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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee met in regular session on Wednesday, November 13, 2002, at 4:00 p.m. in Room 305 of the Raleigh Municipal Building, 222 West Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present.


Committee




Staff

Mayor Meeker, Presiding

     City Manager Allen

Ms. Cowell (arrived late)

     City Attorney McCormick
Mr. West



     Assistant City Manager- Administration Wray





     Administrative Services Director Prosser





     Public Affairs Director Kirkpatrick






     Community Development Director Breazeale






     Community Services Director Watkins

Mayor Meeker called the meeting to order indicating Ms. Cowell will be arriving shortly.  Mr. Odom has a conflict with a meeting of the Merchants Association and he would not be at the meeting.  The following items were discussed with action taken as shown.
Item #01-47 – Contemporary Art Museum – Loan Restructure.  It was pointed out the Contemporary Art Museum has requested the City to restructure its loan to allow them to make smaller monthly payments at a reduced interest rate.  The current principle balance is $32,390.65.  They are requesting that the interest be reduced from 6.76% to 4%, monthly payments be reduced from $560.58 to $327.94 for 120 months.  The first payment would be due January 1, 2003.  The maturity date would be December 1, 2012 at which time a final payment of $327.94 plus accrued interest of $16,082.66 (balance of accrued interest from March 1, 1988 through June 30, 1992 plus interest in arrears through September 30, 2002) will be due.
In response to questioning from Mayor Meeker, Assistant City Manager Wray pointed out the museum is way behind in their payments.  He stated this is the one way the City feels we can work with them and get their payments current.  Mr. West stated we have to look at what we are trying to do downtown and our downtown initiatives.  He stated this property is an integral part of our efforts in the downtown area and while it may have some highs and lows, we have to look at it in context of what the City is doing downtown.  Mayor Meeker stated those were good comments.  We do have to have all interests represented downtown and he understands restructuring is the best way to get us paid.  City Manager Allen pointed out obviously this loan has been restructured in the past and questioned the likelihood of it being paid this time.  Frank Thompson, Chairman of the Board, stated he could absolutely assure the Council that the payments would be made on time.  He stated they have been paying on this loan over ten years and they did run into some problems.  He stated they have an asset worth over $1 million and they obviously do not want to draw against their equity; however, the loan would be paid if restructured.  Mr. West moved approval of the restructuring as requested.  His motion was seconded by Mayor Meeker and it was agreed that would be the recommendation made.
Item #01-49 – Fair Housing Hearing Board – Educational Workplan.  Mayor Meeker pointed out Council members received a request from Octavia Rainey, Chairperson of the Fair Housing Hearing Board, relative to funding of their work plan and media plan.  Mayor Meeker questioned if staff has reviewed the proposal.  City Manager Allen pointed out Community Services Director Watkins pointed out the staff had not been involved in the development of the program as Ms. Rainey thought it was the Fair Housing Hearing Board’s responsibility to develop the educational program.  City Manager Allen pointed out staff has not had an opportunity to sit down and study the proposal pointing out it is a lot of dollars for a mid-year program.  One of the largest expenditures is the citywide conference.  He stated it is a matter of what level of educational efforts the City wants to broach over the next six months.

Octavia Rainey stated it is a fair budget pointing out it has been a long time since the City has engaged in any fair housing educational activities.  She called on the Committee to look at how the City has grown and look at the color ratio.  She stated everyone needs some education in the fair housing elements.  We do have people whose rights have been overlooked.  Education is a #1 tool and she thinks $35,000 is a reasonable amount since the City hasn’t done anything in this arena in 10 years.  She called on the Committee to move forward with the plan.

Mayor Meeker agreed that we do need an educational work plan.  He stated however he would like for the Community Services Department to look over the proposal and see what we might do to get the most for our dollars.  Look at the proposal to see if there is some in-kind or pro bono activities the City could provide to lower the cost and at the next meeting it could be discussed further.
Mr. West pointed out the work plan had been outlined and he would hope that staff would work with Ms. Rainey and see if what has been proposed is the best most efficient way to go forward.  He stated we haven’t done anything in this arena and he knows that many people do misunderstand their rights.  City Manager Allen pointed out as he understands the Committee is inclined to fund some type educational program mid-year with Mayor Meeker pointing out that is correct.  Mr. West stated he wanted to make sure this is the most efficient effort and may be someone from the community could work with whom ever the City Manager designates.  It was agreed to hold the item until the next meeting.
Item #01-50 – Scattered Site Policy.  Mayor Meeker pointed out it has been some time since the City has looked at the scattered site policy.  The purpose of the item being referred to Committee is to determine if any adjustments are needed and should be considered.  Mayor Meeker stated he thought the policy has been amended several times but we need to determine if further amendments are needed.

