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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE
The Budget and Economic Development Committee met in regular session on Tuesday, September 28, 2004 at 11:00 a.m. in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 W. Hargett Street with the following present.

Committee
Staff
Mayor Meeker, Presiding
City Manager Allen

Ms. Cowell
City Attorney McCormick

Mr. Isley
Assistant City Manager Wray
Mr. West
Assistant City Manager Prosser

Community Development Director Grant
Mayor Meeker called the meeting to order and the following items were discussed with action taken as shown.

Hollenden Place Proposal/Passage Homes.  Committee members received the following report in their agenda packet.
WHAT IS REQUESTED

APPROVAL to make the following changes to the Passage Home, Inc. award for the purchase of the 24-unit apartment building located at 4905 Hollenden Drive known as Hollenden Place:
· Increase the amount of the award from $508,425 to $657,766 

· Agree to change the clientele to be solely single family mothers (no men from the Healing Place of Wake County) 

· Change the terms of the loan to be a deferred payment loan until either a change of ownership occurs or Passage Home no longer houses single family mothers making less than 40% of Area Median Income

APPROVAL to transfer an additional $149,341 from CHDO and/or HOME program income to the expenditure account named “Hollenden Place”. 
BACKGROUND:

On August 3, 2004, City Council approved the awarding of $508,425 to Passage Home Inc. in order to purchase the 24 unit complex located at 4905 Hollenden Drive to house 13 single mothers and their children as well as 20 men graduating from The Healing Place of Wake County.  Passage Home Inc. submitted the proposal in response to a Request for Funds sent out by the City of Raleigh Community Development Department.  

Hollenden Place had funds committed by HUD in the amount of $400,000, specifically for the 10 units reserved to house 20 men from the Healing Place.  Funds from Wake County in the amount of $567,875 were also committed to the development and $500,000 was requested from the North Carolina Housing Finance Agency.
After much discussion, it was decided that there was a need for more family units and it would be preferable to separate the Family portion of the project from the single men.
With the removal of the single men from the development, the HUD funds can no longer be used in the development which leaves a $400,000 gap in funding.  Because of the population involved and the need in the area, Wake County, the North Carolina Housing Finance Agency and City staff are proposing to their respective Boards and Committees that the entire cost of the development be split among the three agencies.  With the new proposal all three organizations will provide a $657,766 deferred loan to Hollenden Place.
Fund Availability: CHDO funds and HOME program income are available to fund the increase for the Hollenden Place development.
DESCRIPTION OF PROJECT:

Passage Home requests $657,766 to be leveraged with other public funds for the acquisition of 24 2-bedroom apartments to be known as Hollenden Place. One unit is to be set aside for community meeting space and one will be reserved for an on-site manager (at a decreased rent).  The developer for this project is Passage Home, Inc.  Passage Home will develop and manage the housing.
Population To Be Served: This project will serve up to 22 families by providing permanent housing.  All earn less than 40% of the area median income and all will receive support services from Passage Home.
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 property.
Development Team:  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 first lien position.  The funding requested is as follows:

Funding Amt
Source
Repayment terms

$657,766
City
Deferred Loan 

$657,766
NCHFA
Deferred Loan

$657,768
County
Deferred Loan

-------------
$1,973,300 Total Estimated Construction Costs
**Passage Home will be providing $45,881 of their own funds to be placed in an escrow account for operating reserves.
# of Units
#BDR 
  Rents

Utilities
Tenants 

Affordability

22

    2         $440

$108

Family


40% AMI

1

    2         $0

$108

Community Space
N/A

1

    2
   $220

$108

On-Site Manager
N/A
Loan Terms:  A deferred payment loan of $657,766 is recommended with no payments due until the property changes ownership or no longer meets the City’s requirements as an affordable housing development.

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 pointed out Jean Tedrow of Passage Homes is available to answer questions.  He stated staff supports the change.  Mayor Meeker pointed out he understands that the County and the North Carolina House and Finance Agency would also have to approve this change.  City Manager Allen pointed out he understands the County and the Housing Finance Agency have agreed to ask their Boards to support the proposed split as outlined.  Mayor Meeker pointed out this does go more toward our priorities of homeless women/children with the City Manager Allen pointing out it also moves towards furnishing housing for low income.  Ms. Cowell moved approval.  Her motion was seconded by Mr. West and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.
Item #03-28 – Contemporary Art Museum – Funding Option.  City Manager Allen provided the following memorandum outlining the presentation he made at the last meeting as follows:
The Contemporary Art Museum (CAM) has requested a one-time capital contribution from the City which would be matched by an additional $2 million to be raised from private and endowment contributors.  The $3 million would support the renovation of CAM owned property at 409 West Martin Street into a contemporary art museum in the warehouse district of Downtown Raleigh.

