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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee met in regular session on Monday, April 21,  2003, at 11:00 a.m. in the City Council Chamber, 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 



     City Attorney McCormick
Mr. West



     Community Services Director Watkins







     Administrative Services Director Prosser
Also Present:



     Community Development Planner Grant
Mr. Hunt (part of the meeting)
     Community Development Director Breazeale

Mr. Kirkman (part of the meeting)
Mayor Meeker called the meeting to order and the following items were discussed with action taken as shown.
Item #01-45 Walnut Ridge Concerns.  Community Services Director Watkins pointed out there has been several mediation sessions between the homeowners and the residents of Walnut Ridge Apartments.  He stated no solution has been reached.  He stated he was told by the homeowners that they want Regency to pay the $24,000 and that is the only way they will be satisfied.  Regency is not willing to do that.  Judge Overby thought at the end of two mediation sessions that everything was coming together but at the end of the third session in which the two groups met separately it was determined that no solution could be reached.  He pointed out there has been agreement on several issues relating to security.  Regency is contracting with Wes Tek to patrol the area.  No trespassing signs are being installed at the entrance.  The wall issue may be dealt with.  There are residents who are patrolling the area with walkie-talkies.  He pointed out the pool is not opened at this point so they cannot make a determination about the noise wall, etc.  He pointed out money is the major issue.  The homeowners want an annual payment of $24,000 from Regency.
Mayor Meeker suggested holding the item and asking Mr. Watkins to provide a brief written statement outlining where we are on the issues and that could be taken up at the next meeting.

Mr. West stated normally in negotiation each side has something they want to get out of the negotiations.  He questioned if there is any information about best alternatives to non negotiation, what is the goal of each side.  Community Services Director Watkins pointed out he met with both of the groups and it is his opinion the homeowners would not be willing to give on the $24,000 payment.  He stated he came up with the alternative of Regency installing a controlled gate or guard house and the residents rejected that idea.  He stated there were some other alternative offers but the homeowners have not accepted.  Mr. West questioned if they are requesting $24,000 or nothing and what happens if that can not be resolved.  Mr. Watkins stated the homeowners feel that they may have a legitimate court case and evidently that is the alternative.
Juliet Shea Graw, Regency Group, was present to answer any questions.  She stated she had participated fully in these discussions.  Mayor Meeker suggested holding the item until the next meeting and request Mr. Watkins and Ms. Graw to provide written statements.  The issues that have been agreed to should be outlined.  Mr. Watkins stated he does not feel that there have been any real agreements.  Ms. Graw stated there have been some agreements made.  She talked about the property management and the need to have that interaction and cross pollenization.  She feels Regency does have a strong management team and there is an active group of neighbors participating with the walkie-talkies, working on additional programming, etc.
In response to questioning from Mr. West, Ms. Graw stated she feels that there have been some positive things happening as it relates to the relationship between the tenants and the homeowners.  She talked about Gloria Watts communicating with the property owner.  She stated she feels some inroads have been made.  She stated the sticking point is that the homeowners want the impact fee from the developer and Regency cannot do that.  Regency is not the owner of the project.   Mr. West stated he assumes there had been some dollar offer made and questioned those discussions.  Ms. Graw pointed out the City encouraged Regency to come together with a dollar figure.  She stated she asked what Regency could do as a good will gesture.  She stated it is not felt that Regency is obligated to pay anything but they did offer an amount of $1,800 for the first two years with the understanding that money would be for community building events, back to school parties, etc.  She stated however that was rejected by the homeowners.  Mr. West questioned if Regency had ever agreed to paying homeowners dues even initially before the project was approved with Ms. Graw indicating there has never been that type of an agreement.
Mayor Meeker suggested holding the item until the next meeting and asked Ms. Graw and Mr. Watkins to put together a letter explaining what Regency has agreed to do and what the homeowners have accepted.  He also asked that the Committee be provided information on what authorities, if any, the City had in this issue.  Mr. West asked the City Attorney to go back and research when this project was first started and what type promises were made at that point.  It was agreed the item would be discussed at the next meeting.

Item #01-59 Unfit Building – 1224 Angelus Drive.  George Sanders, property owner, pointed out the Inspector went out to see the tenant last week.  The tenant said the inspector was satisfied with what he saw.  He stated the inspector called her back and the tenant is in the process of moving.  The tenant is buying a house through some type loan program for single parents.  He stated he expected to be clear of this issue by the 13th and as soon as this meeting is over, he is heading to the office to sign some papers. The property will be sold shortly.
Housing Environmental Inspector Spruill indicated there must be some misunderstanding.  The Inspector did go out last Wednesday.  There are still some minimum housing violations relating to storm windows, water heater, electrical, etc.  Mr. Sanders stated he thought we were just dealing with the one occupied apartment.

Brief discussion took place on the status of this case with it being pointed out an ordinance has already been adopted; however, Mr. Sanders came to the City asking that the penalties be waived and all action was stopped while the case was pending in committee.  Mayor Meeker suggested referring this item out with no action and when the house is vacated and the pending case settled.  Mr. Saunders could come back if he so chooses to ask about waiver of the fines and penalties.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.

