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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, May 8, 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



City Manager Allen

Mr. Crowder – Absent and excused

City Attorney McCormick
Mr. Stagner



Associate City Attorney Poole
Mr. Weeks



Parks Planner Lebsock




Community Development Director Grant





Real Estate Specialist Pittman

Mayor McFarlane called the meeting to order and the following items were discussed with action taken as shown.
The Raleigh Times Bar, LLC/DRA Loan Request.  Committee members received the following memorandum in their agenda packet:
What Is Requested: 

Approval of loan request submitted by The Raleigh Times Bar, LLC through the Downtown Raleigh Loan Program.

Background: 

The Raleigh Times Bar, LLC located at 18 East Hargett Street has submitted a $50,000 loan request for the purpose of purchasing additional restaurant kitchen equipment and furniture to support the expanded business operations.  This loan request was submitted through the Downtown Raleigh Alliance and vetted by their staff prior to the request being delivered to the City of Raleigh, 

The loan proceeds will be the finding source for the acquisition of kitchen equipment, furnishings and other flatware.  The estimated values for the new purchases are $196,257.06.  The values for the acquisition were quoted by United Restaurant Equipment Company.  The loan will allow The Raleigh Times to increase its seating capacity and maximize sales.  Currently the restaurant seats approximately 125 customers and with this loan that capacity will increase by 91 seats expanding the capacity to 216 seats.  The restaurant expansion with the additional seating is projected to increase full time employee count by 15 persons.  The loan request meets the prescribed guidelines of the Downtown Raleigh Loan Program. 

This loan will be secured by all existing and hereafter acquired fixtures and equipment located at 18 East Hargett Street.  In addition to the collateral this loan will be personally guaranteed by members of the LLC (William Ransdell and Gregory Hatem).  The loan will have a 10 year amortization with a 5 year call and at the call renewal will be an option depending on the status of the loan.  The interest rate will be 3.5%.  The loan carries no prepayment penalty clause. 

Recommendation: 

Staff recommends approving the loan request of $50,000 to The Raleigh Times Bar, LLC under the guidelines and underwriting criteria as prescribed by the City of Raleigh Downtown Loan Program. 

City Manager Allen highlighted the memorandum.  Mr. Stagner indicated he is very familiar with the Raleigh Times Bar it seems to be a very successful business and questioned the advantage to the City for this loan.  City Manager Allen talked about the Downtown Raleigh Loan Program which is a stimulus for economic development in the downtown area.  He explained the advantage to the owner is the low rates and the advantage to the City is stimulus for other investment in the area.  Mr. Stagner pointed out loan interest rates are very cheap now and questioned the intent of the loan pool program.  He questioned if it is for all businesses no matter what size and questioned the use of the loans for thriving businesses.  City Manager Allen pointed out the loan pool program is for all businesses but we do not usually provide money to businesses that are struggling as it would put our money at risk.  He pointed out it is usually for mid level, small to medium size businesses that have made their own investments.  He briefly talked about the guidelines of the downtown loan pool program and this particular business as outlined in the memorandum.  Mr. Weeks moved approval of the recommendation.  His motion was seconded by Mr. Stagner and put to a roll call vote which resulted in all members voting in the affirmative (Crowder absent and excused).
Joint Venture Rental Recommendations.  Council members received the following memorandum in their agendas packet:

What Is Requested: 

A. APPROVAL to fund the following affordable housing proposal that will benefit 20 individuals or families earning less than 30% Area Median Income (AMI)’, 12 earning less than 50% AM] and 48 earning less than 60% Area Median Income: 

1. Brighton Pointe Place 
80 Family Units 
$1,360,000 

B. APPROVAL to transfer $273,361 from HOME hinds previously reserved for 
MeadowCreek, $206,639 from HOME Match Thuds previously reserved to 
MeadowCreek, $800,000 from HOME Rental FY 09/10, *14,639 from HOME Rehab 
PY 09/1 0, $65,361 from HOME Rental Match to a separate expenditure account 
named NRP/Carolina Proj. Eq Forestville for the Brighton Pointe Place project. 

C. DENY finding for the following affordable housing proposal: 

4.
Camden Glen 

48 Family Units 
$700,000 

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 Thuds are leveraged with federal low-income housing tax credits, conventional financing and/or other public funding sources.