Although the City does not have this appropriation within its current Capital Improvement Program (CIP), the Council could redirect some existing funding mechanisms to support this project.  The City receives $1 million per year from the Interlocal Funds (food and beverage and hotel taxes) which is appropriated to support both operations and capital reserves for the BTI/Convention Center.  The current CIP allocated $500,000 per year to operations and $500,000 per year to capital reserves for the years 2005 through 2009.  As a part of the recently amended Interlocal Agreement to support the new convention center/hotel project, the City will begin receiving in July 2005 approximately an additional $2 million of Interlocal Funds for operations, marketing and capital reserve associated with the new center.
Therefore, the Council could consider reallocating a portion of the original $1 million per year.  I would suggest $200,000 per year for five years beginning in the fiscal year 2005-06 for a total of $1 million to support the CAM capital campaign.

Frank Thompson and Rhonda Peters, representing the Contemporary Art Museum, and others were at the meeting to explain their request.

Rhonda Peters, Director of the Contemporary Art Museum-CAM, presented the following prepared statement:
I’d like to first thank the committee for considering our proposal and for inviting us here this morning to briefly present an overview of the project’s building, programming, current activity and timeline.

CAM’s vision is to be recognized among the nation’s leading cultural institutions, presenting national and international works by both the masters of today and the emerging masters of tomorrow. 

Our goal as a non-collecting museum is to serve as a forum where the entire community comes together in a dynamic environment that encourages and inspires creativity. CAM will be a destination for visitors and will be an integral part of re-establishing Raleigh’s vibrant downtown.
In the words of Marvin Malecha, Dean of NC State’s College of Design, and CAM board member, “Contemporary art leads us out of the traditional boundaries of the museum into everything that touches our lives.”

Thus CAM’s criteria for its success require that 1) it be inclusive and reflect the community, 2) have education at the core of everything it does, 3) program through partnerships and collaborations, 4) positively impact the Triangle region, and 4) practice fiscal responsibility.

CAM will be the cornerstone of the warehouse district’s revitalization. To quote Margaret Mullen, President of the Downtown Raleigh Alliance, "Arts are a major contributor to any economic development effort, and an essential component of downtown revitalization globally.  Art and artists provide the soul of any community. Getting CAM open will be another asset to [the revitalization] effort here in Raleigh.”

CAM will serve as a living testament to Raleigh’s intellectual, cultural and economic vitality.

Richard Florida, professor and award-winning author and recognized expert on economic development has taught us that to attract new business and to revitalize; a city must focus on those factors that appeal to creative people. To focus on industry or business alone, without giving equal attention to the people who drive these companies, is a fatal mistake. Scientists, designers, entrepreneurs, venture capitalists and other creative people seek quality of life factors when determining where to live.

Consider how many University towns suffer from their young people leaving after they graduate for this very reason. Taking with them their competitive edge.

With education and partnerships at the core of its mission CAM will collaborate with schools and universities to build children’s components into its overall programming, host visiting scholars-in-residence programs and serve as a training platform for graduate and post-graduate students and continuing education for teachers.

By personalizing the museum experience and placing it in the context of people’s lives, CAM will engage the region’s diverse audiences speaking to both novice and expert – art enthusiast and skeptic.

In 1997, CAM purchased a 21,000 square foot warehouse on West Martin Street for $460,000. A 2003 appraisal valued the property at over ¾ million dollars. Conventional wisdom suggests the property is currently worth over $1 million.

Last month we moved our administrative offices into the front portion of the building and began the process of establishing CAM’s presence in the warehouse district.

An architectural feasibility study concluded that the building lends itself well as an arts venue and we’ve done a first pass at converting the building both gracefully and cost efficiently.  This model, created by Cannon Architects, reflects a state-of-the-art building that includes two full levels, soaring interior space and two adjacent parking lots. The property is one block from the proposed downtown Triangle transit center.

The building will house:

· A large gallery and smaller intimate exhibition areas including film and video

· Classrooms for teachers and students

· A sculpture courtyard, gift shop, café and outdoor performing space

Programming will include:

· Year-round changing exhibitions 

· Presentations of films, live performances, workshops, lectures and special events

· Educational activities for children and adults.

