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BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee met in regular session on Monday, November 29, 2004 at 11:00 a.m. in Room 305 of the Raleigh Municipal Building, 222 W. Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present.

Committee
Staff
Mayor Meeker, Presiding
City Manager Allen

Ms. Cowell
City Attorney McCormick

Mr. Isley
Assistant City Manager Wray
Also Present
Assistant City Manager Howe
Ms. Taliaferro (Part of meeting)
Community Development Director Grant

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

Item #03-17-Falls Lake Watershed (Neuse River) Land Acquisition.  City Manager Allen pointed out the River Keeper brought this matter to the Council’s attention as to whether the City should pursue measures to protect the watershed from land activity by looking at land acquisition, conservation easements, etc.  He pointed out the City of Raleigh did a broad staff analysis on this issue.  He pointed out the City does not control most of the watershed.  The City participates in the Upper Neuse River Basin Association and the Lower Neuse River Basin Association.  He stated the Council may want to ask those groups to come back to Committee with recommendations or if there are other programs that the City should participate in.  He stated another possibility is to approach the Corp of Engineers or the State about how the land is managed and if there is assistance they may need such as providing funds to help manage the area.  He pointed out should the Council want to consider purchasing additional lands the Council could consider adding a fee to Raleigh’s water/sewer bill to raise funds for protection of the watershed.  A 1 percent increase would generate approximately $450,000 per year and an additional 10 cents to the fixed charges would generate approximately $70,000 per year.  He stated the Committee may want to consider whether or not upgrading Raleigh’s water treatment facilities would carry more bang for the buck than Raleigh’s tackling a land acquisition program without a similar commitment from the other affected jurisdictions.  City Manager Allen pointed out the Committee members received a report in their agenda packet outlining these various options and history on this item.  Staff is seeking Committee’s direction on this issue.
Mayor Meeker questioned how active the City of Raleigh is in the Upper Neuse River Association.  Ms. Cowell pointed out that group looks at directions and suggested approaches.  There is not a lot of land acquisition going on.  She stated in addition there is conflict such as between Grandville and Person County who want to develop and Raleigh and Durham who want to approach it through conservation.  Mayor Meeker questioned if the State and the Corp of Engineer is short of funds for monitoring and managing the watershed.  City Manager Allen pointed out they probably are but he would hate for the City to get into their job.  Mayor Meeker stated he was interested in hearing more about assisting the Corp or the State.  Mayor Meeker questioned what the Manger meant in terms of our water treatment plant that is what upgrades he is talking about.  City Manager Allen pointed out we do have some dollars and there are some marginal things that we might do to improve our plant to meet higher standards than is required.  Ms. Cowell pointed out the Upper Neuse has adopted a sheet outlining their objectives with the Mayor pointing out it would be helpful for the Committee to see that.

Mayor Meeker suggested that the Committee hold the item and get the report on the Upper Neuse and a comment from the State and the Corp of Engineers as to whether they feel there are problems and what could be done.  He stated in addition if there are things that need to be done to protect the watershed we could pursue that through legislative authority.  Mr. Isley pointed out Ms. Cowell and Mr. Hunt could look at these issues in their new positions.  He stated he would rather have the State making the investment than the City.  City Manager Allen pointed out it is not unprecedented for the City of Raleigh to do the things that are the State’s responsibility.  Mayor Meeker pointed out if there are responsibilities that are not being met we should call on the State to do their job but also ask if there is something we can do to help.  It was agreed to hold the item in Committee.
Later in the meeting, Ms. Taliaferro stated she had hoped to be at the meeting when the Committee talked about the Falls Lake Watershed.  She questioned if there was any talk about schools in the watershed pointing out she is hearing concern about lack of schools serving people who live in the watershed.  She questioned if that should be discussed.  Mayor Meeker stated that question has been raised to him pointing out the two schools in the area are at their capacity water and sewer wise.  He stated administration doesn’t feel it would be a good idea to allow schools or increase in capacity.  Ms. Taliaferro pointed out she agrees but she is not sure it would be appropriate but it needs to be out in the public realm for discussion.  She pointed out most people do not understand that very little of our watersheds is in Raleigh’s jurisdiction.

Item #03-29 – Neighborhood Preservation and Housing Task Force’s Recommendations.  City Manager Allen pointed out staff had provided Committee members with detailed information relating to Housing and the Community Development Department’s responses to the NPHTF recommendations.
City Manager Allen pointed out he had provided Committee members with the following education plan which he feels is pretty aggressive.  The plan is as follows:

NEIGHBORHOOD PRESERVATION AND HOUSING TASK FORCE PROPOSED EDUCATION PLAN
A. Objective

1. Devise an ongoing education plan to reach all stakeholders – tenants, colleges, landlords, property managers, neighborhoods; 

2. Consolidate City codes, ordinances and nuisances; and

3. Provide database on rental properties and their zoning/building code compliance status and history

B. Plan Outline

1. Work with Pam Gerace of NCSU to develop its off-campus living guide for students’ website. (Review Univ. of Pennsylvania’s web site for content.)

2. Police Department has adapted the federal landlord training manual.

3. GIS staff in the Information Technology Department will develop the database, that Public Affairs will then put on the web site and market its availability to the public.

