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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, June 12, 2012, 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 McFarlane


City Manager Allen

Mr. Crowder


City Attorney McCormick
Mr. Stagner


Public Utilities Director Carman

Mr. Weeks


Parks and Recreation Director Sauer




Parks Planner Lebsock




Community Development Director Grant




Community Development Planner Rappll







Assistant Public Utilities Director Massengill

Mayor McFarlane called the meeting to order and the following items were discussed with action taken as shown.

Item #11-05 – Acreage Fee – Water and Sewer. City Manager Allen pointed out Mr. Crowder asked that this item be referred to Committee stating he was not sure of all of Mr. Crowder’s concerns.  He stated Council members had information in their agenda packet giving the background on the exception to acreage fees which were added in 1961 and changed again through the years.  The present ordinance has been in place since 1985.  The Council adopted acreage fees in June of 1959.  City Manager Allen pointed out the Public Utilities Department is developing a set of recommendations and changes to address the current public utilities regulatory, enforcement and other issues.  
Public Utilities Director Carman indicated there is a set of recommendations getting ready to go to the UTAT and hopefully they will be presented to the City Council next fiscal year.  He briefly explained the intent of the changes which relate to development fees, charges, etc.  He stated hopefully those would be to UTAT in November so they can get to the Council in time for budget deliberations for the following year and discussion in a work session in March or April of next year.  
Mr. Crowder indicated part of his concern does have to do with the exception for acreage fees but pointed out he wanted a broader discussion as we begin talking about capacity fees and replacement of our infrastructure which represents a huge impact on our public utilities budget.  He questioned if part of the study or work being done now is looking at the numbers and cost for infrastructure replacement.  He stated he would also like to look at whether the City could use general funds and/or tax monies to help provide some of the public utility infrastructure replacement cost.  

Public Utilities Director Carman indicated using general fund revenue for utilities infrastructure replacement in his opinion could get very sticky and talked about the condition of our infrastructure and in merger towns.  He talked about our aging infrastructure but pointed out 60% of our pipes are less than 30 years old.  We have time to get a solution in place to address the infrastructure replacement cost.  We do need to address the deprecation and that is part of what we need to get in place.  He talked about the models we have available that tell us what percentage of the infrastructure is at what age and the cash flow needed to make those replacements.  He pointed out the study they are embarking on will allow staff to make more refined projections.  We are looking at the actual cost projections, how to address it, where it is needed, time schedule, etc.  He stated infrastructure cost has nothing to do with the price of water going through those pipes.  We have to divide out the cost of water versus infrastructure and he does not feel the use of general fund monies is the best way to address the pending costs.  He talked about the impact and the condition of the merger towns infrastructure with Mr. Crowder indicating in hindsight maybe it would have been best to do due diligence on the condition of the infrastructure prior to the mergers.  
Assistant Public Utilities Director Massengill indicated we did due diligence and talked about the responsibilities of the merged towns to bring their infrastructure up to Raleigh’s standards.  Condition assessment was undertaken as well as projections as to what it would take to bring the systems up to match Raleigh’s system and that information was included in the merger agreements.  He pointed out Raleigh’s infrastructure is not perfect.  He talked about acreage fees which are intended to help fund the larger mains and some the funds being utilized for reimbursement to redevelopers who install oversized lines and the rest of the money goes to pay capital cost projects such as large interceptor lines, etc.  
Mr. Massengill explained our acreage fees were adopted in 1959 and there were exemptions authorized in 1961.  He stated when the exemption was adopted he did not feel that anyone thought about all of the redevelopment that would take place in the downtown area.  He stated with all of the redevelopment occurring in the downtown area a lot of funds are being utilized to upsize the lines.  He talked about the work being done in the UDO to address the situation.  He stated that is a part of the package that the department is looking at now but we could single out and do away with the downtown or inside the beltline exemption.  He stated the downtown area is where most of the redevelopment is occurring now.  
Mr. Crowder asked about replacement of branch or smaller lines with Mr. Massengill pointing out the acreage fees were not intended to cover that cost.  We do not have a mechanism in place to address that it is being handled on a case-by-case analysis.  We work out partnerships with the redevelopment developer.  
Mr. Crowder expressed concern pointing out we need to go ahead and address this situation now.  The branch lines are not adequate to address the capacity needs.  The City Council is approving these entitlements and we do not have a way for the development community to participate.  He talked about the development in the Oberlin Road area and stated in a lot of cases within the City when redevelopment comes forth the assumption is put forth that there is the capacity to handle the development.  The developer applies for a building permit to get the entitlement and then they are told that they have to spend a large amount of money for replacement of utilities prior to getting a permit and it is somewhat like a defacto moratorium.  He questioned if that type issue is being addressed in the study.  Public Utilities Director Carman talked about how the developer of redevelopment knows the needs to redevelop in particular areas and how it is addressed now.  He talked about Raleigh’s policy of requiring extension of lines, etc., with Mr. Crowder pointing out he understands that as far as development goes but with redevelopment, the developer probably doesn’t know that the City doesn’t have the capacity for the redevelopment to occur in some areas.  Public Utilities Director Carman talked about the breaking point and when something has to occur and the need to have mechanisms to address that pointing out he hopes that will come out of the study.  
Assistant Public Utilities Director Massengill pointed out they are catching those issues on a case by case basis.  He stated a lot of times these redevelopment projects require a rezoning and staff catches it as it is going through that process.  He stated however if you have a development that does not go through the rezoning process then they have to look at it on a case-by-case basis and hopefully are able to give estimates of cost, etc.  Mr. Crowder expressed concern about the project that comes in first soaks up all of the capacity without having to contribute to cost and it leave the last man in or last project in having to absorb the cost.  He stated he thought when the Council approved the land use map they were told that we had the capacity to serve in that area.  He stated he feels this is a huge issue if you have a developer or property owner who wants to expand their facilities, it is a huge issue because a project had come in and soaked up all of the capacity.