To date, we have raised $820,000 toward what is estimated to be a $3 million campaign. With a pending challenge from a local foundation for $180,000.  Our next step is to establish final construction costs and to prepare a pro forma for museum programming and operations. Our comprehensive business plan will also include our fundraising strategy and timeline and most importantly, is designed to maintain the facility at no additional cost to the City. CAM is currently working with Steve Schuster to lead us through the final stages of the program planning process.

Our current timeline is to begin construction in 2006.

Naturally, funding is what most influences the schedule. I’d like to remind the Committee that this request for $1 million is a one-time-only facility request that:

· will be matched by our fundraising efforts at a minimum of 2-to-1;

· That this modest investment on the part of the City will have a huge impact on the overall success of the project; 

· That we will be able to leverage this gift to raise the remaining money in a most timely manner.

· The City’s overall return on investment will serve as a model to public/private partnerships.

The City of Raleigh created City Gallery some 20 years ago. From that idea evolved a small institution respected for the quality and integrity of its exhibitions. This current transformation into a world-class cultural venue is the perfect culmination to that which the City of Raleigh originally conceived for its downtown and an ideal complement to the other magnificent projects currently in development.

Roger Cannon reviewed the model available at the meeting showing the existing building, the façade restored to its original brick surface, interior space, warehouse space, sculpture court, service area, future art galleries in the location of the existing parking lot, classroom, library, gift shop and future café space.  In response to questioning he pointed out CAM owns the whole block which the existing building and future buildings will be sited.
Ms. Cowell pointed out she had talked to the City Manager and feels confident that we can fund in the manner as outlined in his memo.  She stated it is time to either fish or cut bait.  She commended the group in their leveraging of two to one pointing out that is great and it is a positive precedent.  The location is near the proposed transit station and she feels it is a good project.  Mayor Meeker commended the group for their perseverance pointing out this project has been talked about for years.  Mayor Meeker moved approval of the $1 million over a 5 year period beginning in FY 2005/06 contingent upon the $2 million of the funds that the group will raise and with the further understanding the funds will be used for design and construction not operational.  His motion was seconded by Mr. West and put to a vote which resulted in all members voting in the affirmative except Mr. Isley who voted in the negative.  The Mayor ruled the motion adopted.
Item #03-27 – Consultant – African-American Groups Funding.  Mayor Meeker pointed out this issue relates to the Pope House, the Palmer Cultural Heritage Museum and Martin Luther King, Jr. Center.  The Committee wanted to hear from the groups on the general plan and whether they are willing to go forth with a joint plan.  Mr. Palmer talked about the Palmer African-American Cultural Center pointing out it is the only facility such as this in North Carolina and America.  The only other one is a conceptual plan for Washington, D.C.  He is talking about bringing between 50,000 and 100,000 tourists to Raleigh per year.  He stated presently they bringing in some 50,000 per year and they hope to double or triple that with a downtown location.  He stated they are in support of the joint feasibility study as they think it would be in the best interest of all.
Bruce Lightner, Martin Luther King, Jr. Resource Center, pointed out that facility is a resource for the County, City and State.  They bring people of different cultures together to develop, strengthen and improve race, gender, cultural relations, etc.  He told of their work and pointed out they hope to include a strong tourist context and told about promoting educational items, etc. relating to Martin Luther King, Jr. and other tourist items.  He talked about the King Center in Atlanta and the hopes to model their facility after that one.
Kenneth Zogary, Pope House, talked about Pope House and pointed out it will be a house museum.  He talked about the backing they have and pointed out they are very interested in this proposal going forward pointing out part of the reason is that it would allow the Pope House to remain on the original site.  They are very much in favor of going forward with the feasibility study with the other groups.  He talked about Pope House and African-American history pointing out history is color blind.  The Pope House has a very diverse board in terms of race, gender, etc.  He stated as most of the City Council members know the Pope Museum Foundation remains in a struggle to save the house and that has not been secured as yet.  They are meeting and continuing their efforts.  Once they have secured the house they will need to have some City support as that is fundamental in securing private funding.  Brief discussion took place on the status of the mediation efforts between the Pope Foundation and Trust.  Mayor Meeker pointed out no decision has been made on the interlocal funding but the draft of the City’s priorities he presented does include a $150,000 for the Pope Museum but again pointed out that has not been approved by Council or the County.
Lou Myers, Freelon Group, pointed out they are one of premiere architectural firms in the country dealing with African-American museums, architecture, etc.  He told of their work and reputation.  He stated putting these three groups together will be a tremendous draw of the area.  Tourism is increasing and heritage cultural tourism is definitely on the increase.  Having the three groups located together close to the Convention Center and the Arts Complex he feels will create the natural synergy that will make each more successful than they are.  He talked about the National Organization of minority museums which met in Raleigh recently and told of their enthusiasm and complimentary remarks relative to these three groups.  He stated he had done work for the Pope House, the African-American Cultural Center and the King Center individually and he feels it would be good to work with them on how to share their resources and create the needed synergy.  It will be a great opportunity.