Item #01 – 62 – Raleigh Country Club – Possible Acquisition.  Mayor Meeker indicated staff had provided information indicating the Raleigh Country Club is not for sale.  City Manager Allen pointed out Administration will continue to monitor the situation and if anything changes the Council would be advised.  Mayor Meeker suggested that the item be reported out of Committee with no action taken.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.
Item #01-63 Belk Building Redevelopment.  Steve Schuster, Attorney Eric Spence and Steve Robertson of Anthony Allenton were at the meeting representing Vaughn King who has recently purchased the Belks building and would like to discuss moving forward with his plans.  Mr. Schuster, 313 West Martin Street, stated they had proved information on the financing, mix of uses, confidence in the marketing plan and the time frame.  He stated they had developed a new concept plan, done some preliminary pricing, etc., have met with the Planning Department, the Urban Design Center, Raleigh Historic Commission, Appearance Commission as well as the Downtown Raleigh Alliance.  They will be meeting with Progress Energy tomorrow to make sure that their goals are compatible with Progress Energy’s plans.

Attorney Eric Spence indicated one of the questions that came forth about their proposal was the financial feasibility with all of the parties involved.  He stated this is a unique situation.  Under the existing redevelopment proposal the deal has to be completed by April 2004 or the City could take the property back.  He stated the critical thing is to amend the proposal to change the uses and to extend the deadline.  He stated this property has been vacant and no action occurring for almost a year.  The time frame that was granted under the original proposal was with the understanding there would be continued construction and the project could be completed.  He stated his client could not continue or complete the project under the time frames of the original proposals.  He stated his client Vaughn King is currently doing the Caraleigh Mills project.  In this particular case Mr. Vaughn has an equity partner, Barney Joyner.  The arrangements they have are fine and everything is working well.  Mr. Joyner put up the cash to purchase the Belk’s building out of his own funds.  Once they get the approval to go with an amended project, they will proceed to secure bank financing.
Mayor Meeker questioned assuming the City Council did extend the deadline to December 2004, when would construction start.  Mr. Spence pointed out hopefully it would start by July of this year but probably they would continue the demolition phase before that time.  Mr. Schuster stated given the complexity of the project they feel that 12 to 15 months would be ample construction time; however, they do not want to be put in the position of having to come back and ask for another extension.  Mayor Meeker questioned if the Council voted to extend the completion time until December 2004 if there would be any objection to require a starting time of January 2004.  Attorney Spence stated he does not feel that would be a problem assuming they could get through the building permit process.
Mr. Schuster talked about the mix of uses.  He stated his company was involved with Modern Continental when they were talking about mostly office development.  He pointed out Downtown Raleigh has only a limited number of large footprints including Progress Energy, the State, Wachovia/First Union.  He stated they had asked AnthonyAllenton to talk about the current mix of uses in the downtown area.
Steve Robertson, AnthonyAllenton presented information on downtown Raleigh office market summary/projections, touching on existing office availability, recent absorption levels and the office market in Raleigh in general.  He told about a recent surveys, in which 55 cities nationwide were included relative to the need for office space in the downtown area and explained how Raleigh ranked in that situation.  The lack need for office space and the ability to get financing to construct office space under present conditions was talked about by Mr. Robertson.  He pointed out he thinks it would be the best for the City to get more residential in the downtown area.
Mr. Robertson indicated they are looking at 7,500 square feet of commercial retail space and are looking at a Brown Store (UPS), 4,500 square foot restaurant and additional retail on Wilmington Street.  He pointed a 7,500 square foot commercial retail space would generate some $1,200,000 plus in yearly sales and some $78,000 in sales tax.  He talked about the restaurant and the targeted clientele.  He talked about the residential units, and told of the residential sales within the beltline.  He indicated this would mean some 75 to 80 residents living in the area and the number of condominium reservations that are ready to enter into contract.  He talked about the residential market and pointed out their proposal would generate some $15,000,000 in residential sales revenue with a yearly property tax revenue of some $142,000.  He gave information on the sales and construction of residential condos in the vicinity.  Mr. Allen questioned how many residential sales contracts they are looking for before starting construction.  It was pointed out they could put 20 units under contract within 30 days.  He stated they have no set numbers that would have to be under contract before starting construction but pointed out banks are usually interested in a 20% threshold.  He stated they would begin demolition as soon as the new plan was approved and they go to construction shortly thereafter.
Mayor Meeker pointed out he understands to amend the plan we would need to have a public hearing on the whole process.  Mayor Meeker stated going to primarily residential makes sense and he feels they are in a good position to move ahead.  Mr. West questioned if staff had an opportunity to give input in terms of this change of use.  City Manager Allen pointed out we realize that it is not a good market for office in the downtown area.  He talked about the City’s efforts to generate street life and activities in the downtown area and pointed out the restaurant he understands is proposed to be basically day-time or lunch and he feels it would be best to have a restaurant open during evening hours also.  He stated the residential use piece he feels is good.  Ms. Cowell stated she understands the Downtown Raleigh Alliance has looked at this and questioned their comments.  Mr. Schuster pointed out they had the same questions the committee is asking.  They want to see the project succeed and keep the positive momentum in the downtown area.  Mr. Schuster talked about the desire to get Fayetteville Street open and to get their lunch menu going first.  Mayor Meeker moved that the Committee recommend sending the proposed change to public hearing the second meeting in May.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.
Item #01-50 – Scattered Site Policy – Review.  Committee members had received in their agenda packet a memo concerning the written comments received prior to and at the April 1 public hearing on possible amendments to the scattered site policy.  Committee members also received in their agenda packet a revised policy based on the comments received.  The comments basically related to five different areas.  Mayor Meeker suggested taking the issues item by item.
Size Limitation – existing policy limits family units to 50 units per site.  The proposed policy would make an exception for projects that receive tax exempt bond financing or a 4% tax credit which may include up to 100 units if the units are located in priority I or II area.  Discussion took place relative to the various comments that had been received.  Julie Shea Graw pointed out if there is on-site management she feels that we could look at the higher number.  She stated a map is available showing all of the tax credit projects.  She stated she feels in Priority I and II we could have the higher number.

