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April 14, 2007 
 
 
Mayor and City Council 
Municipal Center 
2400 Courthouse Drive 
Virginia Beach, VA 23462 
 
Dear Mayor and Council Members: 
 
This is to transmit our written report on the assignment which you gave our firm recently—to 
evaluate three large pieces of City-owned property, and to make recommendations regarding a 
convention headquarters hotel.  This report follows the verbal report which I gave to you in your 
work session on March 20, 2007. 
 
We are making a series of recommendations regarding these properties.  The most urgent, and 
highest priority for action, involves the headquarters hotel.  You did a superb job in causing the new 
convention center to be built—it is a wonderful building with excellent facilities, operated by a very 
capable staff.  The challenge now, as we see it, is to complete the convention package by assisting 
the development of a headquarters hotel of comparable quality. 
 
It is important that action be initiated as soon as possible.  Every day that goes by, with every 
meeting that is lost due to the lack of a headquarters hotel, Virginia Beach runs the risk of getting 
“typed” in the meetings market as being unable to compete effectively for the meetings for which 
your convention center was designed.  The longer a reputation like that exists, the more difficult it is 
to correct when the situation is remedied. 
 
By simply recognizing the need and moving decisively to satisfy it, your CVB can broadcast that a 
solution is underway.  That message alone will have an immediate impact on booking future 
meetings due to the fact that many of the larger meetings book many years in advance.  It will also 
have an immediate positive impact on CVB staff morale. 
 
You really have nothing to lose, and much to potentially gain, by pursuing the two unsolicited 
headquarters hotel proposals that are presently on the table.  This simple action alone can be an 
effective first step forward. 
 
I also urge you all to attend the IEDC “If You Build It…” conference in Kansas City next month.  
You will have a chance to meet and network with City Council members who are in the same 
situation, and others who have dealt with headquarters hotel matters in different ways.  The tour of 
the Overland Park convention center and headquarters hotel is by itself justification for making this 
trip.  I wish you well in this important endeavor, and hope to see you soon in Kansas City. 
 
Sincerely, 
 
 
Donald E. Hunter 
President 
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I.  Background and Introduction 
 
 
Hunter Interests Inc. (HII) was retained by the City of Virginia Beach to analyze 
three parcels of City-owned property, and recommend appropriate action for 
development and/or disposition.  The properties are the 11.8-acre parcel at 
Birdneck Road and 19th Street, City-owned properties at Rudee Loop, and the 
Dome Site on Pacific Avenue between 18th and 20th Streets. 
 
In part, our assignment was to determine the highest and best use for these three 
properties.  The term “highest and best use” is an appraisal term, and it is based in 
part on the density and profit potential of uses that are presently allowed under 
zoning and development controls.  At the outset of our assignment we indicated 
we were interpreting the phrase “highest and best use” to mean the best use from 
the standpoint of City goals and objectives.  This definition might not necessarily 
be the highest and best use that could be achieved in the market place.  In an 
instance where public development goals and objectives have been articulated, in 
master plans or economic development programs, achievement of those goals and 
objectives might be considered superior to achieving the highest and best use 
according to the appraisal definition. 
 
In accepting this assignment we indicated we did not view it as a technical 
analysis assignment.  Rather, our evaluation of the properties would be based 
largely on available information and confidential interviews.  We also indicated 
the work would be managed by our firm’s most experienced real estate analyst, 
Mr. Donald E. Hunter, the firm’s founder and president.  Mr. Hunter has been 
conducting this type of real estate evaluation for 38 years, and has had a parallel 
career as a real estate investor and developer of large scale commercial, 
residential and mixed use developments for over 30 years.  The conclusions and 
recommendations in this report are largely those of Mr. Hunter. 
 
While this work was underway our firm was asked to undertake an additional 
assignment—to analyze four unsolicited development proposals for a convention 
headquarters hotel, and make recommendations to the City on how to proceed.  
We were comfortable in undertaking this additional assignment since our firm has 
conducted detailed feasibility studies for a large number of headquarters hotels 
and meeting facilities during our 21-year history. 
 
Due to the City’s urgency in this matter, particularly related to the headquarters 
hotel, we prepared a verbal report for City Council prior to the preparation of this 
written report.  Mr. Hunter met for over two hours on March 20, 2007, with the 
Virginia Beach Mayor, City Council, City and CVB staff, and others for a 
briefing on our findings, conclusions and recommendations. 



   

2 

 
 
This written report follows the content and sequence of Mr. Hunter’s verbal 
report.  It begins with the property that is the lowest priority for action, and ends 
with the highest priority.  Following this introductory section is a section 
describing our recommendations for the Birdneck Road property.  Section III 
contains recommendations for City-owned properties at Rudee Loop, and our 
recommendations for the Dome Site are included in Section IV.  A discussion of 
the headquarters hotel issue and our recommendations on how to proceed are in 
Section V.  Finally, Section VI contains recommendations for immediate next 
steps. 
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II.  Birdneck Road Property 
 
 
This section describes our findings and recommendations for the City’s property 
on Birdneck Road at 19th Street.  The narrative is presented in the same order as 
Mr. Hunter’s previous verbal report. 
 
 
A. Property Description 
 
The City recently acquired an 11.8-acree parcel in the southeast quadrant of 
Birdneck Road and 19th Street.  The property includes the southeast corner of this 
intersection, and substantial frontage on 19th Street, 18th Street and Birdneck 
Road. 
 
 

 
 
 
The vast majority of the property is vacant and heavily wooded.  Less than 20% 
of the property is developed and in use, for surface storage and temporary 
buildings at the far southeastern portion along 18th Street. 
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A recently constructed and relatively high quality apartment complex exists on a 
similarly sized parcel immediately north of the site, across 19th Street.  A fairly 
stable single family home residential community of mid quality exists to the west 
across Birdneck Road.  Older retail uses with some softness in quality and 
occupancy exist south of the property, across 18th Street.  Immediately east of the 
property on the same block are a high quality office building, a few temporary 
uses, followed by the land assemblage for parking for the City’s new convention 
center. 
 
While the area around the site is not a dynamic growth area now or in the 
immediate future, this portion of the City is growing steadily, particularly farther 
south along Birdneck Road.  Furthermore, the City has programmed substantial 
infrastructure improvements for this area of Birdneck Road, extending further 
south to the commercial district approximately 1.4 miles away.   
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B. Use Potentials 
 
Under normal circumstances, a highest and best use analysis for this property 
would recommend a multi-family residential complex similar to the development 
immediately adjacent to the north.  Development of this type and density, perhaps 
including a convenience goods retail complex on the Birdneck Road frontage, 
would begin to justify the property’s value as influenced by the recent purchase 
price. 
 
Another possible use, perhaps further into the future, is development of the site as 
a mixed use office park.  The predominant office uses could build on the quality 
of the office building immediately east and adjacent to the property along 19th 
Street.  A small retail component could be included, again along the Birdneck 
Road frontage. 
 