	Family Size
	1
	2
	3
	4
	5
	6

	30%
	$16,800 
	$19,200
	$21,600
	$23,950
	$25,900
	$27,800 

	50%
	$28,000
	$32,000
	$36,000
	$39,950
	$43,150
	$46,350 

	60%
	$33,600
	$38,400
	$43,200
	$47,940
	$51,780
	$55,620 


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 fluids are available to fund these projects. 

Evaluation Process: In response to an RFP the Community Development Department issued in the winter of 2011, two proposals were submitted to the city of Raleigh requesting funds for affordable housing projects.  All 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.  Developer’s fee must meet the North Carolina Housing Finance Agency requirements.

2. Location - 20 points.  Proposals for projects located in areas where there is a 
1ow 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 selections 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.  Up to ten bonus points will be given to developments that commit to meeting Energy Star standards and above. 

DESCRIPTION OF PROJECTS 

1. Brighton Pointe Place: Carolina Project Equities and NRP Group request $1,360,000 in construction-to-permanent financing from the City of Raleigh to enable them to construct an 80-unit development for low-income families located in the City’s Priority Area One.  The City would be in a second lien position.  The project will provide 56 2BR/2BA units and 24 3BR/2BA units with 20 of the apartments targeting individuals at or below 30% of the AMI, 12 at or below 50%, and 48 at or below 60%.  The City’s funds would be used for construction-to-permanent financing for the project.  Carolina Project Equities intends to meet Energy Star 2.0 building standards.

Location: The site is located at 3100 Forestville Road.  This is in the City’s highest priority for affordable housing.  The development is located within walking distance of a shopping center that includes a grocery store, pharmacy and restaurants.  The site also scored the maximum number of points through the Housing Finance Agency’s site scoring system which will experience a highly competitive round for tax credits this year. 

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

Funding


         Total 

 Per Unit
% of Total Costs 

Bank of America (7.25%) 
$1,765,000 
$ 22,062 
14.01 

City of Raleigh (2%) 
$1,360,000 
$ 17,000 
10.80 

NCHFA (2%) 
$   750,000 
$   9,375 
5.96 

Tax Credit Equity
$8,642,773
$108,035 
68.64 

Deferred Dev Fee
$     74,018 
$       925
    0.59 

TOTAL COST 
$12,591,791 
$157,397 
100.00 

Units

Number      Rents 
  Utilities 
Affordability

2BR 
14 
$448 
$91 
30% Area Median Income 

3BR 
6 
$510 
$113 
30% Area Median Income 

2 BR 
8 
$575 
$91 
50% Area Median Income 

3 BR 
4 
$675 
$113 
50% Area Median Income 

2 BR 
34 
$625 
$91 
60% Area Median Income 

3 BR 
14 
$725 
$113 
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. NRP has completed one major project with the City (Gateway Park) and multiple projects within the State.  The loan is current and property is we1l-maintained.  The City of Raleigh had a positive development experience with NRP. 

Loan Terms: Loan for construction-to-permanent financing in the amount of $1,360,000 at 2% interest with annual payments varying based on anticipated projected cash flow. 

Recommendation: Staff recommends approval of maximum loan amount of $1,360,000 at 2% interest with monthly payments based on the projected annual amounts to include the City’s requested fluids. Staff recommends construction-to-permanent financing. This project received the maximum points on the Housing Finance Agency’s site scoring system, making it more likely to be awarded tax credits than Camden Glen. 

2. Camden Glen: DHIC requests $700,000 in funds from the City of Raleigh for the construction of a 48 unit development for low-income families located in the City’s Priority Area Two.  The City would be in a second lien position.  The project would provide 12 1BR units, 28 2BR units, and 8 3BR units with 12 apartments targeting individuals at or below 30% AMI, 13 apartments targeting 50% of AMI, and 23 targeting 60% AMI. 

Location: The site is located at 2904 Tryon Road.  Under the Scattered Site Policy, the development receives an acceptable ranking in a Priority Two area.  It is close to a bus line and shopping.  Unfortunately, this project only scored 42 out of 60 points according to the NC Housing Finance Agency’s criteria making it unlikely to be awarded tax credits. 

