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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Monday, October 27, 2003, at 11:00 a.m. in Room 201, of the Raleigh Municipal Building, 222 West Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present.
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     City Manager Allen
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     City Attorney McCormick

Mr. Odom



     Assistant City Manager Wray
Mr. West



     Transportation Director Beckom







     Transit Administrator Halperin


Also Present:


Mr. Hunt – part of meeting

     Administrative Services Director Prosser








     Community Development Director Grant

Mayor Meeker called the meeting to order indicating this is probably next to the last Committee meeting of this group.  He expressed appreciation to all for their good attendance and hard work.

Item #99-17 – Southeast Raleigh Economic Development.  City Manager Allen pointed out the Committee had asked that this item be placed on this agenda to consider appointment of new co-chairs of the Southeast Raleigh Assembly.  Mr. West stated the group is about 99.5% of the way to getting the new chairs named.  Assistant City Manager Wray pointed out Stanley Greene, CEO at Mechanics and Farmers Bank has agreed to serve as co-chair.  Mayor Meeker pointed out he had been talking with Gregg Hatem about serving as co-chair.  Mayor Meeker stated instead of moving forward with making that recommendation, he would try to set up a meeting with the two gentlemen mentioned Mr. West himself to get them up to speed and have further discussions with them and then a recommendation could be made to Council.

Item #01-74 – CP-11-03 – Transportation Systems Planned Amendment.  City Manager Allen pointed out the Committee has before it a pretty significant plan.  There are recommendations relating to change of routes, formulas, and additional staff at some point in time.  He stated information includes a service impact summary.  He pointed out this plan is budget neutral for FY2004.  There are some changes but they are budget neutral.  After that, there are some significant increases budget wise.  He pointed out however just because something is a part of the Comprehensive Plan doesn’t mean that the Council has to budget for the items.  It is a City Council decision and this is a planning tool.

Mayor Meeker questioned if the Committee should recommend adoption of the plan but make it clear that the City does not have the funds to implement the plan at this point.  He stated we are looking at and hoping for some additional source of funds as it relates to our transit system.  The other issue is that there is going to be a public hearing on November 5 on the bus consolidation proposal.  That issue may affect the Raleigh Transit System years out if it is decide to move forth with the consolidation plan.  He stated if CP-11 is adopted, he feels that we should make some note of the proposed bus consolidation issue.  Mr. Odom suggested waiting until after the public hearing before taking action on this issue.

Mr. West stated he has been getting a number of calls regarding the plan and he feels the plan is headed in the right direction but may be there may be comments at the public hearing that will re-enforce this issue pointing out he is talking about people who are system depended for their work, transportation, etc.  He stated that has to be taken into consideration.  Mayor Meeker agreed pointing out we also have to think about the system employees.  We do need to look at the cost of this system.  He stated there is a possibility that if we go with the bus consolidation plan the service would be better coordinated and provide a higher quality of service.  He suggested holding this issue until after the public hearing on the bus consolidation proposal.  In response to questioning from Mr. Odom, Transit Division employees indicated there would be no problem with holding CP-11 at this point.

Mayor Meeker pointed out we do have the public hearing on November 5 and it would be up to the Council as to whether it wants to consider the bus consolidation at that point or have a work session to spend more time on it.  Mr. West stated once we hear the comments, a decision could be made as to how to proceed.  Mr. Odom stated as he understands the public hearing would tell us whether people think consolidation of the bus system is a good idea but implementation is a different issue.

In response to questioning, it was pointed out at the public hearing the Council would receive public comment, the consultant’s report and a recommendation from the Transit Authority.  In terms of possible implementation of the report that would be a four or more year work program.  It will be an extended process with a lot of decision points along the way.

Real Estate – City-Owned Residential Property Management.  City Manager Allen stated Administration had hoped to be ready to make a report at this time but a little more time is needed.  He stated there have been some discussions over the past two weeks but he is not ready to make a recommendation.  He hopes to bring a report back in two weeks.

