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CITY COUNCIL MINUTES
The City Council of the City of Raleigh met in special joint session with the Wake County Board of Commissioners at 10:30 a.m. on Thursday, May 31, 2012, in Room 302 of the Raleigh Convention Center, 500 South Salisbury Street in Raleigh with the following present.

City Council




Wake County Board of Commissioners
Mayor Nancy McFarlane


Chairman Paul Coble
Mayor Pro Tem Russ Stephenson

Vice Chairman Phil Matthews
Councilor Mary-Ann Baldwin

Commissioner Joe Bryan

Councilor Thomas G. Crowder

Commissioner Tony Gurley
Councilor Bonner Gaylord


Commissioner Ervin Portman
Councilor John Odom



Commissioner James West
Councilor Randall K. Stagner
Councilor Eugene Weeks


Absent






Commissioner Betty Lou Ward
INTERLOCAL AGREEMENT – UPDATE;  EIGHTEENTH AMENDMENT – ADOPTED
The following summary was contained in the agenda packet:

Update on Review of Convention Center Financing Plan and PNC Arena Capital Plan – David Cooke, Wake County Manager and Russell Allen, Raleigh City Manager

Item Summary:

In 1992, Wake County enacted an occupancy tax on hotel and motel rooms and prepared food and beverages.  Revenues generated by a hotel/motel occupancy tax (6.0%) and the sale of prepared food and beverages (1.0%) are designated for projects that generate tourism and draw visitors to Wake County.  Over the years, there have been seventeen amendments to the Interlocal Agreement which distribute tax revenues to various projects in Wake County.  Significant projects include the PNC Arena, Raleigh Convention Center, Progress Energy Performing Arts Center, Five County Stadium, Cary Sports Facilities, North Carolina Museum of Art, and the North Carolina Museum of Natural Science.

An interlocal review of project funding was conducted in early 2011 and recommendations were presented at a Joint Meeting of the Raleigh City Council and Wake County Board of Commissioners in April 2011.  The review identified additional information and/or actions that were needed and directed a second review in 2012.  After a three-month collaborative process, the City and County Managers will present an overview of the review process and a recommended proposal that resulted from the review and recommended steps for moving forward.

Action Requested:

That the Board of Commissioners and the City Council receive the presentation and consider approval of the Eighteenth Amendment of the Interlocal Agreement.

Attachments:

1.
Presentation

2.
Major Facilities Cash Flow Model:  May 2012

3.
Convention Center Financing Plan:  May 2012

4.
Proposed Eighteenth Amendment

5.
Raleigh Convention Center Capital Expenditure Plan Summary

6.
PNC Arena Capital Expenditure Plan Summary

7.
Raleigh Convention Center Benchmarking and Economic Impact Analysis

8.
Cary Sports Facilities Update

9.
Interlocal Agreement Amendments Summary and Timeline

Mayor McFarlane called the City Council to order, and Chairman Coble called the Board of Commissioners to order, at 10:30 a.m.

City Manager Russell Allen began the presentation by thanking City and County staff, and the stakeholders, for their hard work and collaboration that resulted in the Eighteenth Amendment to the Interlocal Agreement.  He explained he would tag-team with the County Manager David Cooke for the joint recommendation.  Mr. Cooke echoed Mr. Allen's thanks for the help of staff and stakeholders, and said they had received the benefit of everyone's opinions throughout the process.  The following PowerPoint presentation was made:
I.
Purpose and Goals of Review (City Manager Allen)
Interlocal Review Purpose
As identified in Eighth and Thirteenth Amendments:

1.
Review actual amounts that have been generated by 85% of undesignated proceeds of Occupancy Tax and Prepared Food and Beverage Tax.
2.
Review projected revenue amounts generated by 85% of undesignated proceeds of Occupancy Tax and Prepared Food and Beverage Tax.
3.
Examine whether actual amounts in proceeds are sufficient to achieve the following purposes:


●
Provide for debt service;

●
Provide fixed funds to subsidize a portion of operation/maintenance costs of Raleigh Convention Center; and

●
Provide projected fund balance sufficient to reserve one year of maximum annual debt service.