Looking further into the future, another possible use of this relatively large and 
high natural amenity property could be some type of destination tourist attraction.  
The strong desire of existing hoteliers near the beach for additional family 
attractions could be satisfied, in part, on this site.  Several hoteliers who were 
interviewed during the course of this study indicated the desire for a waterpark or 
other family-oriented tourist amenity to supplement existing beach area 
attractions.  Recently developed tourist attractions a mile or so south of this site 
indicate development interest along these lines. 
 
 
C. Overriding Issue 
 
Use potentials aside, this property is impacted by another issue that significantly 
limits use potentials over the short run, and perhaps medium to long term.  That 
issue is the future of Oceana Naval Air Station. 
 
Since the announcement of the recent round of Base Realignment and Closures 
(BRAC) intensive discussions and negotiations have been occurring between the 
US Navy and the City of Virginia Beach.  At issue is the future of NAS Oceana.  
The City has agreed to a number of actions to mitigate safety and noise concerns 
related to aircraft operations at Oceana.  On December 20, 2005, the City Council 
passed an ordinance describing a number of these actions. 
 
The single most significant situation which affects the Birdneck Road property is 
that it lies within the “greater than 75 db” curve, meaning that aircraft noise at the 
property will likely be louder than 75 db.  In addition, the Navy has prepared two 
“accident prevention zones” which carry higher than normal risk for possible 
aircraft accidents.  The Birdneck Road property is adjacent to the APZ–2 zone for 
takeoffs and landings from runways 5L and 5R at Oceana, and is only one-eight 
mile from the highest risk accident prevention zone, APZ–1. 



   

6 

 
 
This situation, plus the overall City–Navy discussions and negotiations regarding 
Oceana is considered to be an overriding issue affecting the future development 
of the Birdneck Road site. 
 
In addition, there are deed restrictions in the recorded deeds for this property 
which limit residential development.  It was unclear in our research whether these 
restrictions were placed on the property at the time of City acquisition, or before.  
Nevertheless, they exist and must be examined closely, and perhaps removed if 
the site were eventually to be developed for a medium-density residential use. 
 
 
D. Recommendations 
 
In light of the Oceana situation and its extreme importance for Virginia Beach, we 
recommend taking no action now on development or disposition of the 
Birdneck Road property.  By taking no action, the City can demonstrate to the 
Navy that it is, in good faith, following the 12/20/05 ordinance and using its good 
offices to limit development around NAS Oceana. 
 
It has been suggested that the City sell this property to recover part of its 
investment.  We do not recommend that action at the present time since the 
motivation of a purchaser will likely be development of some type, and the higher 
the price, the stronger that purchaser will probably push the City for development 
approvals.  The City would find itself back in the same situation prior to purchase 
with pressure to develop. 
 
Sale at this time is also not a good idea from the standpoint of the property’s 
present value.  Independent appraisers may value the property higher than the 
value which the City might receive due to development limitations associated 
with NAS Oceana.  The Oceana situation has clearly impacted property 
development potentials, and would very likely impact property values in a similar 
manner.  
 
We recommend the City hold this property until such time as impacts associated 
with the future of NAS Oceana are satisfactorily resolved.  While that could be 
some time into the future, those matters are much more important to the City than 
recouping a portion of its investment or achieving tax flows from this property. 
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III.  Rudee Loop Property 
 
 
 This section describes publicly-owned properties in the Rudee Loop area, at the 
southern end of Atlantic Avenue and the boardwalk.  It also includes significant 
aspects of our research, along with our recommendations for action. 
 
 
A. Property Description 
 
The City has owned property at the southern end of Atlantic Avenue for some 
time.  This property has generally been used for parking associated with visitor 
viewing and fishing along Rudee Inlet, and for people using the beach or 
boardwalk. 
 
During the last decade the City has acquired additional privately owned property 
on the west side of Atlantic Avenue, up to and abutting the bridge.  Major parcels 
acquired are shown here.  When combined with other publicly owned property, 
the City now controls approximately 9.6 acres at this prime location. 
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From a development standpoint, this land assemblage is the highest quality 
development site that exists in the Virginia Beach tourism district.  In our 
opinion, it is one of the top development opportunities on the east coast of the 
United States.  The property anchors the southern end of the tourism district; it 
has adequate access and utility service; buildings on the site could be seen down 
the length of Atlantic Avenue; it is adjacent to Rudee Inlet and the beach at the 
southern end of the boardwalk; it has water views in all directions; the 
configuration of the property is excellent from a development standpoint; and 
adjacent uses are compatible for development of the highest quality. 
 
Simply stated, this property has the potential to be the highest quality 
development that will ever exist along the active Virginia Beach waterfront.  The 
City was wise to acquire this land assemblage.  It is a superb piece of real estate, 
which deserves the best possible use.  Development on this site can positively 
impact the upgrading of tourist district quality by a significant measure. 
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B. Beachfront Market Trends 
 
In order to properly analyze development potentials for the Rudee Loop property, 
it is first necessary to understand development trends along the beach.  Of 
particular importance is the transition in quality that is occurring in beachfront 
hotels. 
 
Hotels along the beach are now entering their fourth generation of recent 
evolution.  The first high-rise hotels along the beach were six to eight stories in 
height, with single loaded corridors, offering rooms with water views only on the 
beach side of their north–south corridors.  They included little additional amenity; 
most were simple hotel rooms with some kitchenette units but few suites; parking 
was typically surface parking on the hotel site, all on the east side of Atlantic 
Avenue. 
 
The availability of sites, market forces and value increases have combined to 
force an escalation of quality and size in beachfront hotels.  The second 
generation has been larger and taller hotels, still with single loaded beach-side 
rooms, adding restaurants at grade, occasionally adding a small retail component 
and one or two meeting rooms, with parking now structured in the front of the 
hotel on Atlantic Avenue.  These products have been criticized as being 
somewhat ugly with cave-like entrances under the parking structure.  The parking 
structures themselves are not particularly pleasant and pedestrian friendly along 
Atlantic Avenue. 
 
The third generation of beachfront hotels is now being established on a few 
selected sites.  Square floor plans are yielding water view rooms on three sides 
instead of just one; north and south frontage rooms on higher floors can command 
rates equal to or higher than beach frontage rooms as many consider the view 
superior; developers are adding more food service and restaurants, along with 
retail and more meeting rooms on lower floors; when possible parking is moved 
across Atlantic Avenue to the west side and it is structured there with retail at 
grade and upper level sky walks connecting the parking directly into the hotel 
across the street.  This product results in a number of different profit centers 
rather than just room sales.  It also allows elevation in the quality of the entire 
offering, which is an important and noticeable market trend. 
 
The fourth generation, which is just now beginning to happen, includes 
condominium apartments on upper floors on the beach side, and on top of the 
parking structure on the west side.  This trend follows an important recent 
national trend in hotel development and finance.  Premium quality condominium 
units on top of luxury hotels are a new product that sells well in the affluent 
tourist and retiree market.  The condominium units can benefit from hotel services 
such as 24-hour room service, daily or weekly maid service, concierge and valet 
parking services. 



   

10 

 
 
From a development standpoint, presales of condominium units can be an 
important element in financing the entire development.  Initial cash flow from 
condominium presales, before or during construction, can improve equity/debt 
ratios and significantly reduce development risk.  Fourth generation hotel 
products are expected to be planned for several different sites along the Virginia 
Beach waterfront in the immediate future. 
 