Real Estate – CD Rehabilitation Programs.  City Manager Allen pointed out the City is doing some concentrated code enforcement programs and in connection with that the Community Development Department has reviewed its existing rehab program to address the consequences of a repair or demolish order.  He pointed out we utilize Community Development Block Grants, HOME and bond funds and it is felt that if we could accommodate some changes to address a number of issues, it would be more efficient.  He stated staff had created a matrix to show the existing programs and recommended changes as follows.
1) Approval of our recommendation to add a “Limited Repair Program” to our existing Emergency Repair Program.  The terms and conditions of the proposed program are set forth in Exhibit A.  Highlights of the proposed program are as follows:

· Utilize CDBG funds in addition to mortgage revenue bond funds

· Increase maximum repair cost limit from $4,000 to $5,000

· Remove minimum age requirement of 55 years of age or older

2) Approval of our recommended changes to our existing Elderly Homeowner Rehab Program.  The terms and conditions of the proposed changes are set forth in Exhibit B.  Highlights of the proposed changes are as follows:

· Increase the maximum loan from $25,000 to $35,000 

· Increase the maximum loan-to-value requirement from 95% to 100%

3) Approval of our recommended changes to our existing Homeowner Rehab Program.  The terms and conditions of the proposed changes are set forth in Exhibit C.  Highlights of the proposed changes are as follows:

· Provide deferred, non-interest bearing loans in lieu of 3% loans to eligible non-elderly homeowners who demonstrate an inability to repay the loan and remove “reasonable credit history” requirement

· Decrease interest rate from 3% to as low as 0% for eligible non-elderly homeowners who demonstrate some ability to repay the loan

BACKGROUND

In an effort to support the Concentrated Code Enforcement Program, CD reviewed its existing rehab program to address the consequences of a “repair or demolish” housing code revision.  Currently, assistance is provided to elderly homeowners in the form of a no interest, deferred payment loan and to non-elderly homeowners, who meet credit and other underwriting criteria, in the form of a 3% repaying loan.  The proposed changes address the following concerns that were noted in our assessment of our existing rehab programs: 

1) Homeowners who are cited for code violations would either not meet the minimum age requirement of 55 for the more favorable deferred payment loan program or would not meet the existing underwriting criteria (i.e. reasonable credit requirement) for the repaying loan program, thus would be forced to relocate.

2) All homes assisted through our existing rehab programs, except our emergency repair program for the elderly, must meet housing quality standards (HQS) upon the completion of the rehabilitation.  In other words, the rehab must correct existing and incipient code violations and should extend the life of the home 10-15 years.  We are proposing to utilize CDBG funds in a manner which we have not before, which allows us to fund emergency repairs on residences owned and occupied by low and moderate-income persons without having to meet HQS upon completion of project.

3) It is becoming increasingly difficult to satisfactorily rehab a property to housing quality standards for less than $25,000 due to rising costs in materials.

Exhibit A

City of Raleigh

Community Development Department

Emergency Repair Program

	Qualifications
	Existing
	Proposed Additional Program

	 
	 
	          for CD Target Areas

	 
	 
	 

	Purpose
	To assist qualified low-income homeowners with 
	No change

	 
	emergency repairs 
	 

	 
	 
	 

	Source of Funds
	Bond Funds
	CDBG

	 
	
	 

	Eligible Areas
	Homes must be located within the City limits of Raleigh
	Home must be located in a redevelopment area

	 
	
	 

	Eligible Projects
	Owner-occupied, single-family property in need of repairs
	Increase cost to repair limit to $5000

	 
	that meet the definition of emergency repairs (i.e. leaking
	 

	 
	roof, electrical, or plumbing problems).  The cost to repair
	 

	 
	cannot exceed $4,000.
	 

	 
	 
	 

	 
	
	 

	Eligible Candidates
	One homeowner living in the home must be at least
	Remove age requirement

	 
	55 years of age or physically challenged.  The property
	 

	 
	must be owner-occupied.  Household income cannot 
	 

	 
	exceed 50% of the area median income.  Current year
	 

	 
	property taxes must be paid prior to applying.
	 