Funding: The funding for the project was proposed as follows:

Funding 

    
        Total 

Per Unit
% of Total Costs 

Bank Loan(7%)
$   600,000 
$  12,500 
8.94 

City of Raleigh (2%) 
$   700,000
$  14,583 
10.43 

RPP Loan (2%) 
$   625,000 
$  13,021 
9.31 

Tax Credit Loan (0%) 
$   633,239 
$  13,192 
9.44 

Federal Tax Credits 
$4,098,422 
$  85,384 
61.07 

Def Developer Fee 
$     53,939 
$    1,124 
    0.81 

TOTAL COST 
$6,710,600 
$139,804 
100.00 

Units 

 Number     Rents
    Utilities 
Affordability 

1 BR 
3
$360 
$81 
30% Area Median Income 

1 BR 
2 
$500 
$81 
50% Area Median Income 

1 BR 
7
$570 
$81 
60% Area Median Income 

2 BR 
8 
$435 
$100 
30% Area Median Income 

2 BR 
8 
$630 
$100 
50% Area Median Income 

2 BR 
12 
$670 
$100 
60% Area Median Income 

3 BR 
1 
$495 
$100 
30% Area Median Income 

3 BR 
3 
$740 
$100 
50% Area Median Income 

3 BR 
4 
$770 
$100 
60% Area Median Income 

Underwriting: 

Loan to Value Ratio: Proposed to be at most 95%.

Debt Coverage Ratio: 1.15 (Minimum debt coverage ratio = 1.15) 

Developer Experience/Financial Strength: The City of Raleigh and Wake County both have positive development experience with DHIC.  All properties are well- maintained and all loans are current. 

Loan Terms: Permanent loan of $700,000 at 2% with a 30 year term, with varying annual payments $20,426 and $9,600 based on estimated available cash flow. 

Recommendation: DHIC works well with the City and has consistently provided quality affordable housing.  The property is located in our 2nd priority area for affordable housing and received an acceptable ranking on our scattered site policy evaluation.  Unfortunately, given the poor score that Camden Glen received by the NCHFA and the competing projects in the Metro district this year, it looks unlikely that the project will be able to score high enough to obtain tax credits. 

Recommendation: 

Staff recommends the approval of a maximum loan amount of $1,360,000 at 2% interest, with monthly payments based on the projected annual amounts to include the City’s requested fluids, for the Brighton Pointe Place project. Staff recommends construction-to-permanent financing.  This project received the maximum points on the Housing Finance Agency’s site scoring system, making it more likely to be awarded tax credits than Camden Glen.  The following budget transfer will also be required. 

In support of this decision, it is recommended that the following transfers be authorized: 

Transferred From: 

751-3210-794035-984-GRT04-75350000
Meadowcreek
$     57,560

751-3210-794035-985-GRT04-75350000 
Meadowcreek
215,801

751-3210-725300-987-GRT04-75340000 
HOME Rental
800,000

751-3210-725330-987-GRT04-75330000 
HOME Rehab
14,639

736-3210-794035-975-GRT04-75350000
Meadowcreek Match
206,639

736-32l0-725020-975-GRTO4-75340000
HOME Rental Match
       65,631 



$1,360,000 

Transferred To: 

