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BUDGET AND ECONOMIC DEVELOPMENT COMMITTTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session at 11:00 a.m. on Tuesday, October 9, 2007, in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 W. Hargett Street, Raleigh, North Carolina, with the following present.


Committee
Staff

Mayor Meeker, Presiding
City Manager Allen


Mr. Crowder
City Attorney McCormick

Ms. Kekas (Arrived late)
Community Development Director Grant


Mr. West
Assistant City Manager Wray



Convention Center Director Krupa



Planning Director Silver



Planner Alysia Bailey-Taylor

The Mayor called the meeting to order pointing out the City of Raleigh received sad news earlier today in that Bob McGehee, CEO of Progress Energy passed away.  He stated the City will be doing appropriate acknowledgements and stated it is a great loss for the City and citizens in general.

Mayor Meeker pointed out Ms. Kekas will be arriving at the meeting shortly and it was agreed to hold the first item as she and Mr. Coleman wanted to be present to discuss that item.

Item #05-53 – Mortgage Market – Raleigh Area Development Authority.  City Manager Allen pointed out Mr. Green and others are present and he feels are in the best position to explain the status of RADA and their request.  Mayor Meeker questioned if there is any money allocated for Southeast Raleigh Assembly that could be reallocated with City Manager Allen pointing out he did not think so.

Wallace Green pointed out RADA has enjoyed the support of the Raleigh City Council since RADA’s inception.  He stated their business model relies heavily upon revenue generated through mortgage income and fees from commercial mortgage projects.  He stated because of the status of the mortgage market generally their business model has been undermined.  He stated RADA serves the same customers as the sub prime market handles and everyone knows what has happened to the sub prime market.  He stated things are taking place to try to correct that but it is felt it will be several months before anyone can respond and the market corrects itself.  He stated the request for funding is to help sustain RADA through this period.

In response to questioning from Mayor Meeker, Mr. Green pointed out RADA’s mortgage business got started in the spring when they received their certifications, etc., from the banking commission.  They have closed 15 mortgages since that time.  On the commercial side they have done 4 mortgages.  They have 2 or 3 fairly sizeable ones they expect to close in the next year.  In response to questioning from Mr. Crowder, Mr. Green pointed out most of the loans are in Southeast Raleigh or the 010 zip code.

Mr. West’s talked about the Wal-Mart project and whether RADA has received any requests for minority tenants in that general vicinity.  Mr. Green pointed out they have received an inquiry from Granite Development for a tenant in the Wal-Mart area.  He stated he understands that Wal-Mart would be the client for technical assistance, etc.  Mr. West talked about this being a critical need, talked about the sub prime market in general, the need to focus on this program and make it work, how we have to help the less fortunate which will help make our City even greater.  Mr. Green talked about the number of foreclosures in the area and pointed out in almost any market someone makes money and talked about refinancing to prevent foreclosures and pointed out they are working with some lenders to help them buy loans, refinance, etc.  Mayor Meeker questioned if the funds that are being requested from the City are provided how many loans RADA would be able to service and when RADA could become self sufficient.  Mr. Green stated when RADA was setup they had no intention whatsoever of coming back to the City for additional funds.  He stated their business model calls for 7 to 10 mortgages per month and if they do that they should be self sufficient.  Mr. Crowder pointed out the at risk communities have spread to other areas of the City including Northeast Raleigh, Southeast Raleigh, West Raleigh and questioned if RADA is serving those areas.  Mr. Green provided Committee members with a copy of the Acron report relative to Home Insecurity: Foreclosures in Wake County Neighborhoods.  He stated RADA does provide services city-wide.  Mr. West talked about work in Southeast Raleigh in the past, talked about pockets of poverty and how we must serve those areas.  Mr. Green pointed out we have some 80 foreclosures per week in Wake County.