Ms. Cowell talked about the Native-American Museum which recently opened in Washing, D.C. and pointed out that brings to mind the question of is it better to segregate out different groups such as the African-American rather than having them in mainstream.  Mr. Myers indicated each of the entities are existing.  He talked about the cultural district created in San Francisco, what is occurring in Baltimore Harbor, etc.  He pointed out bringing all of the groups together will be more of a draw.  It is no different than a shopping mall where you have individual stores collected together to make it more convenient for visitors.  He stated bringing the three groups together is just broadening the base of the cultural center.  Ms. Cowell talked about the Raleigh City Museum pointing out that should include all of the history of Raleigh and questioned why African-American or Native-American should be separated out.  She stated one could say that the African-American culture hasn’t been included in the mainstream but she wonders if it is good to separate it out.  Mr. Myers pointed out the African-American Cultural Center is not about Raleigh.  It is about African-American Cultural throughout.  The Pope House is a part of Raleigh and questioned if Ms. Cowell is saying that should be a part of the Raleigh City Museum.  He stated he feels these entities are existing and are there and he doesn’t see this is being discriminatory or segregating in any way.
Mr. West talked about the development of these groups and talked about the need for distinction.  He referred to the melting pot theory versus the salad bowl theory explaining the melting pot everything blends together and in the salad bowl theory you see all of the good parts.  You get the beauty of everything.  It is very important that we do not do anything to divide but do everything we can to lift up the various groups.  He is not just talking about multicultural groups we should do everything we could to lift everyone in this great City.
Ms. Cowell pointed out she still has some concerns or thoughts.  She stated she goes to the Civil Right’s Museum in her home town and many times he is the only white person there and she feels if the groups were put together rather than being separated out it may provide more unity and visibility.  Mr. Myers talked about the center being developed in Baltimore stating when it is completed every student in the State of Maryland will visit it at least twice.
Ms. Cowell stated she understands what is being proposed and pointed out we have three great organizations or groups before the Committee.  She stated we have many other great African-American groups such as Shaw University, St. Augustine’s, etc.  She pointed out Shaw is an incredible landmark and plays a very important part of our history.  She questioned why stick with these three groups rather than to broaden it to all groups.
Bruce Lightner pointed out Dr. West initiated much of this discussion.  He stated the three separate organizations are perceived to be premiere organizations in the City that do what they do.  He stated eventually others will be involved once they get this process going.  They may rent space, be a part of the space, etc.  He talked about what they are hoping to accomplish.  Dr. West pointed out we have to start somewhere and that is why these three groups were chosen.  Others can be involved as we go along.  He stated we have to have a starting point and a manageable starting point and he feels these three groups are good.  He stated if you get to many people involved it can boggle the process.  We know the reputation of these three groups and as the City grows we have to be creative to provide opportunities for all of our citizens to participate.  Ms. Cowell pointed out she understands but again pointed out Shaw University has national acclaim in many fields.  She feels they would want to be at the table.  A lady in the audience pointed out they are talking to all of the groups.  She stated the history of Shaw University is a tremendous asset to the City, County, State and Nation.  She stated once we get going we would have all of the entities included.  No one will be left out but we have to start the process somewhere.  Dr. West stated all of the good points are emerging.  A lot of information is coming forth.  This process is just starting and we do not have to answer all of the questions at the beginning.  He stated many times we try to get all of the answers before we will start a process and that is not always good.  He pointed out excellent ideas are coming forth and will be incorporated.
Mr. Isley questioned what the three groups are asking with Mayor Meeker pointing out they are asking that the City fund the needs assessment and feasibility study.  It will cost in the range of $25,000 to $30,000.  He pointed out the County had indicated they may be interested in participating.  Mr. Isley talked about the mission of Exploris including seeking cultural diversity, world cultural, etc.  He stated it seems some of these things overlap and the City has made an incredible investment in Exploris and it is still not doing well.  He pointed out even if the feasibility study comes back and says it is a good idea he does not know where we are headed.  He talked about the purpose of Exploris.  He stated the Pope House is different.  He sees it as a different entity than the other two.