4.
Review and revisit funding for the PNC Arena (formerly RBC Center) Capital Improvement Plan when the City and County review the Convention Center funding model.

Goals of Review

●
Conduct public review with all partners.

●
Review financing model and update if needed.

●
Staff recommendations to the Raleigh City Council and Wake County Board of Commissioners.

II.
Background and Context (County Manager Cooke)

Background
●
Legislation approved in 1991 and amended in 1995.
●
Original Interlocal Agreement in 1991.  Revised Interlocal Agreement in 1995.
●
There have been seventeen amendments to the Revised Interlocal Agreement.

Mr. Cooke referred the Council and Board to the information behind the Cash Flow Model tab so they could see the following information in spreadsheet format.
A Quick Primer on the Agreements

(Obligations Prior to New Raleigh Convention Center)

First dollars out:

●
Cost of Collection Administration

●
City of Raleigh "Holdback"

●
Town of Cary "Hold Harmless"

●
Greater Raleigh Convention and Visitors Bureau

●
Centennial Authority

Projects that have been funded and completed (with no outstanding debt):
●
Exploris/Marbles/IMAX

●
Soccer Center

●
Performing Arts Center

●
Yates Mill Pond Park

●
American Tobacco Trail Park

●
North Carolina Museum of Natural Sciences

Projects completed (with outstanding debt):

●
PNC Arena (through 2020)
●
Five County Stadium (through 2015)
City of Raleigh and Wake County receive $1 million per year for purposes consistent with legislation.
Agreements Since 2004
●
85% of all net revenue dedicated to the Raleigh Convention Center.
●
15% of remaining net revenue has been committed to:



♦
NC Museum of Art ($15 million)



♦
NC Ballet ($250,000)



♦
NC Museum of Natural Sciences Green Square Project ($6 million)



♦
Town of Cary Sports Facilities ($10 million)

♦
St. Augustine's College Track ($1 million)



♦
Whitewater Park ($150,000)



♦
PNC Arena Facility Improvements

Graphic showing total revenue streams of $33,027,708 and how it is distributed (based on FY11 actuals):
Major Facilities Fund
$33,027,708

Committed Funds

$     990,831
Administration and Collection
       724,825
Cary Hold Harmless

       680,000
Raleigh Hold Back

    3,871,375
Greater Raleigh Convention and Visitors Bureau

    1,920,753
Centennial Authority

       991,000
Five County Stadium Debt Service

    5,208,756
PNC Arena Debt Service

    1,000,000
Raleigh $1.0 million

    1,000,000
Wake County $1.0 million

$16,387,541

Uncommitted Funds – $16,640,167 


85% – Convention Center – $14,142,787

15% – Other Projects – $2,497,380



Cary Sports Facilities

PNC Arena Facility Improvements



North Carolina Ballet

St. Augustine's College Track


North Carolina Museum of Art



Whitewater Park



North Carolina Museum of Natural Sciences
III.
2011 Interlocal Review and Agreement on Next Steps (City Manager Allen)
2011 Interlocal Review

What We Agreed On …
●
Updated revenue projections.

●
Need for capital maintenance plan for Convention Center

●
Need for more information about Convention Center subsidy and marketing/sales

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

City Manager Allen referred the Council and Board to the Cash Flow Model tab.
2011 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




♦
PNC Arena (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.
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 Sixteenth Amendment.

●
Execute Interlocal Agreement with Wake County in accordance with Tenth Amendment.

