
Budget & Economic Development


July 22, 2008


BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Tuesday, July 22, 2008 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



City Manager Allen

Mr. Crowder 



City Attorney McCormick
Ms. McFarlane


Convention Center Director Krupa
Mr. West



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

Item #07-27 – Rocky Branch Stream Restoration and Greenway Project – Request for Funding.  City Manager Allen stated staff had been in discussion with Ms. Barbara Doll, who represents the North Carolina Sea Grant and others.  He stated Committee members had received backup information relative to the project and Ms. Doll had refined the request.  He stated no doubt it is a good project.  He stated he had charged the group that if the City were to be first in with funding that the group would get the additional funding needed.  Their request is for $210,114.  He stated this project can qualify as a stormwater utility project and there is that amount of funding available.  City Manager Allen stated he would recommend the City Council help with this project in the amount of the $210,114 with the understanding the group comes up with the additional needed funds and will not come back for additional funding.  Mayor Meeker questioned if the County is going to participate.  City Manager Allen pointed out they have not taken action but he understands they are very interested.  Sig Hutchinson pointed out they have not taken action but it will be on their agenda for consideration next week and they have expressed interest in participating.  Mr. Crowder moved approval of the funding in the amount of $210,114 and authorized the City Manager to execute the appropriate agreement and also authorize a transfer of the funds from the stormwater utility.  His motion was seconded by Mr. West and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.
Item #07-16 Arts Funding.  City Manager Allen pointed out the committee had asked staff to work to put together a program by the Convention Center and Arts Commission to facilitate the placement of art in the Convention Center.  He stated he thinks everyone understands there are opportunities for art and there would need to be private funding.  The City would not be putting money into art at the Center.  Convention Center Director Krupa indicated he feels they are poised to work together and get art opportunities.  He stated they have a joint committee which will be working together to try to find art that is appropriate and once that is found they will work through the committee and get it approved and then find funding for those pieces.  Mr. Crowder stated he thought this should go through the current process with Brian Starkey and Mr. Krupa pointing out they would work through the existing process.  City Manager Allen pointed out the Arts Commission does have some money that is available to purchase some art pieces.  

Mayor Meeker suggested there is a good process underway therefore the item could be removed from the agenda with a report to the Council that the process is underway.  Mr. Crowder moved approval.  His motion was seconded by Ms. McFarlane and put to a vote which passed unanimously.  The Mayor ruled the motion adopted. 

Item #07-25 – Martin Luther King, Jr. Memorial Gardens.  City Manager Allen pointed out at the July 8, meeting the Committee recommended that Staff look at a phasing plan and possible funding sources particularly from Southeast Raleigh area projects with the first phase being one-third to one-half of the entire project budget.  He indicated staff discussed phasing strategies and presented Citizens Advocates of Parks in Southeast Raleigh the following three options for the first phrase:  

1. Include design fee for the full build out, construction of a restroom and some site amenities such as walkways, a few benches and trash receptacles as available budget allows.  The cost range would be $200,000 to $250,000;

2. Include design fee for a full build out, construction of a picnic shelter, a new park sign and walkways, a few benches and trash receptacles as budget allows.  The cost range would be $200,000 to $250,000.

3. Include design fee for the full build out, construction of a restroom and picnic shelter with minimum site amenities including necessary walkways to access buildings.  Cost range $300,000 to $350,000.  
The Citizens Advocates for Parks in Southeast Raleigh responded that Option 3 is their first choice.  Mayor Meeker pointed out it looks like Option 3 is the most reasonable.

City Manager Allen pointed out the committee also asked staff to look at some funding options.  He pointed out he still believes the best way to fund projects like this is to put it in the CIP as a part of the budget process, that is, to give staff direction that this is a priority and staff would try to fund it in the next CIP.  He stated however if the Council wants to get started staff did look at source of funds from other Southeast Raleigh projects which have not been obligated to date as follows:  
Prior year capital funding for Southeast Raleigh streetscapes $130,000; 
2008-09 capital funding for Southeast Raleigh streetscapes - $100,000.

