Budget & Economic Development Committee

July 27, 2004


BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Tuesday, July 27, 2004, at 11:00 a.m. in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present:


Committee




Staff
Mayor Meeker, Presiding


City Manager Allen

Ms. Cowell




City Attorney McCormick

Mr. Isley




Community Development Director Grant
Mr. West




Construction Manager Baker






Convention Center Director Krupa






Assistant City Manager Prosser


Also Present

Mr. Hunt
Ms. Taliaferro

Mayor Meeker called the meeting to order and the following items were discussed with action taken as shown.
CHDO – Passage Home/Hollenden Place.  Committee members received the following information relative to CHDO RFP recommendation for funding.
WHAT IS REQUESTED

1. APPROVAL to award Passage Home, Inc. funds totaling $508,425, subject to the conditions outlined below, for the purchase of a 24 unit apartment building located at 4905 Hollenden Drive in order to house “Job’s Journey” and “Permanent Housing for Families” which will assist:
· Up to 13 families, earning at or below 40% of median income
, graduating from community transitional housing facilities

· Up to 20 men, earning at or below 40% of median income, transitioning from the Healing Place of Wake County

· 1 unit will be set aside for an on-site resident manager

A. Conditions

1. Satisfactory environmental assessment of site

2. Review and written approval of specifications and plans

3. Zoning approval for supportive housing

2. APPROVAL to transfer $406,740 from both HOME program income and HOME CHDO and $101,685 from City match funds to an expenditure account named “Hollenden Place”.

BACKGROUND:

In response to a Request for Proposals (RFP) directed specifically to the City’s Community Housing Development Organizations
 (CHDOs) the City received one proposal requesting an allocation of the City’s HOME/CHDO funds.  These 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.  

Fund Availability: CHDO funds and HOME program income are available to fund the Hollenden Place development. Approval of the project will involve commitment of CHDO funds from fiscal years 02/03 and 03/04 allocation. 

Evaluation Process:  In response to an RFP the Community Development Department issued, one loan application was submitted to the City of Raleigh.  Staff has evaluated the proposal according to criteria listed in the Request for Proposals and checked that the project meets threshold and is financially feasible.  

DESCRIPTION OF PROJECT:

Passage Home requests $508,425 to be leveraged with other public funds for the acquisition of 24 2-bedroom apartments to be known as Hollenden Place. The partners in this project are Passage Home and The Healing Place of Wake County.  Passage Home will develop and manage the housing.  Both agencies have years of experience serving these populations.

Population To Be Served: This project will serve up to 13 families and 20 single men by providing permanent housing.  All earn less than 40% of the area median income and all will receive support services from either Passage Home or the Healing Place of Wake County.  

Location:  The site is located at 4905 Hollenden Drive in Priority Two of the City’s scattered site policy.  The project is located close to public transportation, schools, shopping and employment opportunities and is bordered by other multi-family properties.  

Development Team:  Although the City has no direct experience with The Healing Place of Wake County, Passage Home has worked with the City on several affordable housing developments.  Passage Home is current on all loans.    

Funding:  

The City’s loan will be evidenced by a Promissory Note and Deed of Trust securing a second lien position.  The funding requested is as follows:


Funding Amt
Source
Repayment terms

$400,000
HUD
Continuum of Care HUD Grant 


$300,000
City
0% over 30 years


$300,000
County
0% over 30 years


$300,000
NCHFA
0% over 30 years


$208,425
City 
Deferred Loan


$267,875
County
Grant


$200,000
NCHFA
Deferred Loan

-------------


$1,976,300
Total Estimated Construction Costs


# of Units 
#BDR
Rents
Utilities
Tenants 
Affordability

7
2
$400
$108
Family
40% AMI


6
2
$425
$108
Family
40% AMI


10
2
$300x2
$108
2 Single Men/unit
40% AMI

Loan Terms:  A deferred payment loan of $208,425 is recommended with no payments due until the property changes ownership or no longer meets the City’s requirements as an affordable housing development. In addition, a permanent loan of $300,000 is recommended at 0% with monthly principal payments of $833.33 over 30 years.  