In response to questioning from the Mayor, Public Utilities Director Carman indicated what is before the Council today is to eliminate the exemptions; however they are doing an extensive study of the whole code and equity questions in the development parts of the code and merger towns and that will come back to Council.  
Mr. Crowder suggested that the Council go ahead and recommend rescind the 1959 ordinance and asked staff to provide information on all future zoning requests on the water and sewer capacity of the property in question.  The fact that is being done on a case-by-case basis was talked about with Mr. Crowder pointing out we have got to address the equity question and we have to know capacity before projects go forward.  Mr. Crowder’s motion was seconded by Mr. Weeks and put to a vote which passed unanimously.

Item #11-06 – Greenway Dedication – Commercial.  City Attorney McCormick indicated Mr. Crowder asked staff to look at the possibility of greenway dedications by commercial development to go along with the existing requirements for residential property.  Attorney McCormick stated he had provided Committee members a short memo which indicates greenway dedication is one kind of exaction imposed by the government.  In order to avoid a constitutional takings claim, any exaction must conform to the requirements set out in a trio of important US Supreme Court cases decided in the 1990s.  These cases stand for the proposition that extractions must bear some reasonable relationship to demand placed on public infrastructure by particular project.  For example, a dedication of greenway through a residential subdivision is allowed because the residents clearly generate a need for park services and greenways are a type of park.  Conversely, it is difficult to find the necessary rational nexus between an office building and the greenway to justify imposing a dedication requirement.  This is not true for all types of exactions.  For example, both commercial and residential development place demand on a street system and utility system and so dedication requirements for those projects is rationally and proportionately connected to the impact of the project.  City Attorney McCormick stated the last time the City retained a consultant to review the facility fee program, (another type of exaction) it appeared that the law at that time would not permit such a requirement for park property.  He stated this is the basic outline of why the imposition of dedication requirements on commercial property for certain purposes is problematic.  He stated if Council wishes to pursue this subject he would suggest that we determine whether the Planning Department currently has any consultants under contract that could to this analysis in order to determine if there have been significant changes in the law that could result in a different outcome.  City Attorney McCormick indicated his office can do work on this but it would take a while to complete due to the current work load in the office.  City Attorney McCormick indicated he understood the City Manager to indicate that the information he had received from Planning is that they do not have anyone on board we could ask to complete this assignment.
Mr. Crowder stated the reason he brought this up is greenways are no longer just for recreation.  It is a transportation system just like sidewalks.  City Attorney McCormick indicated we could look around to see if any other cities or units of government are doing that type thing.

Park Planner Vic Lebsock indicated every residential development has to provide a reservation of greenway, some choose to dedicate.  He pointed out the TCA has become the model and talked about what is required there and how we gain greenway dedication.  He stated 50 to 60 percent of the time the greenway is dedicated to the city.  He explained how the system works now.  Mr. Lebsock pointed out there is an opportunity for a study to be done.  The Parks and Recreation Department is currently doing a system plan update and the scope of work for that could be modified to look around to determine if nonresidential properties are required to dedicate greenway or multi-modal routes.

