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SPECIAL CITY COUNCIL MINUTES

The City Council of the City of Raleigh met in a joint session with the Wake County Board of Commissioners at 8:00 a.m. on Monday, November 22, 2004, in Room A of the Raleigh Convention Center, Raleigh, North Carolina, with the following present.

City Council Members


County Commissioners
Mayor Meeker




Mr. Bryan

Mr. Crowder




Mr. Gardner

Mr. Hunt




Mr. Gurley

Ms. Isley




Mr. Jeffries

Ms. Taliaferro




Ms. Ward

Mr. West


Ms. Cowell (via telephone)
Also Present:

City Manager Allen

County Manager Cooke
City Attorney McCormick

Assistant County Manager Durham

Various Department Heads and Staff

Mayor Meeker called the meeting to order and pointed out the purpose of the meeting today is to discuss the Interlocal Agreement as it relates to the Convention Center.  The group will not be discussing the allocation of remaining interlocal funds even though a press release indicated that would be discussed at the meeting to day.  In response to questions from Mr. Council, Mayor Meeker indicated the City Council has a draft proposal.  He understands the County is discussing the item.  Mayor Meeker stated there has been no proposal by him and Mr. West to the Raleigh City Council.  That work is ongoing.
CONVENTION CENTER – INTERLOCAL AGREEMENT AMENDMENT #9 – APPROVED

Chief Finance Officer James presented an update on the financial model.  He stated in addition the proposed amendment includes expenses of $267,000 as the City/County share of interim marketing budget.  Mr. James presented the following information.

Notes on Updated Convention Center Financing Model 

November, 2004

Updates from October, 2004 version of financing model 

· $267,000 City/County share of interim marketing budget added as an “other expense” for fiscal year 2004/05

· Future revenue from the occupancy tax and prepared food taxes (both the 100% and the 85% allocation) adjusted to reflect Wake County’s new projections based on receipts to-date.  [Note:  3% and 5% growth factors maintained for the occupancy and food taxes, respectively, resulting in approximately $17 million more in anticipated revenues from the 85% allocation over 30 years]

· Accumulated fund balance column reflects new projections

 Notes from previous update

· Total debt issuance in model nets out $210 million in project cash flow ($190 million budgeted for convention center; $20 million budgeted for hotel funding)  
· Model incorporates the $55 million variable rate issue previously done and the economic impact of the $190 million forward starting swap due January 20, 2005.   Actual results from the January financing will not be known until after that transaction is completed
· Actual interlocal tax funds and interest income are updated through 6/30/04
· Accumulated fund balance at 6/30/04 exceeded original projections by $187,897
· Full budget of convention center met by model
· Model’s goal of having the minimum accumulated fund balance exceed the largest annual debt service amount is met.
Continued Objectives of Original Model

· Minimum goal of having accumulated fund balance meet at least one year’s maximum debt service
· “Other expenses” remain the same as originally modeled  
· City retains right to withdraw up to $1 million per year from fund balance accumulation to spend on items approved as “other expenses”.  No withdrawals have been made.
· Future expansion debt service is modeled the same as estimated in original model.
Elements of Conservatism in Model

· Build in debt service reserve—good credit strength plus allows flexibility with cash flow
· Future tax projection estimates, while updated, still are below historical trends 
· Early low variable rates result in lower interest rates than projected
· Other expenses include items that can be reduced or changed if needed (capital reserve, etc.)
· Model incorporates debt projection for expansion facility which could be changed
· Annual $1 million withdrawals (to extent available within model) offer flexibility if needed for early operations

Overall Conclusions As of November, 2004

· Model is right on track with original fiscal objectives
· Items included in proposed amendment 9 are accommodated within model

· Experience to-date and revised county projections of tax revenues indicate continued strength of the model and options for flexibility as needed

In response to questioning from Ms. Taliaferro, Chief Finance Officer James pointed out the debt service is sufficient to cover us under the various scenarios.  He stated the City could decide to terminate the interest swap and there could be a penalty and that is covered.  He stated we know that the swap could go either way.  In response to questioning from Mr. Hunt, Mr. Jones talked about the finance rate of 4.31 fixed and expenses which would equate to approximately 4.76 percent.  He talked about the objectives in the financial model.  He also talked about the experience in Charlotte where they saw rates rise and pointed out when we were able to enter the market it would allow us to save about $27 million or a present value of $10 to $12 million.  Ms. Ward pointed out we were very fortunate to be in the market to achieve that type savings from the get go.  Mayor Meeker commended the County and City Administration for having the foresight to do this and get the savings for us, pointing out not many municipalities would not be able to do that.