These market trends are important for Rudee Loop development from many 
standpoints.  First, the obvious development type for the Rudee Loop property is 
some combination of hotel and condominium development, including appropriate 
retail, restaurant and support services.  Secondly, the Rudee Loop property is 
large enough to accommodate considerable volumes of hotel and condominium 
uses in a mixed use format, including ample parking.  Thirdly, the site offers 
views in all directions which many waterfront sites do not have—this 
characteristic fits high quality hotel and condominium design trends.  Finally, the 
market is consistently trying to escalate and elevate the quality of new 
development products, and Rudee Loop offers the highest quality development 
potential along the beach. 
 
 
C. Beach and Boardwalk Value 
 
Another important aspect to be considered when assessing development potentials 
at Rudee Loop is the high quality of the beach itself, and the beachfront 
boardwalk.  The City has done an excellent job of maintaining one of America’s 
top public beaches.  Consistent with the high quality of the beach itself is the 
design, construction and maintenance of the boardwalk.  Simply stated, Virginia 
Beach’s boardwalk is one of the best in the nation, and indeed, one of the best in 
the world.  Quality characteristics include bulkhead stabilization and the elevation 
of the boardwalk itself; boardwalk width and surface treatment; the quality of the 
railings and beach access points; the number and quality of street-end access 
points from Atlantic Avenue; the separation and design quality of the bicycle 
lanes; landscaping and lighting; all are of the highest quality. 
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In addition, the City and beach entities do an excellent job of programming events 
and attractions along the beachfront and boardwalk.  This top quality amenity 
begins or ends at the Rudee Loop site, adding a significant element of value 
creation and elevating the quality of use potentials on the Rudee Loop property. 
 
 
 
D. Recommendations 
 
It is important to first understand that the market will continue to try to elevate the 
quality of beachfront development.  A traditional view of Virginia Beach tourism 
has been that Virginia Beach is a good middle level family oriented summer 
vacation opportunity.  It has been difficult to achieve desired levels of tourism 
activity in the shoulder and winter seasons.  In fact, prime summer season tourism 
has plateaued and may be slipping slightly.  And for a number of reasons, the 
tourism district has largely been unsuccessful in attracting patronage from the 1.6 
million people who live nearby in Hampton Roads communities. 
 
Consequently, until recently the conventional wisdom in the development 
community was to carefully manage costs on middle level properties to survive 
the down times.  Hotel operators have consistently sought new amenities and 
additional attractions to help increase shoulder season tourism. 
 
Recent higher quality hotels are changing this conventional wisdom.  Third 
generation hotels constructed during the last few years with meeting rooms, more 
than one restaurant offering, and higher amenity have achieved significant 
success during the spring, fall and winter months in taping the Hampton Roads 
market, bringing residents to the beach for meetings, food, beverage and 
entertainment.  These full service hotels with higher quality rooms are also 
successfully taping commercial and group business markets, not having to rely 
almost exclusively on the tourist market.  As a result, people in the industry are 
coming to understand that quality sells better than main stream. 
 
As these trends are expected to continue, it is important that recommendations for 
the high quality Rudee Loop site look forward, toward future markets and future 
market trends, rather than looking backward toward the traditional market. 
 
We also considered a development plan for the Rudee Loop property which the 
City prepared approximately five years ago.  This plan was prepared by a 
reputable planning firm, showing hotel and condominium uses in high rise 
buildings as the predominant development elements.  The plan also reserved all 
publicly owned property on the east side of Atlantic Avenue for public uses, 
showing several possible recreational and performance amenities.  Considering 
the quality site and market trends, we felt various aspects of this previously 
prepared plan were reasonable and appropriate.   
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Perhaps the biggest mistake which the City could make in determining the future 
of the Rudee Loop property is to allow it to be under built.  In our experience, 
particularly in markets where development quality is increasing and change is 
rapid, quality properties are often developed for uses that seemed reasonable at 
the time, but in the very near future are determined to be much less than the 
“highest and best use” of the property.  Sometimes long-term vision is 
particularly difficult in publicly owned properties where pressures are strong to 
sell for development and get the properties back on the tax rolls. 
 
In his verbal presentation to City Council, Mr. Hunter encouraged the Council to 
not view its Rudee Loop properties as a cash commodity.  That is, assessing the 
present value and determining that significant revenues can be achieved 
immediately by selling for development may be selling the valuable Rudee Loop 
properties short.  His point was that this property, and perhaps only this property, 
could accommodate the highest quality development that will be seen in the 
tourist district in the long term future.  With change occurring rapidly in the 
market place, and development desires trending in the direction of higher quality 
development of all types, it could be short sighted to sell this property at the 
present time.  If trends continue, and they are expected to continue, development 
of four and five star hotels may be possible, along with luxury condominiums that 
may be three to five times more valuable than the market can support at present. 
 
Consequently, our primary recommendation is to recognize the quality and 
development potential of the property, be patient, and eventually leverage 
the publicly owned property to achieve the absolutely top quality 
development that can be accommodated along the Virginia Beach waterfront 
for the long-term future.   
 
That said, we do not recommend that the City do nothing.  Our recommendations 
for action are as follows: 
 
• Recognize that the Rudee Loop property is not an appropriate site for a 

convention headquarters hotel.  Our recommendations later in this report 
will reinforce that recommendation. 

 
• Do not do a standard City RFP or RFQ to market the property for 

development.  For a number of different reasons, standard City RFQ/RFP 
solicitations often attract the types of developer that the City does not want, 
and scare away the type of developer that the City should want. 

 
• The City should conduct a “soft solicitation” to top quality developers.  

This solicitation would make the national development community aware of 
the existence of this publicly owned property, aware of its quality and 
features, and it would be communicating that City government is also aware 
of the site’s development potential and that the City does not intend to see it 
underdeveloped.  
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• For its soft solicitation the City should prepare an elegant site description 

and specification that is dissimilar in many respects from a standard City 
RFP.  The document would not have to be “use specific”; it would not have 
submission requirements or a time table; there would be no mandated 
selection process and selection criteria that would bind the City’s future 
decisions; but it would invite visitation and on-site inspection from top quality 
developers who acquire and undertake development on the best development 
properties in several national markets. 

 
• The purpose of this solicitation is to “get the word out” to the right people 

that a truly unique piece of development grade real estate is available for a 
“one-of-a-kind” top quality development in this market.  Through visitation 
and on-site inspections the City would establish relationships with top 
developers and cultivate those relationships toward development proposals. 

 
• Finally, the City should be patient in this endeavor.  There is no need to set 

arbitrary timetables or development objectives.  Rather, the approach is to 
make sure that when the Rudee Loop property is developed, it is for the 
highest quality of development that will be achieved along the beach for the 
long term future. 
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IV.  The Dome Site 
 
 
This section describes our analysis of, and recommendations for, the City-owned 
property on the west side of Pacific Avenue, generally between 18th and 20th 
Streets, which is the former site of the geodesic dome that was the Virginia Beach 
Civic Center. 
 

