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COUNCIL MINUTES
The City Council of the City of Raleigh met in a work session at 11:30 a.m. on Tuesday, March 15, 2016 in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present:

Mayor Nancy McFarlane

Mayor Pro Tem Kay C. Crowder
Councilor Corey D. Branch
Councilor Mary-Ann Baldwin

Councilor David N. Cox

Councilor Bonner Gaylord

Councilor Russ Stephenson

Councilor Richard A. “Dickie” Thompson

Mayor McFarlane called the meeting to order at 11:34 a.m.  All Council members were present.
City Manager Ruffin Hall briefly introduced the discussion items, mentioning that the second item, the Update on Interlocal Agreement, is very extensive and may take a long amount of time to go over.
RALEIGH BIKESHARE DISCUSSION – INFORMATION RECEIVED; REFERRED TO MARCH 15, 2016 REGULAR CITY COUNCIL MEETING
The following information was contained in the agenda packet:

In 2014 Toole Design completed a feasibility study to assess the potential for a bike sharing system in Raleigh.  A business plan for implementation of a bikeshare system was completed in 2015, which provided funding options for capital and operation.  The City received a Congestion Mitigation & Air Quality (CMAQ) grant for $2.0 million through the Capital Area Metropolitan Planning Organization (CAMPO) to cover the costs of constructing a system; however the required local match of $425,000 was not appropriated.

At the February 16 regular Council meeting, staff reviewed information regarding the feasibility study and business plan for a potential bike sharing system in Raleigh.  Staff will provide a review of responses to questions generated by the City Council during and subsequent to the previous Council discussion.  In addition, staff will provide an update regarding BikeShare program options, and will outline potential scenarios for funding, implementation, and operation of a bikeshare system.

The agenda packet contained a list of questions and staff responses from the February 16, 2016 work session.  Eric Lamb, Transportation Planning Manager (TPM) for the City of Raleigh, answered Council members’ questions.  Councilor Baldwin asked TPM Lamb if Wake County had interest in contributing towards the capital costs, and if so, how much.  TPM Lamb responded that there was no confirmed interest; however, Councilor Gaylord mentioned that per his conversations with the entire Wake County Board of Commissioners, the County does have intent to contribute approximately $200,000 towards the capital costs. 
Councilor Baldwin added that she supports the BikeShare program not only because it complements the existing transit plan, but promotes health and wellness.  She confirmed with Mayor McFarlane that this item could not be voted on during the work session.  Mayor McFarlane suggested bringing this item to the 1 p.m. Council meeting later that afternoon for a vote.
Councilor Crowder asked TPM Lamb to provide an overview of the operating expenses.  TPM Lamb referenced the below table, noting that the new BikeShare stations would be placed near transit stops.
Cost and Business Model
	Raleigh Bike Share
	Total
	% of

	Operating Expenses
	Year 1
	Total

	Personnel Costs
	$418,996
	64%

	Facility Costs
	$21,634
	3%

	Vehicle Costs
	$9,890
	2%

	Supplies & Spares
	$24,724
	4%

	IT & Communications
	$89,780
	14%

	Call Center Operations
	$2,472
	0%

	Office & Administrative costs
	$9,272
	1%

	Professional Fees
	$12,362
	2%

	Marketing (non-Personnel)
	$30,905
	5%

	Insurance
	$32,966
	5%

	
	
	

