $500,000 per year

Town of Cary


Revenue Stream identified in 15th Amendment

County Manager Cook talked about the current model issues relating to cash flow imbalance and options which include adjusting the 85/15 split; defer/change current obligation; one-time transfer from Convention Center financing model; defer decision.

County Manager Cook presented his proposal as follows:

Changes to Cash Flow Model:
· Reduce percent of revenue stream to Convention Center Financing Model

· From 85% to 82% beginning in FY2012

· From 82% to 65% beginning in FY2020

· Designate future funds to convention center capital needs, arena capital needs, and/or Wake County’s 2-for-1

Changes to Convention Center Financial Model:
· Continue Raleigh discretionary withdrawals through 2018 (Wake County due $20M)
· Remove Convention Center expansion

· Add Capital Maintenance Fund in FY2013

· Continue Business Development Fund through FY2018 at $500,000 annually

Review again in 3 years

City Manager Allen presented the following proposal:

No Changes Proposed
· Limited operating history of convention center

· Unstable economic conditions

· Insufficient information on capital needs

Review again after RCC Capital Maintenance Plan complete

County Manager Cook went over the following recommendations that have already been agreed upon.  
· Updated revenue projection methodology

· Need for capital maintenance plan for convention center (and what it means in $)

· Need for more information about convention center subsidy and marketing/sales

· Need for details/schedules for Cary Sports Facilities capital improvements

Interlocal Review Recommendations

1. No amendments to the Convention Center Financing Plan until next review

2. Complete another collaborative review between December 2011 and March 2012

3. Prior to December 2011, complete the following:

· Capital Maintenance/Improvement Plans for:

· Raleigh Convention Center

· RBC Center (update)

· Benchmark Raleigh Convention Center to other comparable and competitive convention centers for percent of budget spent on:

· Marketing/advertising;

· Capital Reserves; and

· General Public Subsidy

4. The Town of Cary will:

· Proceed with improvements to WakeMed Soccer Park based on expected $2.0 million in occupancy/prepared food and beverage tax revenues
· Develop capital plan for facilities defined in 16th Amendment

· Execute Interlocal Agreement with Wake County in accordance with 10th Amendment

Commissioner Ward questioned the capital maintenance plan and whether the City has any dollar figures as it relates to the Convention Center capital maintenance plan.  City Manager Allen pointed out the City staff is working on a RFP.  He stated the RBC has done an RFP but has not proceeded from that point.  He stated he feels it will be in the multiple hundreds of dollars and would probably take 3 to 6 months.
Commission Chairman Coble questioned if there is any cap on the 2-for-1 with the City Manager pointing out there is no cap.  Commission Chair Coble questioned why there is nothing on the cash flow model after 2018 with the City Manager explaining how to read the cash flow model, cost for the current center, etc.  Having money available inside the model for the capital maintenance and debt service, why nothing shows up after 2021, the fact that most of the obligations would be completed by that date and the differences in the County Manager and the City Manager proposals was discussed. 

Commissioner Bryan questioned how capital maintenance for the convention center was assumed in the original model if it was there and if not, why not.  County Manager Cook talked about the HVS study, the fact that the net operation budget has reserves and the feeling of the County that the Convention Center had been putting money in their reserves to address the issue.  The feeling that money had has been put aside was talked about but what hasn’t been addressed is the capital maintenance expense side and what that would look like.  City Manager Allen pointed out the City is running the facility well and has not had to go into the reserve.  There is an operating reserve.  We do not have a good view of what the expenses will look like and the money that is being put in the reserve is what will be used for the RFP for the capital maintenance.  He talked about how the $1M draw down is utilized, how we could work out of the bottom line reserve but the feeling that we do not have the money for the long term maintenance.  Commissioner Bryan questioned the interaction between the City and the Greater Raleigh Convention and Visitors Bureau with City Manager Allen pointing out it is an extremely good partnership.  He talked about the marketing, the success story of the convention center, the fact that the Convention and Visitors Bureau naturally would like to have more dollars to market the convention center expectations versus outcome.  
Original projections on the convention center losses and how that has played out as well as the level of subsidy was questioned by Commissioner Coble.  City Manager Allen talked about the expected subsidy to the Convention Center originally and the fact that the City was concerned about the projected lost and that is why they negotiated the $1M pay out and how that is utilized was talked about.  What the operating deficit is was questioned by Mr. Crowder and the actual operating deficit was talked about and questioned by Council member Odom.  
In response to comments from Mr. Stephenson about whether the convention center has been a generator of revenue and the projections there, County Manager Cook pointed out he is not commenting on the community impact of the convention center.  He talked about the original Performa done by HVS and the actual results.  Testimony about the value of the convention center to the area was talked about, the fact that it is the City’s risk and on the City’s books Mr. Stephenson questioned how we ended up with the agreement that Raleigh would bear all of the debt when the revenue is being split.  City Manager Allen pointed out it had to be on one entity’s books.  Mr. Odom questioned how many hotels have been built since the convention center has been in place and the tax revenue from that. The fact that the County gets more of the tax dollar than the City was pointed out.  
Mayor Meeker moved that the City Council approve the four interlocal review recommendations as outlined.  His motion was seconded by Ms. Baldwin and a roll call vote resulted in all Council members voting in the affirmative.  The Mayor ruled the motion adopted on an 8-0 vote.