IV.
2012 Interlocal Review Discussion (County Manager Cooke)
2012 Interlocal Review – Topics

●
Updated Financial Projections

●
Capital Expenditure Plan for the Raleigh Convention Center
●
Convention Center Benchmarking Data
●
Capital Expenditure Plan for PNC Center

●
Capital Plans and Interlocal Agreement With the Town of Cary for Sports Facilities

2012 Interlocal Review – Meetings
●
Total of three meetings (February 16, 2012 through March 22, 2012

●
Representation from:



♦
Wake Hospitality Alliance



♦
Greater Raleigh Convention and Visitors Bureau



♦
Centennial Authority


♦
North Carolina State University



♦
Gale Force Holdings



♦
Town of Cary

♦
City of Raleigh



♦
Wake County

Financial Models – Major Facilities Cash Flow Model

Two pages behind Cash Flow Model tab
Revenue projections
Occupancy (Hotel/Motel) Tax
FY11 – actual growth was 15.2%.

FY12


♦
Budgeted 3.0% growth



♦
Year-to-date trend is 9.9%



♦
Revised to 6.0%


Future fiscal years – no other changes

Prepared Food and Beverage Tax

FY11 – actual growth was 5.1%.  Historically is 7.0% growth.

FY12

♦
Budgeted 3.5% growth



♦
Year-to-date trend is 7.9%



♦
Revised to 4.5%


Future fiscal years – no other changes

●
Revenue assumptions improved fund balance projections

●
Expected to go negative in FY16 rather than FY14

Financial Models – Raleigh Convention Center Financing Plan

One page behind Convention Center Model tab

●
So far, has outperformed original financing plan of December 2003

●
Financing Plan covers:


♦
Debt Service



♦
Fixed amount for operating expense

♦
Business Development Fund



♦
Authorization for an additional $1 million

♦
Amount for future "potential" expansion/capital improvements



♦
Fund balance sufficient to exceed one year debt service coverage

Raleigh Convention Center – Convention Center Benchmarking Data (City Manager Allen)
●
Raleigh asked HVS to develop a comparison of operating costs and economic benefits

●
PowerPoint and report is behind Raleigh Convention Center Benchmarking tab
Raleigh Convention Center – Capital Expenditure Plan (City Manager Allen)

●
Prepared by Heery International

●
Identified capital projects through 2036 (25-year horizon)
●
Reviewed by Raleigh and Wake County staff

●
Executive Summary is behind Capital Expenditures Plan tab

PNC Arena (formerly RBC Center) – Capital Expenditure Plan (City Manager Allen)

●
Developed by Populous; update of prior plan
●
Identified capital projects through 2036 (25-year horizon)

●
Summary is behind Capital Expenditure Plans tab
Town of Cary Sports Facilities (County Manager Cooke)
●
WakeMed Soccer Park ($9.2 million)
♦
Phase 1 – Stadium additions/expansion includes new team facilities, multipurpose room, and additional seating (+3,000)

♦
Phase 2 – Stadium video board, concessions and restrooms, artificial turf and lighting, and parking

●
Cary Tennis Park ($4.5 million)

♦
Indoor tennis facility

♦
Clubhouse expansion

♦
Outdoor pavilion

●
USA Baseball National Training Complex ($6.5 million)
♦
Conference/meeting/multipurpose space
♦
Media room
♦
Office space
♦
Locker rooms

♦
Coach/officials area

♦
Athletic training/laundry/first aid

♦
Covered pitching/batting facility

●
Town of Cary is providing the initial costs up front.
●
Projects at WakeMed Soccer Park and the USA Baseball National Training Complex are ongoing; improvements at Cary Tennis Park are expected in FY13

●
Wake County Board of Commissioners and Cary Town Council approved the Interlocal Agreement in October 2011
V.
Recommended Proposal (Eighteenth Amendment to Interlocal Agreement) (City Manager Allen)

Major Facilities Cash Flow Model

●
Occupancy tax revenue projections have been increased from 3% to 6% in FY12.  Revenue projections for FY13 to FY21 remain the same at 3%.

●
Prepared Food and Beverage Tax revenue projections have been increased from 3.5% to 4.5% in FY12.  Revenue projections for FY13 to FY21 remain the same and range from 4% to 5%.