	TOTAL OPERATING EXPENSES
	$653,000
	100%


Councilor Crowder stated that sidewalks, bus stops, and crosswalks were all important pieces of the transit system.  She asked where BikeShare would fall under these priorities if it were to be added.  TPM Lamb responded that sidewalks would remain the highest priority for access to the transit system, adding that the need for capital improvement of bicycle infrastructure is low in comparison to sidewalks.  Councilor Crowder responded that $653,000, the total operating expenses for BikeShare, could fund construction of a large amount of sidewalks.  TPM Lamb stated that the City is making extremely high investments in sidewalk construction.  For comparison, he informed the Council that the R-Line, a circulatory service using hybrid electric buses, has an annual operating cost of approximately $900,000.
Councilor Crowder referenced the North Carolina bicycle helmet law, which states that all bicycle operators under 16 years of age must wear a bicycle helmet on public roads, public paths and public rights-of-way.  She confirmed with TPM Lamb that there would be no helmet stations included in the current BikeShare plan.  She expressed concern with the ability to regulate under-aged bike riders.  She added that if the City would be paying for this program, it needs to think about the safety of all riders.  She lastly stated her concern regarding the potential financial contributions from the County and the private sector.  Councilor Crowder emphasized that there had not been any specific financial commitments thus far, and she would only be comfortable with the BikeShare plan if it were re-evaluated in three years.
Councilor Gaylord stated that re-examining the program in three years is not unreasonable.  At that point, options could include selling or privatizing.  He added that BikeShare is an important investment for the community and read a list of several companies that have stated willingness to partner with the City.  He then listed several benefits to the community, including public health, transit mobility, and economic development/tourism.
Councilor Branch asked how the universities in the area have been informed of the cost impact to students and others in the community to use the BikeShare program.  He expressed concern of affordability to the student population, noting that some cannot afford bus fares.  TPM Lamb responded that direct dialog has only happened with North Carolina State University, adding that there would not be any impact on students who do not use the system.  TPM Lamb mentioned the possibility of offering semester-based memberships or monthly memberships at a discounted rate.
Councilor Thompson gave an overview of the pros and cons, stating that although the BikeShare program is expensive, he believes the program will perform better than anticipated.  He applauded Councilor Gaylord for his efforts in reaching out to the community for partnership opportunities.  He then asked if underperforming stations would be able to be moved.  TPM Lamb responded that the systems are very modular and could be easily broken down and moved.  Lastly, Councilor Thompson stated that he agreed with Councilor Crowder that the system should be re-evaluated in three years and that children less than 16 years old need to be closely monitored while using the program.

Councilor Baldwin also expressed her appreciation to Councilor Gaylord for his efforts, mentioning that she had spoken with several of the same companies and believes that the City will be able to get many of the costs covered.  She added that the program will boost tourism and health within the City and if the Council moves forward with the program, a priority should be to ask Wake County to participate in the cost.
Councilor Cox thanked TPM Lamb for pulling the data together.  He stated that there are a few cities with the BikeShare program that would be comparable to Raleigh, including Chattanooga, Charlotte, and San Antonio.  He asked TPM Lamb what the impact on traffic would be.  TPM Lamb responded that there would be no major change in traffic patterns and if more bicyclists used the road, visibility and presence of bicyclists would increase.

There being no other comments, Mayor McFarlane stated that this BikeShare item would be discussed and voted on at the 1 p.m. meeting later in the afternoon.

UPDATE ON INTERLOCAL AGREEMENT BETWEEN CITY OF RALEIGH AND WAKE COUNTY – HOTEL/MOTEL OCCUPANCY AND PREPARED FOOD AND BEVERAGE TAXES – INFORMATION RECEIVED 
The following information was contained in the agenda packet:


State Legislation passed in 1991, and later amended in 1995, authorized a countywide, 6% Occupancy Tax and a 1% Prepared Food Tax.  Proceeds from these taxes are required to be utilized for projects supporting arts, cultural, sports or convention related activities.  A 1991 Interlocal Agreement between the City and County established the process for administering the revenue from these funds; the agreement has subsequently been amended 19 times.
The 19th and most recent amendment called for a major review of the Convention Center Financing plan, the Convention Center Capital Facilities plan, and the PNC Arena Capital Facilities plan, and specified that the major review be performed by January, 2017.  As part of this review, introductory educational sessions are being held with the both the Raleigh City Council (March 15), the Wake County Board of Commissioners (March 23), as well as major stakeholder groups (March 30).  During these sessions, Wake County and City of Raleigh representatives will provide background information, review the current status of the County Major Facilities Fund and the Raleigh Convention Center Financing Model, and go over the next steps in the review process.
City Manager Ruffin Hall provided a brief introduction to this item, emphasizing that it is critical to the community and is a result of the relationship between the City of Raleigh and Wake County.  He stated that the purpose of today’s presentation was to educate the Council.  Approximately 25 people in the room, including City staff, County staff, and citizens, introduced themselves.  Two of the meeting attendees included Perry James III, Chief Financial Officer (CFO) for the City of Raleigh, and Johnna Rogers, Deputy County Manager (DCM) for Wake County.
DCM Johnna Rogers used a PowerPoint presentation to provide an update on Occupancy and Prepared Food and Beverage taxes and Interlocal Agreements.  An outline of this presentation can be found below.
Overview of Presentation

· History and Legislation;

· Distribution of Funds;

· Performance and Trends if Revenues;

· Current Status of County Major Facilities and Convention Center Model;

· Stakeholder Review Process; and

· Discussion.

