
Budget & Economic Development Committee


July 18, 2006

BUDGET AND ECONOMIC DEVELOPMENT COMMITTTEE

The Budget and Economic Development Committee of the City of Raleigh met on Tuesday, July 18, 2006, at 11:00 a.m. in Room 305 of the Raleigh Municipal Building, 222 W. Hargett Street, Avery C. Upchurch Government Complex with the following present.


Committee
Staff

Mayor Meeker, Presiding
City Manager Allen


Mr. West
City Attorney McCormick
Mayor Meeker called the meeting to order indicating Ms. Kekas has a medical appointment and Mr. Crowder is out of the country; therefore, those two are excused from the meeting.  The Committee will be operating under the new rule of two members making a quorum.  The following items were discussed with action taken as shown.

Item #05-22 – African-American Cultural Center Phase 2 Study.  Mayor Meeker indicated he had asked that this item be referred to Committee to talk about the possibility and funding requirements of moving to Phase 2 of the African-American Cultural Center Complex study.
Phil Freelon, Freelon Group, indicated his group had done Phase 1.  He stated last week he met with the City Manager and Planning Director to go over what could be or should be included in Phase 2.  He gave a brief history of Phase 1 which was a feasibility study which started about a year ago.  He explained the information gathering from the three entities the Pope House, Palmer Cultural Heritage Museum and the Martin Luther King, Jr. Resource Center.  He stated in prior years his firm had worked with each entity; therefore, they were the appropriate party to look at a combined effort.  He gave information as to what was done in Phase 1 including contact with the entities, looking at all of the studies and work going on in the area, user interviews, looking at the work of each entity and their needs and responsibilities.  At that point it was determined that 55,000-square feet is needed for the 3 entities.  They began to look at how they could arrange these programs on the same site and look at the southwest corner diagonally across from the Convention Center Concept Site Plan A.  He talked about possibilities for that location and presented a computer rendering and massing perspective.  He indicated Phase 1 took about 5 months.
Phase 2 would include a number of elements.  He presented the following concept and explained what would occur under the various elements.  He also talked about work his group had done in San Francisco, Charlotte, Philadelphia, work that has been done in Baltimore, etc., and related those experiences to what is being proposed for Phase 2.
1. Facility Tours $ 13.080

a. Identify possible visitation opportunities 
b. Contact institutions and make arrangements 


c. Visit 3 comparable facilities 
d. Documentation / case studies 


2.
Pre-Planning Retreat (User groups and City/County) $ 6,000 
a. Review and confirm Phase I findings 
b. Develop Mission and Vision Statements 
c. Review and discuss toured facilities 
d. Establish budget and schedule 
e. Documentation 


3.
Stakeholder Meeting No.1 (broader community) $ 3,600 
a. Preparation and preview (User groups and City/County) 
b. Present outcome of tasks 1 & 2 
c. Solicit input & build consensus 
d. Review next steps 
e. Documentation 


4.
Detailed Site Analysis S 8,280 
a. Gather and review existing documents 
b. Prepare base drawings 
c. Analyze existing conditions 
d. Generate massing studies 


5.
Detailed Programming (3 users) $ 36,000 
a. User interviews 
b. Functional program analysis 
c. Room data sheets 
d. Adjust budget and schedule including phasing 


6.
Alternative Development Scenarios $ 15,200 
a. Mixed use alternatives 
b. Private development partnerships 


7.
Adjacency / Stacking Diagrams $ 15,200 
a. Stand alone facility 
b. Alternative development scenarios 


8.
Stakeholder Meeting No. 2 $ 3,600 
a. Preparation and preview (User groups and City/County) 
b. Present outcome of tasks 4, 5, 6 & 7 
c. Solicit input & build consensus 
d. Review next steps 
e. Documentation 


9.
Presentation Materials $ 19,380 
a. Rendered site plan 
b. Floor plan diagrams 
c Conceptual elevations 
d. 3-D blocking and stacking diagrams 
e. Conceptual interior sketch 
f. Graphic layout for simple brochure 
g. Budget and schedule 
h. Develop PowerPoint presentation 