 
 
 
A. Property Description 
 
The Dome Site is comprised primarily of two city blocks between 18th and 20th 
Streets and between Pacific and Arctic Avenues.  These two blocks are 
approximately 3.2 acres each (sites B and C on map on page 15).   In addition, the 
City owns adjacent land on the west side of Arctic, between 19th and 20th, of 
approximately 1.5 acres (site A).  It also owns approximately .7 acres south of 
18th Street (site D).  In total, this expanded site is approximately 8.6 acres plus 
portions of the right-of-way of 18th and 19th Street and Arctic Avenue which 
divide the properties. 
 
The City ownership of the majority of this property has been long term, going 
back to the old Virginia Beach Civic Center.  That dome-shaped building was 
used for many purposes including traveling shows and entertainment.  It was also 
the location for trade and consumer shows which attracted Virginia Beach 
residents, and residents from other Hampton Roads communities. 
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The Dome Site has long been considered an appropriate site for some type of 
destination entertainment attraction which provides an additional reason for 
tourists to come to Virginia Beach.  Various proposals include cinema, theaters 
and live entertainment venues, a water park, a “mini theme park,” several 
different types of amusement park, and other typical and atypical tourist 
attractions. 
 
Hotel owners and real estate developers have also conducted “brainstorming 
charrettes” and preliminary feasibility studies for different types of development 
over the years; however, none of these has led to a development commitment 
acceptable to the City.   
 
Recently Armada Hoffler, the highly respected developer of the City Center 
project, proposed a mixed use development for the Dome Site that included a 
headquarters hotel for the new convention center.  This development proposal 
also included live theater, retail and condominium elements.  To make the 
headquarters hotel work with the convention center more than one-half mile 
away, Armada Hoffler proposed a people mover to connect the convention center 
with the Dome Site and the beach.  A second phase of that people mover could be 
a north–south line that parallels the beach for its entire length and terminates at 
the Aquarium and Marine Science Center. 
 
During the course of our work Armada Hoffler withdrew their proposal, 
indicating that the theater operator on their team was withdrawing due to their 
inability to wait for City decisions.  Discussions with Armada Hoffler following 
that withdrawal indicated a continuing interest in the Dome Site and a willingness 
to entertain participation in future developments that may be put forward by 
others. 
 
This site has excellent development potential from the standpoint of its midpoint 
location along the beach, its size and configuration, its access and utility service, 
and the ability to buffer and be made compatible with surrounding uses, particular 
those residential uses north and west of the site.  The site previously had an 
excellent “window to the beach” at the foot of 19th Street.  However, a new hotel 
was recently constructed on that site.  Nevertheless, an adequate window to the 
beach could be developed in the vicinity of 20th Street with relatively minor 
additional property acquisition of a few properties between Atlantic and Pacific 
Avenues. 
 
 
B. Highest Impact Use 
 
The best use of this high quality property, with the greatest positive impact on the 
Virginia Beach tourist district, is for development of a mixed use destination 
entertainment complex of the highest quality.  A development similar to the 
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leading edge urban entertainment complexes now being developed in a number of 
American cities would hold promise for attracting additional tourism during the 
shoulder and winter seasons, and perhaps more importantly, penetrating the 
“captive market” of Hampton Roads communities by being a “one-of-a-kind” 
exciting entertainment offering.   
 
The new breed of high energy destination entertainment developments that are 
being constructed and recently began operating in several American cities are 
being undertaken successfully by only a few sophisticated and large development 
companies.  The reason is primarily because of the complexity of these 
developments, difficulties in financing them and making them feasible, and the 
risk associated with them.  Several large and experienced entertainment 
companies like Six Flags and other theme park operators have failed in 
undertaking urban entertainment projects.  Positive and negative lessons learned 
from other commercial entertainment/retail developments, such as the festival 
marketplaces, have taught many lessons including those related to risk and failure 
potential. 
 
When they are properly developed and successful, the new breed of multiple 
venue urban entertainment projects are exciting to behold, and fun to visit.  Most 
contain a variety of food, beverage, entertainment and retail alternatives, with 
regular booking of live music and events, in a format that encourages customers 
to come for a variety of different reasons, for a full day’s fun or a full evening’s 
dining and entertainment.  
 
There is no set formula, or “cookie cutter” solution to the size, quality and mix of 
facilities in these new developments.  The successful developers analyze the 
competition carefully, analyze local markets and demographics, find niches in 
existing dining and entertainment offerings, test concepts with careful market 
research and focus groups, and rely on their experience with leading edge dining 
and entertainment concepts to package destination attractions that pull customers 
from many miles and sometimes several hours away. 
 
In his presentation to City Council, Mr. Hunter listed a number of different 
elements that could be considered for a destination entertainment development on 
the Dome Site.  He also showed illustrations of several successful projects to 
capture the quality, market orientation and excitement of these developments.  
Some possible elements that could be included on the Dome Site are as follows: 
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• Live Theater — Projects like 

Bayou Place in downtown Houston 
have several different theater 
offerings, even though a number of 
other entertainment venues for 
concerts and theater are nearby.  
The Dome Site could include a 
blues club, cabaret, fixed seat and 
experimental theaters, offering a 
variety of different live shows. 

 
 
 
 

 
 
 
 

 
• Cinema — We have survived the megaplex or multiplex period of the 1990s, 

and smaller cinema offerings with fewer screens do not necessarily have to be 
in an art house format.  In a mixed use entertainment environment a six to ten 
screen first run cinema complex can be accommodated.  On high value urban 
sites multi-screen cinemas have been successfully and economically 
developed in a vertical configuration, with a relatively small footprint. 

 
• Mid to Upscale Restaurants/Bars/ 

Clubs — A large number of dining and 
drinking options should be included, from 
fine dining to “fern bars and funky food.”  
The trend in reprogramming existing 
spaces in semi-successful festival market 
places and impulse buy retail projects is 
toward more and more food and beverage.  
Restaurant rows and a collection of ethnic 
restaurants can easily cross critical mass 
thresholds and synergistically generate 
customer traffic. 
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• Family Fun and Food (Daytime) — Several successful entertainment 

projects change in looks, sounds and smells from daytime to evening.  During 
the day the food and fun offering is for families, particularly in a beachfront 
environment.  In the evening the restaurants change staff, music, lighting and 
products, and usage is more toward the young professionals and a “clubby” 
environment. 
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Fourth Street Live!, Louisville, KY 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
Dave &  
 
 
 
 
 
 
 
Dave & Busters, Many Cities 



   

21 

 
 
• Music in the Plaza — Many successful developments are organized around 

an open air or partially enclosed plaza that continuously books local music 
groups during daytime and evening hours.  These groups in themselves draw 
potential customers to the development, and others who walk by easily 
become part of the festive environment.   
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• Retail — Not all tourist area retail needs to be taffy and t-shirts, or beach 

paraphernalia and apparel.  A mix of other impulse buy products with art 
galleries and some quality retailing has proven successful in several 
developments of this type. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
• Eclectic Marketplace — The addition of a produce or farmers’ market during 

summer and fall can also work on a limited scale during shoulder and off 
seasons.  Niche offerings like an Amish Market, health food emporium or 
periodic off price/liquidator sales have proven successful for value oriented 
customers up to affluent households. 