Tyler Toulon, Lynnhurst Drive, stated he wasn’t prepared to speak on the issue; however Southeast Raleigh Assembly had recommended that the maximum number stay at 50 as they felt that showed more sensitivity to the surrounding community.  He pointed out when you are talking about 50 units you are basically talking about up to 200 people.  He stated it is very difficult to site a project with 50 units so he feels it would be even more difficult to find a site for 80 units.  It was pointed out DHIC had recommended allowing 80 units if on-site management was available.  Mr. Toulon pointed out we should have on-site management but he does not feel that will change the situation of getting a community to accept a project in their area.  He talked about the attitude and the difficulty in citing such developments.  He stated the present policy was enacted in 1978 and things were a lot different then.  When you called a group of people minorities at that time, you knew what was meant, but minority today has a different connotation.  It could mean almost anything from Asians, Hispanics, South Americans, etc.  He expressed concern about mixing the criteria of low income and minority.  He stated it should be based on economic status only.  In response to questioning from Mr. West, Mr. Toulon stated he does not feel there should be any increase in the size limitations in Priority IV areas.  Mr. West asked about increasing the number to 80 with on-site management in Priority areas I and II.  Mr. Toulon stated you have the same problem there is difficulty placing developments in any of the priority areas with 50 units and raising the number will just make it more difficult.  Mayor Meeker questioned if there should be a distinction between the priority areas.  Community Development Director Breazeale explained the staff’s thinking as it relates to the Priority I and II area.  In response to questioning from Ms. Cowell, Mrs. Breazeale pointed out the comments her department hears is when you have only 50 units in a development it is not economically feasible for on-site management.  There is management but many times there are two or three developments managed by the same organization.  She stated we have not had much problem with rotating property site management.  She stated what we have now she feels is okay but developers are saying if they could go to a higher number they could do the numbers for continuous on-site management.
Mr. West talked about the Walnut Ridge development and talked about the difficulty we have in quantifying the income levels and talked about what was promised when Walnut Ridge was approved and what we have in that location.  Ms. Breazeale pointed out you have to base the criteria on some type financials but they don’t guarantee who will live in the projects.  She pointed out the last couple of projects that came through in Priority I and II areas the City Council did approve, so they thought that they followed the City Council’s lead as it relates to tax exempt and 4% tax credit projects.  Mr. West again expressed concern about not being able to quantify who lives in the developments and if it is the income levels are what were proposed initially.  The difficulty in defining on the front end what type tenants or homeowners will be in a development was discussed.
Harvey Marshall stated from the developer’s side, in tax credit projects, it is difficult to put together the financing for 50 units only.  He talked about developments in Durham with one portion consisting of 126 units and a senior citizens’ complex next door of 48 units.  He stated there have been no problems there.  He again talked about the problems of putting together the financing for a 50 unit development.  He stated he hopes the Council does not put all of the different types of developments in the same basket.  Mr. West pointed out we seem to have certain areas of the City that have an over concentration.  He asked about disincentives for putting developments in those areas.  He stated may be we not only want to not encourage developments in Priority IV but make it harder for them to go there.  Mr. Marshall pointed out the scattered site policy does not seem to be working well in Raleigh.  He talked about his efforts to get high end projects in certain areas and the difficulty encountered from the neighborhoods.  He stated if we had a true scattered site policy then we would have built Hilburn but the City Council did not approve that project.  After other discussions on the pros and cons of having the same criteria for each priority area and each type project the Committee agreed to retain the existing policy of 50 units per site in all priority areas with the understanding that in Priority areas I and II, a development could go to 80 units with on-site management.
Definition of Assisted Housing.  It was pointed out the proposed draft defines assisted housing as any housing project with public financial assistance including federal, state or city financing.  After brief discussion relative to the comments that were received, it was agreed to go with the proposed draft which means the policy would cover all bond funded projects as well as 4% financing.

Information Basis and Criteria.  The next item of concern related to information basis and criteria for defining priority areas.  The existing policy uses racial concentration and income statistics as a basis for defining priority areas.  The proposed policy has four priority areas based on factors such as areas that are experiencing growth, proximity to retail and office development, and percentages of minority or low income residents.
Discussion took place on the comments that were received.  Why census tracts were used in defining the existing priority areas and HUD guidelines were talked about.  Minority population and low income and taking that and having it compared to census tract information show a pretty good approximation.  If we eliminate minority from the criteria and whether that would lose something and how staff came about their recommendation was talked about.  The criteria being proposed and how that was developed was talked about.  Michelle Grant pointed out the various areas.  By general consensus, the Committee agreed to go with staff’s recommendation.

Housing Rehabilitation.  The proposed policy would keep in tact the size limitation for assisted housing projects rehabilitated with moderate or substantial rehab funds from Federal, State or local funds to 50 units per acre.  The size limitation would not apply to rehab projects that exclusively serve elderly or handicapped households, existing projects which are publicly owned or managed or are assisted by other public service subsidies and projects located in redevelopment areas.  The number of rehab projects we have had and their size was talked about briefly.  The Committee, by general consensus, agreed to keep the 50 units per site in place with the exception that in priority areas I and II it could go to 80 units per site with on-site management.

