
Budget & Economic Development


September 25, 2007


BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Tuesday, September 25, 2007, 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

Ms. Kekas



     Assistant City Manager Prosser

Mr. West – Absent and Excused
     Community Development Director Grant






     Convention Center Director Krupa

Mayor Meeker called the meeting to order pointing out Mr. West had to be out of town and is excused from today’s meeting.  The following items were discussed with action taken as shown.

Item #05-54 – Memorial Auditorium Use/Performing Arts Center-Holiday Season.  Mayor Meeker pointed out during the period between Thanksgiving and Christmas is prime time for shows at the Progress Energy Performing Arts Center.  He stated there have been discussions about the needs of the various groups and the space that is available.  He stated he understands that is one of the biggest revenue time periods and the organizations all depend on the time to make money for their programs.  He stated Theatre in the Park has requested additional dates and that is what brought the item to Council.

City Manager Allen pointed out Convention and Conference Center Director Roger Krupa had provided the committee members with a memo and a calendar of events at the center.  He pointed out the Broadway South Series is under contract for the 2007-2008 time periods.  The information was a follows:

December dates are very valuable, especially weekends during the holiday season. We literally receive from 50 – 100 requests for these time slots, especially weekends. What we try to do is accommodate our long-term clients: Theatre in the Park, Carolina Ballet and our Broadway Series South productions. Offering weekend dates to each of the three competing entities creates diversity in our programming that we offer our citizenry and customers.

· One thing we watch is the percentage of seats sold for any given program. In 2006, A Christmas Carol sold 80% of their seats; Nutcracker sold 52% and Broadway Series South sold 59% of the tickets to “The Rat Pack.”
· The point is, a customer can buy a ticket to any of the three presentations (none were sold out) and we maintain a variety of choices. 
· One last point, David Wood wants another weekend, not the weekdays. We could end up dark during the week…parking, restaurants, bars, etc. feel the direct effects of no performances.
FINANCIAL INFO:

A Christmas Carol – 10 performances
Gross Receipts = $819,660
Days in theatre: 10
Net to City after expenses = $65,573
 

Ballet (Nutcracker) – 17 performances
Gross Receipts = $788,097
Days in theatre 15
Net to City after expenses = $45,045
 

Broadway Series South/Rat Pack – 8 performances
Gross Receipts = $413,551
Days in theatre 6
Net to City after expenses = $65,239
*Broadway South pays a lot of bills for our local performers.

For over 15 years, we have been presenting a Broadway show in the first week in December:  

December  3- 9, 1991



The Odd couple

December 1 – 6, 1992



Cats

November 16-21, 1993


Les Miserables

November 29 – December 4, 1994

Radio City Music Hall

November 28 – December 3, 1995

Cats

December 3 – 8, 1996



Hello Dolly

December 2 – 7, 1997



Smokey Joe’s Café

December 1 – 6, 1998



Stomp

November 30 – December 5, 1999

Ragtime

November 28 – December 3, 2000

Peter Pan

November 27 – December 2, 2001

Kiss Me Kate

December 2 – 8, 2002



Cats

December 1 – 7, 2003



Jesus Christ Superstar

November 30 – December 5, 2004

Oklahoma

November 29 – December 4, 2005

Hairspray

November 28 – December 3, 2006

The Rat Pack

November 27 – December 2, 2007

My Fair Lady

December 1 – 7, 2008



Chicago

In 2007, we will run eight performances of My Fair Lady, (Cameron Mackintosh Show) with anticipated gross revenue of $1.1 million. Potentially the return to the City for this production could be up to $250,000.

The musical Chicago is under contract for 2008, with anticipated revenue of $1 million. This production will provide the City with similar potentials for return. 

In 2009, we are currently negotiating to secure one of the following shows: 


Les Miserables, Lonestar Love, Young Frankenstein or A Chorus Line.

December is not only an important month to showcase our Community events, such as A Christmas Carol, but it is also necessary that we include touring Broadway productions, as they are the major contributors to the budget of the Performing Arts Center.

We do not take lightly the fact that a myriad of events must be scheduled throughout the Holiday Season. We continually strive to evaluate the priorities of the Community and other variety programming in order to present a balanced schedule of entertainment.

Further, we continually remind ourselves that the economic vitality of our downtown depends on these efforts.