Kenneth Zograry, Pope House Foundation, pointed out the Pope House is a house museum.  There are four house museums in Raleigh: Oakview, Mordecai, Haywood Hall and Joel Lane.  They are white house museums.  There is no balance.  We need to set up a sense of equity.  What we see now is the house museums with the big plantations and the black slaves outback.  The Pope House would provide the needed balance.  He talked about Exploris and pointed out to some extent that is drawing the rest of the groups down.  While Exploris was well intended it didn’t follow any model for a museum and expressed concern that the “Ghost of Exploris” is putting a cloud over other situations.  Mayor Meeker talked about the two museums in Downtown Raleigh that are doing extremely well.
Mr. Palmer talked about the African-American Cultural Center and pointed out he came to support the concept of a feasibility study.  He talked about his museum pointing out they have been in existence some 20 years and told about their work.  He stated they do not promote themselves well.   He stated they are about improving cultural relations.  He talked about tourism being important to Raleigh and the importance of providing something for the African-American to see when they come to Raleigh/Wake County.  He stated they are not talking about fostering segregation but promoting the self concept.
A gentleman in the audience talked about the increased population diversity in the Raleigh area pointing out it is not just Hispanic.  He talked about his participation to help North Carolina to go through the evolution of the increased diversities in the area.  He talked about his work beginning with trying to get the Pan-American games to come to Raleigh.  He stated over the next 20 to 50 years North Carolina has to evolve to accept this great diversity.  He sees this as the type of activity to promote that acceptance.  He pointed out we have to look at our cultural diversity and what we are going to do in the next 20 years or so.  He stated he is not talking just about African-Americans but we have Indonesians, Latinos, etc.
In response to questioning City Manager Allen pointed out he had touched base with the County Manager about jointly funding the study.  The County Manager said he was open to that possibility but he has not heard back about any discussions with the Commissioners.  He stated he feels the City Council would have to ask them for their support.
Mayor Meeker indicated here we have three groups in City government involved and everyone feels we are talking about a good idea.  We have groups that feel that they should get together and work together and groups that are willing to do that; therefore, he would move approval of the funding of the feasibility study of up to $30,000 and to ask the County to split the cost with the understanding that if the County does not share in the cost the City would pay the total cost.  His motion was seconded by Mr. West and put to a vote which passed with all members voting in the affirmative except Mr. Isley who voted in the negative.
Employee Housing Initiative – Proposed Report.  City Attorney McCormick pointed out a proposal was presented at the last meeting which would greatly modify the rules now in place which allows City employees to participate in City sponsored housing programs.  Employee participation in programs was prohibited by law until the passage of a Raleigh City Charter Amendment, Chapter 312 of Session Laws of 1991.  This new law allowed participation but under strict guidelines.  The guidelines include a provision in the law that employee income not exceed 65 percent of the area medium income and a provision that the award of any such assistance must be noted in the minutes of City Council.  The proposal calls for the limit on AMI to be increased to 80 percent and for a deletion of the requirements that City Council have approval.  Both of these proposals are prohibited by the enabling legislation and therefore, the new policy cannot be implemented as proposed.  City Attorney McCormick indicated if the Committee wishes it could suggest that the City legislative agenda include a request for a local bill to allow these changes; however, until such a change takes place the changes suggested in the Housing Program cannot be legally made.  Mr. Isley moved acceptance of the report and that the City include the changes in the upcoming legislative packet.  His motion was seconded by Mr. West and put to a vote which passed unanimously.
Condemnation – Garner Road Redevelopment Area.  Committee members received in their agenda packet information on a condemnation request relating to 1115 South State Street.  The information included various contacts, appraisals, etc.  The City would like to acquire the property as it is identified for acquisition under the Community Development Block Grant Program.  It is a rental property that is currently vacant and closed.  The property is located in the Garner Road Redevelopment Area in which much acquisition of substandard properties has taken place in recent years, but staff has reached an impasse with negotiations on this property.  Mr. Isley questioned why the City wants to acquire the property with the City Manager pointing out it is designated as a housing area in the redevelopment plan, the property is boarded up it has significant environmental and nuisance problems.  He stated we are trying to assemble the property for redevelopment.  Ms. Cowell moved that the Committee recommend condemnation proceedings.  Her motion was seconded by Mr. West and put to a vote which passed unanimously.
Brown Birch Update.  City Manager Allen pointed out Committee members received an extensive background memo concerning this item.  The memo was as follows:
Background:  Brown Birch is a 92 unit complex in 21 buildings that was completed in 1985. Over the years, a number of issues have developed in this complex including high vacancies, maintenance issues and changing property ownership. The Garner Road Redevelopment Plan identified Brown Birch as a major redevelopment focus for the revitalization of the area. 