Assisted Housing Ranking Criteria.  The last major change related to assisted housing ranking criteria.  The ranking criterion which evaluates competing proposals utilizes four criteria.  Locations of assisted units, transportation access, location in Priority I or II areas and zoning.  Staff has recommended that this should be amended to incorporate project design and amenities and management (points given to presence of on-site manager).  Without discussion, the Committee agreed to that amendment.
Mayor Meeker moved approval of the policy as revised today.  His motion was seconded by Mr. West and put to a vote which passed unanimously.

Real Estate – Nonprofit Joint Venture Proposals.  Community Development Director Breazeale went over the information on the nonprofit joint venture proposals for FY2002-03 (copy attached).  Mr. West questioned if Meadowcreek had not already been approved with Ms. Breazeale pointing out the site plan has been approved but this is for a loan. The project is underway.  She explained each of the proposals, their location, etc.  Mr. West questioned the recommendation to deny the Passage Home – Weed and Seed.  Ms. Breazeale pointed out this is a very difficult neighborhood and it would be hard to find homeowners to purchase the properties at this point.  She stated she feels we need to get further along with implementation of the plan.  She stated right now there is a lot of rental property and crime in the area and it is felt it would be a difficult area.  Mr. West stated he is glad to hear there is some long term initiative to address some of these problems.  He talked about the situation on Carver Street pointing out there was some discussion about that being so difficult or such a bad market that the City did not want to move forward at this point.  He stated the irony is, if we do not get into those areas and get them stabilized nothing is going to change.  He stated he would tend to agree with the recommendation but he does not want us to forget about home ownership.  He talked about the Brown/Birch property.  Mr. West also talked about Habitat For Humanity and the number of houses they are working on already.  He questioned if we know how many houses Habitat is working on outside of our area.
Gregg Kirkpatrick pointed out they are doing projects in Cary, Fuquay-Varina and all over the area.  He stated admittedly they are doing more projects in Southeast Raleigh as the land is more affordable.  He stated they are looking at a project near Adventure Landing for some 20 units.  He stated they look for opportunities in all areas particular Priority I and II.  Mayor Meeker questioned if there had been any comments or outreach to the residents in the Rose Lane area.  Mr. Kirkpatrick pointed out there was a lot of outreach to the community in the Biltmore Hills Project.  He stated however, in the Rose Lane area, the property they are looking at is pretty much isolated from any community.  Mayor Meeker stated he would provide Mr. Kirkpatrick with a couple of names to contact relative to the Rose Lane.  Mr. Kirkpatrick stated they do everything possible to make their projects or developments consistent with this surrounding neighborhood.
Mayor Meeker moved approval of the recommendations as outlined by staff.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.

Tyler Toulon questioned the recommendation for denial of the Dowling Road Subdivision.  He stated that would be market rate and the community would really like to see that.  Ms. Breazeale pointed out the project is not ready.  There are no sponsors at this point.  She stated the City did not want to commit the money until the project is ready to go pointing out Habitat had been advised to reapply next year.
Real Estate – Atlantic Avenue Lease Proposal.  City Manager Allen pointed out Committee members received in their agenda packet a copy of the lease agreement for 4501 Atlantic Avenue for District 23 Police Stationhouse.  He pointed out this is a recommendation for a lease for space for a period of seven years as outlined in the letter of intent which was supplied to the Committee at the last meeting.  He stated this just formalizes the letter of intent into a formal lease agreement.  Ms. Cowell moved approval.  Her motion was seconded by Mr. West and put to a vote which passed unanimously.

CLOSED SESSION

Mayor Meeker stated a motion is in order to enter closed session pursuant to G.S. 143-318.11(a)(5) for the purpose of instructing city staff concerning negotiations for properties in the following areas:  1) Watkins Road area park site search, 2) Southeast Raleigh Area Neighborhood Park, and 3) Space Study update.  Mayor Meeker moved approval of the motion as read.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.  The Committee went into closed session at 12:40 p.m.  Minutes of that section of the meeting will be covered in a separate set.

Gail G. Smith

City Clerk
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BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE AGENDA ITEM

To:

City Manager

From:

Community Development Director

RE: 

Scattered-Site Policy

Date:

April 14, 2003

 

The City received seven written comments prior to the April 1 public hearing.  In addition seven presenters spoke at the public hearing.  Three of these submitted written statements.  Staff has reviewed the comments and the following 5 issues have generated the most comments and requests for clarification prior to adoption of the proposed Policy. 

 

1.  Size limitation.  Existing policy limits family units to 50 units per site.  The proposed policy would make an exception for projects that receive tax-exempt bond financing and a 4% tax credit may include up to 100 units if the units are located in a Priority I or Priority II area. 
 

Comments:

There were 6 comments on this issue.   Three comments were received to increase the unit size limitation, one requested clarification on bond financed projects and two comments were received against the proposed unit size increase.

·  DHIC recommended 80 units to allow on - site management.  DHIC also commented that the 50 unit limit on rehabilitation of existing stock was to limiting; 

·  Fred Mills requested up to 100 units, if project mixed income groups considered to be low and moderate (up to 80% of median income); 

· Raleigh Housing Authority stated that that the 50 unit limit would conflict with the HOPE VI projects, in that 60 public housing units are proposed to be rebuilt (reduced down from 318 units) at Halifax Court, and 85 public housing units are proposed to be rebuilt at the Chavis Heights project.  RHA requests that the downsizing of public housing be specifically addressed in the Scattered Site Policy

One commenter requested clarification:

· Mary Nash Rusher requested clarification to proposed draft so that it was clear whether or not bond financed projects without tax credits are included as part of policy. The City received two comments requesting that the 50 unit limit stay as stated in existing policy.

