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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, October 24, 2006, 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 Charles Meeker, Presiding
     City Manager Russell Allen

Ms. Joyce Kekas 


     Deputy City Attorney Rasberry






     Community Development Director Grant






      Assistant City Manager Prosser






      Public Affairs Director Kirkpatrick

Mayor Meeker called the meeting to order indicating Mr. West and Mr. Crowder are absent and excused from the meeting.  He stated at the beginning of this Council term, the City Council agreed that two persons would make a quorum for this Committee.  The following items were discussed with action taken as shown.

Item #05-26 – The Healing Place – Request For Funds.  City Manager Allen pointed out Council members received the following information in their agenda packet concerning the history of funding and their request.

The Healing Place has requested additional assistance from the City via a $200,000 grant for operational funding.  There is no doubt these facilities and their related programming are providing a tremendous value to the community.  Council has evidenced its support through capital grants and more recently a $50,000 operational grant which was outside the budgeted funds in the Human Service grant program.

The petition asserts The Healing Place detox clinic “drop off service” has value to the City’s Police Department in the form of time savings for police officers.  Although this is certainly cost effective, there are no net savings which become available for reallocation.

Previous Councils have been willing to offer capital support to major non-profit agencies that provide human service delivery in our community but have been reluctant to take on operational support outside of the allocated Human Services grant funds.

Any allocation of funding to outside agencies from the City’s General Fund competes directly with resources which could be available to support City functions.  In balancing these competing community needs it seems that the City’s practice of supporting one-time capital grants has been extremely helpful to these service agencies.  Operational grant requests have an opportunity to compete within the Human Service grant process.

Funding appropriated to the Healing Place and the Women’s Healing Place is noted in the table below by fiscal year.  Operating and capital appropriations are denoted separately.

Fiscal Year
  Healing Place
Healing Place

Total



     Operating

    Capital
2002-03
     $15,000

         -


$ 15,000

2003-04
       45,000

         -


   45,000

2004-05
       55,000

 $170,000

 225,000

2005-06
       50,000

   170,000

 220,000

2006-07
       50,000

   160,000

 210,000
5-Year Total






$715,000

Lou Mitchell, 4301 City of Oaks Wynd, and Dennis H. Parnell, Executive Director of The Healing Place of Wake County, were at the meeting to further explore their request for funding of The Healing Place.  Ms. Mitchell pointed out The Healing Place requested $250,000 in the budget.  She stated she was somewhat confused about the budget request submittal and explained The Healing Place received $50,000.  They are very grateful for that grant.  She stated The Healing Place as well as all nonprofits are having difficulty raising money.  They need the additional $200,000 they requested.  She stated she understands the City’s feeling about human service funding being the County’s responsibility as well as capital versus operating funding.  She stated their facilities have some 300 plus people in them at this point and that is people that would be on downtown streets panhandling, etc. but for The Healing Place.  She stated if they can’t keep The Healing Place funded or have to scale back on their operations, these people will be back on the downtown streets which no one wants to see.

Dennis H. Parnell, The Healing Place, 1251 Goode Street, Raleigh, NC  27603, indicated The Healing Place is basically a detox sobering up center.  He stated since the opening of the center the City and the Raleigh Police Department has an alternative to take people rather than having to take them to jail, hospital, etc.  He stated the Raleigh Police Department was skeptical in the beginning but now are big supporters of The Healing Place.  He stated they provide a “no mess, no fuss” opportunity for police officers pointing out the police simply bring the person to the center in the back of their police car or The Healing Place personnel will pick up a person.  It takes 10 to 15 minutes to process a person into The Healing Place as opposed to the hours it takes waiting at hospitals, the jail, etc.  He stated it is hard to put a price tag on their service but nationwide figures show that for every $1 they invest it brings back about $7.  He stated the impact on downtown development is the biggest pitch.  He stated the number of street people has dropped tremendously since The Healing Place opened and there is no way to quantify the savings to downtown agencies and the public relations value.  He stated they participate in crisis intervention training for all area police officers and are currently working with the Raleigh Police Department on their prostitution sweeps with the understanding that women arrested are given the opportunity to come to “The Healing Place.”  They are pulling people off of the streets and getting them into a setting that can turn them into working taxpaying citizens.  He stated they have graduated about 100 men per year and are about to graduate the first class of women.  He stated the demand at the Women’s Center is great.

Ms. Mitchell pointed out when they graduate people from The Healing Place they do not go back on the streets.  They are helped out with affordable housing, jobs, job training, life skills, etc.  They are returning working taxpayers to the streets.

