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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session at 11:00 a.m. on Tuesday, February 28, 2012, in Room 305, Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.

Committee




  Staff

Mayor McFarlane, presiding


City Manager Allen

Mr. Crowder



City Attorney McCormick

Mr. Stagner
Mr. Weeks


Also Present


Mr. Stephenson
Mayor McFarlane called the meeting to order and the following items were discussed with action taken as shown.
Item #11-01 – Community Music School – Request for Funding.  Committee members had received the following memorandum in their agenda packet.
Community Music School is requesting financial assistance from the City of Raleigh to alleviate a near-bankruptcy situation.  At fiscal year end June 2011, the organization realized a deficit in excess of $37,000. By October of 2011, the organization had exhausted its reserve funds and learned a line of credit was no longer accessible.  


We attribute the situation to several factors: 

· The elimination of funding for arts education programs by the North Carolina Arts Council.  This agency had historically provided an average of $12,000 in operational funds to CMS. 

· Rapid expansion of enrollment at the school by previous administration based on anticipated grant resources that ultimately did not materialize. 

· A recent move to facilities on the campus of St. Saviour’s Center incurred additional rental expenses when the former office location was not subleased resulting in CMS paying rent for the new facility plus an additional $350 per month for the former office for a period of eight months.

· Historically the City of Raleigh Arts Commission had waived the 25% of operational expenses maximum grant allocation for CMS because of its structure which does not allow for significant earned income.  In recent years, that waiver was not applied to CMS and this was a significant contributor to the start of financial difficulties for the organization. 

To put earned income in perspective, typically arts organizations rely on revenue from membership dues, ticketed events, etc. but with CMS being a school, our primary source of earned revenue is tuition which at best totals $33000 of our $150,000 budgeted income.  This tuition revenue is so low because of our $1 pet lesson fees charged to families participating in the free and reduced lunch program.  With many of our enrolled families experiencing unemployment and some foreclosure situations they cannot afford to pay higher tuition and CMS is the only organization in Raleigh exclusively serving this demographic.

Short term plans were executed immediately in the Fall of 2011 and consisted of an annual appeal campaign, two small fundraising special events, applications to several local and area private foundations and enlisting the aid of local media to publicize our pleas for financial help.  

Current operating expenses are being met in large part through private donations received at the end of the calendar year; and operating expenses reduced by at least three teaching faculty donating their services and a vacant administrative staff position.  These outs to operating expenses are very short-term.

CMS has also taken measures to ensure long-term plans for reaching a solid foundation by evaluating and streamlining all programs, expenses, enrollment quantity and initiating cost-saving partnerships with fellow organizations. 

In addition, The United Arts Council of Raleigh and Wake County responded to our need by offering a no-cost consultancy which will guide CMS in establishing and implementing a comprehensive sustainability plan.  This process will commence in February 2012. 

To date, MS has receiving a matching giant offer from the A.J. Fletcher Foundation in 
the amount of $10,000.  We are making a one time request of the City of Raleigh for 
$5,000 to assist us in matching the Fletcher Foundation grant before fiscal year-end June 
30. 2012. 

These funds ale needed to meet the most basic expenses: monthly rent and teacher salaries, 
City Manager Allen explained the memorandum pointing out the City does have funds available in contingency.  He stated he had not met the executive director but he had exchanged emails.  He stated he feels most of the Committee is familiar with the program, they have a business model which is hard to sustain because of the type of program activities they offer  Mr. Crowder moved approval of the request and the transfer of $5,000 from City Council contingency.  His motion was seconded by Mr. Weeks and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.
SURPLUS PROPERTY – 310 IDLEWILD AVENUE

Committee members received the following memorandum in their agenda packet.  

What Is Requested? 

That the Committee recommend to City Council that it declare as surplus and authorize the sale of a portion of the property located at 310 Idlewild Avenue, containing approximately .005 acres (245 sq. ft.) to Saint Augustine’s College for $1,320.00 ($5.49/sf) based on an appraisal for the property and subject to the upset bid process with the condition that the winning bidder pay all advertising costs accrued during the upset bid process.  See the attached exhibit. 

Background: 

The subject property was acquired as part of our Community Development Block Grant program, and is recorded In Book 14616 Page 778.  The adjoining property owner to the east of this properly, Saint Augustine’s College, has submitted a bid of$ 1,320.00 and has agreed to pay all advertising costs during the upset bid process, as well as the cost associated with the recombination of the .005 acres with their property.  The purpose of the disposition is to provide the acreage needed to support the proposed new construction of the College’s adjacent lot at 307 Heck Street.  The City will convey title by means of a quitclaim deed.  Disposing of this parcel will benefit the City’s redevelopment program for the New Bern/Edenton Redevelopment area and does not adversely affect the use of the remaining tract. 