Recommendation:  Staff recommends that the City Council approve the funding of this development.  This development will target the very low income and address the housing needs of the homeless population.  

City Manager Allen stated staff is recommending funding of this program pointing out we have the dollars, it meets the criteria and is for low income transient housing.
Community Development Director Grant pointed out the City did an RFP for CHDO and received only one application and that was from Passage Homes.  She explained the proposal.  Mr. West moved the recommendation be upheld.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and expressed appreciation to staff for continuing to work on the low income housing stock.

517 Oakland Drive – Skip Valentine.  It was pointed out this involves the request for conveyance of a 20 foot access easement across city-owned property at 517 Oakland Drive.  At the July 13, 2004 BED meeting, the Committee voted to hold the item and have staff advise FEMA that the City is actively considering this proposal and get their response.  On July 15 prior to staff contact with designated FEMA representatives, a letter dated July 9 was received from the Director of North Carolina Division of Emergency Management which indicates that after their staff review of the new Wake County flood maps published on June 29, 2004, they had determined that granting such an easement would encourage development in a high flood hazard area and they would deny the request to grant the easement.  The letter indicated the decision may be appealed through their office.
Skip Valentine and Ed Sconfienza pointed out they wished to request the City Council to file an appeal.  Mr. Sconfienza stated he was not sure how FEMA had got involved in this issue with the Mayor explaining the previous action.  In response to questioning from the Mayor, Mr. Valentine pointed out his company would pay all the legal expenses involved in an appeal.  He stated he cannot appeal; the City must initiate the appeal.  Mr. Valentine pointed out there was to be further field evaluations and recommendations but that was postponed.  The maps have now been released.
Mr. Isley stated he feels Mr. Valentine needs an opportunity to be heard.  He had never had a chance to make his presentation.  Mr. Isley moved that the City initiate an appeal with the understanding that all of the work and expenses would be borne by Mr. Valentine’s company.  His motion was seconded by Ms. Cowell.  Mayor Meeker questioned if Mr. Isley would accept a friendly amendment that the City would be bound by FEMA’s recommendation once the appeal has been heard.  Mr. Isley stated he would like to wait and hear the recommendation.  The motion as made by Mr. Isley was put to a vote which passed unanimously.
Item 03-21 – Consultant Services.  Mayor Meeker pointed out this was a general discussion about consultant services used by the City of Raleigh.  He stated he thought Mr. West and Ms. Cowell were going to get together and come up with some suggestions.
City Manager Allen pointed out Committee members received in their agenda packet a listing of consultants by the department and coded as to whether the consultant was needed for expertise, additional resources, third party opinion, whether it’s an annual contract and future in-house capacity.  City Manager Allen pointed out he had done some math on this information and there were a total of 93 contracts.  He explained the number of those contracts that had gone to City Council under our existing policy and guideline which represents about 1/3rd of the total dollar amount.  Seven of those contracts were between $150,000 and $300,000.  He stated taking out the top 8 dollar wise you have 85 different contracts left and if you divide that it averages $42,000 per agreement.  He stated many of these were for additional expertise or resources.  He pointed out $6.5 million dollars is a big number but about half of that came about as the result of about 8 contracts.  He pointed out Mr. Hunt had mentioned lowering of the threshold for administrative approval and that would be okay with Administration.  He stated however Administration did have concern about the agenda getting full of the items which would take up time and slow up the work, etc.  
Mr. West stated he the information provided by the Manager is helpful in terms of trying to determine whether we needed the consultants based on expertise, additional resources, etc.  He stated however what he was trying to get at is how the various consultants tied to the priorities of the City or the City’s performance indicators.  City Manager Allen pointed out all of the contracts were a part of the City’s work plan or work program.  Mr. West pointed out when the Council looks at the budget it is divided in public safety, economic development, etc. and he just wonders how much of the consultants work related to the particular priorities of the City.  He stated we have all of the consultant activity but his question is how it fits into the work of the City.  City Manager Allen talked about the allocation of resources and the administrative approval level.  He stated there is a level somewhere that the Council should have a chance to review anything over that level, ask any questions, etc. and it seems like we had a reasonable break; however, if the Council feels they are not seeing enough of these contracts the level could be changed.  Mr. West stated he did not feel that he and staff are communicating very clearly.  He is not interested in the threshold necessarily.  He is interested in how the consultants work fits into the major priorities of the City and the outcome of utilizing those consultants.  Ms. Cowell pointed out the list provided to the Committee was broken down by department.  She stated of course Information Technology and some of the others may cross departmental lines.  She stated she feels one thing that would be helpful to Mr. West is for Administration to make a pie chart of the various departments and where these dollars are going, see which departments are taking up most of the consultant dollars.  Mr. West stated that would be helpful.
