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SUMMARY RECOMMENDATION
Staff recommends that the City Council:
1) Adopt an ordinance authorizing a budget adjustment of $584,000 from the Strategic
Improvement Fund (Fund 110) to the hotel & conference center project account (100016130/131001-30); and
2) Adopt a resolution approving the 1st Amendment to the Phase One Agreement for Roseville
Hotel and Conference Center Feasibility with P3 International, LLC, and authorizing the City
Manager to execute said agreement.
BACKGROUND
On September 11, 2013, the City Council authorized the City Manager to execute a Phase One
Agreement with P3 International, LLC to perform specific exploratory pre-development studies
concerning the Hotel & Conference Center project. Among other things, the Phase One
Agreement provided for: enhanced schematic design drawings; development of a preliminary
guaranteed maximum price (GMP); conference center market study, including a detailed local
and regional economic impact analysis; an updated hotel market study; brand and 3rd party
operator recruitment; development of an in-depth operating pro forma; and, investigation and
development of specific financing vehicles.
At the September meeting, the Council also authorized execution of a professional services
agreement for preparation of an Environmental Impact Report for the project.
Status
Deliverables required by the Phase One Agreement have been completed or are nearing
completion by the April 11, 2014 due date as follows:
•

The architect is finalizing the enhanced schematic design drawings and consulting with the
selected general contractor for value engineering opportunities;
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•
•
•
•

•
•
•

The general contractor was selected and GMP proposal received, subject to brand
standards and further value engineering;
Data collection results of the conference center market study are currently under review
(with the economic impact analysis expected in early April);
An updated hotel market study was performed by PKF, with rate and occupancy projections
more favorable than the 2011 study;
Brand and 3rd party operator recruitments are currently underway, with Requests for
Proposals released on both. Selection of the brand and operator is expected to occur in
April. The RFP has generated a strong response from the major national full-service hotel
chains;
Discussions are continuing in earnest to determine the most suitable ownership/legal
structure and tax status;
Pro-forma development is underway and will be finalized following validation by the
selected brand and 3rd party operator; and,
The Environmental Impact Report is currently being prepared and is expected to circulate
for public review and comment later this spring. Completion is targeted for late June.

Upon execution of the Phase One Agreement, it was anticipated that the CEQA process could
be completed by late April or early May, allowing the Council to make a “go/no go” decision on
the project. However, various influences beyond the City’s control have impacted the EIR
schedule, with completion now targeted for late June at the earliest.
To make most efficient use of time and minimize potential future delays in the project schedule,
additional pre-development activities are recommended while the CEQA work is completed.
Such work includes further refinement of the design and guaranteed maximum price,
responding to input and changes from the selected hotel brand (and analyzing impact to the
GMP), and responding to design input generated from City staff during the entitlement review
process. Moreover, staff and the developer recommend that efforts continue to finalize the
financing plan and ownership structure and begin drafting the project agreements necessary for
Council consideration, should the decision be made to move forward with the project following
certification of the CEQA document. Accordingly, staff proposes an amendment to the Phase
One Agreement to perform the tasks as generally described above and below.
Task Description

Estimated
1
Expenses
$90,000

Responsible
Party
P3I

$35,000

P3I

3. Legal services. Preparation/negotiation of phase two
agreement, assistance with issues involving bond
underwriter and bond counsel, review/negotiate
necessary leases, subleases, operating agreements,
etc. (Law Offices of Gregory D. Thatch)

$150,000

P3I

4. Project financing analyses, final pro forma, assistance
with brand selection, private equity partner coordination
and communication, coordination of preliminary design
drawings (Jeffries, LLC / Global Capital Advisors, Inc.)

$130,000

P3I

1. Continued
project
management,
consultant
contracting/oversight,
and
evaluation
services
(Roseville Hotel, LLC / P3I)
2. Legal/tax counsel & guidance regarding legal structure
and required documentation (Kutak Rock LLP).