Ms. Taliaferro asked about the $267,000 and other expenses relating to marketing pointing out she needed some clarification on that money.  City Manager Allen pointed out we are talking about a joint marketing program by the Convention and Visitors Bureau and the City.  Some of the elements may be taken on by the Convention and Visitors Bureau and some by the City.  The groups have not set down and divided the responsibilities.  If the City and County approves this amendment, the groups will sit down and divvy up the responsibilities and allocation.  Ms. Taliaferro pointed out as long as it is clear that the money will be under the control of the City as she feels very uncomfortable giving these monies to an outside group.  City Manager Allen pointed out he understands that this is just approving the budgeting adjustment.  Mayor Meeker pointed out even though it is three years until the Convention Center will open, now is the time to start the marketing.  Ms. Taliaferro pointed out she understands that but she feels the convention center staff has a vision as to how it should be marketed and she wanted to make sure that the City is in control with City Manager Allen agreeing.  He stated what we are talking about is an interim budget.  We will be sitting down and coming up with a marketing plan and budget and that will come back to the City Council.  It will start in July, 2005.  He stated what we are talking about here is just enough to get us through this budget year.
County Manager David Cooke pointed out the group received in their agenda packet an executed copy of the 8th Amendment to the Revised Interlocal Agreement as well as a copy of the proposed 9th Amendment.  He went through the proposed 9th Amendment explaining what each section means including increasing the building cost from $180 million to $192 million, identified items setting up a restricted reserve account, various contingencies, involving the county staff in the project through completion pointing out previously it was assumed the county staff would be out of the project when schematic design is approved but both parties agree that both should being involved to completion is a positive thing, attaching a financing plan and pointed out everything else in the September 5, 1995 Revised Interlocal Agreement would remain in force.

Mayor Meeker indicated in terms of art work that would be in addition to the $192 million and it could be funded in various ways.  He stated he understands the project scope and budget can be expanded by the City and County for art and other features and pick up private funds.  He stated he feels the 9th amendment should include those words.  City Manager Allen presented the following wording “the project scope and budget can be expanded by the City and/or County with private funding sources for amenities such as water features, public art or other facility enhancements.

Ms. Ward stated once things are underway and we begin to look at the arts project she understands we will be putting a price tag on the various objects so there is opportunity for private funding, naming rights, etc.

Ms. Taliaferro stated as she understands the amendment the project cost shall not exceed $192 million and that includes all fees, attorney fees, project costs, etc., with it being pointed out that is correct.  She stated she just does not want any surprises.  County Manager Cooks pointed out the staff is very comfortable where we are with the project.  He talked about the contingencies and pointed out the project we saw and the Council and County Commissioners approved at the last meeting can be done with that amount of money.

Ms. Taliaferro moved approval of the 9th Amendment.  Her motion was seconded by Mr. West.  Ms. Ward moved approval of the 9th Amendment on the part of the County.  Her motion was seconded by Mr. Council.  Mayor Meeker suggested that the wording passed out by the Manager be changed to read as follows:  “the project scope and budget can be expanded by the City with private funding sources for amenities such as water features, public art, or other facility enhancements if the City and County agree.  The makers of the motions accepted that as a friendly amendment.  The County voted on the motion as amended which passed with all members voting in the affirmative.  Mr. Bryan ruled the motion adopted on behalf of the county.

Ms Taliaferro’s motion as amended was put to a roll call vote which resulted in all members voting in the affirmative (Ms. Cowell voted by telephone) Mr. Regan was absent.  The Mayor ruled the motion adopted.  See Ordinance 742 TF 10.

The meeting adjourned at 8:30 a.m.
Gail G. Smith

City Clerk

jt/SCC11-22-04






PAGE  