Commission Chair Coble expressed appreciation for the time and effort that went into the report and recommendations.  He expressed concern about the projects already established, spoke to the importance of the Convention Center and the RBC Center but also the importance and funding for the other projects.  He stated at this point he could not support the City Manager’s recommendation and he is not sure he can support the County Manager’s recommendation.  He is concerned about what happens at 2021.  He stated we are not planning for additional improvements at the RBC Center, this doesn’t address the convention center’s future, we need to address the debt service, he is concerned about the present ratio and suggested that the City and County go outside, hire an independent bond counsel who had not done work on this for the City or County; ask them to come in look at the debt model, etc. and give recommendation.  He pointed out we are not talking about revenue bonds he feels we can address the concerns of the City but he continues to be concerned about the future.  He stated he could support an approach where we start moving money back to the general fund so that we are prepared to deal with taking care of the convention center and the RBC center in the future.  He stated he would agree that we need to take discussion of the expansion of the Convention Center off the plans as what he sees is a small arena that will compete with the RBC Center and he does not feel that is correct.  He stated we should make sure that we plan to protect the convention center and the RBC Center.  He talked about the need to support the RBC Center and the Hurricanes which are the major tenants.  He does not feel we should wait to start thinking about it in 2021 we need to start now.  He expressed concern about not planning and coming up short and what it will do to the City and the County’s budget.  Commission Chair Coble stated he did not feel a decision could be reached today.  
Commissioner Ward moved acceptance of the report and approval of the joint recommendations.  Her motion did not receive a second.  Dialogue between the Commissioners followed with Commission Chair Coble talking about the need to narrow this down and lock in the future planning.  He stated if you do not lock in how you are going to proceed, someone will take off and go in a direction spending lots of money and the spending grows out of control and you get too far down the road.  He stated he is willing to work on a frame work and again talked about his concerns.  Commissioner Gurley talked about the need to have a review sooner than is outlined in the recommendation.  He stated he understands the process, it is a joint agreement, but pointed out he feels the elected officials need to get involved sooner than later.  He stated he feels that there should be joint meeting to work on the process rather than just an agreement to meet later on.  He feels it should be a more hands on effort.  The elected officials should not just wait and not be involved for the next year.  
Commission Chair Coble indicated the recommendations call for a December meeting.  He stated no one ever wants to meet in December so it will be shoved to next year.  He does not want to continue kicking the can down the road.  He does not feel that is prudent.  He suggested that we get together and do something prior to October.  Get all of the numbers and reports back and have another meeting or so by that time.  He stated obviously there is not an agreement now but we could work on common ground.  Commissioner Ward talked about the need to accept the report and work within the framework.  How to move forward was talked about.  Mr. West moved approval of the process as outlined but meet again within 3 months or so; work within the framework but move the framework forward.  His motion was seconded by Ms. Ward.  Mr. Coble stated he could go with that motion as long as it is understood we would work on some of the issues he raised such as debt service, convention center maintenance plan, RBC future plans, with no money being expended during this time.  He stated he could support that.  He stated if there is concern from the City he would suggest that we ask the City Attorney to look at hiring an outside bond company who are experts to come in and give us some recommendations.  How to proceed when the next meeting would be, how long it will take to get plans back, when we could get benchmark information, how long it will take to create the capital maintenance plan, the work to create bench marks related to specific information and the time frame and the recommendations were talked about.  They need to have all of the information before another joint meeting is held and the discussions that took place to come up with the time frames or time tables as outlined in the recommendations were put forth.  Commission Chair Coble talked about the need to lock down the time frames and again expressed concern about continuing to kick the decisions down the road.  He stated he was willing to be flexible but would like to have some information on how much time it will take.  City Attorney McCormick indicated it would take the RBC Center approximately 3 months to update the existing plan.  He pointed out the City is in the phase of getting their RFP together and he feels that will be a minimum of four months.  Commission Chair Coble asked to amend Mr. West this motion to approve the recommendations with the understanding the meetings would be no later than January 31, 2012.  The motion was put to a vote which resulted in all commissioners voting in the affirmative (Norwalk absent).
City Manager Allen stated he did not think realistically we would be able to get all of the information, etc., by the January 31, 2011 deadline, we really need to the end of March; March 31 would be realistic and if it can be done sooner we could have the meeting.  It was pointed out the review would take place in the December to March time frame.   Commission Chair Coble pointed out there is some disagreement between the City and County and we need to find a way to address that.  Mayor Meeker stated as soon as all of the information is available the City Council is ready to meet.
Adjournment.  There being no further business, the meeting adjourned at 9:30 a. m.

Gail G. Smith

City Clerk

jt/SCC-04-14-11