In 2000, CD provided two loans totaling $585,000 to Passage Home Inc. to rehabilitate 4 buildings consisting of 16 units.  Despite this investment, the Brown Birch complex continues to experience a number of challenges.  

In September 2002, CD requested an independent study from an organization called The Compass Group to explore the viability of single-ownership as a possible option provided for in the Garner Road Redevelopment Plan. The organization was also asked to explore other options for addressing the issues surrounding the development. The President of the Brown Birch Homeowner Association, Tyler Toulon, made a proposal to CD, which involved some financing scenarios with the City providing first mortgage financing to the owners in Brown Birch. He proposed that the owners be able to use the proceeds from these loans to retire existing higher-interest rate debt and pay for rehab of the units. City Administration deferred any action on Mr. Toulon’s request pending the report from the consultant.
In January 2003, we received the final report, which concluded that Brown Birch does not merit large-scale City investment. Moreover, it suggested that single ownership restructuring would only be feasible in the context of a costly redevelopment. Instead, it was suggested that the Homeowner Association seek smaller but more cost effective adjustments to the by-laws to improve the governance structure. Moreover, it was suggested that the owners might voluntarily agree to amendments to the legal documents if the City were willing to make a grant to cover a significant portion of the private roadway repair. In February 2003, Tyler Toulon, Jeanne Tedrow, and City staff discussed that before the City would consider any loans or refinancing, there must be a strong homeowner’s association in place that could manage and maintain the property in a uniform way.
We worked with an attorney, who specializes in homeowners’ associations, and a land planner, both of whom aided us in outlining the terms and conditions under which the City would feel comfortable investing additional funds into the development. It was concluded that the City would not continue investment in the development unless there was a substantial overhaul in the governance structure of the HOA, which would entail the following:
1. Making appropriate amendments to the HOA governing documents, which primarily would include expanding and clarifying the HOA maintenance responsibility ensuring a minimum level of maintenance on a uniform basis throughout the community; and

2. Submitting to the City an approved management plan and budget demonstrating the ability to collect sufficient dues to maintain the common areas henceforth

If a majority consensus among the owners could not be reached, then the City would proceed with option 2, which would be to proceed with the redevelopment planning. This would entail the following: 

1. Begin strategic acquisition of buildings over the next several years

2. Continue minimum housing code enforcement 

3. Encourage voluntary demolition of substandard/dilapidated buildings

Mr. Toulon reported that a majority consensus among the owners could not be reached; therefore, the City decided to move forward with developing several alternative approaches to reaching a workable solution for the Brown Birch community through potential redevelopment.  This includes the following action steps and strategies.

1. Assessment of Redevelopment Options.   We asked land planner Jimmy Thiem to develop several alternative proposals for the Brown-Birch development.  Mr. Thiem’s efforts primarily helped us assess a redevelopment proposal for the Brown-Birch site that is consistent with the goals of the Garner Road redevelopment area. He produced five concept plans that included an assessment of those buildings for acquisition and demolition.  The plans varied based on a development scenario of single-family housing, townhouse development, new infill housing and/or rehabilitation of existing buildings along with the expansion of the greenway/open space and a community center. 

2. Concentrated Code Enforcement:  If a consensus on a development strategy could not be reached, the City would move forward with its concentrated code enforcement efforts to get owners to bring their units into compliance with the minimum housing code.  
Last month, Mr. Thiem, along with City staff, presented the five concept plans to four of the ten owners in attendance. Mr. Toulon requested that the plans be reviewed at the Brown Birch 2004 annual meeting scheduled for September. That meeting has been held and it is our understanding that no consensus has been reached by the property owners with a recommendation for a proposed redevelopment option. The City will proceed with its code enforcement option to bring those units that do not meet minimum housing code into compliance.