4. Develop easy-read brochure for students as renters. Proposed distribution of this brochure would be through:

a. Raleigh colleges’ orientation materials;

b. Raleigh property managers;

c. Colleges’ student affairs’ offices;

d. Wake County Public Library;

e. City’s website; and,

f. NCSU’s website.

5. Develop easy-read brochure for general population renters. Proposed distribution of this brochure would be through:

a. All Raleigh property managers;

b. Wake County Public Library;

c. City’s website;

d. City’s Revenue Collections site;

e. City’s community centers and all City publication distribution points;

f. BellSouth and Progress Energy’s revenue collections sites;

g. City’s community Services activities;
h. Raleigh Housing Authority (for those moving into private housing); and,

i. City’s community meetings and CACs.

6. Develop brochure for landlords, property managers. Proposed distribution of this brochure is through:

a. TAA;

b. City’s website;

c. CAC and community meetings;

d. At all of the City’s distribution sites for printed materials;

e. Wake County Public Library; and,

f. Part of City’s awarding privilege license.

7. Develop brochure for CACs and neighborhood associations. Proposed distribution for this brochure is through:

a. City’s website;

b. Community and CAC meetings;

c. All City distribution sites for printed materials; and,

d. Community Services activities.

8. Develop website with pages that address each of the aforementioned audiences.

9. Produce video that can be broadcast monthly on RTN11 and shown to CACs and neighborhood associations, and as part of the Neighborhood College curriculum 

10. Include in Service Excellence program – Educate front-line employees on these issues and develop primer on these issues for their use.

11. Water bill insert addressing from the neighborhood perspective – March/April

C. Timeline for Delivery

1. December 2 – First draft of all copy – brochures/web pages/insert/video script

2. December 9 – Final draft

3. December 16 – Given to task force members for review

4. January 5 – final approval 

5. January 24 – All materials completed – brochures printed/web pages up/video ready for broadcasting
# # # # # # # # 

Ms. Cowell pointed out as far as the marketing is concerned as it relates to the CD report it seems like we are using a lot of City resources.  She talked about ROAR pointing out housing is one of their major components and it may be that we would want to involve them in some way.  Ms. Cowell pointed out in NPHTF recommendations and Community Development responses it indicates that CD uses two property maintenance companies for its properties and neither have been under contract for a full year and questioned why.  Community Development Director Grant pointed out they are new property management companies.  The City utilized one for about nine years.  This year the CD Department broke it up and the two companies have been under contract since September.  One if Barker Reality Management which manages a majority of the units and they will be advertising on their web site, newspaper, etc.  She stated the other management company is a small company and they do not have the capacity to do the full fledge marketing.
Ms. Cowell asked about the City’s use of appraised value in selling our property and questioned if we should follow the Chicago Program which is selling the properties for $1.  Ms. Grant pointed out we are governed by State statutes.  She explained when we sell a property the income we get goes back into the program and everything we do to reduce the program income would reduce availability of dollars.

John Miller, NPHTF, indicated Committee members received the following memo signed by Bruce Mamel, Elizabeth Byrd and him.

We reviewed the proposed education plan and find it to be fairly comprehensive. We are happy to see an aggressive timeline and trust that we are on a path to see the NPHTF education recommendations come to fruition. We urge the BED committee to adopt and fully fund all parts of the proposal. We are concerned that the city will lead the way and do all the initial work while the colleges and rental community wait to see what they produce before addressing the recommendations. Clearly there is more than enough work to go around to create an educated public and this is a task that should be accomplished with relative ease.

For example, since NCSU is the largest area university we assume that they will devote a page or pages of their main website to all aspects of off-campus housing. We suggest that NCSU contact the other local post-secondary schools that have websites to put a link on their homepage to the NCSU site. We would also encourage these schools to participate by copying the NCSU page/city page to make cross-referencing and labor easier. The university has no shortage of students who are concerned about off-campus housing issues and we would urge Tom Stafford and Megan Langdon to find students, maybe from student government, willing to devote time to helping Ms. Gerace, creating the webpages, doing the research, set up the on-campus marketing, monitor city progress, etc.  Also, NCSU probably already has a “rental fair” for off-campus students and this could be used to disseminate information three times a year: spring, fall and the semester break. Registration and orientation are other obvious options. NCSU may already be doing some of this or more, but we do not know the current level of their involvement.

The TAA “Resources for Renters” page on the main TAA website is still blank after almost a year. Considering their share of the market, access to tenants, and expertise it is incumbent on the private sector to lead the way in tenant/landlord education. While the TAA is primarily an information vehicle for landlords we would hope that given all of the discussion about tenants that the organization would do their best to reach their customer base. We do not know the current level of their involvement.

We assume that all of the information between the city, the universities, and the rental community will be cross-referenced to minimize reinventing the wheel. The idea of a neighborhood center was proposed recently. While this may be problematic from a funding/timing standpoint a simple interim remedy would be a free standing kiosk or rack in the lobby of city hall with all of the print products available.

Raleigh is creating this entire program from scratch and we would hope that the city could set the bar for the nation in tenant/landlord education. There is no shortage of information and ideas to borrow from other cities and what is proposed is a good start. We trust the BED committee will see fit to see the objectives to their conclusion.

Regarding the two other objectives of consolidating codes and the GIS database we urge the city to integrate these into their enforcement and public awareness program in their next phase for system enhancements. Additionally, Minneapolis and other cities (Milwaukee Report) have information systems in place that could be useful in setting up the Raleigh database.

