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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 28, 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 (arrived late)

Deputy City Attorney Botvinick
Ms. McFarlane


Community Development Director Grant






Senior Real Estate Specialist Pittman

Mayor Meeker called the meeting to order indicating Mr. West is out of town therefore is absent and excused from the meeting.  Mr. Crower will be arriving shortly.

The following items were discussed with action taken as shown.

Item #07-35 – 301 Hillsborough Street Partners.  Committee members received the following memorandum in their agenda packet.
At the BED meeting of October 14th, 301 Hillsborough Street Partners, LLC proposed purchasing the property at 301 Hillsborough Street on an accelerated basis.  In a recent e-mail 301 Hillsborough Street Partners proposed a net purchase price of $ 4,527,600 which has been agreed upon by staff.  

The proposed net purchase price was calculated by averaging the two agreed upon appraisals which totaled $4,770,000 for both 309 and 301 Hillsborough Street and subtracted the $458,000 which was originally paid for the 309 Hillsborough property and then added one full year of interest at 5%.  

A closing date of no later than December 31, 2008 has been proposed and accepted by staff.  Per the attached, it was also suggested that the current revised development schedule be followed.

At the time of this agenda item the final agreement language has not been prepared.  Should the final language be agreed upon we will forward it to the Committee members or bring it to the Committee Meeting on Tuesday.  Below is a draft of the schedule.  

      Securing financing by developer




Dec. 1, 2008

Development of documents for GMP



Dec. 1, 2008
      Confirmation of financing by developer
at council meeting
Dec. 2, 2008


Real estate closing






Dec. 31, 2008
Complete GMP pricing documents



Jan. 5, 2009
Initiate GMP (final)





Jan. 5, 2009
Value engineering






Jan. 15, 2009
Complete GMP






Jan. 30, 2009
Building Permit express review 




Jan. 30, 2009
(site and foundation package)
Recombination of lots





Feb. 2, 2009
Start site and foundation work




Feb. 3, 2009

Complete footing construction




July 6, 2009

Complete 50% shell building construction


Dec. 30, 2009

Complete shell construction




Mar. 15, 2011

City Manager Allen stated as indicated in the memo, we believe we have an agreement in place and price to allow for the accelerated sale of 301 Hillsborough Street with a closing date of no later than December 31, 2008.  He highlighted the memo.  He stated the agreement has been signed off by the Reynolds group and staff is comfortable with the language.  Deputy City Attorney Botvinick indicated City Attorney McCormick is not in the office and has not seen this latest version.  There is a slight difference from what City Attorney McCormick had proposed and it relates to the purchase and repurchase price.  It is a very slight difference.  Mayor Meeker suggested that Attorney Worth and Attorney Botvinick get together and make sure they agree on the exact language.  Attorney Botvinick had suggested adding a paragraph to clarify the purchase and repurchase price.  Mayor Meeker moved approval of the amended agreement with the understanding the attorneys would work out the difference in language and include a copy in the agenda packet.  His motion was seconded by Ms. McFarlane and put to a vote which passed on a 2-0 vote. 

Mr. Crowder arrived at the meeting.

Item #07-36 Stormwater Escrow Policy.  Council members received the following memorandum in their agenda packet.

Council requested a report concerning the background of stormwater replacement or escrow accounts and any possible options to using escrow accounts. 

Replacement fund accounts came about as a result of the Neuse River stormwater rules that were implemented by the City in 2001 as a result of the State mandate to improve water quality in the Neuse River.  The basic requirements include detaining stormwater for the 2-year design storm (3.6 inches of rainfall over a 24-hour period) to the rate prior to development and to provide nitrogen treatment in order to reduce nitrogen loads to the pre-development rates.

In order to meet these requirements, normally a stormwater facility such as a detention pond, rain garden, sand filter, buffer strips, etc. are located within a development.  For single family subdivisions, there are normally multiple stormwater devices because of the nature of the drainage patterns.  For nitrogen reduction requirements, a developer can elect to buy down or partially buy down the nitrogen by paying into the Ecosystem Enhancement Fund managed by the State.  Limits as to the amount that can be bought down were established by the State and are included within the City Code.  