Two comments were received against increasing the number of units. 

· Julie Shea Graw supported the existing 50 unit limit. 

· The Southeast Raleigh Assembly Housing Committee recommended that there be no exception to the 50 unit maximum limit, even for tax exempt bond funded projects in Priority One and Priority Two areas.

Staff Comments:

The need to increase the number of units per site was cited more frequently by developers of affordable housing.  Comments indicated that increasing the number of units would permit on-site management and allow greater flexibility, especially in the development of mixed-income housing.  Opponents to increasing the number of units cited the potential for increased neighborhood opposition to affordable housing developments.   Council may wish to consider a tiered approach to allow for a larger number of units in Priority I or II areas with bonuses given for design and landscaping features as mentioned by one commenter.  

2.  Definition of Assisted Housing.  Proposed draft defines "assisted housing" as "any housing project with public financial assistance including federal, state or city financing.  examples include HOME-funded projects, HOPE IV projects or projects developed with federal or state low income tax credits." 
 

Comments:  

· Mary Nash Rusher stated that the definition is not clear with respect to bond funded projects without tax credits.

· David Cristeal suggested adding projects funded through Wake County to the definition of assisted housing.  This would assure that Wake County’s funding recommendations are consistent with Raleigh’s policies. 

 

 3.  Information basis and criteria for defining priority areas.  The existing policy uses racial concentration and income statistics as basis for defining priority areas.   The proposed policy has 4 Priority areas based on factors such as: areas which are experiencing growth, proximity to retail and office development and percentages of minority or low-income residents.  The City received 4 comments on this issue.  
 

Comments:
· DHIC recommends that priority areas should be based on measures of social and economic status and the concentration of other assisted housing complexes. 

· Wake County recommended eliminating racial data as a basis for the priority areas, and instead using census indicators such as rental rates, housing conditions, overcrowded housing conditions, and high rent/high mortgage burdens. 

· Southeast Raleigh Assembly Housing Committee requested that the priority areas align more clearly with the census data from the 2000 Census, and that the appropriateness of all the priority areas should be further reviewed.  Specifically the Committee recommends 1) that the Northeast area become a Priority Two area due to higher concentration of racially mixed minority; and 2) that the Southeast area, outside the Beltline and in the ETJ, be classified as a Priority Four Area to protect against concentrations of assisted living facilities.  However, if this area is designated a Priority Four Area it may deter market rate development. 

· Wake Housing and Homeless Coalition recommends that concentrations of minority and low income not be criteria considered for lower priority area designation since this creates barriers to the development of affordable housing, and assumes that affordable rental housing is a detriment to low-income and minority neighborhoods.

Staff Comments:

Information basis and criteria for defining Priority Areas.  Based on the 2000 census, there are noticeable changes in several census tracks in Priority I areas which may necessitate downgrading them to Priority II areas.  These include census tracts 527.04 and 540.08 in the Northeast Planning District which are minority concentrated and low-income.    Furthermore, the Northeast Planning District shows that the vast majority of census tracts are now racially-mixed.  There are also tracts in the North and North Hills Planning District which are also racially-mixed based on the 2000 census. 

Criteria for Designation of Priority Areas:  Several comments were received to eliminate the use of race from assigning Priority Areas.  The Scattered-site policy is based on areas of minority and low-income households.  This developed from HUD guidelines (Site and Neighborhood Standards) that affordable housing not be solely concentrated in minority and low income communities.  Racial and income data is also verifiable based on information obtained by the US Census.  It was felt that the use of census information was the most accurate method to assess changes in population and would provide an objective source of information on which to recommend future changes.  The use of other factors such as rent and ownership ratios and condition of the housing stock are not easy to track.     

4. Housing Rehabilitation.  The proposed policy will keep intact, the size limitation for assisted housing projects rehabilitated with moderate or substantial rehab funds from federal, state or local funds to fifty (50) units per site.  The size limitation will not apply to rehab projects that exclusively serve elderly or handicapped households;  existing projects which are publicly owned or managed or are assisted by other public subsidies and projects located in redevelopment areas.   The City received two comments on this issue.  

Comments: 

· Mary Nash Rushner questioned the rationale for limiting the number of rehabilitations to 50 units per site. Her comments also suggested that the definition of “assisted by other public subsidies” include examples that may include Section 8 certificates, vouchers, and existing HUD insured mortgages.  Her comments also requested that additional wording be added to clarify that rehabilitation projects located in redevelopment areas are not subject to the scattered-site policy.

· DHIC stated that the size limitation on rehabilitation projects as too small and noted that there may be worthy rehabilitation projects that are larger than 50 units.

Staff Comments:  The current policy on rehabilitation should be maintained, with Council approving any requests for exemptions to the unit size limitation.  This will allow projects which are larger than 50 units to be approved on a case by case basis.  There is no size restriction on units located in redevelopment areas.  

5.  Assisted Housing Ranking Criteria.  The ranking criteria which evaluates competing proposals utilizes four criteria.  These include:  Location of Existing Assisted Units; Transportation Access; Location in Priority I or II areas and Zoning.   Four comments were received on this item.