Mr. Miller highlighted the memorandum.  He stressed the importance of the Universities being involved as well as TAA and the industry.  They would encourage the City not to try to take on all of the work by themselves they should form partnerships, etc.  He talked about the use of inserts in the water bill which is a tried and true form of City communication but pointed out 80 percent of the people who receive those do not read them and it is not appropriate to 60 percent of those who do read them.  He called on the City to get all of the stakeholders involved and not bear the entire burden itself.  He talked about the possibility of having a staff position maybe a renter counselor and that person could also work to monitor the education program, work on the educational aspect, etc.  He talked about the need to have some type matrix to determine how well we are doing that is some way to determine if we have developed a good program and to define what a good job represents.
Mr. Miller pointed out a quick review of the material pointed out the City made 72 loans last 2 years and that concerns him as that is not a lot of production.  We need to determine what should be done to increase the productivity in the loan department.  He does not know if the small number of loans is due to lack of funding or exactly what but 72 is not productive it should be more like 172.  He stated he understands the Community Development Department is going through a 5-year plan and maybe that is a good opportunity to rethink and look at more current type programs.  He talked about Raleigh high/median income and the fact that we are in a good position to capitalize on many of these programs.  The increase of the loan cap to $150,000 was good.  He talked about the median income in Raleigh and the percentage of the population that is at or less than the median income and the number of housing stock available.  He stated there are big opportunities out there.  He talked about more partnership with the local institutions and working with Raleigh Housing Authority.  Mr. Miller stated he had provided Committee members with information on housing programs in Louisville, Kentucky and Columbus, Ohio and talked about the need to have some sort of mechanism to let the City tap into this type program.  He talked about new tax credit programs, such as new markets tax credits, creating new employee enhanced programs, second mortgage down payment, independent entities, various programs offered by the various banks which are aimed at encouraging people to stay in the community they work in.  He spoke to programs such as Civic Heroes/Neighborhood Champions, and posting info on the web.  He also talked about coordinating broker training and various programs carried on in Columbus, Ohio.  He stated in the CD Department he sees two arms one is the marketing and one is production and they need to be coordinated.  He presented the idea of achieving the designation of Affordable Housing Specialist and coordinate efforts of the Community Development and Community Services to maximize the effectiveness of these programs.  He indicated he had submitted information on various programs he hopes the Committee will review as follows:

Private Sector Partnerships; Investing in Housing
Housing Partnership, Inc. Louisville, Kentucky

Columbus Board of Realtors Affordable Housing Committee

Columbus Housing Partnership

Neighborhood Reinvestment Corporation

National Neighbor Works Program
NAR and Mayors Ambassador to Cities Program

Building Homes in America 10 Pilot City Programs

Provo Utah Core Neighborhoods Revolving Revitalization Committee
Middle Income Home Ownership in Philadelphia

Homebuyer Programs for Middle Income and Municipal Employees

Neighborhood Champions Home Finance Programs Banks in Area
Versatility of Employer Assisted Housing

Mayor Meeker stated as he understands the Housing Task Force hasn’t been reconstituted and maybe the Committee could look at that.

Mr. Miller stated he thought there was going to be a report on legislative activity.  City Attorney McCormick indicated there is not a report but the City Council wants to pursue the same bill that was presented last time that would shorten the time to get repairs done or demolition occurs.
Elizabeth Byrd presented Committee members with information concerning the City of Greensboro program.  She stated she hasn’t spoken to anyone personally but got her information from the web site.  She stated everyone is in favor of a lesser time as it relates to repairing dwellings.  She talked about Greensboro’s website which gives a time line so that at the end of a year one is through the process.  They have to show progress.  Greensboro has just adopted the International Code and she understands the City of Raleigh would like to start using that standard.  She pointed out Greensboro started in January of this year and it seems to be of a great benefit to them.  She again explained the website and the web links pointing out they have a slide show which will take one step-by-step to take in taking care of a problem.  She pointed she had talked with Jim Parajon about this being a great educational tool that would be easy for the public to understand.  She again stressed the importance of the time line and its helpfulness.  She explained Greensboro just recently adopted an occupancy permit program and would be good to look at that.  She explained there a lot of resources out there that we could utilize.  Mr. Miller pointed out the time line is very good.  We would like to think at the 366 day in a process something will happen.  He stated if we cannot get the law changed we should go through a process to make sure that something does happen within the timeframe given by the City.  Mr. Miller stated the Rental CO is an interesting concept and spoke briefly to that.
Mayor Meeker pointed out there seems to be consensus on the education program so he feels we should move forward and move that the Committee recommend approval.  Mayor Meeker stated he feels we should reconstitute the Task Force and we could do that by seeing who is on the Task Force that wants to stay.  Once the Task Force is reconstructed they can look at the educational program and other suggestions.  In response to questioning, Mr. Miller pointed out there were 15 people on the Task Force originally and by the end of the time there was 8 or 9 functioning members.  Mayor Meeker stated it would be important to have some of the trades represented with Mr. Miller talking about the interest of TAA and Raleigh Regional.  They have a lot of history and he feels their representatives would in be interested in serving.  He stated he does not feel the reconstituted Task Force should have more than 10 members.  He called on the Committee to not delay implementation of the education portion until the Task Force is reconstituted and urged the Committee to move forward with the education program.  He talked about the financial end and the need to make more than 72 loans.
Mayor Meeker moved that the Committee recommend approval of the education program as presented.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.