208 PERFORMANCES AND EVENTS IN 61 DAYS.

Convention Center Director Krupa pointed out the Convention Center has been utilizing the first week in December for a broadway show for some 16 years, talked about the revenue generated and pointed out it is a very important week for the theatre and city.  This year the broadway show the first week in December is My Fair Lady.  He talked about the number of people anticipated for My Fair Lady and the potential for the return to the city.  He pointed out when there is a broadway show it helps a lot of people in the downtown area including the restaurants, etc.  He highlighted the information included in his memorandum.  He again stated when there is a big broadway show more people come into the downtown area.  He talked about the amount of rent paid to the Convention Center, etc.  He stated having the broadway play is very important to the downtown restaurants and economy.  He pointed out Theatre in the Park has 10 days and they are asking for another weekend that would give them almost one-half of a month.  He stated they have asked Theatre in the Park to think about expanding within their current time frame.  In response to question from Ms. Kekas, Mr. Krupa pointed out last year Theatre in the Park sold 86% of the tickets for a Christmas Carol.  He stated you can get a ticket to the Christmas Carol.  

Mr. Crowder talked about the number of days for the various venues, gross receipts and the importance of the Theatre in the Park, the ballet, etc, and questioned why there is no more economic return to the City.  Mr. Krupa pointed out last year in the first week of December we had the Rat Pack.  It generated approximately $1.1 million and talked about the return to the city.  He talked about their schedule and compared the schedule of the Broadway South series and Theatre in the Park.  He indicated usually the Broadway South series attracts people who come out to, have dinner, have a glass of wine and then go to the theatre, whereas Theatre in the Park is more family oriented.  He stated in addition if the Theatre in the Park is granted their request for an extension we would end up with a dark theatre Tuesday thru Thursday.  Mr. Crowder pointed out we may need to expand our family opportunities.

Bob Ramseur, Jr., Chairman of Theatre in the Park Board, indicated they were asking to add a weekend date.  He pointed out they are a local theatre and produced this show using school age children.  He stated they cannot expand their offering during the time frame as they would have to get their kids out of school, etc.  He stated they have as much crammed into the weekend as possible.  They do five shows in 48 hours.  He stated they are flexible on their dates.  If Memorial Auditorium doesn’t want to go dark they will be willing to do whatever the theatre asks them to do.  He stated people who come to Christmas Carol and other events go out to dinner, have a glass of wine, etc.  He stated without an indepth study he does not see how one can say there is more economic impact to the area restaurants, etc. with a broadway show than Theatre in the Park Christmas Carol.  He stated they would like to have a weekend show that presently there weekend shows are at 100% capacity, you cannot get a ticket.  He talked about how they might be able to change the dates.

Lisa Jones, Carolina Ballet pointed out they have been very fortunate in that they and the Convention Center staff are able to work out their schedule.  She talked about their ticket sales, how it is awkward to load in on Thursday to start a show on Friday but pointed out they have worked things out.  Mayor Meeker questioned if with the new Convention Center we will be able to alleviate some of these scheduling conflicts with Mr. Krupa indicating the did not think so.  There is no theater in the proposal for the new convention center.  Whether Christmas Carol and the Broadway South series could use other venues in the Progress Energy Performing Arts Center was spoken to briefly with it being pointed out they could not use Meymandi Hall as it has the symphony and that stage is not set up for the things they need such as a fly loft, back stage, etc.

Ms. Kekas questioned if the City accommodated Theatre In the Park’s request for additional time what would be moved with Mr. Krupa pointing out we would have to cancel the Broadway South series.  After brief discussion it was agreed to hold the item and let the committee mull it over and think about what could be done and discuss it at the next meeting.  The City Manager questioned if the Committee wanted to hear from some restaurant people as to the impact of a Broadway South series versus Theatre in the Park as Mr. Ramseur had stated a study needed to be done with the Mayor indicating not at this point.

Item #05-37 – Acquisition of Land in Priority One Areas.  Mayor Meeker stated this item was referred to Committee for the Committee to look at what the City might do to make it easier to provide affordable housing in the Priority One area.  City Manager Allen pointed out Committee members received the following report from Community Development Director Grant.

On July 31st, the Committee received a presentation concerning the City of Raleigh Scattered Site Housing Policy.  Staff reviewed the history of the Policy and the associated issues and challenges in locating affordable housing in the Priority I areas of the City.  