Comments:

· Mary Nash Rushner indicated that the ranking criteria was not clear and requested procedures that a developer might use to obtain a score be included.  Her comments suggested that in a bond project, it is not clear at what point in the process the City would be prepared to review the proposed development and assign it a ranking.  She also commented on clarifying some of the language to make it more consistent.

· Hilda Highfill also requested clarifying language in this section.  

· DHIC requested clarification on what is meant by transportation services

· Julie Shea Graw indicated that some priority should be given to affordable housing in Council adopted master plans.  Also affordable housing developments built to exceptional design standards such as significant preservation of trees, open space, unique architectural detailing should receive a bonus or upgraded priority ranking. 

Staff Comments: Staff will review this item and suggest further modifications to include other items such as design features.  

Other Comments Received

In addition to these 5 primary issues, several comments raised individual issues.  These are as follows:

· Definition of elderly housing.  One commenter recommended the age for elderly housing from 62 to 55.

· Rationale for excluding elderly housing from the scattered-site policy but not housing for people with disabilities

· Concerns that minority concentrated census tracks to 60% and above from 32.8% represented a large jump and questioned if 50% would be more reasonable.   

· Policy should focus only on incomes at 30% or lower income. 

Date:

April 21, 2003








Subject:
BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE ITEM:  Information on the Non-Profit Joint Venture Proposals for FY 2002-2003

WHAT IS REQUESTED

A. APPROVAL to designate the following non-profit agency as a Community Housing Development Organization (CHDO):

1. Glory to Glory House of Refuge

B. APPROVAL to fund the following affordable housing proposals totaling $1,841,800 to assist:

· 69 first time homebuyers earning at or below 80% of median income

· 10 women with special needs earning at or below 30% of median income

· 6 homeless families earning at or below 40% of median income

Homeownership

1.  DHIC – Meadowcreek 

27 Single Family Houses
$486,000


Subdivision



2.  Habitat for Humanity - Rose
42 Single Family Houses
$840,000


Lane Subdivision

Rental

3. Glory to Glory House of Refuge  
1 House – 10 beds

$240,000

4.  Passage Home - Mathews

6 Family Units

$275,800


House





TOTAL



$1,841,800

C.  DENIAL of the following affordable housing proposals: 

Homeownership

1.  Passage Home – Weed & Seed
2 Duplexes (4 units)
 
$588,952

2.  Habitat for Humanity – Dowling 
70 single family homes
$171,429


Road Subdivision



D. UPDATE of the following affordable housing proposals:

Rental

1. Mission House for Women

1 House – 6 beds

$140,000

BACKGROUND:

Program Description: In response to a Request for Proposals (RFP) directed specifically to non-profit agencies, the City received five applications for an allocation of the City’s HOME, CHDO*, and bond funds.  The organizations were invited to submit proposals creating affordable homeownership or rental opportunities for low and moderate-income persons.  Proposals were solicited for new construction and the acquisition and/or rehabilitation of existing properties.  During this same time period, five applications were received in response to a Neighborhood Revitalization RFP, also directed to non-profit agencies, for an allocation of $175,000 in CDBG funds for neighborhood revitalization projects.  Two of the proposals submitted in response to the Neighborhood Revitalization RFP better fit the criteria of the Non-Profit Joint Venture RFP; thus, a total of 7 proposals were evaluated.

*Council must designate an agency a CHDO before it can receive any CHDO set-aside funds.  The City is required to set-aside 15% of its HOME allocation for CHDOs, which are special nonprofits that meet certain criteria and perform affordable housing activities.

Fund Availability: U.S. Department of Housing and Urban Development HOME funds, HOME CHDO, City bond and City funded HOME-match funds are available to fund these projects.  Approval of these projects will involve commitment of fiscal years 02/03, 03/04, and 04/05 HOME and bond funds allocation. 

Evaluation Process: Staff has evaluated the applications and scored the proposals according to criteria listed in the Request for Proposals.  Please see Attachment A for scores.  

Evaluation Criteria  

1. City Participation – 10 points.  The proposal will be ranked as to the need for City funding, the reasonableness of the project costs, and the leveraging of City funds.   

2. Development Quality – 30 points.  Projects will be rated on the quality of the project design, material selection and architectural appeal and site considerations and suitability.  The design compatibility with the surrounding environment/neighborhood will also be a consideration. 

3. Development Team – 30 points.  The capacity and experience of the development and management team will be considered.  They must demonstrate prior successful experience with comparable size and type projects.  The financial capacity of the developer to complete the project will be looked at along with the property management experience of the management team. 

4. Proposal Impact – 30 points.  Preference will be given to projects that will remain affordable for a longer period.  Minimum of 15 years required.

DESCRIPTION OF PROJECTS RECOMMENDED FOR FUNDING:
1. Meadowcreek Subdivision:  DHIC requests $486,000 in City funds to be set-aside for 27 second mortgages for this 68 single-family home subdivision.  The second mortgages would have the same restrictions and guidelines as the City’s existing second mortgage program.  Houses in the development will be sold for between $105,000 and $145,000; however, the eligible houses and lots would be required to be sold for $120,000 or less to be consistent with the existing loan program.  Some of the houses in the subdivision would also be sold to moderate-income families.  Only the houses sold to individuals and families making 80% or less of the Area Median Income would be eligible for City second mortgage funding.  All houses would be at least 3BR/2BA.  A Market Study was completed on the development, which showed a market for this type of housing.   

Population to Be Served: Twenty-seven (27) low and moderate-income first time homebuyers earning less than 80% of the median income will be the beneficiaries of this City assistance.