Mayor Meeker moved that the Task Force be reconstituted by asking those who are currently serving if they want to continue to serve and once that information is gathered the City Council can decide how big the Task Force should be.  His motion was seconded by Ms. Cowell.

Mr. Isley stated he does not feel the Task Force should be reconstituted.  The people who were involved can always come, make recommendations, monitor what is going on, etc.  Mayor Meeker stated the purpose of the reconstituted task force would be to review the education program, help monitor and help carry it out.  Mr. Isley again stated there is a core group of people including Mr. Miller, Ms. Byrd, Mr. Mamel and he feels they will continue to be involved.  Mayor Meeker stated it is a question of whether they would be involved formally or informally.  Mr. Isley stated he had never been a big fan of task forces.  He feels that people will continue doing a job and monitoring this without the formalization of a Task Force.  Ms. Cowell pointed out this is very detailed issue.  She feels they may need some staff help, etc., and having a Task Force is a way to formalize that and get them the needed staff help.  The motion as stated was put to a vote which resulted in Mayor Meeker and Ms. Cowell voting in the affirmative and Mr. Isley voting in the negative.  Mayor Meeker pointed out the financing and timeline and other issues should be left with administration.
Item #03-32 – 309 Hillsborough Street Project – Reynolds Company.  Attorney Tom Worth was at the meeting representing Ted and David Reynolds.  He stated a few months ago they requested and received an extension on the project at 309 Hillsborough Street.  He stated they have been working diligently on the proposal.
Ted Reynolds pointed out the last time they were before the Committee the charge that Committee gave them was to come back and tell the Committee if they have a viable project for 309 Hillsborough Street.  He stated they are in possession of a letter of intent from a major law firm wanting 50,000 feet of space.  He stated his company is committed to going forth with the hotel and residential side.  He presented a handout which showed various possibilities.  He stated they are in serious discussion with two major banks and two other office uses.  They have developed a program and a project that includes residential, hotel, parking and office.  They have looked at traffic patterns off of Morgan and Hillsborough Street.  He talked about their project on Jones Street pointing out they are starting to pour concrete now.  He talked about the timing that is required to move forward on a project of this nature pointing out it was over two years ago when he first met with people relative to the Jones Street project.  He pointed out they had spent in an excessive of $50,000 in architectural fees, etc.  He pointed out they can move forward with the project quicker but they feel if would be a lesser project.  To take this site and do less than what the site demands he feels would be a mistake.  They have an opportunity to do a grand vertical tower.  They could do a smaller building now but he feels it would not be fair to the site.  He pointed out they need two years.  They could do it in 18 months but would be more comfortable with 2 years.  He stated, however, if they are crunched down to six months, eight months or a year they would have to move forward with less than what the site could do and they do not feel that is best for them or the City.
David Reynolds presented a virtual tour of what the proposed tower would look like in connection with surrounding buildings.  He pointed out they are talking about a 32-story building.  He explained now they are waiting on major corporate users and you cannot push but so fast.  They can control the residential and hotel but cannot control the office aspect.  If they put Class A office with parking in the building it would be what the site deserves.  He stated they can show some other floor plans but talked about what they would like to do on the site.
Brief discussion took place concerning the current repurchase agreement.  Mayor Meeker stated he understood Mr. Reynolds to say they would like to have 18 to 24 months to break ground and if they were given that what would be the no go stage.  Mr. Reynolds pointed out they feel they are in a go position now.  They have 50,000-square feet of office space committed.  He stated, however, they feel they can add to that.  He stated if they were forced to move forward with the 50,000-square feet that they now have committed they would be looking at a smaller building.  He stated if they were given additional time they could have a building underway in 18 months and make a public announcement in about 12 months.  He stated additional time would be good.  He feels would help make a better project.  He pointed out they are trying to get commitments at this point.
In response to questioning, City Manager Allen pointed out he feels the City should exercise the right to buy back the property.  He talked about the escalation of the price of the property and again pointed out it is his recommendation that the Council opt to exercise its repurchase option.
Ms. Cowell pointed out if we grant an extension if that is saying to Mr. Reynolds that this is the way we want to go.  She stated looking at the renderings gives her major heartburn.  She does not feel we should have a 32-story building this far away from the other tall buildings in our City.  She cannot support that proposal.  Mr. Reynolds pointed out they are continuing to work with the plan for the building as they move forward it could turn out that the design would call for two buildings of lesser height.  He pointed out they are in the planning stage now and talked about discussions he had with staff on the Jones Street project and how he would continue to work with staff to make sure that what they do on the property fits in with what the City wants.
Mayor Meeker stated he understood Ms. Cowell’s comments.  He stated, however, we’ve got a group of local developers that have been successful with other projects.  He thinks the project is in progress now and he does not know if 32 stories is too tall.  He stated, however, he would be interested in extending the repurchase option for one year and then we would have an announcement or we would start over in the process.  He stated maybe we could opt to repurchase the property and something better would pop up but there are many areas for things to happen.  If we’ve got local people who want to move forward he feels we should give them that opportunity; therefore, he would move that the Committee recommend extending the repurchase option to February 2006 with the thought that there would be an announcement of a project by that time and get the project started within 6 months of that time.  His motion was seconded by Mr. Isley.
Mr. Isley stated he likes the concept that were presented and if anything he wishes the building were higher and bigger.  He pointed out the location is close to a transit project station and he feels it is a good idea and he is excited about the proposal.
Ms. Taliaferro indicated one of the issues the Council has been talking about is the comments made by Ms. Cowell that is where the tall buildings will be.  She pointed out in her opinion 309 Hillsborough Street is downtown, downtown is not just Fayetteville Street.  She stated she is committed to density.  There has been a lot of discussion about being bold and when you’ve got local folks willing to put their money forth and move forward with the project she feels that is good.  Ms. Cowell stated she is all for density but do we want all tall buildings or do we want mid-range buildings.  She talked about the Paramount which is going up in the Peace Street area and the fact that it dwarfs everything around it and questioned if that hinders or in-genders additional development in the area.  She feels this proposal is taking Raleigh in a direction that she does not want to go.  The motion as stated was put to a vote which passed with Ms. Cowell voting in the negative.
Artspace – Request for Agreement Amendment.  Mr. Isley asked to be excused from participation in this item as his wife is on the Board of Artspace.  Mayor Meeker moved that Mr. Isley be excused.  His motion was seconded by Ms. Cowell and Mr. Isley was excused and left the table.

