
 

1. Feasibility Study for Proposed Downtown Hotel, Presented by HVS Consulting & 
Valuation (60 minutes) 

2. Adjourn at 6:50 p.m. 

CITY OF BLOOMINGTON 

CITY COUNCIL WORK SESSION 

109 E. OLIVE ST. 

MONDAY, FEBRUARY 10, 2014, 5:35 P.M. 



 

        
FOR COUNCIL:  February 10, 2014 
 
SUBJECT: Downtown Hotel Market Demand and Feasibility Study 
 
 
RECOMMENDATION/MOTION: That the Hotel Market Demand and Feasibility Study 
conducted by HVS be considered as presented. 
 
STRATEGIC PLAN LINK: Goal 3. Grow the local economy and Goal 6. Prosperous 
Downtown Bloomington. 
 
STRATEGIC PLAN SIGNIFICANCE: Objective 3a. Retention and growth of current local 
businesses; 3b. Attraction of new targeted businesses that are the “right” fit for Bloomington; 3c. 
Revitalization of older commercial homes; 3d. Expanded retail businesses; 3e. Strong working 
relationships among the City, businesses, economic development organizations; 6a. More 
beautiful, clean Downtown area; 6b. Downtown Vision and Plan used to guide development, 
redevelopment and investments; 6c. Downtown becoming a community and regional destination 
and 6d. Healthy adjacent neighborhoods linked to Downtown. 
 
BACKGROUND: In support of the City’s Strategic Plan, formally presented and unanimously 
adopted by the Council on January 25, 2010, staff has been working to present recommendations 
to improve the economic outlook.  In accordance with item #24 on the FY2014 Action Plan 
(Downtown Hotel Feasibility Study: Staff to complete study and present to Council), staff issued 
a Request for Proposal on October 1, 2013 as a means to identify firms that could provide a hotel 
feasibility study as it pertains to the proposed Downtown hotel development.  A corresponding 
opportunity was presented to the Council on December 9, 2013 whereby an agreement for Phase 
I of such study was executed, with findings anticipated to be presented in February 2014.  The 
consultant team at HVS has been working diligently since receiving the executed contract and is 
now prepared to provide the community with relevant insights as they pertain to the hotel 
market, related supply and demand factors and the potential for a hotel development project 
within the Downtown community.  
 
COMMUNITY GROUPS/INTERESTED PERSONS CONTACTED: The Bloomington-
Normal Area Convention and Visitors Bureau, along with the Downtown Bloomington 
Association, the National Development Council and others were contacted regarding statistics 
and information needed for this presentation. 
 
FINANCIAL IMPACT: To be determined. Based on the findings of the market study, and 
further direction from the Council, an additional analysis (Phase II) may be warranted regarding 
the economic impact of a specific development project within Downtown.  Funding for this 
portion of the assessment would be outside of the scope of work and would likely occur during 
the subsequent fiscal year. 
 
 



 

Respectfully submitted for Council consideration.  
 
Prepared by:     Justine Robinson, Economic Development Coordinator  
 
 
 
Recommended by: 
 
 
David A. Hales 
City Manager 
 
Attachments:  Attachment 1. Annual Report 
  Attachment 2. Appendix 
______________________________________________________________________________ 
 
Motion:                                                                                                         Seconded by:                                                                                          
 

 Aye Nay Other  Aye Nay Other 
Alderman Black    Alderman Mwilambwe    
Alderman Fazzini    Alderman Sage    
Alderman Fruin    Alderman Schmidt     
Alderman Lower    Alderman Stearns    
Alderman McDade        
    Mayor Renner    
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Concept Overview  
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Concept Overview – Facility Assumptions 

• Room Count : 150 
• Food & Beverage Facilities 

-Breakfast Dining 
-Great American Grill 

• Hotel Amenities 
-Fitness Center 
-Business Center 
- Market Shop 

• Convention Center (20,000 sq.ft.) 
-Divisible Ballroom  
-Multipurpose Meeting Spaces 
-Board Room 
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Concept Overview - Key Assumptions 

•Opening Date: January 1st 2016 

•Brand: National Brands such as Aloft, 
Cambria Suites, Hilton Garden Inn, and 
SpringHill Suites by Marriott 
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Integrated Hotel Conference Centers 
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Integrated Hotel Conference Centers 

 Public Ownership Model 

 Public entity owns hotel and conference center  

 Private hotel company operates both 

 Public funds the construction costs 

 Public sector at risk if operating income is insufficient to 
pay debt service 

 Public sector approves budget and may influence booking 
strategy through asset management 
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Marriott Coralville Hotel & Conference Center 
Coralville, IA 

 Owner: City of Coralville 
 Operator: Marriott 
 Open: 2006 
 # of Rooms: 286 
 60,000 sq ft mtg space 

 30,000 sq ft exhibit hall 
 15,000 sq ft ballroom 

 Total cost: $55m 
 Cost per key: $190k 
 2010 Occ, ADR, Rms Rev 

 61% 
 $113 
 $7.2m 
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Hilton Hotel & Conference Center  
Vancouver, WA 

 Owner: City of Vancouver 
 Operator: Hilton 
 Open: 2005 
 # of rooms: 226 
 30,000 sq ft mtg space 

 14,000 sq ft ballroom 
 8,000 sq ft jr. ballroom  

 Total cost: $70m 
 Rev bonds (primary source) 
 Cost per key: $310k 

 2012 Occ, ADR, Rms Rev 
 69% 
 $115 
 $6.5m 
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Integrated Hotel Conference Center 