751-3210-794010-984-GRT04-75000220
$    57,560 


NRP/CarolinaProjectEq-Forestville

751-3210-794010-985-GRTO4-75000220
215,801 


NRP/CarolinaProjectEq-Forestville

751-3210-794010-987-GRT04-75000220 
814,639


NRP/CarolinaProjectEq-Forestville

736-3210-794010-975-GRT04-750O0220 
    272,000

NRP/CarolinaProjectEq-Forestville 



$1,360,000



Mr. Stagner questioned why Camden Glen fell short and did not get recommended for approval.  CD Director Grant pointed out it was primarily location.  Mr. Stagner asked about the criteria with Ms. Grant explaining Camden Glen ranked fine for the City’s program but according to North Carolina Housing Finance Agency criteria it is unlikely that they would be awarded tax credits.  Mr. Stagner asked to see the scoring and the criteria.  He stated on all projects such as this the Committee should be provided the scoring information.
Mr. Weeks stated as he understands Camden Glen is in a Priority 2 area.  Community Development Director Grant talked about Priority 2 according to the City’s Scattered Site Policy.  She explained the City’s Scattered Site Policy pointing out Priority 2 areas are usually racially mixed census tracts with minorities representing 50 to 60 percent.  There is usually high concentration of low or moderate income.  She talked about the location being near employment areas, etc.
Mayor McFarlane pointed out she did not see anything in the Brighton Pointe Place information that indicates it has access to public transit.  CD Director Grant indicated it does not have public transit.  This location and project is a little ahead of the bus line.  She stated as growth continues it is felt it will be served with public transit.  The location is near I-540 and Triangle Town Center and is within walking distance of the grocery store and other amenities which makes it a great location.  She stated access to public transit is one criteria.  She talked about the difficulty of getting affordable housing projects in Priority 1 areas and talked about an affordable housing project in Wakefield which was ahead of the public transit.  She stated however it was approved because the location was surrounded by amenities and that out weighed some of the criteria.
Mark Tipton, representing Brighton Pointe Place proposal, indicated they have developments such as this in many locations.  He stated the majority of the people who live in their developments have automobiles.  He stated generally speaking public transportation comes when projects such as this are constructed.  He talked about the site criteria which was established by the NC Housing Finance Agency.  He stated he does not know why transportation is not there but feels it will come.  He stated it is a fantastic site.  Community Development Grant indicated they had contacted the City’s Transportation department questioning when transit may be in the area.  She pointed out she has not got a response, but this location is on 401 in a rapidly growing area close to Wake Tech, shopping centers, etc. and it is felt transportation will come.

Mr. Weeks questioned if the developer will agree to install transit shelters at a location suitable to the City so the shelters will be available when mass transit gets to the area with Mr. Tipton indicating they would be happy to do that.  Ken Outcalt, Brighton Pointe, indicating the scoring is available on the North Carolina Housing Finance Agency web site.  Mr. Stagner stated he would like to delay the vote until they could get that scoring.
Later in the meeting, after closed session, Committee members were provided a copy of the scoring.  Ms. Grant pointed out it is an evaluation and ranking process from both the City and Wake County which does somewhat of a joint review.  She stated the information also includes how the North Carolina Housing Finance Agency ranks the proposals and provides information on site scores that FHA puts out throughout North Carolina for various metro communities.  She stated as the Committee can see from the information that Camden Glen was next to last.  She explained ranking on the requests the City received and the scoring.  She pointed out the City of Raleigh’s recommendation relates to the ability to receive tax credits based on our criteria and the Housing Finance Agency’s criteria.  She stated DHIC has been a great partner with the City, but in this process the City did not feel the project could move forward.

Mr. Stagner asked that this type information be included in Committee agenda packets in the future.  Mayor McFarlane moved the recommendation as outlined be upheld.  Her motion was seconded by Mr. Weeks and a roll all vote resulted in all members voting in the affirmative (Crowder absent and excused).
Item #11-05 – Acreage Fee – Water and Sewer.  City Manager Allen indicated this item was referred to Committee at the request of Mr. Crowder.  He stated he does not know what Mr. Crowder’s exact questions are, but he thought there was some question about the 1959 policy and questions about exceptions for properties inside the 1959 municipal boundary.  He stated the ordinance for water and sewer acreage fees is basically the indexing of the fees.  He stated he did not think Mr. Crowder had a question about the specific fees, he thought his questions related to the policy issue.  He asked the Committee to consider approving the ordinance so we could move ahead, but hold the issue of the policy exception in Committee for further discussion.  Mayor McFarlane moved approval.  Her motion was seconded by Mr. Weeks and put to a vote which passed unanimously (Crowder absent and excused).

Lease – 4501 Atlantic Avenue.  Committee members received the following information in their agenda packet:

What Is Being Requested: 

Authorization to reset lease rates and renew existing leases for space totaling 24,919 square feet, and to lease additional space containing 19,343 square feet at 4501 Atlantic Avenue for Police office space needs. 

Background:

Currently the City leases 24,919 sf at Atlantic Business Park II, (4501 Atlantic Avenue) for Police office space needs.  Reviewing the efficiencies that would result from consolidation of detective squads from various locations, Police are interested in the potential lease of an additional 19,343 sf of space for relocation of these detective squads to this campus.  Centrally locating these detective squads together will result in increased lines of communication and additional sharing of information between staff.