At the conclusion of this meeting, the Community Development Department was directed to meet with developers to discuss possible incentives for mixed-income developments which would contain market rate as well as assisted units that are affordable to low-income households.  

On September 7th, Community Development hosted a breakfast for several developers, including Downtown Housing Improvement Corporation (DHIC), Evergreen Construction, NRP Group, and Pendergraph Companies.  Since the Scattered Site Housing Policy only applies to affordable rental housing, Community Development focused on inviting developers with experience in affordable rental housing development.  In addition, the meeting was attended by staff from the City of Raleigh Attorney’s Office, and the City of Raleigh Planning Department.  The Housing and Community Revitalization Director for Wake County and one of her staff planners also attended the meeting.  The Chair of the SERA Housing Issue Team was not able to attend this meeting but has received updates about the issues raised at the meeting.

A map showing the affordable housing distribution and the Priority Areas in the City of Raleigh is again attached for your information.

Summary of Developer Meeting on Mixed-Income Housing.

The developers in attendance at the September 7th meeting discussed several different issues related to affordable housing development in the City of Raleigh.  Following is a summary of the main discussion points. 

1. The Downtown Overlay District contains a density bonus to encourage downtown developers to include affordable housing units in their residential developments.  This density bonus for affordable housing has not been utilized by any developers to date.

2. The Qualified Allocation Plan for low-income housing tax credits, administered by the North Carolina Housing Finance Agency, discourages mixed-income developments and favors tax credits developments that do not include market rate units.

3. The current limit on affordable housing units is now 80 units in Priority I Areas (with an on-site manager) and developers would be interested in increasing the number of units permitted, especially if the limits could match those of the North Carolina Housing Finance Agency.  The Agency is proposing to increase the maximum number of new construction tax credits units in the Draft 2008 QAP from 100 units to 120 units.

4. Developers indicated that land costs are not that significant an issue.  The principal concern appears to be the risk of losing potential sites and the cost of purchasing land up front and paying the carrying cost of land while waiting for funding approvals.

5. There were several comments concerning the City’s development review process, including the length of the review process, the multiple reviews of site plans, as well as the cost of development fees.  An expedited development review process would be helpful since it would not only save money but would also insure that affordable housing developers could meet the 2 year completion requirement for tax credit units.

6. Developers discussed the many challenges of building affordable apartments for family households in Raleigh and the need to locate developments in areas with public transportation and public schools.  

Recommendations

In order to encourage additional affordable as well as mixed-income rental housing throughout the City, some possible recommendations are provided below for your consideration.

1. Determine if the Scattered Site Housing Policy needs to be revised (e.g., removing the limit on the number of units in Priority I Areas) during the next year or after the Housing Element for the Comprehensive Plan has been drafted.

2. Encourage the North Carolina Housing Finance Agency to treat mixed-income affordable housing developments on the same basis as tax credits developments that are not mixed-income.  

3. Determine if the City should provide an express review process for affordable housing developments at no charge or at a reduced hourly charge.

4. Determine if the City should provide a waiver of development fees for affordable housing developments.

5. Determine if the City should pursue land acquisition strategies outside of downtown for future affordable housing development, either through a Community Land Trust or other strategies.  

6. Determine the best approach to expand the City’s existing density bonus for affordable housing so that it applies outside of the Downtown Overlay District.  It may be appropriate to examine this issue as part of the Housing Element for the Comprehensive Plan.  It should be noted that the density bonus contained in the Downtown Overlay District applies to all types of residential development, both owner and renter-occupied units. 

7. Explore strategies to permit affordable housing development in non-residential zoning districts as of right.  Some communities around the country have begun to use affordable housing overlay districts to encourage affordable housing development in non-residential zoning districts.

Ms. Grant highlighted the information.  She stated we do not have complete answers but we are trying to explore many of these aspects.  Brief comments took place on the Items 3 and 6 of the summary as well as the comments about the development review process and the time it takes to go through that process.