Mayor Meeker questioned if the City Manager had reviewed RADA’s business plan and/or request to see if there is any way they could have cost savings.  City Manager Allen pointed out he does not have an expertise in that area.  He stated RADA has a very competent board  They have developed a good business plan and it is a judgment question as to when and whether they can reach their goals.  He stated what they are requesting is a lot of money to cover a short period of time.  Assistant City Manager Wray pointed out he had spent some time with their board several weeks ago stating pointed out RADA has a very strong board including people like John Miller who has been in the mortgage business for a number of years.  He stated the Board combed and combed the proposal and the request.  He stated when RADA was setup they had no intention of coming back to the City.  They were hoping to be self sufficient in three years.  In response to questioning from Mr. Crowder, Mr. Green pointed out they have looked at other banking institutions such as Coastal Federal Credit Union, Self Help, etc.  Mayor Meeker questioned if the Council wanted to provide this funding what the source of funds would be.  City Manager Allen suggested City Council Contingency pointing out; however, this request would use up most of what is in contingency.  He stated he would suggest that; however, and if down the line the City wanted to appropriate or replenish City Council Contingency that could be done from a reserve account.  He explained how unused or reserve monies roll over.  Mayor Meeker stated he did not want to deplete contingency.  He stated he would like to hold this item and see if RADA could provide more confidence that they can become self sufficient and when with Mr. Green talking about uncertainties of the future and of the sub prime mortgage situation.  Mayor Meeker suggested holding the item and let the City Manager check on possible revenue sources to provide the funding and let the RADA board look at various strategies for becoming self sufficient.  It was agreed to follow that course of item and hold it in Committee.

Ms. Kekas arrives at the meeting at 11:10 a.m.

Item #05-52 – Downtown East Business Opportunity.  City Manager Allen pointed out Council members had received a report on how the property being discussed was acquired, acquisition information, consistency with the various plans, how City owned property acquired in this manner is disposed of, etc.  He stated Danny Coleman brought forth a proposal for the property before the City got to the point of developing an RFP for disposition and development of the property.  He stated typically the City develops an RFP to see what kind of proposals may be forthcoming.  He again pointed out there are several different over lapping plans but there is zoning on the property that would be suitable for a mixed use residential, etc., and he feels Mr. Coleman’s proposal is in line with what we would probably consider for this property.  In response to questioning from the Mayor, City Manager Allen pointed out the City is willing to sell the property that has always been the goal to assemble the property and sell it.  It was pointed out Rex Health Care is on a month-to-month lease.

Planning Director Silver pointed out just prior to the beginning of the meeting he provided Committee members with some material “Summary of Estimated Cleanup Cost” as provided by our consultant in the area.  Mayor Meeker questioned if cleanup is something we would do prior to sale of the property or if it would be up to the perspective purchaser.  It was pointed out by Planner Bailey-Taylor that this would be done through a revolving fund.  The City normally would do up front cleanup prior to the sale.  It was pointed out we are in the process of the cleanup at this point.

Danny Coleman presented the following prepared statement:

Good morning. I have reviewed the report before you and would request that you would keep this item in committee until the parties have had a chance to meet with staff in tweaking this proposal so that it addresses the issues outlined in the report.
It is quite clear that the businesses that were located in this community 25 years ago did not leave or sale their property to the city with the understanding that they were creating a culture where in businesses like their own or people such as themselves were not a vital part of downtown Raleigh’s future. It is also clear that in the city’s assembling the property - economic development through capital retention and other community based economic strategies along with the creation of affordable housing were the basic caveats that everyone in the community felt were to occur. The overwhelming support this proposal has received recently from both the Central and South Central Citizens Advisory Councils (CAC’s) reflects this long held belief.

The question is will there be some overt effort by this body in replacing what was displaced in both ownership and types of businesses? If the answer is yes then the proposal before you is right on point. As I have demonstrated, the printing industry led the last period of economic re-vitalization beginning with Charles Irving finding no room in downtown Raleigh in 1947 and locating his business, living-Swain Printing less than 1 block from this proposed site. History is replete with the business development that occurred subsequent to the realization that downtown east provided an excellent location for businesses that wanted to locate in downtown but were prohibited for reasons as varied as the design of snowflakes.
I would like to extend my gratitude to both Michele Grant and Mitch Silver for providing a candid and I think fair evaluation of the facts that control this body’s latitude in addressing the disposition and development of this site.
As stated earlier I would appreciate this effort remaining in this committee until meetings that are already scheduled between the parties and city staff has had a chance to occur. I would also like some sort of sign so as to be able to bring Rex Health Care to the table as we further define how this proposal can be tweaked so as to achieve the underlining goals of job creation for low-wealth residents in the community as well as affordable housing opportunities.
Just as a bit of history, in 1919 the Raleigh city council consisted of only three members: mayor, commissioner of public safety, and commissioner of public works. Dr. Pope headed a non-partisan African American slate of candidates along with Calvin Lightner and J. Cheek. The Calvin Lightner home house was immediately east of this site on East Davie St.

