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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Tuesday, November 29, 2005, at 11:00 a.m. in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.


Committee




Staff

Mayor Meeker, Presiding

     City Manager Allen

Mr. Crowder 



     City Attorney McCormick
Mr. Isley



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

Jeffries Ridge Request - DHIC.  Community Development Director Grant pointed out this is a request from DHIC to reduce the interest rate for their loan relating to Jeffries Ridge from 8% to 2%.  She stated this is in order to allow them to apply and hopefully get a positive response from the Housing Finance Agency.  They want to modify the loan terms to enable them to get a more favorable result in order to complete the needed repairs and update the property.  In order to receive the funding from North Carolina Housing Finance Agencies both organizations have requested that the City continue with the current terms of the lease and extend the loan maturity dates on the project.  Committee Members received the following information in their backup package.
What is requested:
A. APPROVAL to extend the original land lease terms and loan maturity date between the City of Raleigh and Capital City Low Income Housing Limited Partnership (managed by Downtown Housing Improvement Corporation - DHIC) for the property known as Jeffries Ridge so that the City loan, Wachovia loan and NCHFA loan are co-terminus (March 1, 2020) and land lease continues at $1/year.

B. APPROVAL to reduce the interest rate on the loan to 2%, the current rate on the City’s Joint Venture Rental loans, with the City receiving 80% of cash flow and DHIC receiving 20% of cash flow with cash flow percentages adjusting based on the principal balance of the loan.
Background:
     On July 1, 1989, the City of Raleigh provided funding in the amount of $238,315 to DHIC in order to construct a 32-unit (24 2BR, 8 3BR) affordable housing complex at the corner of Raleigh Boulevard and Poole Road.  The development was one of the City of Raleigh’s first tax credit developments and was built on City-owned land that was leased to the development.  The City’s loan matures on December 5, 2005.
DHIC’s Request:
The tax credit compliance period on Jeffries Ridge is now up.  DHIC has applied for funds through the North Carolina Housing Finance Agency’s Preservation Loan Fund in order to complete needed repairs and updating to the property.  In order to receive the funding from NCHFA, both organizations have requested that the City continue with the current terms of the lease and extend the loan maturity date on the project so that the loan is coterminous with the first mortgage and NCHFA’s proposed third mortgage.  The City of Raleigh’s loan would remain in a second lien position.  Please see attachment.
Recommendation:
Staff recommends approval of both requests in order to maintain the units as affordable units for families in the City of Raleigh and update the complex to make it competitive in today’s market.
Attachment A

Request for Approval to Refinance and Renovate Jeffries Ridge Apartments

October 2005

Background

Jeffries Ridge is a 32-unit apartment complex located in Southeast Raleigh at the corner of Raleigh Boulevard and Poole Road and developed by DHIC, Inc. Completed in 1989, this project was the City’s first major rental housing development funded with tax credits.  The City provided a $238,000 loan and offered a ground lease with favorable terms to the limited partnership owner.  

The property has now completed a 15-year federal tax credit compliance period and the investor (Progress Energy) in the limited partnership has agreed to sell its limited partnership interest to DHIC for a sum of $1.  

DHIC has completed an inspection of Jeffries Ridge and has determined that the property has approximately $500,000 to $600,000 in repairs and renovations required in order to ensure that this property remains competitive as a well-managed affordable housing resource over the next 15 years.

Just this year, the NC Housing Finance Agency (NCHFA) established a special program that provides 2% interest rate loans to owners of rental property in need of rehabilitation.  DHIC has applied for these funds for Jeffries Ridge and the NCHFA staff has indicated interest in funding this work.  The NCHFA does not expect that the program will continue beyond this year.  

Summary of Request

1. The NCHFA has requested a modification of the terms of the City loan and ground lease such that they extend beyond the maturity date of the first mortgage loan with Wachovia Bank, which is March 1, 2020.

2. DHIC requests that the existing loan with the City be modified such that the interest rate is adjusted from the current 8% rate to 2%.  DHIC asks that this reduction be made retroactive to the beginning of the loan in 1989.  Under the existing loan terms, cash flow from the development has been insufficient to cover interest costs resulting in a current loan balance of $455,000 compared to the initial loan balance of $238,000.  If this loan had been booked at 2% interest, the outstanding balance would be $213,000.  The project will never have the financial strength to pay back the current loan balance.

3. The NCHFA will require DHIC to enter into a 15-year deed restriction limiting occupancy to those with incomes of less than 60% of area median income.  Therefore, DHIC requests that the annual ground lease payment remain at $1 per year.

In response to questioning from the Mayor, Ms. Grant pointed out these units were built in the 90’s and are located at the intersection of Poole and Raleigh Boulevard.  It was one of the first such units constructed in Southeast Raleigh.  They have been generally well-managed.  Mr. Isley pointed out going from 8% to 2% is substantial.  Ms. Grant pointed out the current loan terms are 2% and DHIC wanted to modify their loan to make it consistent with present day loans.  Mayor Meeker moved approval.  His motion was seconded by Mr. Crowder and put to a vote which passed unanimously.

Southeast Raleigh Assembly Nominees.  Committee members received a memorandum from City Planning Director Mitchell Silver suggesting three Southeast Raleigh Assembly nominees – John Gilbert Reaves, Jr., Southwest CAC; John Schlichenmaier, representing the Homebuilders Association and Keith Sutton, Executive Director of the Triangle Urban League.  Administration recommends that the Council appoint the nominees for a three year term beginning January 2006.  Mr. Isley moved approval.  His motion was seconded by Mr. Crowder and put to a vote which passed unanimously.
CLOSED SESSION

Mayor Meeker questioned if the Committee could discuss in closed session the economic development opportunity at the Seaboard Site/Grocery Store under the same provisions as listed in the closed session motion with City Attorney McCormick indicating that would be okay.

Mayor Meeker stated a motion is in order to enter closed session pursuant to NCGS-143-318.11(a)(4) for the purpose of considering the location or relocation of certain businesses in Raleigh and any incentives that might be involved in the relocation and pursuant to NCGS-143-318.11(a)(5) for the purpose of considering acquisition of property at the following locations.

1) Park Search Area 7 – Sierra and Lineberry Streets and Area 38 – Sunnybrook Road.

2) Sunnybrook Road Water Tank site

3) Wake County open space purchases

4) 213 Fayetteville Street

On behalf of the Committee, Mr. Crowder moved adoption of the motion.  His motion was seconded by Mayor Meeker and put to a vote which passed unanimously.  The Committee went into closed session at 11:05 a.m.  Minutes of that section will be covered in a separate set.

Gail G. Smith

City Clerk
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