He stated both of these are important but are sources that the Council could utilize as the projects have not been started.  He stated a third possibility is previous funding for sidewalk improvements at Biltmore Hills and Roberts Park.  Walkways constructed at Biltmore Hills resulted in savings and walkways are not practical for Roberts Park, therefore there is $47,127 left in that account.  City Manager Allen explained each of the possibilities.  Mr. West asked to hold the item and let him get back to the Southeast Raleigh group to see which source of funds they feel would be best; therefore the item will be held until the next meeting.  
Item #07-28 Olde Towne – Payment Plan for Fee in Lieu.  City Manager Allen explained this request.  He stated they are asking for consideration of making a fee-in-lieu of payment in an installment plan and post a letter of credit to insure subsequent installment payments.  He pointed out the staff cannot allow this and the City Council has made an exception in two previous situations; however, only one of those situations took advantage and went with an installment payment.  He cautioned the Council about making exceptions as once an exception is made everyone will want the same exception.  He stated in addition it is difficult for administration to track and keep a record and billing for the installment purchases.  He stated he definitely understands why the Old Towne Community developers would want to do this.  

Mayor Meeker questioned if a letter of credit would secure the City with City Manager Allen stating it would provide the security for the City it’s just a matter of administration and the fact that the City would not have the opportunity to use the funds up front.  

Mr. West stated he agrees that this situation is unique. He stated we haven’t had an investor of this scale to come in an underdeveloped area and make this type commitment.  He stated we tried to get developers in this area but they would not come in as they felt it was too risky but the Olde Towne developer came up, presented a project, has made a lot of contributions, etc.  He stated there are other projects that have failed such as the Walmart but here we have a developer that is moving forward and he feels we need to do whatever we can to support the effort if there is not risk to the city.  He stated he believes if this project can go forward we would get back our investment 2, 3 or 4 fold.  He feels it will be a good economic development tool.
Attorney Beth Trahos, 434 Fayetteville Street, indicated representatives Olde Towne and Kimley Horne are present to answer questions.  She stated they are in the process of finalizing the first phase which will include 531 lots in the Olde Towne development.  She stated they are asking for an installment plan for the fee in lieu of payment pointing out this is a very large project similar to Hedingham.  The City allowed Hedingham to make an installment fee in lieu of payment.  She pointed out they expect to get their building permits and site plan approval in the near future.  She pointed out the fee-in-lieu is not for an immediate need of the City as the City has no plans to build the bridge anytime soon.  She pointed out Olde Towne developers are installing some $750,000 of infrastructure and have given $500,000 to the schools all of this prior to any impact on the neighborhood.  
Mr. Crowder indicated he concurs with Mr. West and questioned if the risk issue would be minimized if they submitted a bond with the City Manager and the City Attorney stating a letter of credit is much more secure and easier to collect on than a bond.  Neither would recommend or feel the city should accept a bond.  

Ms. McFarlane indicated she understands the benefits but she also has concern about the precedent setting of allowing the installment payment.  In response to questioning from the Mayor, City Attorney McCormick indicated if a letter of credit is posted it could be collected if needed.  

Mr. West spoke in support of the request pointing out this is a market rate project and anything the City could do to get the project started would help the City.  It would mobilize the area and investment in the area.

Tyler Toulon spoke in support of the request.  He stated it is important for Raleigh to be viewed as one city.  There has been little development in Southeast Raleigh and we are fortunate to have this developer come in and indicate they want to develop in the area.  This project will provide a place to eat, work, sleep, and play in the same area.  He talked about the economic advantages this project will bring and pointed out if this development does move forward we will have a total city of opportunity and any exit from the Beltline will take you into similar areas.