Convention Center Financing Plan remains in place
●
85% of net revenues dedicated to financing plan

●
Sufficient funds to pay for annual debt service (Column G), a fixed annual amount for operating expenses (Column J), and provide a fund balance sufficient to cover one year debt service (Column S) in all years.
●
An additional $1 million for operating expenses to be withdrawn at the discretion of the City of Raleigh (Column P).  Raleigh does not intend to make a discretionary withdrawal in FY12.

●
Fund balance number will be increased by $2,378,000 to reflect actual FY11 year-end results (Column R – True-Up From Debt Service Fund).

Changes to the Convention Center Financing Plan include:  (County Manager Cooke and City Manager Allen)
●
Removal of annual debt service payments beginning FY17 (Column K) to fund a $121 million issue and previously referred to as "the expansion."  The funds are transferred to the fund balance column (Column S) for years FY17 through FY34.

●
Not intended to infer or communicate any intention to protect funding for a future Convention Center expansion.

●
Any funding in excess of one year's debt service beyond FY17 is available for any project in accordance with the enabling legislation and that a future Raleigh City Council and Wake County Board of Commissioners will determine its use.

●
Raleigh Convention Center Capital Maintenance Plan is funded at 95% of the annual amounts illustrated in the "Heery Study" (Column N).
●
The planned amounts for FY12 and FY13 are offset by the available Convention Center construction project close-out amount of $2,602,350 as of June 30, 2012.
●
"Two-for-one" transfers to Wake County – $5,475,000 (Column Q) – will be provided to Wake County as part of the "two-for-one" language in the Eighth Amendment.

●
Based on already existing discretionary withdrawals, the total due Wake County is $6.0 million as of June 30, 2012.  The fund balance total in the Convention Center financing plan will be reduced as a result of the transfer.

●
Wake County Must use the funds in accordance with the enabling legislation.

●
Business Development Fund (Column M):  The Business Development Fund has been extended through FY22 at a funding level of $450,000 per year.

♦
The Business Development Fund is administered by the Greater Raleigh Convention and Visitors Bureau under an agreed-upon allocation process.
Moving Forward (County Manager Cooke)
●
The changes mentioned above will result in year-end fund balance estimates as follows:



FY2012
$32,892,000



FY2013
$33,519,000



FY2014
$34,263,000



FY2015
$28,259,000



FY2016
$25,165,000



FY2017
$21,563,000


such that one-times maximum annual debt service is maintained in all future years.

●
Based on actual and audited year-end results, whenever the actual fund balance total exceeds the amount shown above and one-times maximum annual debt service is maintained, the amount in excess will be available for the following:

♦
To fulfill any remaining (or new) "two-for-one" obligation to Wake County.

♦
To meet any other existing commitment of funds including funding schedules for all committed projects and to provide the additional $500,000 per year to the Centennial Authority.

●
The next review of the Convention Center Financing Plan will occur by January 1, 2015, to be led by the Raleigh City Manager and the Wake County Manager.
VI.
Approval of Eighteenth Amendment to Interlocal Agreement

Denny Edwards, President and Chief Executive Officer, Greater Raleigh Convention and Visitors Bureau – Mr. Edwards made the following remarks:

The three top priorities of the Eighteenth Amendment are:

1.
To ensure that the PNC Arena and the Raleigh Convention Center continue to operate as first-class facilities and that the proper funding is available to conduct the necessary capital improvement projects to remain competitive.

2.
To ensure that the Business Development Fund is increased and extended to allow us to remain competitive in the marketplace and continue to have the success we have had in booking business at the Convention Center.

3.
To ensure that there is a one-year debt service in reserve at the Raleigh Convention center to not impact the bond rating for the City of Raleigh.

The process has allowed all interested parties the opportunity to gain a better understanding and appreciation of the needs and challenges that we all face in order to remain competitive.  Collectively, we have found the best solution to address those needs in this amendment.

By delaying your decision until today, it has allowed the economy a chance to rebound, which has given us the ability to increase and stabilize our tax collections.  The increase of the collections has allowed us to adjust our revenue model, which has also been beneficial in determining how the funds should be disbursed to meet all of our needs.