Escrow accounts are only required when a stormwater facility serves multiple lots within a development.  Stormwater devices serving one lot are not required to have an escrow account. Most, if not all devices serving one lot is located within commercial type developments.  The reasoning behind not requiring an escrow account for devices on one lot is there is clear ownership and responsibility by one party and enforcement actions are much easier to accomplish.

Escrow accounts are set up in order to replace these stormwater facilities in the case of failure.  Money from these escrow accounts can be requested by the property owners in the event the cost to repair exceeds 1/3 of the initial construction cost of the device.

Escrow payments are made as follows:

1- 15% upfront by the developer 

2- 2/3 of the remaining cost in the first 5 years

3- The remainder of the costs paid in years 6-10.

Issues brought up at the public hearing include:

1- The length of time it takes to review legal documents associated with the replacement fund accounts.

2- The amount of money a homeowner’s association has to pay into the account and the inability to utilize this money except for major repairs.

I would note these escrow accounts have been required since 2001 as a result of the Neuse stormwater rules requiring water quality and quantity facilities that were mandated by the State.  The rules require the City to be responsible for maintenance and repair of the facilities. These replacement fund accounts were implemented with the ordinance changes approved by Council in 2001 in order to limit the City’s financial liability for failures, particularly after a major storm or hurricane event.     

In order to address the issues brought up at public hearing, staff would recommend the City seek authority from the legislature to assess property owners for the cost of repairing the facilities in lieu of requiring escrow payments over a 10-year period.  An upfront payment would still be required in combination with this option.  Legislative approval is required as the City currently can only assess property owners for public improvements and not private improvements.

The property owners would still be responsible for maintenance and repair of the facilities in the event of a facility failure.  The owners would still have the option of repairing the facility using their own funds.  If the property owners (or HOA) failed to repair the facility, the City would have the option of assessing the property owners if the General Assembly would grant the City this authority. 

This assessment option would be used in lieu of the current replacement (escrow) account requirement.  This approach would reduce required legal documents and allow a homeowner’s association to pay only when a facility fails, therefore, eliminating the current 10-year upfront payment requirement.  This option would also significantly reduce staff time in administering the replacement account program.  

City Manager Allen explained the memorandum, pointing out staff has spent quite some time reviewing this issue and explained the history pointing out the City has interest in making sure the facilities are put back in place should something go wrong.  He stated he hopes the City never has to get into the business of replacing these stormwater facilities.  He stated the memorandum has a proposal which staff feels would be helpful, would be more efficient and would give the City adequate facilities and protection of those facilities.  The property owners would be responsible and the City would have adequate funds or ability to gain funds if something occurred and there is even a possibility under this new proposal that some refunds could be granted.  City Manager Allen pointed out this would require legislative approval so that the City could assess the property owners if they fail to repair a facility.  That is, the property owners would have the responsibility for replacing a facility or the City could go in and use the escrow funds for its part and assess the private property owners.  He briefly explained how the program would work and the fact that there would still be an upfront payment we would need some fiduciary help to determine exactly what the up front amount would be and to make sure we meet all of the future exposure.  He pointed out the City Attorney’s office and stormwater staff has worked on this and feels this is a good approach.  He again stated it would be more efficient for staff, more economical for the developers and homeowners and again stated we may be able to refund some entities which have paid over and above what the future amount would be.  He stated he feels the City could find other partners to approach the General Assembly as it would be a state wide bill.  He feels this is a reasonable system.  
Mayor Meeker stated if we could have a system that protects the City and the citizens and even possibly give some citizens some refund he feels it would be good.  He understands this would go to the long session with the City Manager indicating that is correct.  Mayor Meeker moved approval of the recommendation to seek legislative authority and move forward with this proposal.  His motion was seconded by Mr. Crowder and put to a vote which passed unanimously.  The Mayor ruled the motion adopted on 3-0 vote.
Surplus Property – 411 Morson Street.  Committee members received the following memorandum in their agenda packet.

What Is Requested?
That the Committee recommends to City Council that it declare a portion of 411 Morson Street from the edge of the existing parking lot to the western property line which abuts 405 Morson Street surplus property and authorize the sale of these properties to Morson Street Partners for $1.00, subject to the upset bid process with the condition that a 5ft. landscaping easement be retained by the City of Raleigh on this parcel at closing. 