Danny Coleman pointed out Mr. Allen had sent him the report developed by staff and provided to Committee members in their agenda packet.  Mr. Coleman stated he was quite impressed with the City’s response to his proposal.  He stated he is very glad we are at this point but there are some variables we need to continue working on.  We need to talk about the City’s position on value of the property.  Mr. Coleman suggested that the Committee keep the item in Committee and allow him to continue to work with staff, talk to Rex Health Care, continue working with the Debnams, etc.  Mayor Meeker stated he feels Mr. Coleman’s plans are very similar to the City’s plans.  Mr. West stated he agrees with Mr. Coleman in terms of philosophy, etc.  He talked about areas of disparities, the need to maintain the cultural aspect of an area, talked about the beginning of Southeast Raleigh Assembly, capacity building and work he and the City has done in the past and went back to the conversations and meetings he had with former City Manager Benton and Assistant City Manager Wray in which they talked about capacity building, etc.  Mr. Coleman’s remarks bring that back to light for him.  He stated everything we have had tried to do rallies around this point.  We have done some good things to help, have had some successes but he does not feel we’ve had the opportunity to bring things together and do what he thinks of as a demonstration project.  He talked about the work of cities across the country, the need for demonstration projects, talked about the retention of wealth in a community, the need to have the wealth stay in the community, have retail run by the community, etc.  He talked about a recent newspaper article concerning this subject and Mr. Coleman’s response of “income first.”  He stated it would be helpful to have a demonstration project.  He talked about opportunities for economic development, Dr. Johnson’s study, etc., pointing out he is not saying Mr. Coleman’s project is the one that will be our demonstration project but we do need to get something on the ground to show how it will work.  He talked about all of the plans that are on the table and the interest on the part of the people living in an area which would be something positive, etc.

Joe Sansom stated he agrees with the overall concept put forth by Mr. Coleman.  He spoke in support of the Debnam Clinic pointing out it is inadequate to say the least.  The twin doctors are carrying on their father’s tradition of serving the inner city people and the under wealth people.  He stated the proposal by Mr. Coleman would give the Debnam twins an opportunity to follow in their father’s footsteps and serve the people.

Mayor Meeker suggested keeping the item in Committee and asked staff to draft a RFP, see what the RFP would look like and then decide how to proceed.  He talked about the need for the minority businesses to be included.  Mr. Crowder stated Mr. West was talking about a pilot program.  He stated he would like to see us go a little further that is have lines or definitive plans as to how to involve the people in the community in the whole concept.  He talked about the people in the community being involved from the beginning to the end.  He talked about the possibility of 100 percent MWBE, and the need to have a project where the people reap the benefits.  Many times we have a project where a developer comes in, takes the risk, reaps the benefit and rightly so but then moves on.  He would like to see the community reap the benefits.  Mr. West talked about following policy and procedure and pointed out we have many ingenious people on staff and he feels we could come up with a project that will help the people move forward let it be their project and they reap the benefits.  He talked about the possibility of the people putting sweat and intellectual equity into the project and thereby reap the benefit and how the community can be involved.  Mr. Sansom pointed out Mr. Crowder talked about 100 percent minority and pointed out minority takes into account many ethnic groups.  You could fill up the project with minorities but not have any African-Americans.  He stated he would like to see a project that has at least 30 percent black.  Ms. Perry pointed out she supports Mr. Coleman’s proposal and she feels if Southeast Raleigh is given the chance and support, it can come forward with a great project.  Mr. West talked about staff providing some guidance to Mr. Coleman’s proposal as well as developing a RFP on a parallel track.  Mayor Meeker stated the RFP would be drafted and that would show what the City expects.  Then we could look at Mr. Coleman’s project and any others to see how they compare.  Mr. Coleman  spoke briefly to his project and pointed out under his proposal he is at about 70 percent occupancy and the majority of the tenants would be black owned operators.  He stated he feels what the Mayor suggested that is developing an RFP as to what the property should look like is fine but he would also ask that the Council commit staff to work with the group he assembled that is do not leave them out on a limb and questioned why he couldn’t have some support to perfect their proposal that is have a parallel process.  Staff could work with their development team while it is developing a RFP.