Real Estate staff has discussed with Landlord’s representative rent of additional space, in conjunction with the potential lowering of rents currently being paid for existing lease space.  The City’s two current leases totaling 24,919 sf, were negotiated at different times and at different rates due to varying upfit requirements associated with each.  The avenge rental rate for these two leases is $12.16/sf, and both are set to expire on 2/28/14.  The 19,343 sf of additional space is currently being advertised by Landlord’s leasing agent, Tri Properties, Inc. for$12.95/sf. 

City staff and Tri Properties have discussed a five-year lease that would involve renegotiated terms for existing space (24,919 sf), along with addition of the new space (19,343 sf).  As consideration for a five-year lease, which would include both existing and new space, Landlord has agreed to an across the board rental rate of $11.15/sf, beginning 7/1/12.  By resetting rental rates for the existing leases, the City will realize a reduction and savings of approximately $45,425 in rental amounts below those now scheduled for the period 7/1/12 until lease expiration on 2/28/14.  Funds are in place and will be paid from Police’s (Rental - Real Property) account # 100-4010-711010-361.  An outline of the proposed renewal terms follows: 

An outline of the lease terms follows: 


Property:
Atlantic Business Park II 



4501 Atlantic Avenue 



Raleigh, North Carolina 


Landlord:
SJ Company 


Tenant:
City of Raleigh 


Existing Premises:
City of Raleigh shall continue to lease the following suites: 



Suite 120 comprised of 8,754 square feet. 



Suite 124 comprised of 16.165 square feet. 



Total Renewal Space - 24,919 square feet 


Expansion/New Premises:
Landlord shall also lease 19,343 square feet to City of Raleigh. 


Existing/Expansion


Premises Lease Term:
City of Raleigh’s Existing/Expansion Lease Term shall be five(5) years. 


Existing/Expansion 


Premises 


Commencement:
The Existing/Expansion Premises Lease Term shall commence July 1, 2012.


Existing/Expansion 


Premises Rental Rate:
The Base Rental Rate for the Existing and Expansion Lease Space shall be $11.15 per square foot, triple net.



The Existing/Expansion Rental Rate shall escalate two and a half percent (2.5%) annually. 



The Annual Base Rental Rate shall be as follows: 



7/1/2012 - 6/30/2013: $11.15 per rentable square foot, NNN 



7/1/2013 - 6/30/2014: $11.43 per rentable square foot, NNN 



7/1/2014 - 6/30/2015: $11.71 per rentable square foot, NNN 



7/1/2015 -. 6/30/2016: $12.01 per rentable square foot NNN 



7/1/2016 - 6/30/2017: $12.31 per rentable square foot NNN 


Taxes, Insurance and 


Common Area 


Maintenance: 
City of Raleigh shall pay its proportionate-share of all Taxes, insurance and Common Area Maintenance (TICAM) charges related to the Existing and the Expansion Premises, Current TICAM charges for 2012 are estimated to be $270 per square foot. 


Renewal Option:
City of Raleigh shall have one (1) three (3) year option to renew its Lease at the then current market rate.  Raleigh PD shall give Landlord nine (9 month’s written notice of its intent to exercise its option. 


Parking: 
4.1 parking spaces/1,000 rentable square feet.  (Existing Premises - parking will remain the same.  Expansion Premises - 79.3 parking spaces will be added) 


Security Deposit:
Landlord shall waive City of Raleigh’s Security Deposit. 

Previous Council Action: None regarding this request.

Recommendation: 

Authorize the City to enter into an agreement with SJ Company to reset and renew existing leases totaling 24,919 square feet, and to lease additional space containing 19,343 square feet at 4501 Atlantic Avenue for Police office space needs under the terms outlined above. 

City Manager explained this proposal pointing out this will give us a chance to consolidate all of the police detectives.  He stated that was one of the desires that would have been met with the Clarence E. Lightner Public Safety Center; however, that didn’t happen but here we have a chance to lease additional space and in doing so our real estate people were able to renegotiate the existing lease and acquire additional property.  He stated the Police Department personnel are very pleased with the facility, location and this seems to be a very good negotiating effort.  Mayor McFarlane moved approval.  Her motion was seconded by Mr. Weeks and put to a roll call vote which resulted in all members voting in the affirmative (Crowder absent and excused).
Lease – 601 Huton Street District 26.  Committee members received the following memorandum in their agenda packet:
What Is Requested:

Authorization to renew lease for 14,400 square feet in Suites 101-106 in Pylon Commercial Park at 601 Hutton Street for continued location of the Police District Station 26. 