Whether the City has or uses condemnation authority was discussed.
Mr. Crowder pointed out we have a greenway system and if we do not have the authority to exact commercial greenway we could end up with a greenway to nowhere.  Mr. Lebsock pointed out he has not run into any real problems we are still allowed to condemn for greenway if we do run into problems.  He talked about the time schedule for acquiring greenway.  Discussion took place as to whether this has been a problem, the need to look at greenways as a part of a transportation corridor and whether it should be a part of this facility fee process.  It is an amenity and transportation for residential and commercial properties.  
Mayor McFarlane questioned if we anticipate this becoming more of a problem with Mr. Lebsock pointing out he really feels it will become less of a problem as developers recognize the value of having a greenway system that doesn’t mean however we will not run into problems.  City Attorney McCormick agreed with Mr. Lebsock pointing out when we first started greenways, people resisted having a greenway through their property but he too feels the attitude has changed.  Mayor McFarlane stated if it is not a problem, she would question why we would spend money on a study.  Mr. Crowder stated he feels it would be good to have the information as he sees it as a relative issue.  He feels it would be good to research various ordinances to determine if there is a rational nexus, there may be an opportunity to make it a part of the facility fee program.  Mr. Lebsock pointed out we collect facility fees for residential with Mr. Crowder indicating he is talking about commercial.  After brief discussion, Mr. Crowder moved that the Parks and Recreation staff develop a contract amendment with the company doing the system study look at evidence and/or best practices, for getting greenway on commercial property.  His motion was seconded by Mr. Stagner and put to a vote which passed unanimously.  
Community Enhancement Grant Projects – FY2012 – 13.  Committee members received the following report in their agenda packet.

WHAT IS REQUESTED: 

Approval of the recommendations to fund the Community Enhancement Grant Projects for FY 2012 - 2013. 

BACKGROUND: 

On November 16, 2011, the Community Development Department issued a Request for Proposals for nonprofit and faith-based organizations Interested in qualifying for community enhancement funds.  The department held two "How to Apply" workshops.  The first workshop was held December 14, 2011 and the second was held January 25, 2011.  The grant program, including workshop dates, was advertised in The Carolinian as well as the City web site, and through the local Partnership to End and Prevent Homelessness.  RFP notices and applications were also sent to all active members of the department’s nonprofit and faith-based organizations e-mail list representing over 130 organizations or Individuals.  Approximately 40 individuals attended the two training workshops. 

The RFP for community enhancement announced Community Development Block Grants (CDBG) funds to serve low- and moderate-income persons or aid in the prevention of slums and blight.  A total of 21 proposals were received. 

An amount NTB $176,000 in CDBG funds was made available for this year's grant program. 

Department staff conducted an initial threshold and targeting review and recommended 11 applications be reviewed.  The Department director concurred that the II applications be reviewed.  Staff reviewed and ranked the 11 applications using a34 question ranking form covering these four areas: fiscal responsibility, project particulars, meeting targeting criteria, and agency administration.  The ranking questions follow MUD requirements for administration and fiscal responsibility for the use of federal funds, and specifically the HUD CDBG regulations concerning eligible activities In the Public Service category.  The 34 question ranking was Included in the Request for Proposals us a sell-ranking tool agencies could use to determine the strength of their agency and project. 

One project was pulled from the review process because required information in their application was not delivered to the department by the required deadline.  One other project was pulled from review because we recommended the funding be changed from CDBG Public Service dollars to Affordable Housing Bond dollars because of the type of project presented. 

The department established a review committee made up of a member of the Community Services Department, a member of the Community Development Department, and a member of the city grants management team.  All reviewers have experience with grants to nonprofit and faith-based organizations.

The review committee focused on distributing the $175,000 available to some or all of the 9 projects presented in the departmental ranking order. 

The review committee recommended awarding $175,000 to seven projects.  

Upon further department review the department recommends awarding $175,000 to the same seven projects and awarding one additional project from Affordable Housing Bond funding sources.

RANKINGS:

	Organization
	Program\

Project
	Ranking
	Points
	Amount

Requested
	Amount

Recommended

	Guiding Light
	Enhanced Nursing Assistant Training Program
	1
	80
	$15,750
	$21,000

	IDA- The Collaborative
	Economic Empowerment of Youth
	2
	78
	$20,433
	$21,094

	Salvation Army
	Community Assessment and Plan for Injury Prevention: Human Trafficking
	3
	77
	$28,240
	$19,565

	Rebuilding Together of the Triangle 

(ranked first among tied agencies because first request for funding)
	Raleigh Emergency Repair Program
	4
	73
	$15,000
	$15,000 (from Bond Fund)

	CIS Wake
	Making the CASE
	5 & 6
	73
	$35,000
	$35,000

	Inter-Faith Food Shuttle
	Culinary Job Training Internship Program
	5 & 6
	73
	$35,000
	$25,000

	CCICI
	Genesis Children and Youth Programs
	7
	72
	$28,341
	$28,341

	Literacy Council of Wake
	Juvenile Literacy Center
	8
	67
	$25,000
	$25,000

	Triangle Family Services
	“Life After High School” Financial Literacy Program
	9 & 10
	66
	$25,000
	$0

	InterAct
	Emergency Shelter and Support Services
	9 & 10
	66
	$35,000
	$0


The CD Review committee and CD department recommended four changes to the funding requested: Guiding Light’s addition of $5,250, IDA-The Collaborative’s addition of $661, Salvation Army’s reduction of $8,675, and Inter-Faith Food Shuttle’s reduction of $10,000.