 
• Day Spa — A day spa can add positive imagery and an appropriate upscale 

element, and help solidify a brand.   
 
• Condos and Rental Apartments — This use is particular appropriate for the 

Dome Site in a vertical configuration, considering beachfront market trends 
and the environment created by a destination entertainment development.  
One or more towers with high-end condos and/or luxury rental apartments 
with water views, with a market orientation towards young professionals and 
active affluent seniors, second home purchasers could significantly help 
project financial feasibility. 

 
• Parking — Simply stated, the parking solution must work.  This site and its 

adjacent properties are large enough to allow dedicated and shared use 
parking solutions to accommodate a dense, mixed use development. 
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• Vertical Symbol or Icon — Given the flat topography, it is highly desirable 

to be able to see and identify this development from virtually any location up 
or down the beach.  Mr. Hunter showed a large Ferris wheel with weather 
enclosed gondolas—“The Wheel” in London—which now rivals Big Ben as 
the most prominent and visible icon on the Thames River in the heart of 
London.  This type of development, or similar vertical feature, should say 
“family fun” during the daytime, while providing unparalleled views up and 
down the beach, and of landing aircraft, at night. 

 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
The Dome Site is large enough to accommodate all such uses, and/or others, in a 
carefully designed mix of facilities that attempts to draw substantial visitation 
from Hampton Roads residents during the spring, fall and winter.  The summer 
tourism market will take care of itself. 
 
Developments of this type can be phased to a certain extent, but it is essential that 
the first phase passes important critical mass thresholds in order to properly 
establish the tone, quality and mix of uses in the metropolitan market.  If properly 
done, this development would be one of those “ya’ gotta see it” developments that 
would generate repeat business due to enjoyable visits and positive word-of-
mouth recommendations. 
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C. Recommendations 
 
The City is fortunate in that significant interest in developing the Dome Site along 
these lines has recently been expressed by qualified and capable developers.  In 
addition to the Armada Hoffler proposal, principals of the Cordish Company have 
visited the Dome Site on more than one occasion and held discussions with City 
staff.  City officials have traveled to Baltimore to the Cordish Company offices, 
and inspected their Power Plant and Power Plant Live! entertainment 
developments.  A group also traveled to Louisville to look at the Cordish 
Company’s successful Fourth Street Live! destination entertainment development.   
 
We recommend an invitation be extended to both the Cordish Company and 
Armada Hoffler for a six-month feasibility period similar to the process which 
Armada Hoffler recommended with their previous development proposal for the 
Dome Site.  This would be for a non-exclusive arrangement for these companies 
to explore, separately or together, the feasibility of a destination entertainment 
complex of the type recommended herein.  Initial discussions with both 
companies indicated they would be receptive to this type of invitation from the 
City. 
 
Again, we recommend that the City not prepare a formal RFP process.  The City 
could “put the word out” that it is willing to entertain developer proposals for the 
Dome Site through local and perhaps one national advertisement, if such action is 
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necessary to satisfy City procurement requirements.  If other companies wanted to 
conduct their own feasibility assessments of the Dome Site during this six-month 
period, they would be welcome to do so.  However, it would be clear that the 
City’s primary interest is in Cordish and Armada Hoffler since both companies 
have previously expressed an interest in the site on their own. 
 
During the six-month feasibility period City staff would work closely with the 
developers, and assist them in every way possible.  We also recommend that the 
City conduct its own financial feasibility analysis, in parallel with that conducted 
by the developers, so that the City can reach its own conclusions independently 
about the financial feasibility of a proposed development, and the need for any 
proposed public investment component. 
 
It is important during this process that the City set its sights high.  The orientation 
should be toward the beachfront markets of the future, not the past.  During the 
process the City may wish to visit other Cordish developments elsewhere in the 
nation, since the company has clearly been the most successful developer of 
projects of this type throughout the nation. 
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V.  Convention Headquarters Hotel 

 
 
This section contains our analysis of the headquarters hotel issue in Virginia 
Beach, and recommendations for headquarters hotel development.  This portion of 
our assignment was in addition to the original assignment, which was to analyze 
the first three properties previously described. 
 
 
A. Convention Center Investment 
 
In his verbal report on 3/20/07 Mr. Hunter emphasized that there are certain 
truths, principles and certainties in the convention center business regarding 
headquarters hotels.  The industry has learned much in recent years from many 
cities, large and small, that developed headquarters hotels.  Perhaps more has 
been learned from those cities that built or expanded convention centers, and 
failed to achieve an adequate headquarters hotel as part of their offering. 
 
Hunter Interests has conducted more than 50 feasibility studies for convention 
centers, conference centers and lodging facilities throughout the nation in recent 
years.  We have kept abreast of trends in other cities where we have not worked 
through numerous media and information sources.  The convention business is 
extremely competitive and closely watched from many quarters, by many people, 
with many different agendas.  A huge volume of information exists upon which 
conclusions and recommendations like those contained herein can be based.   
 
First, it is important for the City to understand 
that it clearly did the right thing in making a 
sizeable investment in the new convention 
center.  The City also handled that investment 
properly in that the new convention center is an 
absolutely superb building, carefully designed 
and constructed by those who knew what they 
were doing, and it is now managed by a capable 
and experienced staff.  The City deserves high 
praise for undertaking this important and sizeable 
public investment, and doing it right.  
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It is also important that the City understand that the new convention center was 
built in the right place.  We understand that the location decision was made after a 
lengthy and sometimes heated debate.  We also understand that there are still 
lingering doubts in some quarters that the facility might have been better located 
at the beach, perhaps on the Dome Site.  We want to emphasize that the selected 
site is clearly the best available site for this development, all things considered. 
 
First, construction of any new convention center must be accompanied by the 
ability to expand the facility significantly in the future.  Lessons learned from 
many existing convention centers that have been successfully expanded, and those 
that could not be expanded, indicates prudent facility planners should ensure the 
ability to provide additional exhibit halls and other internal facilities in the future.  
Your facility planners were very aware of this need, and they prepared their plans 
accordingly.  Your convention center was designed to be expanded through the 
addition of more exhibit halls along its western flank.  Other more limited sites 
would not have allowed this type of expansion without considerable disruption 
and difficulty, to say nothing of future land acquisition costs.   
 
Secondly, it is essential that convention centers and associated facilities have 
adequate parking that is completely under their control.  Experience shows that 
multiple parking lots in different locations do not work well.  Experience also 
shows that structured parking in the amount necessary is extremely expensive, 
and much less flexible than surface parking for users.  Your site allows ample 
surface parking adjacent to the facility, with eye contact directly to the entrance.  
The parking that was provided will be more than adequate for almost all meetings 
and events being held in the center.  Other sites might not have afforded that type 
of parking solution. 
 
Thirdly, a beachfront location is not necessary for booking meetings and 
conventions.  The existence of the beach and its hotels and amenities may be a 
reason for some conventions to come to Virginia Beach instead of your 
competitors.  However, it is unlikely that those or other meetings would be lost 
simply because the facility is several blocks from the beach, rather than much 
closer.  The significant cost premiums that would be required, and the functional 
difficulties associated with an alternative location closer to the beach cannot begin 
to be justified from the standpoint of market penetration and potential bookings. 
 