	 
	
	 

	Maximum Qualifying
	1 in Household  $24,950         4 in Household  $35,650
	No change

	Income (50% AMI)
	2 in Household  $28,500         5 in Household  $38,500
	 

	 
	3 in Household  $32,100         6 in Household  $41,350
	 

	 
	
	 

	Repayment Terms
	Payment of the loan is deferred and payable only upon the
	No change

	 
	death of the borrower, change in ownership, or
	 

	 
	non-residency by borrower.
	 

	 
	
	 

	Applicant's Credit
	Not applicable
	No change

	History
	 
	 

	 
	 
	 

	Application Fee
	Not applicable 
	$25 non-refundable, which can be credited

	 
	 
	to closing costs

	
	
	


Exhibit B

City of Raleigh

Community Development Department

Elderly Homeowner Rehab Program

	Qualifications
	Existing Criteria
	Proposed Criteria

	 
	 
	 

	 
	
	 

	Purpose
	To assist qualified low-income homeowners with  
	No change

	 
	rehabilitating their homes to meet City of Raleigh
	 

	 
	Minimum Housing Code.
	 

	 
	
	 

	Source of Funds
	Home Funds
	No change

	 
	
	 

	Eligible Areas
	Redevelopment, Conservation, and/or approved 
	Preference is given to properties located

	 
	Census tract areas.
	in concentrated code enforcement areas

	 
	
	and to properties that have been cited for 

	 
	 
	code violations

	 
	
	 

	Eligible Properties
	Owner occupied, single-family property found to be 
	No change

	 
	in noncompliance with City minimum housing code.
	 

	 
	
	 

	 
	Owner must occupy the property as their principal
	No change

	 
	residence.
	 

	 
	
	 

	Eligible Candidates
	Current property taxes must be paid prior to applying.
	No change

	 
	
	 

	 
	Owner occupants who are 55 years of age or older 
	Increase minimum qualifying age to 62

	 
	or who are disabled.  
	 

	 
	
	 

	Maximum Qualifying 
	1 in Household  $24,950   4 in Household $35,650
	No change

	Income (50% AMI)
	2 in Household  $28,500   5 in Household $38,500
	 

	 
	3 in Household  $32,100   6 in Household $41,350
	 

	 
	 
	 

	Loan Description
	Loan amount: $25,000 Maximum, $1,000 Minimum
	Increase maximum loan up to $35,000

	 
	
	 

	 
	Maximum Loan to Value:  City loan plus any 
	Increase to 100%, provided that preexisting

	 
	preexisting loans cannot exceed 95% of value.
	mortgage on property, if applicable, is

	 
	 
	current and in good standing

	 
	
	 

	 
	Repayment Term: Loan is due and payable when 
	No change

	 
	home is sold or otherwise conveyed or upon death
	 

	 
	of borrower
	 

	 
	
	 

	 
	 
	 

	Applicant's Credit
	Not applicable 
	No change

	History
	 
	 

	Application Fee
	$0 
	No change


Exhibit C
City of Raleigh

Community Development Department

Homeowner Rehab Program

	Qualifications
	Existing
	Proposed

	 
	 
	 

	Purpose
	To assist qualified low- to moderate-income 
	No change

	 
	homeowners with rehabilitating their homes to 
	 

	 
	meet City of Raleigh Minimum Housing Code
	 

	 
	
	 

	Source of Funds
	Home Investment Partnerships
	No Change

	 
	("HOME") or Community Development
	 

	 
	Block Grant ("CDBG")
	 

	 
	
	 

	Eligible Properties
	Property must be located in designated
	Preference is given to properties

	 
	areas of the city (redevelopment,
	located in concentrated code 

	 
	conservation, rehabilitation, and approved
	enforcement areas and to properties

	 
	census tract areas).
	that have been cited for code violations.