Background:  
Staff has received a request from the Morson Street Partners to acquire a portion of 411 Morson Street to be able to construct a parallel retaining wall as the existing retaining wall currently located on City property is failing. The property is located at the corner of South East Street and Morson Street and abuts 405 Morson Street which belongs to Morson Street Partners.   

The City’s Community Development Department (CDD) department manages the parking lot which leases to neighboring buildings as part of an agreement when the structures were located to surrounding lots. Because of the agreement CDD is not able to lose any of the parking spaces.  Staff has talked to staff in Zoning Inspections and learned that the existing 5 foot landscape buffer is a requirement for the parking lot and selling the land needed for the new retaining wall would amount to losing two parking spaces. Zoning staff recommended selling the property but retaining a 5 foot landscaping buffer which could be re-planted and allow the parking lot to remain in compliance with City Code. Staff feels that this would be beneficial to both the City and Morson Street Partners. Staff feels that due to the retention of the 5 foot landscaping easement requirement and the fact that the strip of land would be considered a non-buildable lot that $1.00 is an acceptable price for the property.

 Additional Property Data:
411 Morson Street (Tax ID 0074155)                                   
         Date City Acquired 10/10/1984           
         Acreage: 17      
         Zoning:  RB                                    
         Tax Value:  $151,680                  

      
Previous Council Action:  None
Recommendation:
That the Committee recommend that City Council declare surplus and authorize the sale of the western portion to be determined by a survey of 411 Morson Street to Morson Street Partners for $1.00, subject to the upset bid process and with the condition that a 5 foot landscaping easement is dedicated to the City of Raleigh at closing. Morson Street Partners will also be required to recombine the strip with their property located at 405 Morson Street. 
Senior Real Estate Specialist Greg Pittman explained the item utilizing photos of a deteriorating retaining wall between 411 Morson and 405 Morson Street.  He pointed out the private property owner wants to shore up the retaining wall by constructing a parallel retaining wall.  He explained what is being proposed.  Ms. McFarlane moved approval as recommended.  Her motion was seconded by Mr. Crowder and put to a vote which passed unanimously.  The Mayor ruled the motion adopted on a 3-0 vote.
State Street Infrastructure Project.  Committee members received the following memorandum in their agenda packet.

What is Requested:

Authorization of the formal bid for the construction of the infrastructure for the State Street redevelopment affordable housing project; authorization to sell the project’s 25 improved single family lots to Builders of Hope, Inc. through the private sale process (NC GS 160A-457); and, authorization to hold a public hearing as specified by the statute.

Background:

In August of 2002, the Garner Road Redevelopment Area Plan was adopted.  The plan had broad goals to create new affordable housing stock for low and moderate income households and to increase the percentage of owner occupied housing.  Specifically the plan recommended the acquisition of the property shown on the attached map for the development of new affordable single family housing on standard lots.

(Please see the attached map).

In the ensuing years the property east of State St between Martin Luther King Jr. Blvd and Bragg St has been acquired, cleared, and received subdivision approval.  The single family affordable housing project will require the installation of a new cul-de-sac in addition to road, water, sewer and storm water improvements.  The estimate for these improvements is approximately $500,000. 

On October 21, Builders of Hope submitted an un-solicited proposal to purchase the City’s 25 improved lots for $704,000 ($28,160 per lot) in order to relocate houses that will be rehabbed and sold to first time home buyers, at least 70% of whom will be low and moderate income households.  Builders of Hope are in the process of completing Barrington Village which consists of 24 relocated and rehabbed houses.  They would like to acquire the City’s lots to repeat this housing development model to provide an alternative to new construction which they think will help address housing affordability.  The houses will be certified green by meeting the standards of both System Vision (Advanced Energy) and Healthy Built Homes (NC Solar Center).  In addition to incorporating green construction techniques, Builders of Hope will provide job training opportunities with their work mentor program which works with at risk youth and the Department of Corrections work release program.  They will also work with community organizations to garner support for their project and will relocate and rehab homes that are deemed aesthetically and structurally appropriate to the development by the City’s Community Development Department.