 Public-Private Partnership Ownership Model 

 Conference center is publicly owned while hotel is 
privately owned 

 Most beneficial to have one operator due to cost savings 
from shared BOH and sales & marketing department 

 This model has become more common in recent years due 
to shared costs and risks 

 Public only responsible to fund the initial construction 
costs of CC rather than commit to ongoing support of the 
operating costs 

 Community typically has no control over budget process 
and booking strategy 
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Tinley Park Holiday Inn & Convention Center 
Tinley Park, IL 
 
 Hotel Owner: Mid-Continent  
 CC Owner: Village of Tinley Park 
 Operator: Mid-Continent 
 Open: 2000 
 Expanded: 2011 
 # of Rooms: 202 
 75,000 sq ft mtg space 
 Original Cost: $25m 

 Hotel ($15m); CC ($10m) 

 CC Expansion 2011 
 $18m 

 2012 Occ, ADR, Rms Rev 
 68% 
 $115 
 $5.7m 
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Embassy Suites Frisco Convention Center 
Frisco, TX 

 Hotel Owner: JQH 
 CC Owner: City of Frisco 
 Operator: JQH 
 Open: 2005 
 # of Rooms: 330 
 90,000 sq ft mtg space 

 42,000 sq ft ballroom 

 Total cost: $60m 
 Hotel ($40m); CC ($20m) 

 Cost per key: $180k 
 2012 Occ, ADR, Rms Rev 

 73% 
 $136 
 $12.0m 
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Integrated Hotel Conference Center 

 Private Ownership Model 

 Conference center and hotel privately owned  

 Both also privately operated 

 Typically not financially feasible 

 Public subsidizes feasibility gap 
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Embassy Suites Hotel & Conference Center 
Norman, OK 

 Owner: JQH 
 Operator: JQH 
 Open: 2008 
 # of Rooms: 283 
 40,500 sq ft mtg space 

 28,000 sq ft ballroom 

 Total cost allocation: 
 $56 million 
 Hotel/CC: 60%/40% 

 Cost per key: $198k 
 2012 Occ, ADR, Rms Rev 

 68% 
 $113 
 $7.9m 
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Hilton Garden Inn Manhattan 
Manhattan, KS 

 Owner: HCW, LLC 
 Operator: Kinseth Hospitality 
 Open: 2011 
 # of Rooms: 135 
 17,300 sq ft mtg space 
 Total cost: $23.5m 

 Hotel ($14m); CC ($9.5m) 
 City provided $9.5m for CC 

- $4.5m subsidy 
- $5.0m paid back next 30 yrs 

 Cost per key: $174k 
 2012 Occ, ADR, Rms Rev 

 68% 
 $113 
 $3.8m 
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Market Statistics  
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Highlights of Bloomington/Normal Market 

   

1. State Farm Insurance Companies 

2. Illinois State University 

3.   U.S. Cellular Coliseum 

4. Country Financial 

5. Advocate BroMenn Medical Center 

6. Mitsubishi Motors Corporation 

7. OSF St. Joseph Medical Center 

8. Illinois Wesleyan University 
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Map of Key Demand Generators 
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S.W.O.T. Analysis 
Strengths 
• Strong Corporate Presence:  

• State Farm 
• COUNTRY Financial 
• Mitsubishi Motor 
• Growmark 

• Two Universities: ISU and IWU 
• Central Geography: 
CHI/Springfield/STL/INDY 
• High Median Household Income 

Opportunities 
• City’s Redevelopment Program 
• Land Available for Redevelopment 
• Population growth expected  

Weaknesses  
• Air lift (Central Illinois Regional 
Airport) has been declining 
• Lack of Convention Center 
• Limited Hotel Product/Brands  
 

Threats 
• Economic uncertainty 
• New hotel supply:  
  -Residence Inn by Marriott ( May  
2014: 100 keys)  
  - Hyatt Place (March 2015: 114 keys)   
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Bloomington-Normal MSA population grows faster than State of 
Illinois average 



- 21 - 

Per-Capita Income projected to grow faster than U.S. average 
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Local unemployment rates remain lower than State average 
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Passenger Traffic continues to decline 
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Event Days at U.S. Cellular Coliseum has been increasing… 
                             … while the number of attendees is yet to stabilize 
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Hotel Supply Analysis 
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Hotel Supply Analysis – Comp Set 
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Competitive supply offers mix of performance levels 
                    
 Primary  
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Secondary 
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New supply indicative of positive demand trends 
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Occupancy and ADR 
Projection 
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Expected short-term decline in State Farm demand…  
      … negatively affects commercial segment. 
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Substantial unaccommodated demand during 
weekdays  
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The conference center will induce demand… 
              …we estimate 7,200 room nights 
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HVS projects subject property’s occupancy of 69%.... 
                                            ….slightly exceeding market average 

 
 



- 36 - 

HVS estimate for the subject property…  
                              …OCC = 69% and ADR = $161 in stable year 2018  
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Feasibility Analysis 
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HVS projects 39.9% of House Profit… 
                       … as the subject property stabilizes 
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Market Value = $29.4m or $196,000 per key 
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HVS Preliminary Cost Figures 
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Feasibility gap is $14,200,000  

PV: 
$29,400,000 

Cost: 
$43,600,000 
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Hans Detlefsen, MPP, MAI 
Managing Director 
HVS Chicago 
hdetlefsen@HVS.com 
 
+1 312-526-3885 

Yoshihiro Kanno 
Senior Associate 
HVS Chicago 
ykanno@HVS.com 
 
+1 312-846-6154 
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