	 
	
	 

	 
	Property must be purchased or presently
	No Change

	 
	occupied by a lower income individual or
	 

	 
	family that meets program income requirements
	 

	 
	
	 

	 
	Property must be borrower's principal 
	No Change

	 
	residence  upon completion of the project
	 

	 
	
	 

	Maximum Qualifying
	1 in Household $39,550  4 in Household $56,500
	No Change

	Income (80% AMI)
	2 in Household $45,200  5 in Household $61,000
	 

	 
	3 in Household $50,850  6 in Household $65,550
	 

	 
	
	Very low-income homeowners

	Repayment Terms
	Interest rate: 3%
	Deferred, non-interest bearing loan, 

	 
	
	provided that household income is at

	 
	
	or below $500 per month or housing  

	 
	
	expenses are greater than 30% of gross

	 
	
	income.  

	 
	
	 

	 
	
	Moderate-income homeowners

	 
	
	Interest rate:0%-3%, depending upon ability 

	 
	
	to pay, provided that housing expenses  

	 
	 
	do not exceed 30% of gross income

	 
	
	 

	 
	Maximum Loan to Value: 95% of after rehab
	City loan plus any preexisting loans 

	 
	appraised value
	cannot exceed  100% of tax value or

	 
	
	after rehab value, as determined by  

	 
	
	an appraisal.  Preexisting loans must be 

	 
	 
	current and in good standing.

	 
	
	 

	 
	Term: 30 Years
	Term: up to 20 Years

	Applicant's Credit
	
	 

	History
	Applicant should have reasonable credit history
	No change

	 
	 
	 

	Application Fee
	$10, nonrefundable
	$25, nonrefundable


Mayor Meeker stated as he understands this would give some additional flexibility.  We are talking about raising some of the limits, changing the terms of repayment, upping the amount of eligibility, etc.  Mr. West asked about Exhibit 3B3 increasing the age limit and how that would impact the number of people needing assistance.  Community Development Director Grant pointed out the City has other programs that can be used to accommodate homeowners up to the age of 62.  She stated this would make everything consistent.  This change would not be eliminating any potential homeowners.

Ms. Cowell pointed out she is strongly in favor of these programs and the changes.  We need to do whatever we can to help people stay where they are.  She questioned overall how much of the CD budget is used to assist rehab.  Community Development Director Grant pointed out we have some $150,000 carried forth and this year there is about $640,000 in the rehab budget and it is hoped with the change in the program the City will be able to utilize all of those funds.  She pointed out we have a new loan officer and hopefully that loan officer will be very proactive.  In response to questioning she pointed out CD has a budget of about $3.1 million and Rehab is a little over $700,000.

Ms. Cowell pointed out she recently heard about some programs in New York that have to do with old housing stock and churches involvement.  She questioned if we had any similar programs.  Ms. Grant pointed out CD works with World Changers, Christmas in April, Resources for Seniors and similar programs.  She stated she is meeting with the Community Services Director to look at other opportunities.  She stated most of our involvement with churches is the use of their volunteer labor.  City Manager Allen pointed out we have some $50,000 to $80,000 in that type program, most involve the City purchasing the materials and the church groups providing the labor.  Ms. Cowell moved approval of the changes in the program as outlined.  Her motion was seconded by Mr. West and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.