Attorney Trahos pointed out the installment purchase was approved for Hedingham and she does not think there has been a rush of requests from developers for an installment purchase.  Mr. West moved approval of the installment payment of the fee in lieu of subject to the City Attorney reviewing and approving the letter of credit and with the understanding that this is not setting a precedent it is felt it is a unique situation and with the further understanding that the developers will always provide the letter of credit and not request a change to a bond.  His motion was seconded by Mr. Crowder.

City Manager Allen talked about State legislation which was passed a short time ago which would allow bonds rather than letter of credit but he feels that the Council should require and ask for the understanding that they would not come in and request that it be changed to a bond with Attorney Trahos agreeing.  The motion as stated was put to a vote which resulted in all members voting in the affirmative except Ms. McFarlane who voted in the negative.  The Mayor ruled the motion adopted.
New Bern Avenue Daycare Center.   Mayor Meeker pointed out he understands there has been a request from the New Bern Avenue Day Care Center for an extension until September 11, 2008 to vacate the premises.  It was pointed out at the meeting on August 11, 2008 the Budget & Economic Development Committee recommended that the New Bern Avenue Day Care Center be allowed to remain at their current location until August 11, 2008 and the City would attempt to assist with permitting and their response to Wake County relative to the abatement plan with the understanding that the daycare center would permanently relocate no later than August 11, 2008.  It was pointed out the spokesperson for the center has now requested an extension until September 11, 2008, citing delays attributed to each of the completion of the architectural drawings and obtaining permits required for the fit up of the new premises.
The spokesperson for the New Bern Avenue Daycare Center indicated on May 13, 2008 they signed a lease requested from the City.  They talked about requesting a copy of the blueprints that had been presented to them in February.  In May they were informed by the architect that he would not be doing the drawings for construction.  They did not know that until then and they had to go about locating another architect.  They had to go to Greensboro to get someone that would do the architectural drawings in the requested 3 to 4 weeks time frame but that did not happen.  She stated she had just received the architectural drawings earlier today.  

In response to questioning from the Mayor as to whether the work would be complete and this would be the final extension the spokesperson said she hopes that everything will be completed.  She stated however she had hoped that it would be completed prior to now.  She stated at the last meeting the City Manager stated the City would help with some of the items such as expediting the permit and working with Wake County.  She stated that has not happened yet.  She was told the City would contact Wake County relative to the abatement plan but that hasn’t happened.  Several things were suppose to happen but they have not.  She stated they will do everything in their power to be out by September 11; however, that will require the City helping expedite the permit and working with the county, etc.  They have a private donor and everything is ready to move forward.  
Mr. West talked about the communication problems asking what the City had obligated to do that has not been done, etc.  He stated we are in a “he said, she said” but he would just like specifics as to where we are, whether the permits have been secured, etc.  Community Development Director Grant pointed out her department has not received any requests.  It was again pointed out by Mr. West that each side is saying the other dropped the ball.  Community Development Director Grant stated they would be happy to try to expedite the permit, however they do not have anything to expedite until the drawings are submitted.  The spokesperson for the center pointed out everyone had thought they had an architect and the construction drawings were ready but found they were not.  She stated she has emails from the Community Development Department representatives, which would indicate that they too thought the drawings were ready.  Mr. West again stated he is not concerned about who dropped the ball he is concerned about getting this project moving forth and everyone situated.  Mr. Crowder moved to give an extension of 4 weeks once they received the permit from the City of Raleigh.  Discussion took place on the suggestion by Mr. Crowder with it being pointed out it is felt it would be best to give an exact deadline.  Community Development Director Grant talked about why the conceptual drawings were done and the fact that once the daycare center indicated they had a contractor and would not need city assistance other than helping to expedite the permitting and working with the county, Community Development did not proceed.  Mr. Crowder questioned if they could get a Raleigh architect with the spokesperson for the center indicating the group has a Raleigh office but they had to go to Greensboro to get one of the architects that was available to move forward.  Mayor Meeker moved to recommend extending the time to vacate to September 11, 2008.  His motion was seconded by Ms. McFarlane.  The spokesperson for the daycare center asked how the City is going to work with the County and if the City if going to help expedite their permit after which the motion as stated was put to a vote which passed unanimously. 
Joint Venture Rental Recommendations.  Committee members received the following report in their agenda packets.
What is requested:
A.
APPROVAL to fund the following affordable housing proposals that will benefit 8 individuals earning less than 30% Area Median Income
 (AMI), 15 earning less than 40% AMI and 10 earning less than 60% AMI.  Both projects involve the acquisition and rehabilitation of existing rental units as opposed to new construction; such projects receive extra points in the evaluation process. 
1.  701 E. Franklin St 