Authorizing State Legislation
· State legislation approved in 1991 and amended in 1995.
· Tax levies 6% on occupancy stays; 1% on prepared food and beverage.
· Revenues must be used for projects supporting arts, cultural, sports or convention.
· Revenues in 1995 = $12.4 million.
· Revenues in 2015 = $47.7 million.
Governed by Interlocal Agreements

· Original Interlocal Agreement between City of Raleigh and Wake County in 1991. Revised Interlocal Agreement in 1995.
· There have been 19 Amendments to the Revised Interlocal Agreement.
· 18th and 19th Amendments called for “a major review of the Convention Center Financing Plan, the Convention Center Capital Facilities Plan and the PNC Arena Capital Improvements Plan…a public process involving all parties.”
County Fiscal Agent of Funds

· Revenue Department collects all revenues.
· Finance Department distributes funds monthly in accordance with terms of the Interlocal agreements.
· Budget Office:

· Maintains the Major Facilities Cash Flow Model;
· Develops the annual budget for appropriation; and
· Provides monthly reporting on actual revenue collections.
Major Facilities Overview
[image: image1.png]FY 2016 ADOPTED MAJOR FACILITIES FUND

Occupancy Tax Revenue Prepared Food & Beverage Tax Revenue

(Dollars are FY 2016 Adopted (1)

Section 1: Administration and Holdbacks
$ 1,403,000 Administration and Collection

S 1,056,000 Cary Hold Harmless

$ 680,000 Raleigh Hold Back

$ 5527,000 Greater Raleigh Convention & Visitors Bureau
S 2,716,000 Centennial Authority

s 79,000 Five County Stadium Debt Service

$  5209,000 PNC Arena Debt Service

$ 1,000,000 Raleigh $1.0 million

$ 1,000,000 Wake County $1.0 million

$ 18,670,000 Administration & Holdbacks

Section 2: Section 3:
85% Projects. ~85%, ~15% 15% Projects
Cary Sports Facilities PNC Arena Facility Improvements

North Carolina Museum of Natural Sciences: St Augustine's College Track
North Carolina Museum of Art’ ‘Whitewater Park

MOTES: 1) Major Facilities Fund total budgeted revenues do not include interest, NSF charges and fees.
2) Includes Contribution to fund balance




Primer on the Agreements

· Section 1:
· First dollars out – per legislation, specific entities get money before any projects are funded:
· Wake County Cost of Collection/Administration 
3% of gross proceeds for administering and collecting the taxes
· City of Raleigh “Holdback” 
$680K for visitor-related activities and programs
· Town of Cary “Hold Harmless” 
5% of occupancy for public relations, and visitor-related programs and activities
· Greater Raleigh Convention & Visitors Bureau 
Approximately 22% of total Occupancy taxes and up to $675,000 Prepared Food and Beverage tax for operational expenses associated with promotion of travel, tourism and conventions
· Centennial Authority
7% for operational expenses for PNC Arena
· PNC Arena Debt Services
Approx. $5.2 million annually; paid off in FY2020 (Total = $60 M)
· Five-County Stadium
Approx. $991K annually; paid off in FY2016 (Total = $10 M)
· Wake County and Raleigh
$1 million per organization per year for discretionary projects.  Wake supports Marbles, Five County Stadium maintenance and improvements and Green Square.  Raleigh supports Duke Energy Center for Performing Arts
· Projects funded prior to 2004:
· Exploris/Marbles/IMAX;
· WRAL Soccer Center;
· Performing Arts Center;
· Yates Mill Pond Park;
· American Tobacco Trail Park; and
· North Carolina Museum of Natural Sciences.
· Section 2: 85% of all net revenue dedicated to the Convention Center.
· Section 3: 15% of remaining net revenue available for other qualifying uses:

· 2005 projects:

· NC Museum of Art ($15 M);
· NC Ballet ($250,000);
· NC Museum of Natural Sciences Green Square Project ($6 M);
· Town of Cary Sports Facilities ($10 M);
· St. Augustine’s College Track ($1 M); and
· Whitewater Park ($150,000).
· 2007 project: PNC Facility Improvements ($26 M).
2-for-1 Provision

· 8th Amendment authorized Raleigh to draw up to $1 million per year for convention center operating expenses, and if utilized, County receives two dollars for every one dollar utilized by the City.
· Raleigh exercised this provision in FY2009, 2010, 2011 and 2013; totaling $4 million
· Wake County received $8 million – source of funding is the Convention Center Financing Model Fund Balance.
· Conducted competitive process.
· Committed $7.65 million to:
· Wake Competition Center (Morrisville) -- $3 million;
· Naismith Legacy Park (Knightdale) -- $3 million;
· Holly Springs Athletic Complex  -- $1 million; and
· NCSU Gregg Museum – $650,000.
Cash Flow Model and Revenue Overview
Council was provided with Attachment #2, Cash Flow Model, for review.  This Cash Flow Model included information on economic growth assumptions, sources of funds, and uses of funds.  Based on the Cash Flow Model, the following assumptions were presented:
Modeling Assumptions