I want to applaud and compliment Russell, David and their staff for their efforts in coordinating all of the preliminary meetings and for drafting the Eighteenth Amendment.  On behalf of the Greater Raleigh Convention and Visitors Bureau, I want to confirm that we are in complete support and agreement of this amendment.  We appreciate your support in passing this recommendation.  Thank you. 

Tom McCormick, Esq., Chairman, The Centennial Authority – Mr. McCormick thanked The Centennial Authority members, City Manager Allen and County Manager Cooke.  He noted that Executive Director Jeff Merritt and Auditor John House of The Centennial Authority were also present today.  Mr. McCormick stated the educational value of this process has been the most valuable thing for The Centennial Authority.  Everyone now understands the power of the economic engine combination of the Convention Center and PNC Arena.  Mr. McCormick urged approval of the Eighteenth Amendment.

Ken Crockett, Chairman, Wake County Hospitality Alliance – Mr. Crockett remarked that the improved dialogue among the various stakeholder groups is a benefit of the process.  The Hospitality Alliance supports and endorses the Eighteenth Amendment.  With regard to the capital expenditures program, Mr. Crockett stated it is critical to keep all facilities in like-new condition.  If you get behind, you begin to fall into the death spiral.  People do not like to come to worn-out facilities.  The Hospitality Alliance supports the Business Development Fund, which is a necessary marketing tool to attract new outside visitation to Wake County.  It provides a return on investment.  Mr. Crockett feels strongly about bringing in new dollars so the fund can become self-sustaining.  He reiterated that the Hospitality Alliance endorses the Eighteenth Amendment.
City Manager Allen stated the economy has been robust.  He discussed good partnerships, leveraging of the funds with private developers, and recommended approval of the Eighteenth Amendment.  County Manager Cooke said everyone is benefitting from the dialogue over the past year.  The Board of Commissioners also endorses approval of the Eighteenth Amendment.

Mayor McFarlane thanked the City and County Managers for their hard work and the details provided.  She also thanked the stakeholders, and said this is a great plan.

Councilor Crowder moved that the City Council approve the Eighteenth Amendment to the Interlocal Agreement.  His motion was seconded by Councilor Baldwin.
Councilor Odom asked that Column K be explained again.  County Manager Cooke said there was money reserved for expansion.  The County did not agree to do any expansion and suggested moving the money to the Fund Balance column.  The County's position is that the longer that money stayed in Column K, it implied that expansion was part of the deal.

City Manager Allen said he had a difference of opinion with the County Manager regarding Column K.  It was a "plugged" number, not a set number.   The City of Raleigh acquired land to expand the facility, so expansion was expected.  The 85% allocation did not change; it is still there, but in the Fund Balance column.  Both Boards must agree to spend the funds, which is a reasonable way to compromise.

Councilor Odom asked if the extra money goes to the "two-for-one" when the extra 5% is met.  County Manager Cooke explained the Eighteenth Amendment states that $5,475,000 will be taken out, and then the dollar amounts will be fixed for the next five years before the "two-for-one" allocation.