7 SRO Units


$327,923

2.   George’s Mews

26 Family Units

$926,164

B.  APPROVAL to transfer $262,338 from FY 08/09 HOME CHDO funds and $65,585 from HOME CHDO City Match funds to a separate expenditure account named 701 East Franklin Street; and transfer $926,164 from Joint Venture Rental bond funds to a separate expenditure account named George’s Mews. 

Background:  
Program Description:  The Joint Venture Rental Program is one of several City housing programs.  The purpose of the program is to provide developers of affordable multi-family housing low interest loans in order to build or purchase and rehabilitate privately owned and managed rental units.  City funds are leveraged with federal low-income housing tax credits, conventional financing and/or other public funding sources.  This program has been operating since 1988 and has provided funding for over a thousand affordable units.      

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 issued in October 2007, five proposals were submitted to the City of Raleigh requesting funds for affordable housing projects.  Proposals were scored according to criteria listed in the Request for Proposals.  


Evaluation Criteria  

1. Financial Feasibility of Project – 20 points.  Developer should have site control.  The project should be economically feasible with reasonable project costs.  City funds should be leveraged and preference will be given to projects with lower development costs per unit (less than $80,000).  Developer’s fee must be less than 15% of development costs.

2. Location – 20 points.  Proposals for projects located in areas where there is a low-concentration of subsidized units will receive a priority (per Scattered Site Policy).  Also, sites that have a high noise level or are near nuisances will receive lower priority.  Priority will be given to rehab projects in areas where redevelopment by the City is currently taking place.     

3. Special Needs – 10 points.  Units for families or persons with special needs such as with homeless shelters or transitional housing will receive extra points.  

4. Development Quality – 15 points.  Projects will be rated on the quality of the project design, material selection and architectural appeal and site considerations and suitability.  The design compatibility with the surrounding environment/neighborhood will also be a consideration.

5. Development and Management Team – 15 points.  The capacity and experience of the development and management team will be considered.  They must demonstrate prior successful experience with comparable size and type projects.  The financial capacity of the developer to complete the project will be looked at along with the property management experience of the management team.   

6. Rehabilitation vs New Construction – 10 points.  Projects that are requesting rehabilitation as opposed to new construction will receive 10 points.  

7. Energy Star Standards – 10 points.  Ten bonus points will be given to developments that commit to meeting Energy Star standards.  
Prior Council Action:  At its meeting on May 6, 2008, council upheld staff’s recommendation to approve two of the five proposals and to postpone funding decisions on the remaining three pending additional information.  Additional information was received for one of the three remaining and at its meeting on July 15, 2008 Council upheld staff’s recommendation to approve the third proposal and to postpone funding decision on the remaining two (those listed as item A on the first page). 

DESCRIPTION OF PROJECTS 

1. 701 East Franklin Street:  CASA requests $327,923 for the acquisition and rehabilitation of a 7 unit development for low-income persons located in the City’s Priority Area Two.  The City would provide two separate loans in the amounts $69,829 and $258,094.  The larger loan would share a first lien position with Wake County’s loan of the same amount.  The second loan would be deferred in a second lien position.  The project will provide 7 SRO units targeting individuals at or below 40% of the area median income.  The funds would be for acquisition to permanent financing.    
Location:  The site is located at 701 East Franklin Street in the Mordacai neighborhood in the Priority 2 Area according to the Scattered Site Policy.  The development is exempt from the Scattered Site Policy because it will house persons with disabilities.  701 East Franklin Street is close to a bus line.      