Finally, as described in this section of our report, it is clear that the convention 
center needs an adjacent headquarters hotel of a certain size, quality and level of 
services, in order to round out your offering.  Our approach has been to 
recommend the type and location of headquarters hotel that properly complements 
your new building, and completes your offering, in relation to the competition.  A 
lesser hotel might suffice, but it would result in fewer bookings and it would 
result in a less effective use of your fine new building than if you had the 
appropriate headquarters hotel.  Other sites might have added significantly to the 
potential headquarters hotel cost.  



 

28 

 
 
B. The Need for a Headquarters Hotel 
 
When the original feasibility study for the Virginia Beach convention center was 
conducted approximately 10 years ago, the highly respected consultant team 
indicated the need for an appropriate headquarters hotel to accompany the facility.  
The meeting and exhibit areas provided in the convention center are only half of 
the essential offering for booking out of town conferences and conventions.  The 
other half is the sleeping rooms used by convention delegates while in town.  It is 
important to keep in mind that the rationale for competing in the convention and 
conference market is economic development—bringing to Virginia Beach people 
who, like tourists, come for several days and spend several hundred dollars per 
day in the local economy, and then leave town without the City having to educate 
their children.  The City made the decision to be a player in the statewide and 
regional convention market when more than $206 million were committed for the 
new convention center.  It was clear from the outset of this endeavor, and even 
more clear now that the facility is in operation, that the City desperately needs an 
appropriate headquarters hotel in order for the convention center to compete 
effectively and realize its potential.  The CVB’s statistics on meetings lost due to 
the lack of a headquarters hotel make this point crystal clear. 
 
In the 10 years since that initial consultant’s report, a number of things have 
changed.  The convention business has become extremely more competitive, with 
a number of first and second tier cities east of the Mississippi River constructing 
new convention centers and headquarters hotels.  Due to this increased 
competition, providing a proper and complete offering with both meeting and 
sleeping rooms is essential.  The need for an appropriate convention headquarters 
hotel is now even greater than when the initial feasibility analysis recommended 
one 10 years ago.  
 
It is also important to recognize that headquarters hotels are very different from 
other hotels.  The fact that they are called “hotels” only adds to the confusion.  In 
essence, a headquarters hotel should be viewed as “the convention center’s 
sleeping rooms” and not a typical hotel.  Hotels participate in three primary 
markets—commercial, tourist and group business.  The first two are lucrative, 
with rates and occupancy determined in the marketplace.  The third is less 
lucrative because group business involves heavily discounted rates, booking 
several years in advance at fixed rates, and blocking large numbers of rooms to 
secure convention and conference commitments.  Consequently, hotel operators 
prefer and aggressively seek commercial and tourist business, and normally only 
accept group business when they know rooms would otherwise go unused.  A 
headquarters hotel must focus on the successful and most difficult market 
segment, group business, and reject more lucrative commercial and tourist 
business.  
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In today’s market, it is virtually impossible for a true headquarters hotel to be 
“profitable” in the traditional sense.  Consequently, profit-motivated hotel 
developers almost never undertake a headquarters hotel project unless the group 
business burden is shared by other hotels, and the headquarters hotel is able to 
significantly participate in commercial and tourist markets, as well as the group 
business market.  Even under these circumstances, headquarters hotels these days 
are virtually all public/private ventures of one type or another.  Simply stated, 
convention headquarters hotels are not financially feasible in the traditional 
investment sense. 
 
While many non-headquarters hotels also are public/private ventures these days in 
order to achieve minimum financial feasibility thresholds, it has become essential 
that headquarters hotels be considered as adjunct facilities to publicly owned 
convention centers, and be viewed as such from a public investment standpoint.  
They require public “investment” similar to the public investment in a convention 
center.  This public investment should not be viewed as a “subsidy” for an 
otherwise profitable hotel.  It is truly an “investment” in that it causes a necessary 
development to happen that otherwise would not happen, and the financial return 
on that investment can be calculated.   
 
 
C. Why City Governments Invest in Headquarters Hotels 
 
For more than two decades convention headquarters hotels have come to be 
viewed by city, state and federal government agencies as economic development 
investments.  In that regard, they are similar to convention centers in their 
economic development rationale.  It is for this reason that the IRS changed its 
criteria of what constitutes an economic development investment by a local 
government, and allowed only convention headquarters hotels to be financed with 
tax exempt revenue bonds.  In essence, the IRS said that these unique hotels are 
more “public” than they are “private” and therefore if they meet certain 
reasonable criteria, they are viewed as able to be undertaken by local government 
entities for economic development purposes using tax exempt financing. 
 
Since that ruling little more than a decade ago, approximately 20 headquarters 
hotels have been undertaken by units of local government using tax exempt 
revenue bonds as the primary means of financing.  In several cases 100% of the 
headquarters hotel cost to construct and outfit was financed with tax exempt 
revenue bonds.  In other cases these bonds were the primary financing tool, 
coupled with other debt, equity, mezzanine and/or enhancement investments. 
 
In most cases, the majority of the bonds must compete in the market place with 
other tax exempt bonds.  In some cases portions of bond offerings have been 
guaranteed or accompanied by standby debt service commitments of a minor 
nature, to drop the coupon rate and increase the rating of the bonds.  But for the 
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most part, these tax exempt instruments which do not have full faith and credit 
guarantees from local governments and have no impact whatsoever on local tax 
payers, have had to compete in the tax exempt bond market, and they have done 
so successfully. 
 
In other situations city governments have used a number of different forms of 
public/private partnership to cause the development of a headquarters hotel which 
otherwise would not occur.  These arrangements include a public entity owning 
portions of the hotel, while a private, profit-motivated developer owns other 
portions of the hotel.  Generally the non- and low-revenue producing spaces like 
hotel lobbies, back of the house areas, meeting rooms, parking, site and 
infrastructure costs are removed from the private hotel deal and placed in a 
publicly financed cost center.  The revenue generating aspects of the hotel, like 
the sleeping rooms, remain in the private profit center and become financially 
feasible because they are not carrying the burden of the other spaces. 
 
One of the first of these public/private hotel ventures was the 385-room Hyatt 
Regency convention headquarters hotel in Greenville, South Carolina.  This 
creative venture was analyzed and packaged in the early 1980s, and received 
numerous awards.  The entire mixed use development with its convention center, 
parking structure, retail and office components has been copied in concept and in 
detail in numerous other headquarters hotels that have been developed since then.  
Mr. Hunter’s firm conceived of this innovative development, conducted all 
feasibility analysis, negotiated financing commitments, and functioned as the 
City’s owner’s representative throughout construction and early operations.  
Greenville Commons continues to be a model for successful headquarters hotels 
more than 20 years later. 
 
In his verbal report Mr. Hunter emphasized that there are truths and principles that 
can be learned from the experiences of others.  Houston built a beautiful new 
convention center and watched it sit underutilized for 10 years before the City 
finally “bit the bullet” and got into the hotel business.  The city invested in and 
caused the development of the 1,200 room Hilton headquarters hotel which is 
beginning to allow the convention center to realize its potential and compete more 
effectively in booking business. 
 