Mr. Crowder pointed out when the Duncan report was done relating to impact fees there was discussion about development of rational nexus study in order to reduce impact fees for affordable housing.  He questioned if there is any obstacles or road blocks.  City Attorney McCormick stated there are no obstacles or road blocks as long as there is a study to show the rational nexus.  Mayor Meeker pointed out there are a number of suggestions and he feels the best thing to do is ask the Council to remove this item from the committee agenda and refer it to the Community Development Department to continue their work on the various recommendations.  Mr. Crowder talked about the issue of citizens on limited income being able to live where the job centers are.  We must address those issues.  Community Development Director Grant pointed out we are embarking on the update of the Comprehensive Plan and there will be a housing element included.  Mayor Meeker moved that the committee recommend the item be referred to Community Development to continue work on the recommendations.  His motion was seconded by Mr. Crowder and put to a vote which passed unanimously.  

Nonprofit Joint Venture Housing Proposal for 2007.  Committee members received the following recommendations on the Nonprofit Joint Venture Housing Proposal for 2007.

WHAT IS REQUESTED

A.
APPROVAL to fund the following affordable housing proposals that will assist four chronically homeless and/or disabled individuals earning at or below 40%
 area median income (AMI) and 35 first-time homebuyers earning at or below 60% of AMI:

Rental

1.  1201 Carlton Ave – CASA

 4 units



$146,702


Homeownership

2.  Capital Pines – Habitat for Humanity 




35 Minimally-Attached Single Family Homes
$350,000




TOTAL





$496,702

B.  
POSTPONE funding decision on the following affordable housing proposals to be held 

until additional information is obtained:
 3.   Dacian Glen (additional funds) – DHIC 
72 Units


$300,000




TOTAL


           

 
$300,000

C.  
APPROVAL to transfer $146,702 from FY 07/08 Housing Bond funds – Homelessness Support to a separate expenditure account named CASA -1201 Carlton Ave; and $350,000 from FY 07/08 City Bond funds – Capital Project Reserve to a separate expenditure account named Capital Pines.   

BACKGROUND:

Program Description: In response to a Request for Proposals (RFP) directed specifically to non-profit agencies, the City received five proposals for an allocation of the City’s HOME, CHDO, and bond funds.  Organizations were invited to submit proposals creating affordable homeownership or rental opportunities for low and moderate-income persons.  Proposals were solicited for new construction and the acquisition and/or rehabilitation of existing properties.  

Fund Availability:  City bond and U.S. Department of Housing and Urban Development HOME and CHDO funds are available to fund these projects.  

Evaluation Process:   In response to an RFP the Community Development Department and Wake County Housing and Revitalization issued, five proposals were submitted to the City of Raleigh requesting funds for affordable housing projects.  Staff evaluated two of the five applications and scored the proposals according to criteria listed in the Request for Proposals.  Two proposals were withdrawn (CASA’s 701 E. Franklin Street project and Firm Foundations Homebuyer Renovation project at 4105 Poole Road) and the remaining request for additional funds is still being discussed.       


Evaluation Criteria  

1. Unit design and neighborhood compatibility – 20 points.  Proposals will be evaluated on how well the units blend into the existing community.  These criteria include: attractive design, sensitive to the natural environment, connections (pedestrian and vehicular) to nearby amenities, such as schools, shopping, parks, greenways and/or places of employment

2. Developer experience – 20 points.  The review team will consider the developer's experience and track record for developing well-built (especially affordable) housing.     

3. Financial feasibility, leveraging and market – 20 points.  Developers must demonstrate that the project is financially feasible with proposed funding sources.  Proposals with evidence of commitments from other funding sources will be preferred to those without commitments.  

4. Cost Reasonableness – 20 points.  The cost of developing the units must be reasonable.  This includes, but is not limited to the cost per unit, overall cost per square foot, subside per unit, land cost, architect’s fee, on and off site costs, developer’s fee, number of units added to the affordable housing stock.  

5. Supportive services plan – 20 points.  The supportive services plan must be appropriate for the intended recipients, funded at a reasonable level and on-going for the lifetime of the development.

6. Bonus Points for incorporation of Energy Star standards (5 points) and Rehabilitation Projects as opposed to new construction (5 points).  

DESCRIPTION OF PROJECTS:

RECOMMENDED PROPOSALS

1. 1201 Carlton Ave:   Community Alternatives for Supportive Abodes (CASA) requests $146,702 in Housing Bond funds for the purchase and rehabilitation of 4 1BR units for very low-income persons.  The City would be share a first lien position with Wake County.    

Population to Be Served:  Four (4) very low-income persons earning less than 40% of median income would be the beneficiaries of this City assistance.  