Previous Council Action:

Adoption of the Garner Road Redevelopment Area Plan in August, 2002.  In February, 2008 the City Council approved the exemption of the storm-water impervious surface restriction requirements as allowed for Federally funded projects as allowed by City Code 10-9003(b)(8).

Recommendation:

City Council authorization to allow City staff to solicit formal bids for the construction of the infrastructure for the State Street redevelopment affordable housing project.  

City Council authorization for the City Manager to enter into an Agreement to sell Builders of Hope, Inc. up to 25 improved lots for $28,160 each via the private sale process (NC GS 160A-457) so that the develop can relocate and rehabilitate houses that will be sold to first time home buyers, at least 70% of whom will be low and moderate income households.  The City will phase the development and lot sales based on the developer’s performance addressing issues including design, construction and home sales.  The project will have the following requirements:

· The private land sale will require a Public Hearing as specified by NC GS 160A-457. 

· Green certified homes receiving both System Vision certification by Advanced Energy and Healthy Built Homes silver level certification by NC Solar Center.  All houses must be certified free of all asbestos and lead based paint.

· Every house, house rehabilitation plan, and site plan showing the location of each house, walk, driveway, and landscaping must be approved by the CD Department before the house is relocated to the lot.  

· Every house must be relocated and rehabbed to a set of rehab standards developed by the CD Department. 

· Every house must receive a letter of approval issued by a NC licensed structural engineer in addition to approval issued by the City’s Inspection Department.

· The project will have a stated time frame for completion.

· Lots will be sold “as is” in a phased manner based on the readiness of approved houses and plans and the satisfactory performance of previous phases of the project.  The first phase will be the 5 lots at the corner of Coleman and Bragg Streets, sequenced in order of lots 12, 13, 14, 15, and 16.

· Regularly attend neighborhood CAC meetings to present status reports and to receive citizen comments.

· Each home buyer will be required to enter into an Appreciation Recapture Agreement with the City of Raleigh.

· An acceptable marketing plan will be required to ensure neighborhood and community outreach to attract qualified community residents.

Community Development Director Grant explained the proposal as outlined in the memorandum.  

Mayor Meeker questioned the cost of the infrastructure improvements with Ms. Grant pointing out approximately $500,000.  
Brief discussion took place relative to the cul-de-sac arrangement with the Mayor questioning if the City owns other properties in this general vicinity.  Community Development Director Grant pointed out the City does not own other properties in the immediately area.  In response to questions it was pointed out this subdivision of the 25 lots around the cul-de-sac has been approved but not recorded.  Deputy City Attorney Botvinick indicated all subdivisions sunset after a certain length of time if not recorded; therefore, he would suggest that the subdivision be recorded so there would be no problem with the sunset provision.  Ms. Grant pointed out they do plan to record the subdivision and it could still be developed in phases.  
City Manager Allen pointed out disposing of this property in this manner is a variance from how we normally handle disposition of property.  We normally go through an RFP process.  He stated he feels this proposal which was an unsolicited proposal from Builders of Hope addresses many of the concerns and desires for the property; however, it has not been vetted through the normal channels and public process.  There may be other CDCs that are interested.  He again stated he supports the proposal but just wanted the committee to understand this is not the normal process.  He stated this group offers some of the things that other partners have offered in the past again stating he has no problem with the proposal but just wanted to make sure the committee understands it is not the normal process.  
Mr. Crowder had questions concerning the property that is owned by the City pointing out he understands this would be an administratively approved subdivision.  He questioned however if the City has contacted property owners on Coleman Street which back up to this proposed subdivision.  Ms. Grant pointed out the City has not contacted those people.  Discussion took place as to whether the properties are owner occupied, whether the City offers relocation assistance with Ms. Grant pointing out if a property is owner occupied and it meets the standards the City normally tries to make sure the owner can remain.  She stated there have been one or two discussions with the homeowners some wanted to have their property acquired and others did not.  Mr. Crowder expressed concern about the cul-de-sac and lack of interconnectivity.  Ms. Grant pointed out they had some discussions early on with the CAC, some liked the idea of a cul-de-sac as they feel it provides a measure of safety.  She stated they were trying to come up with a proposal that meets everyone’s satisfaction.  Doug Bethune pointed out the lots on Coleman Street are outside the redevelopment area with it being pointed out the city could not condemn outside the redevelopment area.  Ms. Grant pointed out they had talked to area homeowners who are most affected but did not talk to the ones that are outside the redevelopment area.  
Ms. McFarlane questioned how Builders of Hope got involved and why staff is recommending going outside the normal process.  Ms. Grant pointed out they came in with a proposal so she felt the City was obligated to respond to the proposal and bring it forth.  She stated to dispose of it to Builders of Hope in this manner would require vetting through a public hearing and at the end of the public hearing the City Council could decide whether to move forward with the proposal, start allover or exactly what.