Background:

On 5/24/04 Council approved an eight-year lease of Suites 101-106 in Pylon Commercial Park with Pylon, Inc. for location of District Station 26, which serves southwest Raleigh.  The lease space contains approximately 14,400 square feet and is scheduled to expire on 6/30/12.

Police has indicated that location of District Station 26 at this she has proven to be very beneficial and recommends renewal of lease terms.  The current lease contains a five year renewal option provision that would begin at the current base rental rate of $12.81/sf in July, with escalations to be negotiated.  Given the current economy, Pylon Inc has agreed to reduce and reset the annual base rent charge back to the initial 2004 rate of $11.95/sf with 3% increases on each anniversary date for a period of five years.  In addition to base rent, the charge to the City for the rental space’s pro rata share of the overall taxes, insurance and common area maintenance TICAM) costs will remain at the current rate of $1.41/sf/yr.  At Police’s request, this proposed lease renewal contains a provision which enables the City to terminate the agreement at the end of three years, after 6/30/15, without associated early termination fees.  Police staff has reviewed and recommends acceptance of these proposed lease renewal terms.  Funds are in place and will be paid from Police’s (Rental - Real Property) account #100-4010-711010-361. 

An outline of the proposed renewal terms follows: 


Property: 
Pylon Commercial Park 



Suites 101-106 



601 Hutton Street 



Raleigh, North Carolina 27606 


Landlord: 
Pylon, Inc. 


Tenant:
City of Raleigh 


Premises:
 Lease space consists of approximately 14,400 rentable I square feet. 


Lease Renewal Term:
 Lease Term shall be five (5) years beginning 7/1/12.  City shall have the option, with 180 days prior written notice, of terminating the lease after 6/30/15, without penalty, and with no lease termination fee owed to the Landlord.


Commencement: 
July 1, 2012 


Rental Rate: 
The Base Rental Rate shall be as follows: 



Year 1: $11.95 per rentable sf; $172,080.00 per year 



Year 2: $12.31 per rentable sf; $177,264.00 per year 



Year 3: $12.68 per rentable sf; $182,592.00 per year 



Year 4: $13.06 per rentable sf; $188,064.00 per year 



Year 5: $13.45 per rentable sf; $193,680.00 per year 


Taxes, Insurance and


Common Area


Maintenance:
City of Raleigh shall pay its proportionate share of all Taxes, Insurance, and Common Area Maintenance (TICAM) charges related to the leased premises.  Current T1CAM charges for 2012 
are estimated to be $1.41 per square foot. 


Renewal Option: 
None 


Security Deposit:
Landlord shall waive City of Raleigh’s Security Deposit. 

Previous Committee/Council Action: None pertaining to current lease renewal. 

Recommendation:

Authorization for the City to renew lease agreement with Pylon, Inc. for 14,400 square feet in Suites 101-106 in Pylon Commercial Park for location of the Police 
Department’s District Station 26, under terms outlined above. 

City Manager Allen explained the information pointing out Station 26 has been in this location about 8 years.  It is a good space and in the renegotiation for a 5-year lease we’ve got a reduction in the lease rate and commended for their efforts.  Mayor McFarlane moved approval.  Her motion was seconded by Mr. Stagner and put to a roll call vote which resulted in all members voting in the affirmative (Crowder absent and excused).
Neighborhood Park Site – 5401 North LLC.  Committee members received the following information in their agenda packet:
What Is Requested:

Authorization to enter into a purchase contract with 5401 North, LLC for acquisition of a 
24.97( acre potential neighborhood park site north of the intersection of US Highway 401 and I-540. 

Background: 

On 5/5/09, City Council authorized “staff to enter into a Memorandum of Understanding (MOU) and lease for 24 acres located north of the intersection of US Highway 401 and I-540 within the 5401 North Development.  The MOU and base will be with 5401 North, LLC for $1,000 per year for an initial term of three years with an option for up to five additional three-year terms.”  The intent of this agreement was to develop a contract for the eventual purchase of approximately 24 acres for a neighborhood park. 