Location:  This existing building is located on .35 acres of land at 1201 Carlton Avenue in a Priority 2 area.  CASA currently owns a 7-unit property adjacent to this one at 1131 Carlton Ave.  The two buildings share a common driveway.    

Funding:  The funding for the project can be summarized as follows:

Funding



Total 

Per Unit
% of Total 


City of Raleigh (0%)
$146,702
$36,675.50
50.00

Wake County
$146,702
$36,675.50
50.00
TOTAL COST
$293,404
$73,351.00
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 five 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 twenty-four years.    

Loan Terms:  Construction to permanent loan of $146,702 at 0% for 30 years.  Monthly payments of $166.67 with a balloon payment of $86,701 due at the end of 30 years.    
Recommendation: Staff recommends committing $146,702 of Bond funds with monthly repayments at 0% for 30 years in the form of a construction to permanent loan.    

2. Capital Pines:   Habitat for Humanity has requested a reservation of $350,000 in City second mortgage funds for a 35 minimally-attached single family house subdivision for low-income individuals.  The City had previously committed funds to this development, but de-obligated funds when Habitat for Humanity elected to make a design change which increased the number of units in the project.  

Population to Be Served: Thirty-five (35) low-income families earning less than 60% of median income would be the beneficiaries of this City assistance. 

Location:  The property is a 6.39 acre tract of land located at 3107 Pine Knoll Drive in Raleigh, NC.  The development is located in Priority Area 2 of the Scattered Site Policy.    

Funding:  The mortgage funding for the project would be summarized as follows:

Mortgage Funding (homebuyer)

Total


% of Total
Habitat for Humanity
$71,975.00
78.00

City of Raleigh 
$10,000.00
11.00

Wake County 
$10,000.00
_11.00
TOTAL COST
$91,975.00
100.00
Underwriting:

Development Team:  Habitat for Humanity of Wake County has produced over 300 homes in Wake County for low-income families.  The City has provided funds for four separate Habitat subdivisions: Biltmore Trace, Rosalynn Place, Idlewild Village and Dowling Drive.      
Loan Terms:  $10,000 at 0% for 20 years; monthly payments of $41.67.  

Recommendation:  Staff recommends a reservation of second mortgage funds in the amount of $350,000 for Habitat homebuyers.      

PROPOSALS PENDING FURTHER REVIEW

3. Dacian Glen:  DHIC has submitted a request for additional funds in the amount of $300,000 for the 72-unit development located on Dacian Road.  The City has already committed $1,100,000 to the purchase and rehabilitation of these units.  There is still a financing gap in the proposed numbers that DHIC has submitted and staff wishes to get final numbers prior to committing additional funds to this project. 

Recommendation:  Staff recommends holding this request for further information.      

Ms. Kekas questioned the source of funds with Community Development Director Grant explaining it is joint venture bond and the homeowner program.

Mr. Crowder stated he would not vote against this however he does have concern about the Carlton Avenue proposal.  He stated it is an area of heavy crime and pointed out he has talked with CASA and others and they know of his concerns.  He had the same concerns about the Jones Franklin Road location again pointing out we are talking about an extremely high crime area.  It is not a pleasant situation for the residents.  It puts CASA in a bad situation; it is almost like putting an alcoholic beside an ABC store.  He stated he is going to support this proposal but we have got to do something about location of these units, we can’t continue to put this type housing in undesirable sections of the City.  He stated this is an area that we had hoped to get a Hope VI grant for but the surrounding neighborhood prevented that.  He stated he would support this proposal but does not know how many more he can support.  Mayor Meeker moved approval as outlined.  His motion was seconded by Ms. Kekas and put to a vote which resulted in all members voting in the affirmative.

CLOSED SESSION

Mayor Meeker stated a motion is in order to enter closed session pursuant to GS 143-318.11(a)(5) for the purpose of instructing city staff concerning negotiation for properties in the following areas:  1) acquisition of property in Riverbrooke to development; 2) acquisition of property in Neighborhood Park Search Area 12 and acquisition of property in the Upper Neuse Basin in the Stagville and confluence area.  On behalf of the Committee, Mayor Meeker moved approval of the motion as read.  His motion was seconded by Ms. Kekas and a roll call vote resulted in all members voting in the affirmative.  The Mayor ruled the motion adopted and the Committee went into closed session at 11:30 a.m.  Minutes of that section of the meeting will be covered in a separate set.

Gail G. Smith

City Clerk
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