Mayor Meeker pointed out Mr. Campton is on the Board and he has dealings with Mr. Campton and questioned if he should be excused from participation in this item with City Attorney McCormick indicating he could just reveal the connection but need not be excused.

City Manager Allen indicated he had provided Committee members with the following information concerning this item.

Artspace, Inc. (Artspace) began leasing the property at 329 S. Blount Street from the Sanders Ford Partnership in 1986. The City loaned Artspace $180,000 to up-fit the building.  Artspace used City grants to make the lease payments.  

The City eventually decided to purchase the property, continue leasing it to Artspace, and to use the lease payments received from Artspace to retire the City’s acquisition debt on the property.  On January 24, 1995, the City purchased the Artspace building from the Sanders Ford Partnership for $1,100,000.  Terms of the City’s purchase were: $118,800 down and $981,200 financed for 10 years @ 76% of BB&T Prime to be paid off on 1/24/05.  The Lease Agreement (copy attached) calls for Artspace to make lease payments of $155,000 to the City and to pay its utilities.  The City has been making annual grants of approximately $182,000 to Artspace and Artspace has used these grants to pay its rent and utilities.  

In 1999, the City began entertaining offers from private investors who wanted to purchase the building.  In February, 1999, the property appraised for $1,530,000.  On January 1, 2001, the City and Artspace entered into a Lease/Purchase Agreement.  Artspace stated to Council that it would begin a capital fundraising effort to be able to purchase the property at the end of the Option Period.  The Agreement provides for a 5-year lease, from January 9, 2001 through January 9, 2006, with an Option to Renew for one additional 5 year term.  The Agreement also provides Artspace an Option to Purchase the property for $1,100,000.  The Option to Purchase expires on 1/09/05.  The Option’s terms of sale call for $200,000 down and $900,000 @ 0% interest for four years.  The agreement also called for the City to forgive the balance outstanding on Artspace’s loan from the City.  The unpaid, forgiven balance was $149,845.    

By letter addressed to the City Manager (copy attached), Artspace has requested the following modifications to the Lease/Purchase Agreement:  

· “Extension of the Purchase Option until January 15, 2006.”

· “Extension of the Closing Period to 90 days.”

· “Reduction of the purchase price to $1,000,000.”

· “Reduction in the amount of Raleigh Arts Commission guaranteed annual operating support from $182,000 to $95,000 over the next five years.

· “Extension of Repayment Period to 5 years”

Previous Committee Action:  None on this Lease Modification Request issue


Property Data:

Real Estate ID #:
 
0062088

City Purchase Price (1995)
$1,100,000

Current Tax Value: 

$1,105,056

Appraised value (1999)
$1,530,000

Artspace’s Option Price
$1,100,000

Size



.33 acres

Zoning



Business

Recommendation:
That the sale of the property proceed as per the existing agreement with the sale occurring early next year while extending the closing period to 90 days, as requested, should Artspace choose to exercise its Option to Purchase.

That no reduction be made in the Purchase Price of $1,100,000.  The Purchase Price is already at a significant discount based on the 1999 appraisal. 
That the terms of sale be modified as follows:  $100,000 to be paid at closing with the balance to be paid in five annual installments of $200,000 at 0 % interest.

That the City’s annual operating support to Artspace be gradually reduced over the next five years as follows:

$55,000   FY 05-06
$45,000   FY 06-07
$35,000   FY 07-08
$25,000   FY 08-09
$15,000   FY 09-10

City Manager Allen highlighted the information.