Offer amount is based on the appraisal used for the acquisition of 310 Idlewild Avenue.  This amount represents a full market price for the proposed .005 acre surplus area.

Community Development is the maintenance manager of this property and is in favor of the disposition of the property to Saint Augustine’s College. 

Additional Property Data:

310 Idlewild Avenue, Raleigh, NC (Tax ID 0039508) 

· Date City Acquired 1/18/2012 

· Land Size: .13 acres 

· Zoning: R-10 

· Tax Value: $67,021 (Bldg $36,493 & Land $30,528) 

Previous Council Action: None 

Recommendation: 

That the Committee recommend to City Council that it declare as surplus and authorize the sale of approximately .005 acres from properties located at 310 Idlewild Avenue to Saint Augustine College for $1,320.00, subject to the upset bid process, with the winning bidder paying all accrued advertising costs

City Manager Allen explained this is a small sliver of property adjacent to St. Augustine College.  Mr. Weeks moved approval as outlined.  His motion was seconded by Mr. Stagner and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.
FERNDELL LANE – POTENTIAL SALE OF UNIMPROVED PARCEL

City Manager Allen pointed out this item has a complicated history and pointed out Council members received the following information in their agenda packet.

What Is Being Requested? 

Committee’s guidance to establish an adequate offer amount staff should entertain for potential sale of the City’s unimproved property at the end of the Ferndell Lane, and what consideration should be given to the property’s right-of-way closure history. 

Background: 


On 1/3/1956, the City acquired a 7,504 sf parcel in fee for the extension of Ferndell Lane.  The road extension did not take place, and the parcel remains unimproved at the end of the existing paved section of Ferndell Lane, which extends from, Hillsborough Street. 

At some point following the parcel’s acquisition, Wake County land and GIS mapping records were changed to show the property as being classified right-of-way, rather than a fee holding owned by the City.  Based on the R/W classification for the property shown on public records, along with the unimproved condition of this parcel, Mr. Robert J. Baumgart, an adjacent property owner, petitioned the Raleigh City Council to close this portion of then believed to be public right-of-way per City Council Resolution (2010) 244 which was adopted on 8/3/2010.  A condition of the street closing was recordation of a street closing plat on or before 8/3/11. This condition was not met by the prescribed date, which automatically rescinded and rendered the street closing resolution null and void.

John Y. Phelps Jr., Professional Surveyor, has been working to recombine adjacent properties for Mr. Baumgart.  During the course of his work, Mr. Phelps’ research indicated that the subject property was likely owned by the City in fee, rather than as a right-of-way interest.  Based on this information, Mr. Phelps contacted the City Public Works Department on or around 1/25/12, and informed staff that his client, Mr. Baumgart, was interested in purchasing the subject parcel.

After reviewing the 1/31/56 deed of conveyance, the City Attorney’s Office is of the opinion that the property is currently held by the City as a fee interest, and should be disposed of through declaration as surplus property, subject to the upset bid process.  Although Council’s street closure action on 8/3/10 was nullified by property owners’ failure to record a street closing plat on or before 8/3/11, street closure does not reflect the proper means of disposition, since the City’s interest in the subject area is not held as right-of-way. 

City staff has talked with Mr. Baumgart, who would like to add this portion of unimproved parcel (7,504 SF) to his adjacent property located to the immediate west (4 Maiden Lane), and proposes to submit an offer of $5,000 ($0.67/sf) for subject property.  In arriving at his offer amount, Mr. Baumgart cites personal cleanup efforts to the subject property, which he has undertaken and funded since Council’s 8/3/10 street closure action.  He also points to Council’s action in 2010 and apparent willingness to divest itself of the property, which would have resulted in one-half of the property being conveyed to him and one-half to adjacent property owners Sarah B. Tucker and Toler Macon Tucker at no cost to either party. 

Review of assessed tax land value for Mr. Baumgart’s adjacent property, coupled with information gathered from an appraiser who worked on the Hillsborough Street Roundabout project in 2008, indicates a range of value for the parcel between $67,911 - $187,600 ($9.05 - $25.00/sf).  Staff has shared this value range with Mr. Baumgart, who has requested that his proposal of $5,000 be presented to the Budget and Economic Development Committee, along with accompanying reasoning for the proposed offer amount.  At this point in time, Mr. Baumgart has not submitted an offer to purchase contract or good faith deposit.

Departmental staff members have reviewed future City needs for the parcel, and do not object to its disposition, subject to reservation of a sanitary sewer easement encompassing a 20’ radius around an existing manhole in the Ferndell Lane right-of-way near the lots southern property line.  In addition, all other procedures would be followed regarding the advertisement and upset bid process.  All abutting property owners would he notified by staff regarding any authorized sale of this property.