Totals
$120,340


Reimbursable Expenses
$ 12,000
not to exceed 


Total Lump Sum Fee Proposal

$ 132340

Mr. Freelon went through each item and comparing it to work they had in the other cities and explained the concepts outlined.  Mayor Meeker questioned if Phase 2 is completed if we would have a design of a building with Mr. Freelon pointing out you would have a concept design vertically and horizontally but not a floor plan or precise design.  Mr. Freelon talked about fundraising which he feels should follow quickly after completion of Phase 2 or concurrently with Phase 2.  He stated as far as funding is concerned we could look at the City, County, State, Federal, foundation sponsorships and the entities involved.  Phase IV would be programming, giving physical form to the building which would allow for construction drawings.
Mr. Freelon talked about partnerships that have been developed in other cities to utilize air rights, existing facilities, etc.  In response to questioning, Mr. Freelon indicated the information he provided in the outline is somewhat like a menu.  The Council could pick and choose which of the items they feel would address the goal they are trying to accomplish.
Mayor Meeker stated as far as the source of funding for Phase 2 is concerned he was thinking about the City/County and groups involved sharing on a 1/3rd basis.  Mr. West asked if there was any piece of the outline Mr. Freelon feels is more important than others.  Mr. Freelon pointed out he feels facility tours would be a very good first step.  He stated the listing is in priority or sequence order it’s just a matter of how deep the group would like to get into the process.  You could draw the line at any place or pick and pull various elements.

There were representatives in the audience from the various groups.  A lady indicated one of the questions that had been asked by the various entities is that the consideration be given to what the Board would look like and what type of people would be on the Board and they feel there should be a consolidation of the groups as it relates to the Board.  The group indicated they felt that the 1/3rd funding basis is appropriate.
Mayor Meeker suggested holding this for two weeks, let the Committee think about maybe check with the County and place this on the next agenda.

Mr. West pointed out Mr. Freelon had mentioned work done in San Francisco, Philadelphia, Charlotte, etc.  He questioned if Mr. Freelon has a feel in terms of how those facilities are working in relationship to their mission and goal, that is are they on target with their accomplishments.  Mr. Freelon pointed out the Baltimore facility opened last June and they are enjoying a high level of visitors.  San Francisco opened in the summer and they have strong attendance.  He stated thus far things are going great but pointed out how much of this is the “honeymoon” or whether it will continue is to be seen.  He stated, however, cultural centers such as this seem to be a big draw in the cities in which they are located.  People are seeing them as an economic development driver.  There is a lot of interest particularly in visitors from other countries.  It was pointed out the facility in Charlotte maybe very comparable to what is being talked about in Raleigh.  Their museum is on Stonewall near the convention center and adjacent to the proposed NASCAR Museum.  It was suggested the Committee members may want to talk with their colleagues in Charlotte.  In response to questioning from the Mayor, Mr. Freelon pointed out it is felt the facility tours would be conducted by a 10 to 15 member group with representatives from the various entities.  It was agreed to hold the item and discuss it further at the next meeting.
Non-Profit Joint Housing Proposal – Hope Crest.  City Manager Allen pointed out this item was held from the last meeting in order to discuss the possibility of CASA taking over management of the adjacent property which is transitional housing so that the proposed project and the existing transitional housing can be under one management.

Debra King, CASA, pointed out that group has expressed an interest in acquiring the adjacent property from the City.  City Manager Allen pointed out the City does have a relationship with someone else who runs that facility.  He stated, however, he thinks it is worthwhile to consider disposing of the property to CASA.  Ms. King talked about the commitment CASA has for this project, work that had previously been done, commitments from HUD and Wake County.  The fact that it is in a Priority 1 area for the City, the project Pan-Lutheran was trying to develop on the property and the fact that they did not have all of their financing together and the note holder came to CASA.  Ms. King pointed out they feel they can go in and have a very worthwhile project.  She presented a rendering of Hope Crest which she indicated looks like a single-family home but it is actually 10 one-bedroom units.

Mr. West stated there is no question about what CASA has done is very worthy.  He questioned, however, what is the justification as it relates to waving or granting a variance to the scattered site policy.  Ms. King pointed out they did go to the CAC and talked about the benefits of having affordable housing on this property versus a vacant lot.  She pointed out with the adjacent transitional housing they can have synergy.  She stated the lot has been prepared and is ready to develop.  The plan had been approved for Pan-Lutheran to do the development but Pan-Lutheran had not leveraged any Federal dollars so the Scattered Site policy did not come into effect.  CASA plans to leverage Federal dollars, therefore, the project would be subject to the scattered site policy.  She stated they want to assist and bring the property up.  Mr. West pointed out CASA does have a very good work history, good management, etc.  He stated if this property were developed by a private developer it could be that it would turn more unstable than it is now.  He stated if he felt comfortable that the City would be working diligently to help CASA acquire the present City owned adjacent transitional piece he would have no problem whatsoever with this proposal.  He stated because of CASA’s work record, history, etc., he would support the project even though it is an exception to the scattered site policy.  City Manager Allen pointed out CASA’s history is one of the justifications for the exception to the policy as well as the benefits of having a well managed property versus a vacant lot.
Committee members had received the following information in their agenda packet:

WHAT IS REQUESTED

A.
APPROVAL to fund the following affordable housing proposal that was held back at the July 11, 2006 Budget & Economic Development Committee Meeting that will assist 10 chronically homeless individuals earning at or below 30% AMI:
Rental