Mayor Meeker stated he did not feel it would hurt to lower the threshold for administrative approval to $200,000.  He stated he feels it should be left up to Administration to determine which work needs consultants and maybe all of the ones we are utilizing are important but Administration has to make that decision.  He suggested the Committee report this item out by asking Administration to pay particular attention to the amount of consultant work done for the City and to lower the threshold for administrative approval to $200,000.  Ms. Cowell stated she would second the motion with the understanding Council would be provided a breakdown or pie chart showing consultant work by departments.
Mr. Isley stated presently the threshold is $300,000 and he feels it should be dropped to $150,000.  He stated this has been an area of concern of many City Council members and maybe the break point should be $150,000.  He stated maybe we could do that for a year or two and see if there are any changes.  He stated he knew it would be a little extra work but maybe it would make the City Council more comfortable.  Mayor Meeker restated his motion to ask Administration to look very careful at consultant contracts, look at the need and use of consultants and to lower the threshold for Administrative approval to $150,000 and that the City Council be provided a pie chart showing the percentage of consultants per department.  Mr. West stated he had no problem moving in that direction.  He stated the threshold to him is not as important as understanding how the consultant work fits into the bigger picture.  The motion as stated was put to a roll call vote which resulted in all members voting in the affirmative.  The Mayor ruled the motion adopted.
Item 03-22 – Convention Center Consultant Agreement Amendment.  Mayor Meeker indicated this item was referred to Committee as the Council had questions as to how the number changed, that is the fee for the architect has changed between May and now and how the fee is calculated.  City Manager Allen pointed out he had provided Committee members information in their agenda packet which he hopes will clear up some of the questions.  Dudley Lacy, O’Brien/Atkins will also provide the information to Council through a PowerPoint presentation.  (Copy of presentation attached.)
In presenting the PowerPoint, Mr. Lacy and Construction Manager Baker explained the original figures were based on the original Steering Committee budget for the project and talked about the construction cost and soft costs, items.  They talked about the land acquisition, they went through the information on the estimate comparison explaining what fees were included in the original estimate, the amount of monies that have been spent to date including for fees, appraisals, land acquisition, etc.  The $2.7 million difference which includes the soft cost items which now have to be figured in had to be absorbed into the process and explained how those fees were allocated.  Mr. Lacy explained up until the May 20 meeting they were working with a number of different options.  At that time Council and County Commissioners selected Option B.  He pointed out the inter-local agreement project budget is $180 million.  He talked about the savings from locking in the interest rate and sales tax rebate.  It was pointed out through the stakeholders meeting during pre-design, people started talking about other desires such as public art, visitor center, green building or LEED Enhancement, festival area, etc.  They assigned values to those additional soft costs.  He stated these numbers are all included in the $180 million.  It was just shown in a different way.  He went over the report in full.
Lengthy dialogue followed as to how the numbers were reconciled, how the figure got from some over $12 million to over $16 million and how the extra fees were reallocated, where they were included in the original estimate and exactly what is included in the revised fee.  Mr. Lacy showed Committee members details of how he put the fees together, how the estimates are done, reconciled, etc., what the $774,000 fees to date cover and how it was calculated.  How the trend lines for the Raleigh Convention Center compares with trend lines in other cities, when the GMP’s will be set and how the information is being presented.  Various Council members asked questions for clarification and understanding.  The range of fees for other facilities and the difficulty in getting the information and how the chart showing the trend lines were calculated and what it shows was discussed.  