Assistant City Manager Wray stated he did not feel the policy has been amended since 1988.  He pointed out in 1993 some amendments were attempted but the City Council voted against any amendments.  The policy is 25 to 26 years old and was crafted by Floyd Carter and his staff at the Housing Authority in collaboration with him and the Community Development Department.  He stated he believes the policy does need some work.  A number of things have changed.  He stated staff would be glad to look at the policy.  He pointed out when it was originally adopted it was at a time when a significant amount of money for low and moderate income was about to come into the area and at that point the City was looking at projects of 150 to 175 to 200 units and given what the City had seen in the past it caused pause and the policy was developed.  He stated staff has not gone back since 1993 and made any suggestions.  He pointed out however the Southeast Raleigh Improvement Commission had started to develop some proposed changes but they did not have an opportunity to finish that work.
Ms. Cowell arrives at the meeting at 4:15 p.m.

Mayor Meeker pointed out he knew the number of allowed units was reduced from 150 to 50.  He stated tax credit projects are different from the type projects we were seeing in the 80s.  Mr. West talked about the difference in tax credit projects and other projects for moderate and low income.  He talked about the basis for the scattered site policy is to get diversity of units throughout the City.  He questioned what constitutes moderate income housing stating he knows it is a certain percent of the moderate income but what qualifies.  He stated now we seem to get moderate income throughout the City without any control.  He questioned if there are some consultants or professional help that could give the City a little broader view, see what other cities are doing.  He stated there has been changes in the environment and changes in the type programs. He questioned if there were certain restrictions, if there were any controls relating to property management.  He pointed out there seem to be a lot of factors that have changed. 

Ms. Cowell questioned the difference between market rate and moderate housing.  She pointed out the number she sees for moderate income housing is around $700 a month and that is what her mortgage is.  She questioned if that is the target of what is needed in the City, that is, are we really looking at a need for moderate income housing or low income.  Mayor Meeker stated maybe we need to have a better definition of what constitutes moderate income.  Mr. West stated there should be some type data base.  He stated a concern he has is verification of once a project is built and occupied that it is filled with moderate income persons.  He stated there seems to be no control.

Danny Coleman talked about the work of the Southeast Raleigh Improvement Commission and pointed out the scattered site policy has been geared towards multi-family but questioned if it should be geared towards single-family also.  He stated it seems that they are kicking everything out of Southeast Raleigh therefore he would question what is going there.  He stated he hopes staff will think about single-family when they are looking at the policy.  It was agreed to hold the item until the next meeting.

Housing Development – Housing Authority Tax Exempt Bonds – Oaks and Meadows at Brier Creek.  It was pointed out a request from Pendergraph for Council to approve the issuance of tax exempt bonds by the Housing Authority to finance the multi-family housing developments known as Oak and Meadows at Brier Creek.  Council members received information in their agenda packet relating to both projects.  The Oaks is an apartment complex for families consisting of 144 units.  The Meadows is 52 one bedroom units and 44 two-bedroom units for elderly apartment housing.  Community Development Director Breazeale indicated both are in Priority I and Committee members did receive a chart outlining information on the two complexes.  The elderly housing is exempted from the scattered site policy and the City’s policy limits family units to 50 per location.