Community Development Director Grant pointed out Committee members also received information in their agenda packet which contained a description of the various projects recommended as well as those that were reviewed but not recommended for funding.  Committee members also received information which indicated that 21 organizations submitted applications, ten met the threshold and targeted requirements, and were seeking a total of $262,764; however, only $175,000 was available.  The seven organizations were recommended for funding by the review team with one organization recommended by department for funding using affordable housing bond dollars.  

Mr. Crowder questioned why some of the organizations were recommended to receive more than they requested with Community Development Director Grant explaining the criteria and the feeling that because of the ranking of the program additional funding would allow more opportunities in training, etc.  Mayor McFarlane had questions relative to Guiding Light and what type training and if there was any certification with Joe Rappll talking about the program and the fact that they were partnering with a nursing home and employment would be provided.  
Mr. Stagner had questions as to how this would affect the budget for human service funding.  City Manager Allen pointed out this is a different pot of money.  This is Community Development Block Grant money and explained for years the CDBG money went to fund bricks and mortar type programs but there was an effort and need to have training type programs to help the people in those areas.  

Mr. Weeks pointed out InterAct is the last place in the ranking and questioned that decision.  Community Development Director Grant indicated the two last in the rankings have been funded previously.  The Committee was trying to spread the funds around as it was a limited amount of dollars.  She stated the City has worked with the groups, they are good applications and products but we simply ran out of money.  She again stated they had $175,000 to allocate and received requests for over $262,000. 

Mr. Weeks questioned why Department was recommending funding some groups at more than they applied for but could not fund good applications.  Ms. Grant pointed out they recognize that Community Services funds some of these agencies and they were simply trying to target some of the CD dollars to agencies not receiving other funding.  She pointed out in previous years they have funded these agencies but again stated they were trying to spread the funds around.  If additional funds become available, they could look at these programs.  

Mayor McFarlane had questions about the purpose of some of the programs such as IDA-the Collaborative does.  Ms. Grant pointed out it helps family get on their feet and help build up funds for home ownership programs, works with their financing money, etc.

Mr. Stagner expressed concerns that we have two pots of money handled in two different ways and the funding is not coordinated and referred to the Interfaith Food Shuttle as an example.  Ms. Grant pointed out the programs are separate and target difficult groups.  CD targets youth, elderly, low income and many of the recipients live in Southeast Raleigh.  The Human Services has a much larger budget for human service type programs.  Representatives of that department did participate on the evaluation of the proposals and explained how they went through the applications and made recommendations.  Mr. Stagner stated it concerns him that we have two streams of money trying to do the same job and questioned why they could not be put together.  City Manager Allen pointed out the Community Development human services funding started about six years ago.  He stated traditionally the Community Development money was utilized for housing programs, etc. and put back into that area.  Recipients were saying they needed help in capacity building for the families, individuals, etc.  These were non traditional Community Development activities; however the City Council set aside $175,000 to try to give special help in the Community Development areas.  The Human Services funding is much more targeted.  It has been well received.  There are separate regulations and it has been felt it would be best to keep them separate from the General Fund allocation for human service programs.  Ms. Grant pointed out they state up front that these are short term opportunities and the recipient should not look at them as long term operational supplements.  Most of the activity should be completed in a one to two year time frame.
Mr. Weeks moved approval of the recommendations as outlined.  His motion was seconded by Mr. Crowder and put to a vote which resulted in all members voting in the affirmative except Mr. Stagner who voted in the negative.  The Mayor ruled the motion adopted on a 3-1 vote.
CLOSED SESSION

Mayor McFarlane stated a motion is in order to enter closed session pursuant to NCGS 143-318.11(a)(3) and (5) for the purpose of instructing City Staff concerning negotiation for property for the Urban Design Center.  She moved the recommendation be upheld.   Her motion was seconded by Mr. Stagner and put to a vote which passed unanimously.  The Mayor ruled the motion adopted and the Committee went into closed session at 11:55 a.m.  

Minutes of that section will be covered by a separate set of minutes.  

Gail G. Smith

City Clerk
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