Bruce Thompson, Mary Poole, Henry Campton and Lauren Kennedy were at the meeting to discuss their proposal.  Mr. Thompson pointed out Artspace entered into this agreement in 2001 and then began their capital campaign for $2 million to purchase and renovate the building.  He pointed out 2001 was not a good year to start a capital campaign.  They were dealing with staff changes and the economy in general.  He stated once they started actively campaigning they’ve got 100 percent participation from all Board members, artists and have $303,000 in pledges of that about $60,000 is in cash.  He pointed out the roof at Artspace is a 15-year roof and they are starting their 19th year.  On Thursday they will open bids to replace the entire roof.  Artspace, Inc. will take care of that cost.  They will be taking the money out of the Capital Campaign and it could be up to $50,000 or $60,000.  He pointed out that is one of the main reasons they are asking for the extension until January 15, 2006 as that will put them in a better position and the hope that they could use the roof repair money as a down payment.  He talked about the money they receive from the Raleigh Arts Commission and explained their request.  He pointed out there is no guarantee when they apply for arts grant money that they will get it.  He explained their request in full.  Mr. Thompson pointed out they had asked for a reduction in the purchase price because of the roof expense or that could be a down payment on the building.  He talked about the success of Artspace and the number of people they attract to the downtown area which he estimated at over 100,000.  He stated they feel they are one of the anchors in the downtown.
Mayor Meeker asked about extending the purchase option until June 30 with Mr. Thompson pointing out they maybe able to close in that time period if they could substitute what they paid for the roof as a part of the down payment.
One of the representatives of Artspace talked about the impact they have had on the community for the last four years.  She pointed out the number of people that come down to First Friday continues to grow.  Artspace is known all over the country and talked about a national organization meeting that was attended recently and many people were asking how Artspace got started.  They continue to increase the number of people they reach.

Mayor Meeker suggested holding this item and allow Mr. West an opportunity to study the issue and this item would be taken up at the next meeting.

Murphey School Report.  City Manager Allen pointed out Committee members received the following report in their agenda packet.
BACKGROUND:  At the October 26, 2004 Budget and Economic Development Committee meeting Administration was “authorized to continue the negotiations and bring the item back to committee,” regarding the State of North Carolina’s request to amend its lease with the City for the Murphey School.  The State has requested that approximately one-half of the existing parking area behind the Murphey School be released in order for it to be included in the “Blount Street Request for Proposals” scheduled to be issued on November 5, 2004, or under a separate amendment to the RFP mailed later this year.  As reported during the meeting, Downtown Housing Improvement Corporation (DHIC) has subleased this property from the City.  Staff has been in direct contact with Gregg Warren, President of DHIC regarding the State’s request, whose comments were presented to the Committee.

Mr. Warren expressed overall support for the State’s Blount Street project and agreed that the parking area behind Murphey School was underutilized; however, he asked to see a conceptual drawing to ensure that at least one-half of the parking lot’s 58 spaces would remain if half of the current parking area is released to the State.  Following BED authorization on October 26, City staff contacted the State Property office in order to request and to obtain a drawing of the site showing the remaining parking spaces after the release.  The State’s property agent indicated that their office did not have drawings or the capacity to produce drawings.  According to the agent, the State had intended for the parking area to be described as being potentially available to developers in the Request for Proposal.  If interested, the developers could indicate interest in the School’s parking area, and supply conceptual drawings showing proposed utilization of the area along with their bid proposals, subject to final review and concurrence by the City as tenant and DHIC as subtenant.

Following conversation with the State, City staff contacted Gregg Warren with DHIC.  Mr. Warren stated that he would not necessarily have to review a conceptual drawing of the proposed site if wording could be included in the State’s RFP which provides for a final design with:

· A minimum of 25 parking spaces and a design preference for as many spaces as possible above that number.

· Parking in close proximity to the entrance to accommodate the needs of elderly residents.

· Provisions by the State or developers to provide off-site parking in close proximity to the School to address future needs by the elderly residential facility and/or the Burning Coal Theatre are requested for release half of the parking area.

The State has presented the following paragraph to be included in the Blount Street Request for Proposal.  Upon review of the paragraph, Gregg Warren with DHIC presented a suggested addition which is shown in italics.

“Murphey School is available for sale subject to an existing lease with The City of Raleigh, sub-leased to DHIC as affordable rental housing for seniors.  The City of Raleigh has agreed to amend the lease to release up to ½ of the parking lot subject to 25 parking spaces remaining and provided to Murphey School.  [Greg Warren] The remaining spaces should be conveniently located to the entrance on the south side of the building.  The auditorium of Murphey School is planned to house the Burning Coal Theatre, however at this time a sub-lease is not in place.”

PREVIOUS COMMITTEE ACTION:  October 26, 2004 – BED (Open Session) “Authorized to continue the negotiations and bring the item back to committee.”

RECOMMENDATION:  Authorization to amend the City’s lease with the State of North Carolina dated July 14, 1989, to remove up to approximately one-half of the existing parking area behind the Murphey School, subject to inclusion of the provisions cited above in the State’s “Blount Street Request for Proposals”, provisions by the State to provide off-site parking in close proximity to the School to address future needs by the residential facility and/or the Burning Coal Theatre, along with concurrence of the final proposal by the City as tenant and DHIC as subtenant of the Murphey School.
City Manager Allen pointed out staff has done as good a job as they can structuring the language to meet the needs of the City and Murphey School.  Mayor Meeker moved approval.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.