Location:  The site is located on 17 acres of land on Royal Pines Drive off of Raleigh Boulevard in one the City’s low-income census tracts.  The subdivision is close to shopping and a bus stop and is located beside two City funded affordable housing developments, Royal Pines and Ivy Hills, as well as another elderly affordable housing development named Pine Hills.  This homeownership development project is exempt from the scattered site policy.      

Funding:  The funding requested is as follows:




Funding Amt

Fiscal Year



$72,000

02/03





$252,000

03/04




$162,000

04/05

TOTAL COST
$486,000




Underwriting:

Loan to Value Ratio:  Loan commitment of second mortgages to potential homebuyers would be pending receipt of an adequate appraisal in which the loan to value is at most 100%.

Credit:  Borrowers must have satisfactory credit for the previous 12 months.  

First Mortgage:  Underwriting would be performed and the first mortgage would be funded by one of the City’s five approved lenders.

Development Team:  The City has completed several projects with DHIC.  This particular non-profit has 8 loans with the City.  All loans are current to date.  

Loan Terms:  Maximum second mortgage amount of $20,000.  Principal payments of $25/month for years 1-5; Years 6-30 amortized at 4%.    

Recommendation:  Staff recommends committing $486,000 of bond funds for second mortgages.  This funding would be allocated over fiscal years 02/03, 03/04, and 04/05, as noted above in the funding section.           

2. Rose Lane:  Habitat for Humanity of Wake County requests $840,000 in City funds for infrastructure development, land, and development costs for 42 single-family houses for homeownership to individuals and families.  The City would be in a first lien position.  The construction loan would have a term of five years. Upon the sale of each home, the principal balance would be reduced by $20,000 and that amount transferred to the homebuyer in the form of a second mortgage.

Population to Be Served: Forty-two (42) low-income first time homebuyers earning less than 50% of median income would be the beneficiaries of this City assistance.  

Location:  The site is located on almost 11 acres of land at the end of Rose Lane in southeast Raleigh.  This homeownership development project is exempt from the scattered site policy.    

Funding:  The funding for the project can be summarized as follows:


Construction Funding

Total 

Per Unit
% of Total 
FY

City of Raleigh (2%)

$500,000




02/03






$340,000




03/04


Total



$840,000
$20,000
26.95


Predevelopment Grant
$180,000
$4,286

  5.77


Construction Grants

$2,097,000
$49,929
67.28  

TOTAL COST

$3,117,000
$74,214
100.00


Mortgage Funding


Total


% of Total

Habitat Loan



$47,500

64.00


City of Raleigh Loan


$20,000

26.95


Grant




$6,714


9.05



TOTAL COST


$74,214

100.00


Underwriting:

Development Team:  Habitat for Humanity of Wake County has produced almost 200 homes in Wake County for low-income families.  Last year the City funded a Habitat subdivision called Biltmore Trace and recently awarded the development of 2 lots on Martin Street. 

Loan Terms:  Construction loan of $840,000 at 2% for 5 years; Second mortgages of $20,000 at 0% over 20 years.  
Recommendation: Staff recommends committing $840,000 of bond funds at 2% for 5 years in the form of a development loan.  Funding would be allocated over fiscal years 02/03 and 03/04, as noted above in the funding section.  The amount that is transferred to the homebuyers in the form of second mortgages may involve the commitment of 03/04 and 04/05 HOME funds allocation. 

3. Glory to Glory House of Refuge: Glory to Glory submitted two applications for rehabilitation assistance for its transitional housing program for women living with HIV/AIDS, substance abuse, and mental health issues.  One was submitted in response to the Neighborhood Revitalization RFP requesting $90,613 and one in response to this RFP requesting $176,337.  The agency currently rents from a private landlord and must find permanent housing for its program.  The agency has purchased a house at 1700 Carson Street and has obtained a three-year acquisition bridge loan.  Moving the program to Carson Street will allow the agency to expand its program to serve ten women and to create a facility that better meets the needs of the program.  

Population To Be Served: Ten (10) very low-income women living with HIV/AIDS, substance abuse, and mental health issues earning less than 30% of the median income would be the beneficiaries of this City assistance.  On average, these women stay in the program approximately 10 months.  

Location: The site is located on .35 acres at 1700 Carson Street in King Peter Park near Five Points.  This is in Priority 2 area and is less than the 50-unit maximum.  

Funding: The funding is as follows:


Source



Amount

% of Total Cost


City of Raleigh

$240,000


68%



Wake County


$37,890


11%


HOPWA Grant – 2002
$40,000


11%


HOPWA Grant – 2003 
$20,000


6%


GGHR Equity


$15,000


4%

Total



$352,890


100%

Underwriting:

Loan to Value Ratio: 92% of the “as-is” appraised value

Debt Coverage Ratio: 1.17 (meets minimum requirement of 1.15) 

Developer Experience/Financial Strength: Glory to Glory is a community-based organization that was founded in June 1998 by Angela Ferrell, a social services case manager with 14 years of experience in homeless, HIV/AIDS and substance abuse support services.  GGHR has demonstrated experience in property management and has adequate financial systems in place to manage its funding.  The organization completed its first housing development in June 2001 in which it was involved in the design and supervision of the rehabilitation.  

Loan Terms: Loan of $240,000, evidenced by a Promissory Note and Deed of Trust securing a first lien position, at 0% with monthly principal payments of $666.67.

Recommendation: Staff recommends committing $240,000 of CHDO funds with the terms set forth above.  The funds would pay off the bridge loan that was obtained to acquire the property.