The City of Denver decided to get into the hotel business when it expanded its 
convention center.  The result is the city-owned 1,100 room Hyatt Regency 
headquarters hotel adjacent to the Denver convention center.  This publicly owned 
hotel was financed 100% with tax exempt revenue bonds at a coupon rate of 
approximately 4.65%.  Other similar examples are in Chicago, Baltimore, 
Overland Park, KS, Bay City, MI, and other large and small cities. 
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Lessons can also be learned from those cities that simply viewed building the 
convention center as the end of their responsibility, and that the hotel should be 
built by the private sector.  Washington, DC, first built its convention center on 
the wrong site, that was unable to be expanded, so the facility became obsolete 
with much of its economic life remaining.  Now, the new Washington Convention 
Center is not living up to its expectations because of the lack of a headquarters 
hotel.   
 
A similar situation exists in Knoxville, which is a city similar to Virginia Beach in 
many respects.  The new $165 million convention center is significantly 
underperforming and experiencing many dark days.  Convention bookings are 
disappointing.  A local official recently described it as “an extremely costly and 
underutilized civic center” and was critical of the City Council that voted the 
money for it but failed to ensure that a headquarters hotel was built.  
 
It is a relatively easy matter to research and investigate these situations and others 
that demonstrate the importance of a proper headquarters hotel adjacent to the 
convention center.  There is a volume of literature and information that 
demonstrates the need for convention headquarters hotels, and the fact that they 
are realized only with some form of public investment. 
 
 
D. Optimum Location   
 
Ideally, the headquarters hotel is immediately adjacent to the convention center, 
and is physically connected with a weather controlled walkway.  The ideal 
connection is a main entrance lobby to main entrance lobby, which allows 
convention delegates to walk from the lobby of the hotel to the entrance lobby of 
the convention center in a minute or two.  In climates like Virginia Beach, a 
weather controlled connection may not be necessary, but proximity is highly 
desirable. 
 
Today’s meeting planners often cite the “four times a day” rule.  They want their 
convention delegates to be able to comfortably walk between meetings in the 
convention center and their hotel room in the headquarters hotel at least four 
times per day with minimum inconvenience.  Delegates often go to the 
convention center for a continental breakfast and/or plenary session in the 
morning.  They may miss the late morning sessions and return to their hotel room 
to conduct business.  They may want to return to the convention center at noon for 
a luncheon meeting and speaker, and then retire again to hotel room for telephone 
calls.  They may wish to then return to the convention center for an afternoon 
session, go back to the hotel room to change clothes, and return to the convention 
center for a reception and possibly an evening banquet. 
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It is difficult to accommodate this type of demand if there is a considerable 
distance between the convention center and the hotel.  It is even more difficult 
when some form of supplementary transportation, like shuttle buses, is required to 
transport people between their hotel and the convention center.  Simply stated, the 
increasingly competitive environment for booking conventions and conferences 
makes it all the more necessary that the City be able to respond to this type of 
requirement with an adjacent headquarters hotel. 
 
The new Virginia Beach convention center was designed to be expanded on its 
western end.  The “front door” and core facilities, such as ballrooms, most 
meeting rooms and facilities other than the exhibit halls are located in the eastern 
end of the building.  The four exhibit halls extend to the west of these core 
facilities.  Future expansion of the exhibit hall would also be farther to the west, 
adding additional modules like the four exhibit hall modules that were built with 
the initial building.  Consequently, from a functional standpoint, the most 
desirable location for a headquarters hotel is at the east end of the convention 
center building. 
 
This location is also preferable from the standpoint of hotel guests traveling to the 
waterfront.  It is a little more than one half mile from a hotel location immediately 
east of the convention center to the Dome Site which could be one of the major 
attractions for convention delegates.  It is a little bit farther to Atlantic Avenue 
and the beach.  This distance will be considered a long walk, even if the 19th 
Street corridor is improved as planned as a pedestrian way.  Nevertheless, it is 
considered shorter than if the hotel were located at the western end of the 
building, or beyond.  
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There are several possible sites for a headquarters hotel at the east end of the 
convention center.  The most obvious one is immediately to the east, on the north 
side of 19th Street.  While this block has been identified for some time as an ideal 
headquarters hotel site, the block is presently developed with a small hotel, a 
modest apartment complex, a quality restaurant, an architects’ office, a surface 
parking lot and a few additional small land uses.  Acquiring this block for a hotel 
would cause the dislocation of most or all of these existing uses.  An assemblage 
of this type would be extremely difficult for a private developer, and not likely to 
be undertaken.  Public acquisition of the site would also be difficult, perhaps 
requiring the use, or at least the threat, of eminent domain, which is always 
controversial.  Several City leaders indicated little interest in considering public 
acquisition requiring the use of eminent domain powers.   
 
The ultimate use of the site is also a factor in an acquisition strategy.  Since the 
federal government considers headquarters hotels an economic development use, 
one might consider them as a form of “public use” particularly if the City or a 
public entity were to be the owner of the hotel.  However, in the current climate it 
is obvious that assembling this site for a headquarters hotel would be extremely 
difficult, and perhaps impractical. 
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It may be possible to locate a headquarters hotel at the eastern end of the 
convention center on property south of 19th Street.  Land on the east and west side 
of Parks Avenue might be assembled more easily, and the site could include 
properties that are already publicly owned.  Other hotel site solutions near the east 
end of the convention center on the facility’s surface parking lots should also be 
explored before a location at the eastern end of the convention center is 
completely rejected. 
 
Other possible headquarters hotel sites, although less desirable are at the western 
end of the building.  A location on publicly owned property at the western end, 
north of 19th Street, has been proposed and is discussed in the following section.  
This site would limit contiguous expansion of exhibit halls in the future, and 
perhaps require some future facility expansion to be on the south side of 19th 
Street.  Another possible site is farther to the west, on privately owned property 
where the existing Doubletree Hotel is located.  A development proposal 
involving an additional hotel on this property has also been received by the City 
and is also discussed in the following section. 
 
 
E. Pending Headquarters Hotel Development Proposals 
 
At the commencement of our work on the headquarters hotel matter, there were 
four unsolicited development proposals that had been received by the City.  A 
summary of these proposals is as follows: 
 
• Korean Investment Group — When we began this assignment the City had 

received a headquarters hotel development proposal from a Korean 
investment group for the privately owned block immediately east of the 
convention center, on the north side of 19th Street.  That proposal has since 
been withdrawn and is inoperable. 

 
• The Dome Site Proposal — The previously described Armada Hoffler 

proposal for the Dome Site included a headquarters hotel that would be 
connected to the convention center with a people mover.  That proposal has 
also been withdrawn and is inoperable. 

 
• A Team Comprised of Garfield Traub, the Hyatt Corporation, Turner 

Construction and Skidmore Owings and Merrill — This team has 
submitted a proposal and made a presentation to City Council.  The proposal 
is to construct a headquarters hotel on publicly owned property at the west end 
of the convention center, leaving some room for some expansion of the 
existing convention center.  They indicated the impractical aspect of acquiring 
the property directly east of the convention center.  While the western site was 
not ideal, the fact that it is publicly owned and immediately available was 
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attractive to the team.  This location can be made to work, and the proposal 
includes an interesting design concept and successful functional integration of 
key hotel spaces with the convention center.  The proposal also includes 
optional public/private financing proposals and requests a joint detailed 
feasibility period with the City.  