Following discussions with representatives of 5401 North LLC, Parks and Recreation staff, working with the City Attorney’s office, has developed the attached “Real Estate Purchase Contract”, for acquisition of approximately 24.97 acres within the overall  407( acres mixed-use development commonly referred to as 5401 North.  The negotiated purchase price is based on values indicated in an appraisal by Keystone Consulting Group dated 11/29/11, which win requested by the City.

The “Real Estate Purchase Contract” agreement is attached and contains specified terms for the recommended acquisition of 24.97( acres from 5401 North, LLC.  A summary of main points of the agreement are outlined below: 

Property:
24.97( acres (Being a portion of two parcels: Tax ID No’s: 0366838 & 0296883). 

Purchase Price: 
$84,900/acre - 52,120,000±, Fee acquisition of entire parcel). (Purchase price represents value of property as determined by independent appraisal conducted by 
Keystone Consulting Group on 11/29/2011). 

Earnest Money Deposit: 
$5,000, to be deposited into an escrow by Seller/Seller’s agent. 

Inspection Period:
Sixty (60) day feasibility/inspection period following Purchase Contract signing by all parties.

Closing:
Within ninety (90) days following Purchase Contract signing by all parties.

Title:
At closing, Seller shall convey to the City good and marketable title to the property by special warranty deed, along with an easement for access.

Contract Contingencies:
5401 North shall be responsible for: 1.) Preparation and recordation of recombination or subdivision maps; 2.) installation of water line extension to the subject property within 24 months. 

Funding for acquisition of the 24.97± acres would come from 636-6210-790010-975-CIPO3-9932000. 

Funds are proposed to be transferred as follows:

From :

636-6210-790010-975-CIP03-99320000
Land Acquisition -2007 Park B
$2,145,000.00 

To: 

636-6210-791010-975-CIP03-99320010
5401 North Park Property-acq
$2,120,000.00 

636-6210-791080-975-CIP03-99320010
5401 NorthParkProperty-Proj
       25,000.00

Proj site work



$2,145,000.00 

Previous Committee Action: 5/5/12 - Council authorized staff to enter into a MOU and lease with 5401 LLC. 

Recommendation: 

Authorize the City Manager to execute the attached “Real Estate Purchase Contract” and for the City to purchase 24.97± cores from 5401 North, LLC, under terms of the agreement for a potential neighborhood park site, subject to a satisfactory due diligence investigation of the site pertaining to environmental, survey and title matters as determined by City staff.

Site Data Summary: (24.97± acres is being carved from the below two parcels owned by 5401 North LLC)

	Owner 
	Tax ID
	Size
	Zoning
	Tax Value
	Tax Avg

Price/Ac
	Appraisal

Value/Ac

24.97 Acres

	5401 North LLC 
	0366838
	56.21
	R-6
	$  7,232.225
	$128,664 
	

	5401 North LLC 
	0296883
	148.20
	R6 CUD
	$10,483,200
	$  70,736 
	

	Total
	
	204.4
	
	$17,715,425
	$  86,666 
	$84,900


City Manager Allen explained the information.  Mayor McFarlane indicated the information and the backup talked about a lease and memorandum of understanding for this property that was approved in May of 2009 and questioned what happened.  Park Planner Vick Lebsock pointed out the City never entered into the lease.  He stated they put the information before BED and were asked to go back and this proposal came forth.  Mr. Stagner questioned what type park would be in this location with Mr. Lebsock indicating he could not answer that until we do a master plan.  It was pointed out there is a greenway under construction that will run through this location.  He stated it is in a neighborhood park search area, but until we have the master plan and committee process, he does not know how it will be utilized.  Mr. Weeks moved approval of the recommendation.  His motion was seconded by Mr. Stagner and a roll call vote resulted in all members voting in the affirmative (Crowder absent and excused).

Fire Station 29 – Leesville Road.  Committee members received the following information in their agenda packet:

What Is Requested:

Authorization for condemnation of a portion of one (1) parcel at 12109 Leesville Road for the assemblage of overall property areas needed for construction of Fire Station 29 to be located at 12113 Leesville Road. 