The pending offer proposed by Mr. Baumgart has merits in that the sale of this parcel would place 7,504 sf of land back on the tax rolls.  Private ownership would also help to deter loitering, illegal parking, littering and ongoing City maintenance responsibilities on the property.  However, staff is concerned that the proposed offer amount is well below the indicated market value of surrounding properties.  Recognizing both the above listed benefits and concerns associated with Mr. Baumgart’s verbal proposal, Committee’s guidance is requested to establish an adequate offer amount that staff should entertain for the sale of this property. 

Previous Council Action: 8/3/2010 Resolution (2010) 244 was adopted 

Recommendation: None 

Site Data Summary: (Parcel is currently shown on Wake County Assessor’s records as R/W) 

Size: 
7,504 sf (.172 acre) 

Parcel Dimensions: 
48’ x 141.2’ x 56.46’ x 151.16’ 

Tax Value: 
None Assigned (Based on adjacent Baumgart property, value would be $67,911) 

Zoning: 
None Assigned (Adjacent Baumgart property is zoned O&I-1) 

Appraised Value: 
N/A 

Indicated market value range: 
$67,911 - $187,600 ($9.05 -$25.00/sf)

Robert Baumgart’s Proposed Verbal Offer: 
$5,000 ($0.67/sf)

City Manager Allen explained an adjacent property owner has made an offer; however, his offer is less than the City’s perceived value.  The adjacent property owner gives reasons why he feels he should be able to purchase the property for the $5,000 offer.  City Manager Allen pointed out the item is on the agenda for the Committee to give guidance.  

Mr. Stagner questioned if the City wants to sell the property.  Mr. Crowder pointed out the City acquired the property for a road project; however, that never materialized so he sees no need for the City to hold onto the property.  

Mr. Robert J. Baumgart indicated about a year ago he talked to Mike McDow about the road closure process.  He paid the fee and filed a petition to have the road closed.  He also paid for a surveyor who went out and said there was no road it was only a plot.  He tried to record a map; however was not successful.  In August of 2011 he thought he had all that straightened out and the City Council voted to close the road.  He did make contact with the two sisters on the opposite side of the road who have no interest in selling their half.  He stated his offer of $5,000 is to buy the other half of the property.  He stated according to the road closing laws that once a road is closed the land goes to the abutting property owners on each side.  He stated he feels half of the land is already his because he went through the process which would indicate part of the land would be his.  
Attorney McCormick indicated that is true for a typical road closing; however, it has been determined that the land was never dedicated as a road.  The City acquired the property but was not able to build the road therefore it was never recorded as right-of-way or never dedicated it as street right-of-way.  Since there is no street the street closing process would be null and void.  The process was gone through however it is not a road.  

Mr. Baumgart indicated in 1956, the York family bought the property, cut out an area and gave it or sold it to the City.  York Properties sold the remainder in several months so he feels it the process took place to make it a road.  

Brief discussion took place as to how to proceed at this point.  The City Attorney and the City Manager indicated they feel we should follow the procedure of getting an appraisal and let Mr. Baumgart know what the appraised value is.  If he makes an offer in that amount we will consider that a negotiated offer and then go through the process for upset bid.  What other ways could be utilized to dispose of the property was talked about with the Committee agreeing they felt we should get an appraised value.  Mr. Baumgart indicated he feels that half of the property is already is and the appraised value should be just for the other half with the City Manager pointing out if the Council declares it surplus and offers it for sale it would be the entire site with the Committee agreeing.

Mr. Crowder moved to follow that process, that is, declare the property surplus, get an appraised value, offer it to Mr. Baumgart.  If Mr. Baumgart summits a bid in that amount consider that the negotiated offer and then go through the upset bid process.  His motion was seconded by Mr. Weeks and Mr. Stagner and put to a vote which passed unanimously.  

Mr. Baumgart again indicated he feels it was the City’s omission as they allowed the road closing process to be followed.  He still contends that his offer of $5,000 is for the remaining half.  He stated he does not understand why he would have to pay for an appraisal with it being pointed out no one is asking him to pay; the City would get the appraisal and proceed with the process if the council agrees with this action.
CLOSED SESSION

Mayor McFarlane pointed out a motion is in order to enter closed session pursuant to G.S. 143-318.11(a)(3) and (5) for the purpose of instructing City staff concerning negotiations for properties in the following area:  Acquisition of property in the New Hope Road area, 2) acquisition of watershed protection property in Orange County.  Mr. Stagner moved approval of the motion as read by the Mayor.  His motion was seconded by Mr. Weeks put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the Committee went into closed session at 11:20 a.m.  Minutes of that section are covered by separate section.
Gail G. Smith

City Clerk
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