Madison Glen Apartments/Braebourne Apartments Loan Term/DHIC.  Council members received the following report in their agenda packet.
WHAT IS REQUESTED
1. APPROVAL to make the following changes to the Braebourne Limited Partnership loan for  the 120 unit apartment complex located at the intersection of Lynn and Ray Roads known as Madison Glen Apartments:
· Reduce interest rate from 6% to 2% (current rate on Joint Venture Rental Programs)
· Drop cash flow
· Revised payment schedule based on project cash flow from current market conditions as attached
BACKGROUND:
In early 1998, City Council approved the awarding of $1,000,000 to DHIC for construction-to-permanent financing to develop and construct a 120-unit complex at the intersection of Lynn and Ray Roads in North Raleigh.  The development was to be a mixed income development and would provide housing for 50 low-income families and 70 market rate families.  At that time, the City committed the funding at 6% which was considered below market.  On November 13, 1998, the City closed on the Construction loan for this development.

In November 2000, construction was completed on the property and Madison Glen had received its Certificates of Occupancy.  It was during this period that market rate apartments were having vacancy problems.  Therefore, Madison Glen had difficulty maintaining a high enough occupancy to switch to a permanent lender.  DHIC ended up releasing their funding commitment and found interim lenders to relieve the Wachovia Construction loan while they searched for a permanent lender with a lower interest rate.

DHIC found a permanent lender in CICNC.  They hope to close on this loan within the next couple of weeks.  In the meantime, staff from DHIC, City of Raleigh Community Development, Wake County and the North Carolina Finance Agency have taken another look at the pro forma on the project and although the development is now leased up and maintaining a low vacancy rate, we determined that the original payment schedule is more than the project can expect to pay.  After several meetings and brainstorms, the above is what we recommend.

DESCRIPTION OF PROJECT:
Madison Glen Apartments is a 120-unit apartment community of 1-, 2- and 3-bedroom apartments. Fifty of the units have been set aside and rented to very low-income families (those making less than or equal to 50% of the Area Median Income).  The remaining 70 units are market rate.  The developer for this project is DHIC.  They have contracted Drucker and Falk for the management of the property.
Location:  The community is located at the intersection of Lynn and Ray Roads in Priority One 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.

Current Funding:  The current financing is as follows with the City’s loan in a second lien position:
     Funding Amt

Source


Repayment terms

     
     $4,425,000


CICNC

7.25% over 20 yrs 

     $1,000,000


City of Raleigh
6% over 30 yrs

   
     $800,000


NCHFA

4% over 20 yrs


     $600,000


Wake County

0% over 20 yrs

     -------------
    $6,825,000
Total Costs
Proposed Funding:  This is the financing structure that made the development more feasible with a shorter loan term, but decreased interest rate:

    Funding Amt

Source


Repayment terms

     
     $4,425,000


CICNC

7.25% over 20 yrs 

     $1,000,000


City of Raleigh
2% over 20 yrs

   
     $800,000


NCHFA

2% over 20 yrs


     $600,000


Wake County

0% over 20 yrs

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



     
      $6,825,000
Total Costs

Proposed Payment Schedule:  The proposed payment schedule is based on a percentage of the anticipated cash flow for the development after the first mortgage is paid.  The City is to receive 42%, NCHFA is to receive 33% and the County 25% (based on the amount of money funded to the development).



Year


Amount


2004


$3,079



2005


$3,642



2006


$19,255



2007


$20,846



2008


$22,414



2009


$23,957



2010


$25,473



2011


$26,960



2012


$28,415



2013


$29,837



2014


$31,222



2015


$32,567



2016


$33,871



2017


$35,129



2018


$36,339



2019


$37,499



2020


$38,603



2021


$39,650



2022


$40,636



2023


$41,556



2024*


$42,407

*Balloon payment would then be due for the balance of the loan.

Recommendation:  Staff recommends that the City Council approve the requested payment changes for this development.  Our current interest rate on Joint Venture Rental programs is 2%.
Community Development Director Grant explained the proposal pointing out this would be reducing the interest rate from 6 percent to 2 percent which is currently the term of all of our joint venture programs.  The City would get cash flow over 20 years and then a balloon payment.  The applicants have met with Wake County and the primary lender and they agree.

Mayor Meeker questioned if the City had received any complaints from the neighborhood relative to this project with Ms. Grant pointing out no complaints have been received.

DHIC Director Greg Warren pointed out this loan was in 1998 when the rental market was popping and the project was placed in service in 2000.  He stated they had to lower the rent and pointed out they do projects for 20 to 30 years.  Mr. Warren stated they do have a first mortgage in place.  He explained the shortfalls in this project and the reason for the request for refinancing.  Mayor Meeker moved approval.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.
Real Estate – 110 East Street.  City Manager Allen pointed out Committee members received the following information in their agenda packet.

BACKGROUND:
The City’s property at 110 S. East Street is in the Downtown East Redevelopment area, and was purchased by the City in 1984 for the purpose of redevelopment.  The intended redevelopment never occurred because it required additional property owned by the federal government which did not want to sell.  The site is currently improved as a parking lot, half of which is being leased to Jac F. ReVille for use at the business located at 105 S. Bloodworth St. (Portraits South).  On September 9, 1995, the City entered into a lease agreement for 12 parking spaces for $200 per month.  The agreement contains a termination provision with 60 days written notice.

At the 7/13/04 Budget and Economic Development Committee(BED) meeting, it was reported by staff that the City had been contacted by representatives of the All Saints Anglican Parish regarding the City’s interest in selling 110 S. East Street.  The intended use of the lot would be for the relocation of the All Saints Chapel which needs to be either relocated from its current location or demolished.  After discussion, “it was agreed to hold the item in committee, get an appraisal, and then receive a recommendation back from Administration.”