Mayor Meeker congratulated Mr. Parnell and Ms. Mitchell on their program.  He stated the  City tries not to adjust budgets during the fiscal year pointing out if one agency appropriation is adjusted, it just opens the doors for others.  He stated however, if an emergency does come up the Council can respond.  He suggested holding the item in committee and getting a sense of the budget of The Healing Place, the shortfall, what caused the shortfall, what would occur if the shortfall is not taken care of, and the Council could look at that and see what it may do to help and see what other groups may help etc.  The Council just needs some sense of where the budget is, the shortfall, the county participation and what other activities The Healing Place is taking to address the shortfall.  He stated in terms of the private sector many times he does get calls from the private sector asking how they may help.  He stated he could talk to some of those people.  He suggested holding the item and asking Ms. Mitchell and Mr. Parnell to get the information back to the Manager as soon as possible and this item can be discussed in two weeks.  Ms. Kekas agreed we also need to a have information as to what Wake County is doing to help.

City Manager Allen questioned if this is a one-year shortfall or if the request for funding will be ongoing.  Ms. Mitchell pointed out raising money for nonprofits is becoming more and more difficult.  She stated in addition The Healing Place has expanded its services greatly.  She stated she hopes it will be a one-time ask but she could not promise that.  Mayor Meeker suggested that we see what we can do to help get through this year and proceed from there.  He also suggested that we look at what the county, emergency rooms and others who are benefiting from the work of The Healing Place is or can do.  Ms. Kekas asked if the Downtown Raleigh Alliance may be interested in becoming involved.  It was agreed to hold the item until the next meeting and the representatives of The Healing Place were asked to provide the information.

CAPITAL PINES PROJECT - DEOBLIGATION OF FUNDS

Community Development Director Grant indicated this is a pretty straight forward issue.  She pointed out on February 17, 2004 the Raleigh City Council approved funding in the amount of $225,000 to Habitat for Humanity of Wake County to develop and construct an 18-unit subdivision at 3107 Pine Knoll Drive.  To this date, no funds have been requested and the plans for this subdivision are in the process of changing.  She stated Habitant for Humanity is proposing to submit a revised request.  She has contacted Habitant for Humanity and they agree that the funds for Capital Pines should be de-obligated and when they are ready to move forward they will reapply for funds.  Ms. Kekas questioned if the de-obligation is authorized if the funds will be held in reserve for Habitant for Humanity.  Community Development Director Grant pointed out the funds would revert back to the general classification for use on future developments and Habitant for Humanity would simply apply and the City would consider their application along with other similar applications for funds.  Ms. Kekas moved that the committee recommend de-obligation of the $225,000 for 3107 Pine Knoll Drive.  Her motion was seconded by Mayor Meeker and put to a vote which passed unanimously.

One Exchange Plaza Restaurant Lease Amendment – Approved.  Committee members received the following memorandum in their agenda packet.

What Is Requested?  

Approval to amend the lease between the City and the Raleigh Restaurant Group, LLC dated 4/21/06, and authorization to proceed with the project and lease.

Background:

Following Council actions on 1/3/06 and 4/18/06, which are referenced below, the City and Raleigh Restaurant Group, LLC (RRG) entered into a restaurant lease agreement on 4/21/06, involving space at One Exchange Plaza(OEP).  RRG then proceeded with final design work for the Tenant Improvements to the restaurant space, and construction bids were obtained by them.  Due to the rapidly changing and volatile nature of construction costs, an “out clause” was included in the original lease in order to protect both the City and RRG, in the event final bids were significantly greater than original estimates, resulting in the project becoming cost prohibitive for either party.  Upon review of the construction bids, RRG reported that the bids exceeded cost projections by $550,111.  This figure would have resulted in an overage of $94,507 above the City’s cap of $800,000 for infrastructure costs to bring the space to “vanilla box” condition.  

 Staff advised RRG that monies would not be expended by the City in excess of the $800,000 infrastructure improvements cap, or the $250,000 cap for upfits and finishes, according to terms of the Lease.

RRG has now generally agreed to accept responsibility for all Tenant Improvement cost overruns.  However, as a result of the architect’s design revisions and consequent changes in leased square footage, and ongoing discussions with RRG, several amendments to the lease are proposed as outlined below.  RRG concurs with the proposed amendments as a means of proceeding with the restaurant project and Lease.  In consideration for the additional investment by RRG, staff recommends an additional two months of rent abatement, but in turn also recommends increasing the rent escalator in the last five years of the lease.  The lease amendments are consistent with industry standards for commercial leases, according to Dillon Commercial Realty, our leasing agent, and respect the established City-investment caps under terms of the Lease. 