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

Funding


Total 

Per Unit

% of Total Costs
City of Raleigh (0%)
$327,923

$46,846

55.96

Wake County (0%)

$258,094
$36,871

44.04





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

--------

TOTAL COST

$586,017
$83,717

100.00

Units

Number
Rents

Utilities
Affordability
SRO 
   
7

$275

$100

40% Area Median Income

Underwriting:

Loan to Value Ratio:  Loan commitment will be pending receipt of an adequate appraisal in which the loan to value is at most 95%.
Debt Coverage Ratio:  1.15 (Minimum debt coverage ratio = 1.15)

Developer Experience/Financial Strength:  Developer has the experience and financial capacity to manage such a project.  CASA has completed several similar projects with the City.  All loans are current and timely payments are received.  The City of Raleigh and Wake County have positive development experience with CASA and Wake County has already approved funding for the project.  Projects are well-maintained.

Loan Terms:   Acquisition to permanent loan of $258,094 at 0% over 30 years, with annual payments of $1,340 and acquisition to permanent loan of $69,829 deferred for 30 years.  
Recommendation:  Staff recommends approval of entire $327,923 at 0% interest with monthly payments based on the projected annual amounts.  All appliances to be replaced with Energy Star appliances.  City staff also recommends that the City obtain Right of First Refusal as a condition of funding.          

2. George’s Mews:  CASA requests $926,164 for the acquisition and rehabilitation of a 26 unit development for low-income persons located in the City’s Priority Area Two.  The City would be in a second lien position behind a first mortgage of $418,445 by CICNC.  CASA has also requested funds from both Wake County and North Carolina Housing Finance Agency.  The project will provide 26 one bedroom affordable units.  Eight units would be set aside for individuals at or below 30% of the area median income (AMI), 8 for individuals making at or below 40% AMI and the remaining 10 units for those making less than 60% AMI.  The funds would be for acquisition to permanent financing.    

Location:  The site is located at 615 & 625 Washington Street in the Glenwood-Brooklyn neighborhood in the Priority 2 Area according to the Scattered Site Policy.  The property is close to a bus line.      

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

Funding


Total 


Per Unit
% of Total Costs
CICNC (6.75%)

$418,445

$16,094

19.51

City of Raleigh (0%)
$926,164

$35,622

43.19

Wake County (0%)

$566,500

$21,788

26.41

NCHFA (0%)

$227,495

$  8,750

10.61

CASA


$    6,000

$     231

  0.28





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

----------

--------

TOTAL COST

$2,144,604

$82,485

100.00

Units

Number
Rents

Utilities
Affordability
1BR/1BA 
   
8

$440

$85

30% Area Median Income

1BR/1BA 
   
8

$415

$85

40% Area Median Income

1BR/1BA 
   
8

$600

$85

60% Area Median Income

1BR/1BA 
   
2

$600

$85

60% Area Median Income

Underwriting:

Loan to Value Ratio:  Loan commitment will be pending receipt of an adequate appraisal in which the loan to value is at most 95%.
Debt Coverage Ratio:  1.15 (Minimum debt coverage ratio = 1.15)

Developer Experience/Financial Strength:  Developer has the experience and financial capacity to manage such a project.  CASA has completed several similar projects with the City.  All loans are current and timely payments are received.  The City of Raleigh and Wake County have positive development experience with CASA and Wake County has already approved funding for the project.  Projects are well-maintained.

Loan Terms:   Acquisition to permanent loan of $926,184 at 0% over 30 years, with varying annual payments from $2,265 to $22,341 based on anticipated cash flow.