Mayor Meeker stated Mr. Coleman’s proposal would be fully considered.  He stated there does not seem like there is anyone else out there in contention so Mr. Coleman’s proposal would be considered but first we need to get the RFP drafted.  Mr. West stated he has no problem with proceeding with drafting the RFP but pointed out he sees this project as being more than just another project.  He sees it as a demonstration project.  He questioned if the group could get some guidance from staff to help them tweak their proposal and move forward.  Mayor Meeker suggested getting the RFP done as quickly as possible.  Planning Director Silver questioned the staff support piece.  He stated he understands the drafting of the RFP but questioned if they just do the RFP and not get involved in the financials with Mayor Meeker stating financial negotiations may or can be done after the RFP is developed.  We need to get the responses and go from there.  City Manager Allen pointed out one step the Council could take to help move this along is to authorize getting an appraisal on the property.  Mayor Meeker moved approval of an appraisal on the property.  His motion was seconded by Mr. Crowder and put to a vote which passed unanimously.

Item #05-54 – Memorial Auditorium Use/Performing Arts Center – Holiday Season.  Mayor Meeker pointed out he understands that Theater in the Park had withdrawn their request for additional dates for use of the Progress Energy Center.  In response to questioning, Convention Center Director Krupa pointed out there is some discussions with the people who will be running the new theater in Durham about allowing Theater in the Park to have a run there either before or after the run in Raleigh.

A gentlemen from the audience pointed out everyone understands the Broadway South series is already set for this year and next year.  He talked about discussions at the last meeting that led him to think about the money versus community service angle.  He pointed out at the last meeting there was a lot said about making money but there is more than just making money at stake.  He stated when Theater in the Park and the other local groups generate revenue 100 percent of that revenue stays in our town.  He stated they do a tremendous amount of charitable work and he feels that should be considered.  He stated if the Council ever wants to put an item before Committee relative to discussion about money versus community service use of the City facilities they would like to participate in that process.  He stated when they requested additional time it was not a selfish interest it is more a local artistic issue.  He stated if the goal of the City is to make as much money as it can at Memorial Auditorium that is fine but they would like to participate in the process.  He stated he does not want the local groups to be looked at as the red headed stepchild or a drain on the resources or the use of the facility.  Mayor Meeker talked about the need to have balance.  City Manager Allen pointed out the City does not make money on the facility there are shows that are money makers and that helps keep the cost for other users down.  We have to have the balance.  Mr. Crowder stated he too agrees we need to find that balance but talked about the importance of community use such as proud parents watching their children perform.  We have to find the right balance.  Ms. Kekas agreed but pointed out she served on the Convention Center Authority for a number of years and we do have to have the money making activities to run the facility.  Mayor Meeker moved the item be removed from the agenda with no action taken.  His motion was seconded by Ms. Kekas 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 G.S. 143-318.11(a)(5) for the purpose of instructing City staff concerning negotiation for properties in the following area:  acquisition of property at 12241 Falls of Neuse Road and pursuant to G.S. 143-318.11(a)(2) to prevent the premature disclosure of a honor award or gift.  Mayor Meeker moved approval as read.  His motion was seconded by Mr. West and put to a vote which passed unanimously.  The Committee went into Closed Session at 11:50 a.m.  Minutes of that section will be covered in a separate set.

Gail G. Smith

City Clerk
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