1.  Hope Crest– CASA


10 units


$300,000

(requires exception to Scattered Site Policy; see Recommendations, page 3)







TOTAL


$300,000

B.
Council DESIGNATION of CASA as certified CHDO

C.
Council APPROVAL to convey a sliver of land (less than .02 acres) to CASA from the City owned lot located at 1725 Poole Rd.  Section 160A-279 of the North Carolina General Statutes allows a city to convey by private sale personal property to a private entity that carries out a public purpose. 
D.
APPROVAL of the transfer $217,203 from FY04/05 CHDO funds, $22,797 from FY 05/06 CHDO funds and $60,000 from City HOME Match funds to a separate expenditure account named Hope Crest.
BACKGROUND:

On July 11, 2006, City staff recommended that the following application submitted to the City in response to a Request for Proposals be approved.  Given the request for an exception to the Scattered Site Policy and discussion following, it was recommended that Hope Crest be pulled for more discussion and more information at the next meeting.  
DESCRIPTION OF PROJECT
1. HOPE CREST:

Community Alternatives for Supportive Abodes (CASA) requests $300,000 in City funds from the Continuum of Care set-aside for construction of 10 2BR units for formerly homeless persons.  The City would share a first lien position with Wake County.  The loan would be deferred for twenty years.  In doing so, CASA also requests that the City convey a sliver of the land from an adjacent City-owned property to CASA in order for them to be able to fit 10 units on the lot.
Population to Be Served: Ten (10) very low-income chronically homeless persons with disabilities earning less than 30% of median income would be the beneficiaries of this City assistance.
Location:  The site is located on .98 acres of land at1721 Poole Road in a Priority 4 area.  The City of Raleigh currently owns the property adjacent to this lot.  In order to be able to provide 10 units of affordable housing, CASA has requested that the City convey a sliver of our property in order to allow them to have 1.0 acres.  Section 160A-279 of the North Carolina General Statutes allows a city to convey by private sale personal property to a private entity that carries out a public purpose.
Funding:  The funding for the project can be summarized as follows:

Funding


Total 

Per Unit
% of Total
HUD


$400,000
$40,000
33.33

City of Raleigh (2%)
$300,000
$30,000
25.00

Wake County

$300,000
$30,000
25.00

NCHFA


$200,000
$20,000
16.67





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

TOTAL COST

$1,200,000
$120,000
100.00

Underwriting:
Development Team:  CASA has produced several successful developments with the City of Raleigh.  They have the experience and financial capacity to manage such a project. The City of Raleigh and Wake County have positive development experience with CASA.  CASA has four loans with the City that are current and payments are timely as are all of the loans held with the County.  Also, their current projects with the City are well-maintained.  CASA has been in development, construction and property management for over 24 years.
Loan Terms:  Construction to permanent deferred payment loan of $300,000 at 0% for 30 years.  For HUD developments such as this, HUD does not allow the developer to take on repaying debt.
Recommendation: Staff recommends committing $300,000 of CHDO funds at 0% for 30 years in the form of a construction loan.  Staff requests that City Council simultaneously designate CASA as a CHDO.  CASA has submitted all of the necessary forms and information in order to qualify by HUD guidelines.  Also, City staff recommends conveying the sliver of land necessary to allow CASA to obtain one acre in order to construct 10 units at CASA’s expense for the recombination.
Although the location of this proposed development is in the City’s lowest priority area (Priority 4), City staff believes it to be a meritable project worthy of Council exception to the Scattered Site Policy.  Reasons for exception:
1. Meets the goals of the 10 Year Plan to End Homelessness

2. CASA has expressed an interest in also purchasing the 9 City owned units adjacent to the property in their next fiscal year, a combined 19 units.
3. CASA has already been awarded $400,000 from HUD to go towards this development, City funds would be part of required match.
4. Wake County is also a partner in the project.
5. CASA has a lengthy, positive record for maintaining their properties.
6. The lot is currently empty and this would be an improvement to the area.
Mr. West moved Administration’s recommendation be upheld.  His was seconded by Mayor Meeker and it was agreed that would be the recommendation made to the full Council.

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 properties in the following areas:  1) acquisition of 315 Haywood Street; 2) Ebenezer Church Road Park Site; 3) acquisition of additional land for the Neuse River Wastewater Treatment Plant; and, 4) acquisition of Raynor site on Thorton Road.  Mayor Meeker moved approval of the motion as read.  His motion was seconded by Mr. West and the Committee went into closed session at 11:45 a.m.  Minutes of that section will be covered in a separate set.
Gail G. Smith

City Clerk
bed071806/dm
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