Frankie W. Pendergraph pointed out these are tax exempt bonds not tax credits.  She explained the area as being a high growth, high income area with a lot of big box retail.  There are some conventional apartment complexes whose rents are in the $1200 per month range.  There is some feeling that you need lower rates to provide housing for service workers.  She stated it is felt this is a good location, high quality.  She stated because it is tax exempt out of the 144 units, 24 will be market rate.  She talked about the elderly complex and what qualifies.  She stated plans are complete, engineering is almost complete, and financing is almost complete.  The application has gone through the Housing Authority and has its endorsement for the bonds.  She stated they would like to move forward.  Mayor Meeker moved approval as requested.  His motion was seconded by Ms. Cowell.  Mayor Meeker stated he had drafts of letters that should be sent if and when the Council approves.  The motion as stated was put to a vote and passed unanimously.
Jamaica Drive Redevelopment Proposal.  It was pointed out Council has previously authorized staff to offer this 5.5 acre site for redevelopment proposal.  Three proposals have been received and evaluated.  Committee members had received a staff report.  Mayor Meeker stated this item was held over to see what could be done about increasing the market rate housing of the proposal.  Mr. West stated he would also be interested about how increasing the market rate proposal affects the financial picture.
Janice Ashley, NRP Incorporated stated their original proposal called for nine market rate units.  They could increase that number to 13 or 19 units but they would have to ask for an increase in the City loan.  If they increase the 13 market rate unit they would need a $1.5 million loan from the City.  If they increase to 19 market rate units they would need a $1.9 million loan.  She talked about market rate versus tax credit and how that changes the ratio.  She stated as far as the encroachment in the floodplain is concerned, the original proposal shows approximately ½ acre in the floodplain .06 acres is encroached upon by a building and the rest is parking area.  She stated they do not know if they could do much better than that.  They could go to a .35 acre encroachment but that would require removal of some of the mature trees on the site.

Representatives of Regency pointed out their original proposal called for 13 market rate housing.  They could increase that to 18.  If they go to 18 they would no longer be able to do the low income as proposed with the use of the Wake County money.  Their original proposal called for 8 very low incomes.  It was stated if they went to the 18 market rate unit they would require an additional $100,000 loan from the City of Raleigh for a total of $600,000.  She pointed out they could defer some of the developer fees.  Other representatives talked about encroachment into the floodplain pointing out they have less than ¼ acre in the floodplain and that was basically streets.

Frankie Pendergraph presenting the third proposal talked about the work they have done in their proposal.  She pointed out they were hoping to target housing for some of the people who are displaced with the Hope VI development.  It was pointed out it is a very tight site and their proposal call for some grading in the floodplain.  She talked about the rents they would charge which would range from $445 to $600 per month.  She stated they hope to keep the rent low and could adjust some of the rent.  She stated they would need $975,000 of City loan.  Ms. Pendergraph explained the number of units they have developed and the number that she manages in North Carolina, South Carolina and Virginia.  She stated the owners are financially strong.  In this proposal they are joint venturing with Montague and they feel very comfortable with that.  She stated these are very hard projects and require a lot of cash up front.  Mr. Montague told of his involvement and his work in southeast Raleigh.

Mayor Meeker pointed out all three are good projects.  He talked about the scoring and the financials and moved that the committee recommend upholding Administration’s recommendation to go with NRP’s original proposal.  Mr. West talked about Mr. Kirkman’s concern about the ratio and the need to strongly consider the market rate number.  He stated he did not know what authority the property management piece plays in this equation but he thinks it is a part of the problem.  He questioned if the City had any authority to review how the properties are managed, look at police calls, quality of life issues, etc.  He stated we are talking about a distress area and talked about the surrounding development.  He stated he would like to look at what kind of safe guard or review the City could have after a project is constructed.  Community Development Director Breazeale pointed out they monitor projects, how the property is maintained and if there are problems they deal with the issues but stated there is no guarantee that there would be no problems.  Mr. West questioned if the City could pull the loan with Ms. Breazeale indicating that could occur but it would have to be significant problems.  Mr. West stated he thinks property management is the key we should look at when reviewing the scattered site policy.
Ms. Pendergraph talked about records that companies have to maintain monthly, quarterly and annually.  She talked about inspections and the various reports that are public information and she is sure could be provided to the City if requested.  Mr. West stated that information is currently not coming back to the City.  He stated one may say it is bureaucratic or a lot of paper work but he feels that we should set up some type feedback or progress reports.  City Manager Allen stated he is not sure we get all of those reports now but he doesn’t think it would be a problem but he is not sure what type of information those reports would provide us with.  Ms. Brezeale pointed out we do get that information on projects that the City has invested in or loaned money for but we do not monitor or collect that type of information on tax exempt projects with Ms. Pendergraph pointing out it is available.

Mayor Meeker motion to approve NRP’s original proposal was seconded by Ms. Cowell and put to a vote which passed unanimously.

Lennox Chase – Review of Mortgage Terms.  It was pointed out on January 16, 2001, the City Council approved a loan of $600,000 for a 37 unit apartment complex at 2% interest with fixed payments.  DHIC is now requesting a cash flow instead of fixed payment.  Committee members received a report in their agenda packet.