Other dialogue relative to how architects set their fees followed with Mr. Baker pointing out architectural fees are generally a negotiated lump sum fee.  They are usually stated in a percentage for communication purposes but he actual fees are lump sum.  Various Council members presented their scenarios of understanding how the fees are calculated and how they thought the fees would be negotiated.  Ms. Taliaferro had questions concerning the GMP’s with it being pointed out there would be 3 percent in each package brought forth.  Questions about the 3 percent was discussed.  Various Council members put forth questions as to how architect fees are determined with it again being pointed out by Mr. Baker it is not a percentage it is a negotiated lump sum.  The difference in hard cost, soft cost, what is included in the negotiations was talked about.  Council members put forth their opinion as to why it is difficult for them to understand how the fees are being presented.
Mr. Hunt pointed out it is very difficult for him to determine how to fit the new numbers beside the original numbers.  He suggested we have some type broad budget categories and each time a change occurs the changes be shown in the broad categories so the Council can know if it is on budget, where the changes are, etc.  He stated that way the Council could have a budget it could look at on a regular basis to see how it is doing as it relates to sticking to budget.  He stated he didn’t think anyone at the table had a clue as to what is being explained and how the numbers fit in, where the changes are, etc.  He again suggested having a set of budget categories and any changes would be shown as revisions to that category.  Plug the numbers into the budget so and any changes would be plugged in the same format.  He expressed concern about not understanding how the budget and the revisions are being presented and not understanding the explanation being given.  Mr. Isley agreed pointing out he thinks most of the Council is completely in the dark.  He stated he was not at the May meeting but he had been told and had been telling people that the architect fees will be somewhere around $13 million, now he’s being told it is in the $17 million range and that is a great concern and the Council is having difficulty understanding how the number changed and what caused the change.  Mr. Baker and Mr. Lacy again explained original budget they were working with, the addition of soft cost and how the figure has to be changed or reallocated to cover those cost.
Mayor Meeker questioned if looking at how this was done at the RBC Center would help the Council better understand why the fee has changed.  Mr. Baker pointed out he did not feel that would help as that was a different process.  Ms. Taliaferro pointed out a lot of the bond construction work in the UNC system has been handled in the same manner and asked that we get in touch with the people who handled that and talk with them about how the architectural fees are usually handled.  She stated she is equally troubled about a 30 percent change or increase and stated she did not remember any of these details or expectations being expressed at the May meeting.  Mr. Lacy pointed out maybe there was not discussion at the May meeting on this specific additional cost, but regardless of the option chosen there would have been additional cost as it relates to soft cost.
City Manager Allen pointed out staff has tried to keep the same format that HVS presented to the Steering Committee.  He stated it could have been broken down in different ways.  We knew the value of the work would be greater than the hard cost but they wanted to keep the same comparison that was presented to the Steering Committee.  He stated if at that time we had included the soft cost we would be talking about $155 million as compared to the $130 million.  The value of what the architectural team is being asked them to design is about a $155 million, that includes hard and soft cost.  He talked about the problems of putting that forth as a percentage and the effort to try to keep the same format so the figures would make sense.  Mr. Hunt referred to some figures provided to him by the City Manager pointing out he cannot reconcile those figures to what is being presented today with the City Manager pointing out he was providing the figures to Mr. Hunt in the format requested by Mr. Hunt.  It is difficult to reconcile the figures using different formats.  How the fees will be paid to the Construction Manager was talked about.
Dialogue continued with various Council members questioning various aspects of the totals, the format, the difference in total numbers, how architectural fees are figured, whether architectural fees include all items or just construction items, whether architectural fees are applied only to things that are permanently installed in the building, how soft cost figures into architectural fees, how the GMP relates, how change orders figure in and how architects fees are determined and why that are normally referred to as a percentage when they are actually lump sums.
Mr. Hunt stated as he understands the Committee is being told the figures were included in the May 20 number and none of what is being presented is or new costs.  They were included in the original figures somewhere.  Mr. Baker pointed out everything was included in the budget submitted on May 20; however, allocation of some of the cost had not been done as a scheme had not been picked.