Brown Birch

Chronology of Events 

August 2002 – The Garner Road Redevelopment Plan recommends that the BB complex be assembled under single-ownership and redeveloped.

September 2002 – CD requested an independent study from an organization called The Compass Group to explore the viability of single-ownership, while allowing the existing owners to maintain an ownership interest in the single-ownership entity. The organization was also asked to explore other options for addressing the issues surrounding the development.
November 2002 – Tyler Toulon made a proposal to CD, in an effort to address continued rehabilitation of existing substandard units. He proposed the City offer a low-interest rate cash-out refinance program to existing owners, enabling them to use the proceeds from these loans to retire existing higher interest rate debt and pay for rehab of the units.
January 2003 – CD received final report from The Compass Group. The consultant concluded the BB does not merit large scale investment; however, offered suggestions for a long-term broad-based strategy. In part, the consultant suggested that single ownership restructuring would only be feasible in the context of a costly redevelopment. Instead, the consultant suggested that the HOA seek smaller but more cost effective adjustments to the by-laws to improve the governance structure. Moreover, it suggested that the owners might voluntarily agree to amendments to the legal documents if the City were willing to make a grant to cover a significant portion of the private roadway repair.
February 2003 – Jeanne Tedrow, Mr. Toulon, CD staff and the City Manager met to discuss possible strategies. It was decided that, before the City can consider any loans or refinancing, there must be a strong homeowners association in place that can manage the property in a uniform way and maintain the private streets, parking areas, and yard areas, which are typically defined as “common areas”.

April 2003 – Ms. Tedrow submitted proposed amendments to the governing documents and requested that the City consider expanding the scope of its proposed grant to encompass the renovations needed for the entire common area, not just the private drives.
May 2003 – A follow up meeting was held and it was agreed the City would hire an experienced HOA attorney to provide recommendations concerning potential revisions to the governing documents enabling the Association to have the power and funding needed to establish and maintain standards for each individual building as well as for the complex as a whole. A land planner was also hired to present different strategies the HOA could pursue to help create the legal authority to define common areas.

June 2003 – CD staff met with Mr. Toulon, Ms. Tedrow, the attorney, and the land planner to discuss the proposed revisions to the by-laws and the proposed strategies for defining the common areas. City staff was willing to recommend to City Council that a grant be made to the homeowner association, provided that appropriate amendments to the governing documents are made, which primarily would include expanding and clarifying the HOA maintenance responsibility ensuring a minimum level of maintenance on a uniform basis throughout the community.

October 2003 – CD staff met with Mr. Toulon and Ms. Tedrow to discuss next steps. A consensus could not be reached.
November 2003 – CD staff met with the City Manager to discuss possible options. The following options were formulated:
Option 1
The City will not continue investment in the project unless there is substantial overhaul in the governance structure of the HOA.  This would entail:

1) making appropriate amendments to the HOA governing documents, which primarily would include expanding and clarifying the HOA maintenance responsibility ensuring a minimum level of maintenance on a uniform basis throughout the community; and,
2) the HOA submitting to the City an approved management plan and budget demonstrating the ability to collect sufficient dues to maintain the common areas henceforth.
The City would then make a grant available estimated at approximately $200,000 to the HOA to upgrade the common areas and offer low-interest rate financing (suggested 2%-3%) for existing owners to retire existing higher-interest rate debt and pay for the cost of bringing their building(s)  up to minimum housing standards.  CD could possibly commit up to $1,000,000 over the next several years but will look into alternate funding sources to leverage City funds.

If there is not a majority consensus among the owners, then the City will pursue Option 2:

Option 2

The City will proceed as follows:

1) Begin strategic acquisition of buildings over the next several years

2) continued code enforcement 

3) encourage voluntary demolition of substandard/dilapidated buildings
November 2003 – City staff met with the BB owners to present the two options. The owners requested that the City present the proposed amendments to the HOA governing documents before the owners decide whether or not to accept option 1. 

February 2004 – City staff held a follow up meeting and the attorney presented his proposed amendments to the HOA governing documents. The owners were asked to come to a consensus as to whether or not to accept the proposed amendments. 

April 2004 – City staff met with the BB owners. Mr. Toulon made a presentation and concluded that option 1 had been rejected. Mr. Toulon made an alternate proposal. 