Greg Warren and Tyler Toulon representing DHIC gave the history on the Lennox Chase Development.  Mr. Warren pointed out this is a project for housing single individuals.  It has 37 studio apartments of approximately 500 square feet.  It is aimed at individuals who may be coming out of boarding houses or facilities such as Healing Place, etc.  He stated for the past two years they have been working on the design, going through neighborhood review and are ready to pull the permit.  He stated the program is designed for a break even point over 20 years.  He talked about the scheduled repayment for the City of Raleigh’s $600,000 and $482,000 to Wake County.  He stated they believe this development is consistent with their mission.  He stated under the current debt structure and the new economic this project is not going to work under the present loan structure.  He talked about the financial security of DHIC.
A representative of the County stated they are really thrilled with this project and Wake County has agreed to defer payment and any cash flow will be to prepay the City.  She stated they are very committed to this project.  When cash flow would be available was talked about with Mr. Warren discussing refinancing.  In response to questioning it was pointed out this is Federal funds.

Mr. West stated DHIC has done a good job but questioned if there are other projects in which they are having problems.  Mr. Warren talked about the amount of projects they have done and their proactive work as it relates to Meadow Creek and Madison Glen.  He stated Madison Glen has not been converted to permanent financing and they are facing a potential shortfall but everyone has been advised of that situation.  They are trying to be very proactive.  Mr. Warren pointed out there is nothing in their current financing that would prohibit them from performing on A21.  The City will be getting an unqualified audit.  He talked about vacancy rates in the area and pointed out there is one location on the site that there is concern about because of contaminated soil.

Ms. Cowell pointed out if the City doesn’t make this loan the project is in jeopardy.  She stated this is a high priority type project.  The City is doing a lot of moderate income which to her seems to be quasi market rate housing.  She stated we have to look at where we are putting our dollars and questioned if we are looking for a return on these type projects at all.  She questioned if there are some trends or patterns where the vacancy rates are occurring.  Are there vacancies in this unique type project and how we factor these in.  The need for this type facility was discussed but the need to look at the big picture was also discussed.
City Manager Allen pointed out he feels if this restructuring is approved there is a small likelihood that the City would get a repayment and the Committee needs to decide if that is acceptable.  Mr. Warren pointed out they do have other loans that are cash flow.  He talked about this project and the fact that it is a unique program.  City Manager Allen pointed out that if the Committee accepts the fact that there would be a high likelihood that repayment is not made and if that is true, he does not see why we should accrue interest if we do not expect it to be repaid.  He stated we do have some obligation for debt service on bonds to create funds and a need to create money for debt service.  He pointed out staff is aware of the situation at Madison Glen and there may be another similar request in the wings.  Mayor Meeker questioned if there is a restriction on making the loan when we are not sure about repayment.  Community Development Director Breazeale pointed out there are no federal restrictions.  The fact that this would not necessarily be a loan restructuring it would be more like a grant was talked about.  Mayor Meeker complimented Wake County for taking the lead and letting the City have any cash flow that may come.  Mayor Meeker stated if this were a moderate income project he would say no but this is an unusual type situation and should be looked at more in the terms of a grant than a loan.  Mayor Meeker moved approval of restructuring this as a cash flow loan at 0 percent interest.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.
Item #01-24 – Downtown Parking Enforcement Item.  City Attorney McCormick pointed out he had provided a memo offering possible ways to deal with some of the issues they have presented.  The first relates to violations of GS 20-219.2 which is a Statute permitting towing from parking lots.  He stated this Statute deals with the type lots Dave Permar is involved in and is at the meeting about.  He stated the City could pass a new ordinance which imposes a City fine when someone is towed in violation.  That violation can carry a fine up to $500.  He stated Committee members had received a draft ordinance in their agenda packet.  
The second item relates to towing from a non GS20-219.2 lot.  He stated protecting the public in this situation is a little more difficult.  The City could pass an ordinance to require all parking areas other than GS 20-219.2 to have a notice posted at each entrance to the lot notifying of towing under general trespass principles.  The Ordinance could further require that cars could not be towed from such undersigned lots until the car has been on the premise at least a certain amount of time.  This would give property owners an incentive to get up “no trespassing” signs.  He talked about the City’s restraints due to FAA Reauthorization Act that was discussed in earlier meetings.
City Attorney McCormick pointed out the third issue relates to the problem Civic Center lot and the best short term solution appears to be placing some type bollards or chain at the entrance on performance nights and staffing that with a Civic Center employee.  He stated until such time as we could get better cooperation from the property owner this is the only way to guarantee no innocent parkers are towed from that lot.