Danny Coleman, South Central CAC, pointed out he got wind of this proposal recently.  He stated the CAC had just talked about this area but did not know about the Builders of Hope proposal therefore the South Central CAC has not taken an official position.  He stated however everything in the Builders of Hope proposal is what the group talked about they would like to see.  He stated they had discussed the proposed subdivision and the issue about the cul-de-sac.  He stated he personally is in support of the proposal but again stated he does not have an official position from the CAC.  He stated however he does take issue with some of the aspects such as the cul-de-sac.  He stated he knows one of the adjacent lots that is the lot outside the Community Development area is for sale.  He talked about the suggestions to Community Development to secure the properties to the north, and the need for rehab and without rehab problems that will occur.  He stated the concept of Builders of Hope that is acquiring properties rehabbing and recycling and put them back in the neighborhood is a very good concept but again pointed out some concern about the cul-de-sac. 

Nancy Murray, Executive Director of Builders of Hope, spoke in support of the cul-de-sac arrangement.  She stated many times a cul-de-sac becomes a safe haven for family.  She feels very strongly about this project pointing out we are talking about first time homebuyers, many have small children and talked about the concept they are trying to create.  She pointed out we are talking about an area that could be a problem area but having the homes on a cul-de-sac gives a sense of safety whereas with a through street there could be concerns about people walking through the neighborhood, etc.  

A gentleman from the audience pointed out he hopes we not setting a precedent here.  He talked about the process that has been followed in the past such as RFPs, upset bids, etc., again pointing out he hopes we do not set a precedent of having groups coming in with a proposal without going through RFP process which gives all an opportunity to participate.  

Brief discussion took place concerning the cul-de-sac arrangement with Mayor Meeker talking about the cul-de-sac in the last part of Oakwood adjacent to the cemetery.  He stated he is okay with the cul-de-sac in this situation.  Mr. Crowder again expressed concern talking about the urban context, negatives associated with the cul-de-sac and pointed out he is not against the project as he feels Builders of Hope does very good work but he does not want this to set a precedent in the way we dispose of property or for cul-de-sacs.  He stated he feels the City should make some efforts to try to obtain the adjacent property and have a though street and follow the grid in the area.  Other discussion followed on the house on Coleman Street that is for sale and whether the City could try to negotiate to purchase that.

Mayor Meeker stated he understands there were some differences of opinion of the adjacent homeowners as to whether the street should go through the community or be a cul-de-sac.  It was pointed out this street is adjacent and dumps out into the prison property and it is felt this is the best concept.  Whether we should start over and go through the RFP process and the time that would add to the proposal and the fact that this would go to public hearing and a decision could be made at that point was discussed.  Mayor Meeker moved approval of the proposal with the understanding we would set the public hearing the first meeting in December 2009.  His motion was seconded by Ms. McFarlane and put to a vote which passed unanimously.  The Mayor ruled the motion adopted on a 3-0 vote.  

CLOSED SESSION

Mayor Meeker stated a motion is in order to enter closed session for the following purposes:  1) pursuant to NCGS143-318.11(a)(5) to instruct the City staff regarding the acquisition of property on South Blount Street.  On behalf of the Committee, Mayor Meeker moved the motion be adopted as read.  His motion was seconded by Ms. McFarlane and put to a vote which passed unanimously.  The Committee went into closed session at 11:30 a.m.  Minutes of that section of the meeting are covered by a separate set.
Gail G. Smith

City Clerk

jt/BED 10-28-08
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