Item #01-75 Block A-21 Status Report.  City Manager Allen pointed out in 2002 the City Council authorized the sale of Block A-21 to DHIC for $625,000 at the same time $1 million in Joint Venture Rental Funds were reserved for the development.  DHIC was to apply for tax credits in early 2003.  Due to market conditions and changes in the North Carolina Housing Finance Agency, this did not occur.  The Council then granted a six month extension on February 2003 with the extension to run through August 2003.  DHIC is requesting another six months in order to apply for this round of tax credits.  City Manager Allen pointed out a number of things have happened in this area of the City and it may be that we need to go back through a small area plan process to see if we need to restructure what will go on this property.  He stated it is possible that the kind of units that are planned for the area need to be restructured, therefore Administration is suggesting that we deny the request for an extension and go back through the planning process to reevaluate what would be the best use of this property.  He pointed out DHIC is ready to move forward and have requested the extension.  He stated if they are going to continue, they will need to make the new application soon.  He stated the question before the Committee is does the Council want to continue working with DHIC or pull back and go through a small area planning process.  In response to questioning from Mayor Meeker, City Manager Allen stated he thought that would take some 4 to 6 months.
Mr. West pointed out he feels this issue is tied to a comment he made at the last Council meeting.  He talked about all of the activities in the downtown area, the downtown redevelopment efforts, Five in Five, proposed convention center, etc.  He stated we are talking about different strategies and explained he had made comments about how these strategies affect the older communities which are tied to the downtown area.  He stated he does not have any problems rethinking the strategies but at some point, even if we go through another small area plan, we have to think about the impact on the older communities.  He hopes we will take a close look at the communities in the area and make sure we maintain their historical and cultural character.  He stated we also have to think about the issue of displacement.  He stated he feels this particular proposal is tied back to the request from communities on the east side of our downtown area.  They have some expectations and need to be involved in any planning or redevelopment efforts.  He feels an affordable mixed use piece is essential to the whole area.
City Manager Allen pointed out staff feels they went through that process when the City Council decided to go with DHIC.  He pointed out affordable rental units are consistent with the plan.  He stated however there are other changes that are or have taken place in the area and he understands the importance for rental in this area.  He stated Council Member Hunt, on a number of occasions, has raised concerns about whether the City is competing with the private sector and City Manager Allen stated he does not think so in this market.  He stated he feels we have gone through the planning process to get to this point.  The question is whether we are still on target.
In response to questioning from Ms. Cowell, City Manager Allen indicated the changes he is talking about in the area are Livable Streets, Moore Square Middle School, the City has a more controlling interest in the Stone Warehouse and we haven’t decided how to use that, Shaw has a new president that has an interest in redevelopment activities, Progress Energy has started their project, etc.  He stated he feels we need to look at the mix of owner occupied and whether we have the right mix.  Mr. West pointed out his concern is that we do have the right balance and it seems to him that the project proposed by DHIC will help achieve that balance.

Gregg Warren, DHIC, stated his organization would like to move forward with the proposal.  He stated they have spent a fair amount of time at board meetings discussing whether this proposal is the best for the community and they feel that it is.  He talked about affordable housing in the downtown area and pointed out many of the people work in the downtown area.  He stated DHIC is committed to a quality design and they feel that now is the right time to move forward.  He stated they have assumed that there are certain redevelopment needs in the community and they feel this is a residential site.  He pointed out the City went through a very detailed planning process and their proposal is consistent with that plan.

Brief discussion took place on the time schedule as to when DHIC would need to have an answer to move forward.  Mr. Warren pointed out they would need an answer in two to three weeks to meet the time line for an August 2004 project.  He explained they have received a grant from Mechanics and Farmers Bank and they could lose that grant if they could not move forward with a tax credit application this year.