May 2004 – CD staff met with the City Manager to discuss Mr. Toulon’s alternate proposal. It was decided that options 1 and 2 were the only viable options. Since a majority consensus among the owners could not be reached, staff decided to move forward with assessing different redevelopment options that would be consistent with the goals of the Garner Road Redevelopment Plan. A land planner was hired to assist the City.

June 2004 – City staff met with land planner who presented five different redevelopment scenarios. 

August 2004 – City staff met with BB owners and land planner presented the five redevelopment scenarios. The owners were asked to consider which scenarios, if any, they would support.

September 2004 - Mr. Toulon reported that a consensus could not be reached. 
Tyler Toulon, President of the Brown Birch Homeowners Association, pointed out he is involved in this issue wearing different hats as he is also on the Garner Road Adhoc Committee.  He presented Committee members with a packet of material concerning this issue.  He stated as the Garner Road Plan was about to be adopted to go in the Comprehensive Plan he asked that plan be amended by setting aside the Brown Birch property and let them present information concerning that to the Budget and Economic Development Committee for further discussion.  He pointed out the Brown Birch area is a significant part of the redevelopment plan, it was developed by John Winters.  He talked about the history of the area, what seems to be happening which includes displacement rather than rehab and concerns he has and efforts he has made to try protect and rehab the property.  He talked about his work with the Old Towne Development.  He talked about the need to have sections of the City that provide some remembrances for the area.  He pointed out we are about to tear down Chavis Heights Park.  Displacement is occurring and there is no visible things to view that would remind people that African-Americans lived in the area.  He told about their efforts to try to rehab the Brown Birch area and discussions he had held with former Community Development Director Breazeale.  He talked about the possibility of financing through Community Development, refinancing of the property to get money to upgrade by adding new appliances, hardwood floors, concrete curb and gutter, sidewalks, etc.  He talked about the financing offers that was made and pointed out; however, that was in November of 2002.  He talked about efforts that would have to be made relative to changing the bylaws to allow that effort to go forth.  He talked about negative reports they received from the Community Development Department, discussions he had with the City Manager, etc.
Mr. Toulon went into great detail explaining efforts he has undertaken to try to get the Brown Birch Apartments renovated, conflicts with the Garner Road Redevelopment Plan, discussions he had with the City Manager and others, Garner Road Redevelopment Plan Workshop and what came out of that.  He told of the work with the Homeowners Association and went through that process including proposed changes to their bylaws, etc.  He stated they received a summary of options from the City that said if they accepted certain conditions the City would consider the loan and refinancing.  If not the City would look at concentrated code enforcement, acquisition, etc. pointing our more or less the report was saying if they didn’t cooperate with the City the City would take the property.  The owners of the property just lost faith that nothing would be happening many sold and moved.  The tenants have just lost all interest and hope.
Mayor Meeker pointed out he understands there is a long history and a lot of things have been discussed.  Mr. Toulon pointing out he had asked that the item be moved into the Comprehensive Planning Committee to try to look at the options that are available, help them determine which buildings are salvageable, which have a future, etc.  He told of work he has done to his building and stated they just need help sorting this all out.

City Manager Allen explained that is what the City has tried to do.  The City presented options to the owners and asked if the City was on target.  The City is still waiting for feedback from the Brown Birch Homeowners Association.  Mr. Toulon stated they did have the five options but it looked as if buildings were being eliminated in the plan.  He told of work that had been going on and the fact that some of the owners have sold.  Mr. Toulon talked about his involvement with Brown Birch over 19 years, the confusion that is going on and why he had asked that it be put in this committee and is asking for help.  Mayor Meeker suggested holding the item in Committee and let staff continue working with the group and the group could provide feedback on the options that have been presented.

Mr. West expressed appreciation to Mr. Toulon for the efforts he has given to this issue.  He pointed out the City has put a lot of time and effort into the Garner Road Redevelopment Plan and pointed out this is one piece of the big picture and he hopes we can come forth with a resolution that will be satisfactory for all.  It was agreed to hold the item until additional information is received.
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 negotiation for property in the following areas:  1)  Neighborhood Park Search – Litchford Road Area.  Mr. West moved approval of the motion as read.  His motion was seconded by Ms. Cowell and the Committee went into closed session at 12:15 p.m.  Minutes of that part of the meeting will be covered by a separate set.

Gail G. Smith

City Clerk
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