Mayor McFarlane called for the vote on Councilor Crowder's motion.  A roll call vote resulted in all Council members voting in the affirmative.  The Mayor ruled the motion adopted on an 8-0 vote.
Chairman Coble asked if the County Commissioners had any questions.  Commissioner Bryan questioned the Business Development Fund Column and rationale for funding the capital maintenance for the Convention Center at 95% instead of 100%.  City Manager Allen explained the Business Development Fund is a compromise column based on fund availability.  Because there is a three-year review for the Interlocal Agreement, the stakeholders have a chance to look at it again.  The City would like to wean the Greater Raleigh Convention and Visitors Bureau off the $1 million discretionary withdrawal.  He said the "two-for-one" is a good incentive.  Commissioner Bryan stated it creates a more accurate plan if we project long-term.
Commissioner Portman asked about revenue assumptions and whether/why approved projects could not be extended.    County Manager Cooke talked about the intent to be very conservative with projected revenues so that hopefully in the future, the City and County could come back and provide additional revenue.  Commissioner Portman questioned the Fund Balance column and said it appears to be doubly conservative after FY19.  He asked if the thought is to look at that in three years, and both Managers replied affirmatively.
Commissioner Bryan questioned the genesis of the 6.4% average annual percent change in hotel/motel tax revenue shown in the Major Facilities Cash Flow Model, pointing out that the stock market went up 90% in the last 12 years.  Wake County Management Analyst Jason Horton explained the chart shows the average change of all years, each year.  It is not based on averages over a long period of time; it is a year-to-year average change.  The average is a simple 6.4%.
Dr. West commended everyone for a job well done.  He said this is a win-win situation and both Boards should move forward with the Eighteenth Amendment.
Vice Chairman Matthews questioned the possibility of paying down the debt service to limit the amount owed so the City and County can get out of debt more quickly.  City Manager Allen said that is an option, but there is no huge advantage to doing so in these current economic times.  A number of projects have been planned out over multiple years.  Mr. Allen talked about previous amendments to the Interlocal Agreement that provided multi-year financing for various projects.  Chairman Coble and Vice Chairman Matthews asked about the possibility of amending previous agreements in order to see projects completed sooner.  City Manager Allen replied that is a policy question.

Chairman Coble stated the County Commissioners received the meeting packet materials 24 hours ago, and he would have preferred receiving the information more quickly so he could have had more time to review it.  He asked what others columns are included to arrive at Column C, the 85% of uncommitted funds.  City Manager Allen said Column C is the net revenue of the model and everything else is an add/delete until the fund balance is reached.
Chairman Coble asked if the true-ups from the debt service fund are in Column T, and City Manager Allen replied they are in Column R.  The actual amount is transferred from the Debt Service Fund Balance.  Excess funds were built up in this cycle, and there may be more in another three years when the project funding is reviewed again.

Chairman Coble asked if the fund balance is the money available for projects once all deductions come out of Column C, and County Manager Cooke said it is the amount left over after everything else is done.  City Manager Allen pointed out the fund balance is declining, which means expenses are greater than revenues, and the fund balance is used to ensure the City and County do not get behind in the one-time debt service.

Commissioner Bryan moved that the Board of Commissioners approve the Eighteenth Amendment to the Interlocal Agreement.  His motion was seconded by Commissioner Gurley.
Chairman Coble proposed a friendly amendment to set a project completion deadline of 2013 for the Whitewater Park, and Commissioner Bryan said he had no problem with that.  City Manager Allen said City and County staff should have a conversation with Park representatives about the status of the project.  Dr. West noted that approving the Eighteenth Amendment today would mean making the decision without that status update.  Commissioner Bryan suggested the two Boards could meet again if necessary.  The monies were allocated in 2008.

City Manager Allen pointed out that the project deadline does not have to pertain to this amendment; it can be taken as a directive from the Boards to the Managers.  The City is charged with developing the contract for the park.  If Council instructs him to do so, he will bring the information back to Council.  Chairman Coble stated he wants certainty this will be dealt with.

Councilor Odom moved to direct the City Manager to clarify the project status with the Whitewater Park representatives, bring the information back to the two Boards, and another joint meeting can be held if necessary.  His motion was seconded by Councilor Weeks and a roll call vote resulted in all Council members voting in the affirmative.  Mayor McFarlane ruled the motion adopted on a vote of 8-0.
Commissioner Bryan restated his motion to approve the Eighteenth Amendment and have the County Manager clarify the project status of the Whitewater Park and bring the information back to the Board of Commissioners.  His restated motion was seconded by Commissioner Gurley and carried by a vote of 6-0 (Commissioner Ward absent).
ADJOURNMENT
There being no further business before the City Council and the Board of Commissioners, the meeting adjourned at 11:56 a.m.
Leslie H. Eldredge

Deputy City Clerk