Assistant City Manager Wray pointed out about 30 years ago, DHIC was created to help people who more or less fell through the cracks.  We had Community Development, we had the Housing Authority but there were still people left out and DHIC was created to address that need and they do a good job.  He stated as far as Downtown Raleigh is concerned, we have to look at how we can make an area grow.  In order to make an area grow, you have to have folks that can afford to live in the area and have some disposal income.  We have worked long and hard on this area and we have to look for the best place to address the changes.  He pointed out when the City started assembling A-21 years ago, they talked about having small businesses back in the area but as the City moved forward with their plan they faced difficulty.  He talked about the work of Southeast Raleigh Improvement Commission in trying to identify businesses to go back into the area.  The people wanted a grocery store but it became very difficult to find businesses to go back into the area.  We have about one acre of land and we have to look at the best way to develop or deal with that land.  The City went through an elaborate process and determined a need to allow business, affordable housing and market rate housing.  He talked about the plan that is in place and how that planning process took place.  He stated however he believes that enough change has taken place that we must take the opportunity to look at the block again.  DHIC came back in to request an extension of time as the rules have changed and their proposal has changed.  He stated he feels that the area needs to be looked at again.  We need to re-look at the area and keep the faith with the people.  He stated this is a transitional area and it is going to be a significant area in the next 5 to 20 years and he feels we need to be very careful, take a second look, get some input and give the Council suggestions as to how to proceed.
Mr. West stated he does not fully disagree with Mr. Wray’s comments and asked what he meant by disposable income as it sounds like we will not be advocating the needed diversity in the area.  He questioned if we are talking about reexamining or if we have our minds made up.  Mr. Wray stated his definition of disposal income is to have income to cover more than the bare necessities, that is, to have money to go to a movie, restaurant, buy clothing, etc.  He stated what he has noticed is that many times we place people in houses and they have difficulty affording those houses and keeping them up.  They make just enough to stay up with the mortgage payments but do not have any income beyond that to put towards other amenities or maintenance.  He talked about the core of our downtown being almost closed or void after 5:00 p.m. because we do not have enough people with a disposal income to make business feasible.  Mr. West pointed out we are talking about the right mix.  He stated there are residents who are afraid that they are going to be pushed out and he has concerns about what kind of downtown we would have, will we have diversity explaining all of that needs to be factored in.  Assistant City Manager Wray pointed out we have to be careful how we try to reengineer our downtown and we should be mindful of the people who live there and protect their interest.

Mr. Odom reported downtown has changed over the last 10 to 12 years and even more so in the past 4 to 5 years.  He pointed out the City of Raleigh is getting ready to make one of the largest investments ever.  Progress Energy is making a huge investment.  Block A-21 has been around a long time and the plan has been in place for some time and he feels we need to re-look at the plan in light of what is happening.  Mr. West stated he would have to vote against re-looking at the plan.  Ms. Cowell talked about the need to have the mix of affordable and market rate housing.  She stated in this case the non-market rate housing has been reduced.  The type of housing being provided by Progress Energy was discussed.

Mr. Hunt arrives at the meeting.

Ms. Cowell stated she supports some affordable rental housing in the area.  Mr. Odom questioned if we have the numbers.  He stated he would like to see the numbers so we would know what type mix we do have or are anticipating.  He stated he does not feel that we are lacking in affordable housing in that area; he feels the need is in market rate housing.  Mayor Meeker pointed out the question before the Committee is whether to give DHIC more time for developing new plans.  Mr. Hunt pointed out he would support giving DHIC more time.  He stated there are substantial amount of retail and a substantial amount of market rental and some units for very low income.  He stated frankly 50% to 60% of what is planned is market rate housing and he feels we need market rate housing in this area, you need bodies, and you need people in the area.  Ms. Cowell moved that DHIC be granted an additional six-month extension.  Her motion was seconded by Mr. West and put to a vote which resulted in Mr. Odom voting in the negative.  The Mayor ruled the motion adopted.
Mayor Meeker stated he would encourage DHIC to keep tight with their schedule.  Community Development Director Grant indicated with the vote to move forward with DHIC she still feels the need for a planning process is extremely critical.  There are other proposals we need to investigate and she feels a planning process is critical.  After brief discussion, Mr. West moved that the Committee recommends that the Council ask DHIC to work with the City on a re-planning process.  His motion was seconded by Ms. Cowell and put to a vote which resulted in all members voting in the affirmative except Mr. Odom who voted in the negative.  The Mayor ruled the motion adopted.

CLOSED SESSION

Mayor Meeker stated a motion is in order to enter closed session pursuant to GS 143-318.11(a)(5) for the purpose of instructing City staff concerning negotiation for properties in the following areas:

1) Lake Ann area park search

2) Convention Center expansion land valuation

3) Potential Neuse River Wastewater Treatment Plant land addition

4) Land on Person Street

Mayor Meeker moved adoption of the motion as read.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the Committee went into closed session at 11:40 a.m.  Minutes of that section of the meeting will be covered in a separate set.

Gail G. Smith

City Clerk
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