Background:

The Raleigh Fire Department has been working with Williard Ferm Architects, PA for the development of the Fire Station 29 site located at 12113 Leesville Road.  As part of the design process it became apparent that the assemblage of additional acreage would greatly reduce the construction cost of the facility.  One of the properties identified for assemblage contained 1.02 acres and is located at 12109 Leesville Road.  A 6,610 square foot portion of this property is needed for the assemblage.

Real Estate staff contacted and met on site with Ms. Whitney McMahan, guardian for Mr. Albert Hucks, Jr., holder of a life estate interest in the property, to discuss the City’s needs for the project.  Ms. McMahan stated that she had no problem with the City’s needs as long as Mr. Hucks received his portion of the proceeds.  Staff informed Ms. McMahan that they would first check with Wake County to ensure the loss of acreage would not adversely impact the septic field for the property and get back to her.  Ms. McMahan gave staff the contact information she had for Mr. Huck’s brother William Hucks, who holds fee simple interest in the property. 

Staff has made multiple attempts to contact Mr. Hucks at the telephone number provided by Ms. McMahan, and has exhausted all other available resources to find Mr. William Hucks to discuss the acquisition.  Staff contacted Ms. McMahan to inform her that Wake County advised that the sale of a portion of the property would not adversely affect the property.  Staff also explained that they had been unable to contact William Hucks and that upon a recommendation from the City Attorney’s office, staff will move forward with having Ms. McMahan sign a deed for the property needed for the project and grant compensation to Mr. Albeit Bucks, Jr. in the amount of $3,500 representing 50% of the appraised value for the property.  Negotiations with William Bucks have been unsuccessful due to staff’s inability to reach Mr. Bucks by telephone or mail. 

Staffs final offer for the property based on recent sales of similarly zoned properties in the vicinity was $7,000, which is also supported by a recent appraisal. 

The property is 12109 Leesville Road - Property owned by: 

William L. Hucks holds fee simple interest along with Albert Hucks, Jr., who has a life estate interest in the property as shown in Deed Book 011365 Page 02150, of the Wake County Register of Deeds. 

Subject property is located adjacent to two lots totaling 1.87 acres, acquired by the City in May and June of 2009.  The property contains a double wide mobile home that has been modified to a one bedroom one bath dwelling by Ms. McMahan for Mr. Albert Hucks, Jr.  A 30’ x 220’ strip or 6,610 square feet is needed from the lot for completion of the assemblage of the overall Fire Station 29 site.  The Raleigh Fire Department supports the condemnation process as a means for acquiring this property. 

Previous Council Action: None. 

Recommendation:

That Council authorizes condemnation proceedings for this property interest in order that the site may be utilized for the development of Fire Station 29. 

Site Data Summary: 

Tax ID Number
0091456 

Parcel Location: 
12109 Leesville Road 

Property Size:

1.02 acres 

Zoning:

TD 

Land Tax Value:
$66,000 

Bldg. Tax Value:
$     400 

Property Tax Value:
$66,400 

Appraised Value:
$  7,000 

City Manager Allen explained the efforts to develop Fire Station 29 and pointed out he thought this was the last piece of property that would be needed.  He stated it is a tract just over an acre and the City needs about 6,610-square feet.  Mr. Stagner questioned if there is any way we can acquire the property without going to condemnation with the City Manager pointing out we have not been successful so far.  Real Estate Specialist Greg Pittman talked about the negotiations.  Mr. Stagner stated he just wanted to make sure we had gone through all of the due diligence.  Mr. Stagner moved approval.  His motion was seconded by Mr. Weeks and a roll call vote resulted in all members voting in the affirmative (Crowder absent and excused).
Closed Session

Mayor McFarlane stated a motion is in order to enter closed session pursuant to GS143-318.11(a)(3) and (5) for the purpose of instructing City staff concerning negotiation for properties in the following area:

1) acquisition of property for the Santee Road UNCWI Project;

2) acquisition of property for the South View UNCWI Project; and,

3) acquisition of property for the BB&T UNCWI Project.

Mayor McFarlane moved approval as read.  Her motion was seconded by Mr. Weeks and put to a vote which passed unanimously (Crowder absent and excused).  The Committee went into closed session at 11:45 a.m.  Minutes of that part of the meeting will be covered in a separate section.

Gail G. Smith

City Clerk

dm/BED05-08-12
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