John Odom pointed out as he understands the numbers came out the same, there was a reserved that was not incorporated.  The various contingencies and how they were shown originally and how they are shown now and whether the contingencies or reserves were included in the construction cost was talked about.  How the contingencies would be utilized was talked about.  
Ms. Cowell pointed out she understands we are still within budget and there is no major variance from the budget.  There are no surprises as far as Administration and design teams, etc. are concerned; however the Council has concern and is not comfortable with the format of the information being submitted.  She stated she feels it would be good to work with Mr. Hunt’s ideal and if staff could come up with something by next Tuesday the Council could move on this request.  City Manager Allen pointed out he feels staff needs a little more direction questioning if the Council is getting too much detail or exactly how they want the information submitted.  The type of format that could be utilized was talked about.  Ms. Hunt suggestion of broad categories was talked about.  Mayor Meeker stated we do have an architect on Council and he would like to hear Mr. Crowder’s comments on the amount of fees, how fees are figured, etc.  Mr. Lacy pointed out he had met with Mr. Crowder earlier in the day and it was his sense that Mr. Crowder understood how the information was being presented.
Mr. Isley questioned what would happen if the City Council did not want to pay the additional fees, that he was of the understanding the fees would be in the $13 million range and what would occur if the Council chose not to increase that fee.  Mr. Isley stated it tends to lessen one’s ability to believe all the numbers when there is such a shift.  Mr. Lacy talked about their work with the City of Raleigh and pointed out they want to continue working with the City of Raleigh and they feel that together we can come up with a fair and equitable solution.  The time frame for making a decision on this item was discussed with City Manager Allen pointing out ideally we would like to have the decision in August, but it could be stretched until September is necessary.  He stated we will continue to pay on the agreement we presently have.  In response to questioning it was pointed out we do have a contract with the firm with two amendments.  How the City is paying the architects was touched on.  
Mr. Isley stated he feels this confusion relates to a failure in communication.  He stated it seems that the architects and staff knows what they are doing and has a process in place but somewhere there is a wall between staff, architects, and Council.  He stated there has to be a better way to get that information to the Council so that the Council will understand how and what is being paid.  Ms. Taliaferro pointed out the thing that bothers her most is we are just at the first step.  Her biggest concern is getting further down the road and finding out we are 30 percent off of what was projected or the Council made decisions based on flawed numbers.  City Manager Allen pointed out we are not 30 percent off in our figures.  It is just a different format that is being presented.  It was agreed to hold the item and ask staff to get the information from the UNC systems relative to trends and fees using GMP’s, get comments from Mr. Crowder on this concept and hopefully receive information from Administration utilizing a different format similar to what was suggested by Mr. Hunt.
Ms. Taliaferro talked about the construction manager at risk pointing out she thought the RFQ for that indicated the fee would be done in three parts.  City Manager Allen pointed out the 3 percent fee for the construction manager at risk has been approved.  The GMP’s will be brought to the Council in packages.
Harry Massey, Davidson and Jones, presented Mr. Hunt with a copy of a performa that their company uses which is very simple to see the budget changes. etc.  He stated he would be glad to provide Council members a copy and would offer his services to help in this issue and analyze the request before Council.  He stated when he saw a $3 ½ million increase in fee he couldn’t believe it.  He stated he knows what his company pays in fees and they never pay architectural fees for soft cost.  He stated no one else out of the City of Raleigh should be getting fees for soft cost and again stated his company doesn’t pay architects for soft costs.
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. Forestville Road South neighborhood park search.

2. Neuse River land acquisition.

3. Lake Johnson Park expansion.

Mayor Meeker moved approval of the motion as read.  His motion was seconded by Mr. West and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the Committee went into closed session at 12:15 p.m.  Minutes of that section of the meeting will be covered in a separate set.
Gail G. Smith
City Clerk
gh/BED7/27/04
� 1-person: $19,960    2-person: $22,800    3-person: $25,680    4-person: $28,520


� 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.
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