The following amendments to the lease are proposed:

1.)
Lease area in the Basement and Floors 1&2 are proposed to increase from 8,066 to 8,394 square feet to reflect final architectural design.  Exhibits 1 and 4, attached, are amended to show the amended square footages by floor, along with corresponding rents at rates previously approved by Council.
2.)
The City is planning fire alarm upgrades for the entire One Exchange Plaza Building.  According to Building Maintenance, none of the current tenants in the building are being charged for these improvements.  Staff recommends that the restaurant space not be treated differently than space occupied by other tenants in the building, and that the cost of fire alarm improvements be the responsibility of the City, independent of the Tenant Improvement maximum City participation.  Viewing the space as part of this overall building improvements program, staff recommends the City provide additional funds in the amount of $15,827 for fire alarm improvements in the Leased space from the OEP operations and maintenance budget.  
3.)
As part of the restaurant project, the City agreed to provide facilities for kitchen venting.  The original plan to locate venting on the 3rd floor was determined to be inadvisable, from an aesthetic and functional standpoint.  Revised plans call for a grease scrubber room, to be located in the basement.  This design change spares City office space on both the 3rd and 4th floors, and minimizes disruption to City operations. The proposed Lease amendment clarifies the City’s intent to provide the grease scrubber and basement space of 480 sq. feet, at no additional cost to the Tenant.  
4.)  
Tenant’s rent abatement period is proposed to be increased from six to eight months following the Lease Commencement date as described in Section 1.04 “Rental Payments” of the lease.  Exhibit 3 “Schedule of Leasehold Events”, attached is adjusted to show amended Lease Commencement date, as well as Rent Payment Commencement.
5.)
Annual rent adjustments shall be increased from 2.5% to 3% in years 6, 7, 8, 9, and 10.  Amended Exhibit 4, “Schedule of Rents by Floor”, reflects adjusted rents in years 6-10 resulting from the change in the annual escalator rate.

6.)
Upon execution of this document, Landlord and Tenant will approve the final design for the Tenant Improvements; affirm RRG’s proceeding with the restaurant work and the Tenancy; adopt a revised calendar of Lease events, including commencement of restaurant operations; and both parties will accordingly waive the “early termination” option under the Lease. 

7.)
All other terms and conditions of the Lease are proposed to remain unchanged.

The proposed amendments result in no major changes in the lease agreement, and are recommended as consistent with the overall Lease parameters previously approved by Council.  The financial pro forma under terms of the Lease as proposed for Amendment are actually somewhat more favorable to the City than under the original Lease.    

Previous Council Action:

· January 3, 2006 - Council authorized “the City Manager and City Attorney to prepare a lease agreement with Raleigh Restaurant Group, LLC, to operate a restaurant in the property owned by the City at One Exchange Plaza”.

· April 18, 2006 – Council approved lease document wording for the assignment and subletting provision in the lease…and authorized the City Manager to execute the License Agreement with the Raleigh Restaurant Group, LLC.

Recommendation:

Approval of Lease Amendments to incorporate the changes outlined, and authorization to proceed with the One Exchange Plaza restaurant project and Lease. 

Assistant City Manager Prosser highlighted the information pointing out the City Council authorized administration to enter into a lease agreement and secure construction bids, etc.  The bids come in and the cost was higher than the original estimate.  Staff had reconfirmed its commitment not to increase funding and the developer has reviewed and cut back on some of the items but still maintain the quality development.  He went over the information in detail highlighting the changes relating to the fire alarm system in the entire building useable floor space in basement and other floors, kitchen vents being changed to a grease scrubber room, rent abatement period being increased from 6 to 8 months, annual rent adjustments being increased from 2.5 percent to 3.3 percent in outer years, etc.

Ms. Kekas asked about the opening date with it being pointed out that is projected to be March of 2007.  In response to questioning from Ms. Kekas, Assistant City Manager Prosser pointed out they are behind and they still plan to be open or do something of lunch.  City Manager Allen called on everyone to remember that this is not a subsidy, not a grant, but a market rate lease.  Ms. Kekas moved approval of the amended lease agreement as outlined.  Her motion was seconded by Mayor Meeker and put to a vote which passed unanimously.

Closed Session

Mayor Meeker stated a motion would be in order to enter closed session in order to establish or to instruct the City’s staff concerning the price of other materials terms of agreement for acquisition of real property pursuant to G.S. 143-318.11(a)(5) as it relates to the Nelson Leonard property acquisition, search for potential neighborhood park updates, and land for a possible homeless shelter.  Ms. Kekas moved approval of the motion as read.  Her motion was seconded by Mayor Meeker and passed unanimously.  The Committee went into closed session at 11:20 a.m.  Minutes of that section will be covered by a separate set.

Gail G. Smith

City Clerk
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