4. Mathew’s House:  Passage Home requests $275,800 in CHDO funds for purchase and moderate rehabilitation of 6 affordable units for homeless families. The City would be in a first lien position.  The project will provide 5 2BR/2BA units and 1 2BR/1.5BA townhouse.  There are a total of 32 units in the development.  Passage Home currently owns 8 of the units.  This additional 6 would give them a total of 14 units.   

Population To Be Served: Six (6) very-low income homeless families earning less than 40% of the median income will be the beneficiaries of this City assistance.

Location: The site is located in the Franklin Woods subdivision off of Spring Forest Road.  This is in a Priority 1 area and the project is less than the 50-unit maximum.

Funding: The funding for the project is as follows:


Source


Amount

% of Total Cost


City of Raleigh
$275,800


52%


Wake County

$255,000


48%

Total


$530,800


100%

Underwriting:

Loan To Value Ratio: 54% of the as-is appraised value

Debt Coverage Ratio: 1.30 (meets minimum requirement of 1.15)

Developer Experience/Financial Strength: The City has worked with Passage Home on several projects in the City and recently awarded Passage Home $160,000 for rehabilitation assistance with the Raleigh Community and Safety Club Building in the South Park Redevelopment Area.  The four outstanding loans are satisfactory.

Loan Terms: Loan of $275,800, evidenced by a Promissory Note and Deed of Trust securing a first lien position, at 0% with monthly principal payments of $766.11

Recommendation: Staff recommends committing $275,800 of CHDO funds, with the terms set forth above, to acquire the units.

DESCRIPTION OF PROJECTS RECOMMENDED FOR DENIAL/DEFERRED

1. Weed and Seed:  Passage Home requests $588,952 in City funding for 2 duplexes (4 units) for homeownership at the corner of Bragg Street and South Bloodworth Street in the South Park Redevelopment Area.  The proposed use of funds is $508,952 for construction and development of the four units and $80,000 for second mortgage financing for the homeowners.  The project would provide 2 2BR/1.5BA town homes and 2 3BR/2.5BA town homes affordable to families making less than 80% of area median income.  Passage Home has obtained a loan of $140,000 from McCauley Institute to purchase the property for this project.

Location:  The site is located at 400, 402, 404 and 406 Bragg Street and 1201 South Bloodworth Street in the City’s Southpark Redevelopment Area.  There are currently two single-family homes and one commercial building located on the proposed site that would be demolished.  This homeownership development project is exempt from the scattered site policy.
Funding:  The funding for the project can be summarized as follows:


Construction Funding

Total 

Per House

% of Total Costs

McCauley Institute

$140,000
$35,000

27.51


City of Raleigh

$368,952
$92,238

72.49



TOTAL COST

$508,952
$127,238

100.00


Borrower Financing

Total

% of Total Costs



Private Lender


$70,000
54.69



City of Raleigh

$20,000
15.63


Other



$35,000
27.34


Homebuyer


$1,500

1.17


Seller Paid Closing Costs
$1,500

1.17

TOTAL COST

$128,000
100.00

Underwriting:

Loan to Value Ratio:  Sales price of $125,000 does not cover development cost of $127,238 per unit.  Also, borrower’s contribution and seller’s contribution to closing costs will not cover proposed closing costs.  Loan commitment would be pending receipt of an adequate appraisal in which the loan to value is at most 95%.

Developer Experience/Financial Strength:  The City has worked with Passage Home on several projects in the City of Raleigh.  

Loan Terms:  Second mortgage of $368,952 at 2% for 5 years.  Second mortgages would have similar terms as the City’s second mortgage program.  
Recommendation: Staff recommends denial for the following reasons:

1) Purchase Price Limit – in order to qualify for the City’s second mortgage loan program, the sales price for new construction cannot exceed $120,000.  The sales price for proposed duplexes exceeds the maximum by $5,000.  

2) Given the current neighborhood and type of house, it is unlikely that the units would appraise for the amount of the sales price or that eligible homebuyers would be found for that area that can afford the proposed mortgages.      

3) The project cost of $127,238 per unit is high in comparison to similar projects, particularly considering that the units are 2BR and 3BR duplexes.

2. Dowling Road Subdivision:  Habitat for Humanity of Wake County has requested $171,429 in City funding for the purchase of 20 lots in a 70-home subdivision for homeownership.  The entire project would provide 70 homes for homeownership.  Habitat proposes to make a mixed-use site out of this by building 30 homes for low-income homeowners earning less than 60% of the median income and seeking a private or non-profit partner to build the remaining 40 homes for market rate housing.  

Recommendation:  Re-apply In Next Funding Cycle

 Habitat has already purchased the site for the Dowling Road subdivision for $600,000 but is not scheduled to start work on the site until February 2004.  Therefore, it is recommended that Habitat reapply next year when the project is likely to move forward and other public and/or private financing has been secured as well as a private or non-profit partner.

DESCRIPTION OF PROJECTS STILL UNDER REVIEW

1. Mission House for Women:  Mission House for Women requests $140,000 in City funds for the purchase of a 4 BR single family house that would provide rehabilitative services through structured, supportive transitional housing for six very low-income drug dependent women.  The City would be in a first lien position.  

Location:  This site is located at 5901 Periwinkle Court in North Raleigh.  This is in Priority 1 area and is less than the 50-unit maximum.

Recommendation: Hold for further information
The application is still being reviewed and pending additional information. 
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