1

Estimated expenses reflect a total not-to-exceed price. Expenses billed on a time and materials basis. Actual cost
may be less.
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Task Description
5. Architectural & design services – design support to
finalize and secure City development entitlements,
review design changes necessary to achieve GMP,
refine design development drawings.
6. Contingency
Total

Estimated
1
Expenses
$129,000

Responsible
Party
P3I

$50,000

P3I

$584,000

The agreement presented as Exhibit A is structured to provide the City with strict control
regarding the timing of tasks.
It is staff’s intent to immediately proceed with the
architectural/GMP refinement and financing/ownership structure discussions upon execution of
the proposed agreement amendment. Staff intends to wait for final pro-forma development and
3rd party validation (expected by late April) prior to authorizing tasks related to legal agreement
preparation.
Sufficient funds are available in the Strategic Improvement Fund. Pursuant to the terms of the
original Phase One Agreement, P3I will continue to manage consultant contracts associated
with the project, and the City will continue to exercise contract and consultant review, approval,
and oversight authority.
BUDGET ADJUSTMENT
The 1st Amendment to the Phase One Agreement requires a budget adjustment of $584,000
from the Strategic Improvement Fund to the Hotel & Conference Center project account.
Sufficient funds are available in the Strategic Improvement Fund.
FISCAL IMPACT
Approval of the 1st Amendment to the Phase One Agreement would result in (up to) an
additional $584,000 fiscal impact to the Strategic Improvement Fund. Including the proposed
adjustment, the authorized expenditure associated with the Phase One Agreement, property
acquisition 2, entitlement processing, and CEQA document is $4,572,715.
Costs associated with continued feasibility and design work for the hotel & conference center
project will be considered a part of the City’s financial contribution toward the project, should the
decision be made to move forward with development. The City will seek reimbursement of its
project-related costs upon capitalization of the project. In the event the City Council elects not
to proceed with the project, the City has the option to recover project-related expenses through
the sale of the City-owned hotel & conference center property. 3
ECONOMIC DEVELOPMENT/JOBS CREATED
As previously reported to the Council, the City’s Construction Project Economic Impact Tool
estimates that construction of a hotel & conference center would result in the following
economic impact 4:

2

Total does not include an estimated $1.3 million reimbursement to the Strategic Improvement Fund from the
NCRSP CFD associated with right-of-way acquisition.
3
$4,552,020, assuming 11 acres at $9.50 / s.f.
4
Assumes estimated hard construction cost of $54.3 million
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•
•
•

619 total jobs associated with construction: 391 direct and 228 through indirect and
induced activities 5
200 permanent jobs associated with hotel & conference center operation
$84,479,722 in total annual economic output 6: $44,406,478 in direct output and another
$24,291,810 through indirect and induced activities.

An analysis demonstrating the anticipated direct, indirect, and induced economic impact of
facility operations is currently underway.
ENVIRONMENTAL REVIEW
The conduct of feasibility or planning studies does not require California Environmental Quality
Act (CEQA) review. Cal. Code Regs., Title 14, Section 15262. Moreover, the activities
contemplated under the 1st Amendment to the Phase One Agreement are limited to predevelopment exploration of financial and project feasibility. These exploratory activities do not
constitute an approval of the Hotel and Conference Center project nor require or commit the
City to subsequently approve the construction of the Hotel and Conference Center project.
Approval of the 1st Amendment to the Phase One Agreement and related actions does not
predispose or impinge upon the City Council’s discretion in any manner with respect to the
review and approval process for the potential hotel & conference center project, nor does this
action preclude meaningful review of project alternatives and mitigation measures for the
potential hotel conference center project. Save Tara v. City of West Hollywood, 45 Cal.4th 116
(2008); Cedar Fair v. City of Santa Clara, 194 CA4th 1150 (2011); and, Neighbors For Fair
Planning v. City and County of San Francisco, 2013 WL 3209381 (2013).
Respectfully submitted,

Mike Isom, AICP
Deputy City Manager

Rob Jensen
Assistant City Manager

APPROVED:

Ray Kerridge
City Manager
EXHIBIT A – Ordinance – Budget Adjustment
st
EXHIBIT B – Resolution – 1 Amendment to Phase One Agreement

5
6

11.4 total jobs per $1 million in construction costs; 7.2 direct, 4.2 indirect and induced.
$1 million in construction cost supports $1,555,796 total annual output ($1 million direct, $555,796 indirect and
induced)