Since BED authorization on 7/13/04, the City’s Community Development, Planning, Administrative Services Departments have reviewed the request and have determined that relocating the chapel to the City owned land is a viable project and will require the entire parcel less the 12 foot wide strip as shown on the proposed site plan.  As directed, staff obtained an appraisal from Harris Appraisal Service. Comparable market sales included in the report indicated a value range of $66,700 - $74,300, with the appraiser citing $66,700 as the property’s recommended value.  An alternative sales price for the site could be the property’s tax value of $70,740, which lies near the mid-point of the indicated value range.

RECOMMENDATION:
Staff recommends that the property be sold subject to the following conditions:

· The proposed project will be developed consistent with the 10/28/04 OBS Landscape Architect site plan or an option acceptable to the City.

· The City will have the option to repurchase the approximately 12’ wide by 120’ long strip of property located directly south of the parcel at 109 S Bloodworth St in the event that the City needs the property for future redevelopment.  The repurchase price will be the tax value of the unimproved property at the time of repurchase.
· The City will publish a notification indicating its intentions to change the intended reuse of the property from residential to non-residential as required by HUD.

· The land sale will be pursuant to GS 160A-266 and 267 which requires a preservation or conservation agreement and a published resolution.

· The land sale will include an ownership reversion clause in the event the relocation project is not substantially completed within 2 years from the time of land sale.
· The property will be sold “as is” for its current tax value of $70,740 with City financing at 0% for 3 years.  The City’s loan will remain in first position and will not be subordinated.

· The project must secure all the necessary City development approvals before the land sale closing.

· The City must terminate its parking lease with Jac F. ReVille at least 60 days before the land sale closing.

SITE INFORMATION:
The site is currently improved as a parking lot;
Size:

.25 acres

Zoning:
RB (Residential Business)

Tax Value
$70,740
PREVIOUS COMMITTEE ACTION:  None

The item was considered at the 7/13/2004 Budget and Economic Development Committee meeting.  The minutes are as follows:

Real Estate – East Street. Assistant City Manager Prosser pointed out the City had received an inquiry from representatives of All Saints Anglican Parish regarding the City’s interest in selling property at 110 South East Street.  The intended use of the lot would be for the relocation of the All Saints Chapel.  The Committee members received information in their agenda packet from Attorney Holmes Harden representing the Parish.  The property is in the Downtown East Redevelopment area and was purchased by the City in 1984 for the purpose of redevelopment and is currently managed by the City’s Community Development Department.  The site is currently improved as a parking lot; however, it is not actively managed as a parking facility due to insufficient demand for spaces in the immediate area and the accompanying drain on manpower needed to daily police the site.  It was talked about if we sold the property it should be with the condition of multi-year financing to be consistent with other sales in the area but that the City should not subordinate its loan.  The City would maintain first position.  The size of the chapel that is being moved and exactly how much property they are interested in purchasing was talked about.  Mr. West asked about the historic designation for the building with it being pointed out they would want to retain the historic designation for the building and would seek historic designation for the property.  How the property is utilized and the fact that the All Saints Chapel is interested in this property, as they would not have to move their Chapel so far was talked about.  It was pointed out the tax value on the property is $70,740; however, we have not had an appraisal.  City Attorney McCormick questioned if it would be a private or public sale with Mr. Prosser indicating no decision has been made staff just wanted to get direction from the Committee as to whether it would even consider the possibility.  It was agreed to hold the item in committee, get an appraisal, and then receive a recommendation back from Administration.  Mayor Meeker suggested following their course of action, which was seconded by Mr. Isley and put to a vote which passed unanimously.

City Manager Allen highlighted the report.  Mayor Meeker questioned the condition of the chapel.  Holmes Hardin pointed out the chapel is in pretty good shape.  The restoration will be funded privately through donations.  He stated they have read the report and they agree with the recommendations.  He pointed out the moving is a six block area and they would like to see cooperation from the City relative to moving the streetlight pointing out hopefully that could be done by the City rather than as an expense to the parish.  City Manager Allen pointed out that is the moving company’s expense.  The City does not normally pickup that expense.  Mr. Hardin pointed out the financing proposed is at 0 percent for 3 years and questioned if that could be extended to 5 years.  Mr. Isley moved approval of the recommendation with the understanding that financing would be at 0 percent for 5 years.  His motion was seconded by Ms. Cowell.  Mayor Meeker pointed out the City Attorney has some questions about the legality of the private sale; therefore, he would recommend that the motion be subject to receiving a report from the City Attorney with Mr. Isley and Ms. Cowell agreeing.  The motion as stated was put to a vote which passed unanimously.
Southeast Raleigh Assembly.  Assistant City Manager Wray pointed out about two meetings ago Mr. West talked about a possible expansion of the Southeast Raleigh Assembly to include the East CAC and parts of the Southwest CAC.  He pointed out the Executive Committee and the Assembly had approved the expansion of the boundaries.  He stated both groups had approved the expansion.  Ms. Cowell moved approval of the expansion as proposed.  Her motion was seconded by Mr. Isley and put to a vote which passed unanimously.  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.  Ms. Cowell moved approval of the motion.  Her motion was seconded by Mr. Isley and put to a vote which passed unanimously.  The Committee went into closed session at 12:10 p.m.  Minutes of that section of the meeting will be covered by a separate set.

Gail G. Smith

City Clerk
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