· Revenue projections trend toward conservative.  Find this prudent:
· To mitigate risk of not being able to meet long-term commitments (debt and project funding);
· Due to potential market and economic fluctuations;
· That entities receiving funding can be assured that budgeted obligations can be met; and
· As distributions are based on actual collections not the budget, there is not “loss of funds” if the model over performs.
Convention Center Financing Plan
CFO James thanked DCM Rogers for her overview.  The Council was presented with Attachment #3, a spreadsheet outlining the FY16 Projected Financing Plan.  This handout included dollar amounts for monthly hotel and food tax distribution.  He then began his portion of the PowerPoint presentation on the Convention Center Financing Plan.  The outline of the presentation can be found below.
Background on the Convention Center Financing Model

· Genesis of the Financing Model:  Study by a broad community task force from 2002 to 2003.
· Ultimate joint decision by Raleigh City Council and Wake County Board of Commissioners to approve the 8th Amendment to the Interlocal Agreement to construct a new Raleigh Convention Center and invest in public space in the related headquarters' hotel.
· Amendment 8 dedicated 85% of “all not previously committed undesignated Interlocal Agreement proceeds” for the project.
· Attachment A (the “model”) to the 8th Amendment provided the approved financing model to fund the following components of the project:
1. Land Acquisition;
2. Design and Construction;
3. Expenses of relocating and closing the existing civic center;
4. Upfitting and marketing of the Convention Center;
5. Capital reserves;
6. Debt financing;
7. Future expansion (subject to approval of both the county and city); and
8. Operating support.
Three Core Components of Initial Plan

· The initial version of the Convention Center Model  was designed to ensure that 3 core things could be covered by the 85% flow of tax funds:

· Debt service on bonds issued (bonds represent ~25% of City of Raleigh non-utility debt);
· A moderate amount of operating support similar to what was needed for the prior Civic Center; and
· A retained fund balance amount sufficient to reserve one year of anticipated debt service – for credit ratings.
Convention Center Financing Model Changes Since Inception

· Amendment 13, 18 and 19: 
· Added/adjusted a “Business Development Fund” that provides the GRCVB with annual funds (currently $450,000) to support Convention Center marketing and booking activities.
· Amendment 18:
· Capital Maintenance annual funding was added to fund 95% of the “Heery Facilities Study”.
· A Convention Center expansion estimate was transferred from being a discrete column presentation on the model to the fund balance column.
· Updates and clarifications were made regarding “2 for 1” and other financial obligations between parties to the Agreement.
Current Status of Convention Center Financing Model

· Financing Model is performing as desired and meets financial and credit objectives.
· Operating support amounts have allowed adequate operating budgets for the Center with no “2 for 1” withdrawals since 2013.
· Capital Plan annual funding levels are providing important funding for maintenance of the building as recommended by the Heery Facilities Plan.
· Credit ratings for the Convention Center have been consistent given good performance of model.
· Fund balance is adequate for meeting the one-year debt service reserve policy.
· Per Amendment 18, projected fund balance includes funding for the Center expansion if approved.
Fund Balance Priorities

· The 18th Amendment also set in place certain criteria for use of the Fund Balance on the Convention Center Financing Model:

1. “2 for 1” obligations;
2. To meet any previous commitment of funds that are called for by the Interlocal Agreement; and
3. For general reservation for future Convention and PNC Arena capital improvements.
The 2016 Review Process
City Manager Hall thanked both DCM Rogers and CFO James for all of their hard work.  He then provided the Council with an outline of the 2016 review process.  He stated that the City believes in promoting transparency and will be sharing the results of the review process with everyone in order for the stakeholders to be fully informed.  There will be four stakeholder meetings to discuss the topic beginning at the end of March and Council members are welcome to attend.  He added that Wake County will be giving the same presentation to their Board of Commissioners on March 23, 2016.  
Councilor Branch asked for clarification on the “2 for 1” model and requested for another column to be added to Attachment #3, including a footnote of explanations.  Councilor Thompson acknowledged the amount of good information in the presentation, but stated he was limited to ask questions due to the small amount of time allocated in the Work Session.
City Manager Hall ended the presentation by reminding the Council that there will be stakeholder meetings over the next several months and hopes that the City of Raleigh and Wake County will reach an agreement.  He told the Council that there will be several conversations taking place and this presentation was the first educational step.

ADJOURNMENT
There being no further business before the City Council, Mayor McFarlane announced the meeting adjourned at 12:23 p.m.
Cassidy R. Pritchard
Assistant Deputy Clerk