Recommendation:  Staff recommends approval of entire $926,164 at 0% interest with monthly payments based on the projected annual amounts contingent upon CASA receiving the funding from CICNC, NCHFA and Wake County at the terms as described in the application.  All appliances to be replaced with Energy Star appliances.  City staff also recommends that the City obtain Right of First Refusal as a condition of funding.
Community Development Director Grant highlighted the report.  A representative of CASA talked about their excitement to work on these projects and explained the two developments.  Mr. Crowder pointed out he had had some questions from the Glenwood Brooklyn Neighborhood Association and he would suggest deferring the George’s Mews project until they had an opportunity to discuss the concerns.

The representative of CASA pointed out it is an existing development which will be renovated, etc.  The possibility of delaying the George’s Mews proposal was talked about with the CASA representative talking about their deadlines.  Mayor Meeker pointed out we’ve got a couple of weeks until the next Council meeting and suggested that the motion be amended to approve the recommendations with the understanding that a neighborhood meeting will be held prior to the August 5, Council meeting and a report could be made on that meeting on whether concerns have been addressed.  Mayor Meeker moved approval of the recommendation as outlined with the understanding the meeting with the neighborhood around George’s Mews would take place prior to the next Council meeting.  His motion was seconded by Mr. West and put to a vote which passed unanimously.  
Surplus Property – Lassister Mill Road.  Committee members received the following report in their agenda packet.

What Is Requested?

This is a request to sale the unimproved portion of right-of-way bordering the lot owned by Kimberly J. Reynolds and husband, Rodney A. Garnas at 3715 Lassiter Mill Road and to declare this property surplus real property subjected to the upset bid process. 

Background:

The City acquired this portion of right-of-way along Lassiter Mill Road (formerly St. Mary’s Street Extension) per recorded plat at Book of Maps 1959 PG 329, recorded in the Office of the Register of Deed of Wake County, North Carolina on 11/6/1959.  
Kimberly J. Reynolds and husband, Rodney A. Garnas would like to add this portion of unimproved right-of-way (1,633 SF) to their property and has submitted an offer to purchase contract along with a bid of $5,430.  Staff has reviewed this request and sees no problem with selling this portion of unimproved right-of-way.  All sewer easements within this portion of right-of-way will be retained by the City. 
 Additional Property Data:
         1,633 SF of unimproved right-of-way - 3715 Lassiter Mill Road                                  
         Date City Acquired Easement:  11/6/1959      
         Offer of:  $3.33 per square ft. (SF).                       
         Tax Value for land for ent .92 acre parcel:  $120,000                            
         Appraised Value:  N/A           

Previous Council Action:  NA
Recommendation:  Declare the unimproved right-of-way consisting of 1,633 SF per survey bordering the lot located at 3715 Lassiter Mill Road surplus real property and subject the bid of $5,430 from Kimberly A. Reynolds and Rodney A. Garnas to the upset bid process.  
Mayor Meeker moved approval.  His motion was seconded by Mr. West 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 negotiations for properties in the following areas:  1) Dillon Supply surface parking lot lease, 2) area 41 neighborhood park search, 3) Capital Area Transit operation center, 4) Public Utility Center – South Raleigh, 5) Police Department relocation space.  Mayor Meeker moved approval of the motion as read.  His motion was seconded by Mr. West and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the committee went into closed session at 11:40 a.m.  Minutes of that section will be covered in a separate set.
Gail G. Smith

City Clerk

jt/BED07/22/08

� # in family	1		 2		3		4		5		6 


30% limit	$15,700		$17,950		$20,200		$22,450		$24,250	          $26,050


40% limit	$20,960		$23,960		$26,960		$29,960		$32,360	          $34,760


50% limit	$26,200		$29,950		$33,700		$37,450		$40,450	          $43,450


60% limit 	$31,440		$35,940		$40,440		$44,940		$48,540	          $52,140


� Because the City staff has recommended use of HOME/CHDO funds for this project, costs were increased to include relocation and remediation of LBP and asbestos to meet the federal requirements.  
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