 
• Harmony Hospitality Proposal — The City recently received a proposal 

from Harmony Hospitality, the company that owns the Doubletree Hotel 
farther to the west of the new convention center.  Harmony has recently 
invested in a significant quality upgrading of the Doubletree, and further 
proposes construction of an Embassy Suites Hotel on their property.  The 
combination of these two hotels would give the City approximately 400 hotel 
rooms at two different price points.  Harmony also requests public funding for 
a weather controlled connection to the convention center. 

 
 
F. Recommendations 
 
Our most important recommendation on the headquarters hotel matter is for City 
officials to recognize that a headquarters hotel is desperately needed, and 
that it will not exist without City financial participation.  When the City is 
over that hurdle and is prepared to act, the balance of our recommendations below 
can be implemented.  Specific recommendations outlined by Mr. Hunter in his 
verbal presentation are as follows: 
 
• Pursue the Two Remaining Proposals — We recommend immediately 

launching a work process with both hotel companies, Harmony and Garfield 
Traub.  Additional detailed feasibility work is necessary to understand the 
implications of both proposals, and whether or not a site on the west end of 
the convention center can be made to be satisfactory.  This process should be 
under the daily supervision of a qualified city staff member, and should 
involve any necessary outside professional and technical assistance to help 
these companies move the feasibility analysis process along quickly.  City 
Council should receive monthly briefings to keep the process moving forward 
quickly, and to stay abreast of feasibility analysis results. 

 
• Consider Acquisition of an East Side Site — Internal staff analysis of the 

alternatives for acquiring an adequate site on the east end of the convention 
center should be continued.  Initial staff work on determining acquisition 
potential and value of privately owned properties has already begun.  Legal 
assistance may be necessary to determine the public use issue, and an 
appropriate pre-acquisition process should be instituted immediately.  If the 
City determines that it should move forward with an east end site, it is better 
to know this sooner in the process recommended above rather than later. 
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• Commission an Independent Fiscal and Economic Impact Analysis — 

Feasibility studies of this type almost always require a detailed fiscal and 
economic impact analysis, so that the City can understand the returns on any 
public investment that may be required to cause the headquarters hotel to be 
developed.  The City has successfully used this procedure in the past to 
understand the returns on other economic development investments it has 
undertaken.   

 
• Set a Timetable for Decision, and Stick to It — We recommend a four to 

six month period for the feasibility analyses necessary to pursue the two 
development proposals, and for decisions on whether or not an east end option 
is viable.   

 
Simply by undertaking this process, and indicating a willingness to pursue a 
headquarters hotel, the City will be sending a positive message to meeting 
planners who are considering bringing their meetings to the City.  This action 
should also assist CVB staff morale, which is also important. 
 
HII conducted a separate analysis of the ideal size, quality and facilities that 
should be in the headquarters hotel.  With the convention center that has been 
built, the City targeted a certain convention business segment that should continue 
to be pursued.  The hotel that is necessary to be compatible with the City’s 
convention center is a full service hotel that is operated by one of the 
companies that regularly operates convention headquarters hotels.  Ideally, 
that hotel would be a minimum of 600 keys with a more desirable size of 750 
keys.  The hotel would include additional meeting space that is determined to be 
complementary to facilities in the convention center (probably one or two junior 
and/or mid-size ballrooms, a number of breakout rooms, a board room and pre-
function space—perhaps 20,000 to 30,000 square feet of useable space).  This 
hotel could also be built in phases, but ideally a product of at least 600 rooms 
would be constructed initially.  Convention planners will need to block 300 to 500 
rooms to attract the meetings that were intended to be pursued when the 
convention center was designed. 
 
Additional recommendations include making contact with counterpart City 
officials who have gone down this path before.  An excellent time and place to 
do this is at the IEDC conference this May which deals with convention centers 
and headquarters hotels.  This conference is the “If You Build It…” conference 
which IEDC holds regularly, and it is heavily attended by public officials who are 
considering or have recently built headquarters hotels.  Next month this 
conference is being held in Kansas City.  In addition to a tour and financial 
presentation on the award winning Overland Park convention center/headquarters 
hotel project, City officials would have an opportunity to visit the new Cordish 
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Company destination entertainment complex that is being constructed in the heart 
of Kansas City—the Power & Light District.  The Cordish Company will also be 
holding a reception in their marketing center adjacent to this project.  It is highly 
recommended that as many City officials as possible attend. 
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VI.  Immediate Next Steps 
 

Actions that can be undertaken immediately to implement the recommendations 
made herein are summarized in this section of the report. 
 
 
A. Birdneck Road Property 
 
• No action recommended. 
 
 
B. Rudee Loop 
 
• Prepare a high quality “information piece” which describes the property and 

the development opportunity, and invites visits to Virginia Beach. 
 
• Prepare a mailing list of top quality condominium developers, hotel 

developers and hotel operating companies for a personalized mailing. 
 
• Identify a senior City official to be the “point person” for contact with 

interested developers. 
 
• Mail the information piece from the Mayor’s office, with a personal letter of 

invitation from the Mayor. 
 
 
C. The Dome Site 
 
• Invite the Cordish Company and Armada Hoffler to engage in a six-month, 

non-exclusive feasibility analysis period for development of a destination 
urban entertainment complex on the Dome Site. 

 
• Visit the Cordish Company’s Power & Light District in Kansas City at the 

IEDC Conference May 20–22, 2007. 
 
• Designate a senior economic development staff member to work closely with 

both companies during the feasibility analysis period. 
 
• Prepare a small display ad for local newspapers and the Wall Street Journal 

announcing the feasibility period for the Dome Site, and indicating the City’s 
willingness to accept other unsolicited proposals. 
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D. A Convention Headquarters Hotel 
 
• City Council establish a “sense of the Council” that a headquarters hotel near 

the new convention center is necessary, and that the City is willing to work 
diligently to achieve it. 

 
• Create a task force comprised of City, CVB, economic development and 

business community executives to oversee a process to realize a headquarters 
hotel as soon as possible. 

 
• Establish a six-month deadline for decisions on the two headquarters hotel 

proposals which the City has received. 
 
• Assign staff and immediately schedule meetings with Garfield Traub and 

Holiday Hospitality. 
 
• Visit the Overland Park convention center and headquarters hotel in Kansas 

City at the IEDC “If You Build It…” conference May 20–22, 2007. 
 
• Schedule monthly City Council progress reports from the task force and staff. 
 
• Commission an independent fiscal and economic impact analysis to be 

conducted in parallel with developer discussions/negotiations during the six-
month feasibility period. 

 
• Launch a research effort to collect data and information on the financing of 

headquarters hotels throughout the nation during the last 10 years.  Collect 
information on cities that built convention centers during the last 10 years and 
did not construct headquarters hotels.   

 
• Authorize staff to release information as part of a public awareness program 

on the headquarters hotel matter. 
 
 


	Finalreportpart1
	Finalreportpart 2