Mayor Meeker questioned if the City simply advise commercial parking lot owners that they could not tow unless they comply with State law.

Attorney Dave Permar stated he agrees with City Attorney McCormick’s memo in terms of the law but he doubts very seriously if simply sending a letter would solve the issue.  He talked about the various parking lots in the City and how they are operated and pointed out there is a lot of confusion by parking lot owners, towers, etc.  He stated he sees no problem sending out a notice about the law pointing out it is an educational issue.  He stated the downtown lots are getting abused more and more.  How the Statutes are written and the intent of the Statutes was discussed.  Mr. Permar talked about the problems of labeling individual spots and the fact that many times the parking spaces are not assigned referring to high turnover, etc.  He talked about operating under general precedents law and disputes he has had with the Attorney General’s Office concerning this issue.  He stated a notice to property owners might help and talked about various possibilities to address the situation including the City assigning police to monitor the lots and ticket but pointed out he does not feel that would be a good use of City resources.  Mayor Meeker pointed out evidently there is some disagreement about the interpretation of the State law.  Mayor Meeker moved that all 3 of the City Attorney’s suggestions be put in place as he feels we should deal with this problem once and for all as it is a public safety issue and an unpleasant thing to experience.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and asked that if the ordinance is passed that all towing companies be advised.
Item #01-48 – Federal Legislative Representation – Lobbyist Selection.  Mayor Meeker pointed out he had gone back and got information concerning selection of professional services that was talked about some years ago which Councilor Norma Burns sought and the City approved a local preference policy.  He referred to the standard procedure for professional service retention.

Sam Poole stated this is a classic economic development issue that he has real interest in.  He has been promoting the City getting a lobbyist for quite some time.  He explained the work he has done in the past and his involvement in lobbying and working Washington.  He talked about the importance of having a lobbyist which has a local connection.  One that is grounded in this state or community.  He told about various experiences and comments made by various congressmen and emphasized the need for local experience.  Mr. West questioned other than a connection to an area if Mr. Poole suggests using grass roots efforts in lobbying.  Mr. Poole pointed out he has had an office in Washington since 1986 and talked about his work with different agencies and talked about his work at home and his firm’s connection to the area.  Conversation took place about constituents and the connection between our delegation and the average citizen and successful lobbying efforts.
City Manager Allen pointed out he entirely agrees there needs to be a local connection and there is that local connection in the firm of Ball Janik, LLP.  The principle worked with Representative Charles Taylor, is a UNC graduate, parents live in Cary and has the connection Mr. Poole is describing.  He talked about the evaluation process and spoke to his recommendation for Ball Janik.  He stated if the City chose one of the other proposals he does not think they would go wrong.  He talked about the desire to go to a mid-size or smaller firm based on the amount of resources we have to put to this effort.  Mayor Meeker questioned if the Manager had to make a recommendation of a firm based in the Triangle who he would recommend with the Manager pointing out the team did not look at that as the sole criteria.  They wanted a firm that had a North Carolina connection and how the recommending process works was talked about.

Ms. Cowell pointed out the reasoning for the recommendation was very sound but it is difficult as the Committee does not have a chart to see how things were rated.  The Committee does not know who was ranked second, how each criteria was rated, etc.  The City Manager stated there was a second firm identified but they did not have a North Carolina office.  He stated all of the proposals submitted were considered qualified but Administration just ranked the first two choices.  In response to questioning from Mr. West, City Manager Allen again explained the person in the firm of Ball Janik that has been identified as the City’s principle representative does have that North Carolina connection.  He stated the next step would be for the Staff and the City Council to develop a legislative agenda and that would be given to the firm selected to work on that agenda.
Mayor Meeker suggested holding the item one more time and asked that the Committee members be provided a copy of the Standard Procedure relating to retaining professional or consulting firms, receive information from Administration as to who they would recommend if they had to choose someone with a local office or develop a matrix or chart showing how each criteria was rated.  Ms. Cowell pointed out another side of this issue may be conflict of interest, that is, if a firm is representing several cities in North Carolina would there be a problem as to who they would lobby for first.

Adjournment.  There being no further business, Mayor Meeker announced the meeting adjourned at 6:00 p.m.

Gail G. Smith

City Clerk
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