Budget and Economic Development Committee Minutes
April 24, 2013


Page 4

BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session at 1:30 p.m. on Wednesday, April 24, 2013, 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 & Excused

City Attorney McCormick

Mr. Stagner



Community Development Director Grant
Mr. Weeks

Mayor McFarlane called the meeting to order and stated Mr. Crowder is absent and excused.  The following items were discussed with action taken as shown.
Joint Venture Rental Recommendations.  Community Development Director Grant indicated each year her department issues an RFP to the development community both profit and nonprofit for building new multi-family developments.  She stated most applicants will be requesting tax credit.  She stated today they are recommending approval of two for funding and recommending denial for one.  She explained the projects as follows: 

Camden Glen – family development – 1-3 bedroom apartments by DHIC.  It includes 48 units in the 30 to 60% area medium income.  The property is located in a priority two area at 2904 Tryon Road.  They are requesting $750,000 from the City.  The County will not be participating in this or the other project being recommended by the City. 

Carlton Spring is an elderly project of 64 - 1-2 bedroom units to be constructed by Evergreen Construction Company.  The 64 units will be available for elderly with an area medium income of between 30 and 60 percent.  It is in a priority two area located at 7505 Fox Road.  They are requesting $700,000 from the City.  
The Oaks at Wakefield – Evergreen Construction.  Community Development Director Grant indicated they are recommending denial of this request for $1M.  She stated given the competitive nature of the applicants and the amount of credits they are requesting, the department does not feel it would be competitive in this round; therefore, they are recommending denial.  

Mayor McFarlane questioned if $700,000 is the typical funding with Ms. Grant pointing out it is normally between $500,000 and $1,000,000 therefore the $700,000 is typical of what we have done in the past.

Mr. Weeks stated he would like to see these projects move forward and expressed appreciation to the Community Development Department for bringing them forward.  He questioned if there are other units in the Wakefield area.  Ms. Grant pointed out there are two developments in that area.  It is a Priority I area but the amounts of credits and the amount they are requesting makes it noncompetitive this year.  

Mr. Stagner expressed appreciation for all of the work and the backup information showing the data and the weighted criteria behind the recommendations.  Mr. Weeks moved approval.  His motion was seconded by Mr. Stagner.  

Greg Warren, DHIC introduced board members present and stated Ralph Recchie, a new board member, would like to make a few comments.

Ralph Recchie indicated he is director of NC State University Real Estate Department and is very happy to be on the Board.  He stated he probably reviews the applications a little differently than some others.  He stated NCSU is one of the largest employers in the area.  They have many essential employees, that is, employees that have to be on campus year round.  That includes such as ground keepers, street maintenance, police, physical plant employees, etc.  He stated a lot of times, these are employees in the lower pay grade levels and many times they cannot afford to live in the area.  He stated they have to be on campus year round and emergency situations, etc.  Now many times they have to travel distances to get to work.  He stated having work force housing close to the university is great and he appreciates the Council’s support for DHIC and other work force housing providers.  
Mr. Stagner pointed out there are not a lot of amenities in the area around Tryon Road; it is not a very walkable area and transportation may not be available.  A representative of Evergreen pointed out there is a bus stop across the road from the proposed location; it is within walking distance of a Food Lion and a pharmacy.  He stated they have forty-two units in the area that are being completed and they have not been advertised but they received over a 130 applications.  The demand is there.  Mr. Stagner questioned if they had any plans to improve the bus stop across the street with the Evergreen representative indicating it is the same as other bus stops throughout the area.  The motion as stated was put to a vote and passed unanimously (Crowder absent and excused).  

Lease Amendment – Office Space 127 West Hargett Street.  Council members received the following report in their agenda packet.
What Is Requested?

Authorization to amend lease terms with Professional Building Associates, LLC for 2,351± square feet of office space at 127 W. Hargett Street for continued location of the City’s Risk Management and Internal Audits Divisions.

Background:

On 5/27/10, the City entered into a lease agreement with Professional Building Associates, LLC for location of the Finance Department’s Risk Management and Internal Audits Divisions.  The lease area, which consists of approximately 2,351 square feet of office space in Suites 402, 404 and 406 of the Professional Building, expires 5/31/13. 

Following discussions with City staff, Owners have agreed to improvements to the lease space, which includes: installation of new carpet base, and blinds; new paint; replacement of old light panels and door hardware, as needed; along with painting of the common hallway for the fourth floor.  The City currently pays $16.20/square foot for the lease space.  After taking into consideration amortization of upfit costs, Landlord has agreed to a four year lease beginning at a base rental price of $16.72 per square foot with 3% annual escalators in years 2, 3 and 4 of the lease amendment. 

Funds to cover rental costs are budgeted, and vil1 come from Rental Expense accounts 
230-1691-711010-161 and 100-1611-711010-161. 

An outline of the proposed lease follows: 

LEASE AMENDMENT PROPOSAL

Property/Location/City: 

The Professional Building 

127 West Hargett St. 

Raleigh, North Carolina 

Landlord: 



Professional Building Associates, LLC 

Tenant: 



City of Raleigh 

Use: 




General Office Use 

Premises: 



2,351 ± rentable square feet (Suites 402, 404, 406) 

Lease Term: 



Four years

Lease Rate:
Base rental rate of $16.72 per square foot, with 3% annual increases in lease years 2, 3 and 4 of the lease amendment.

Year 1 

$39,308.72/year $3,275.73/month 

Year 2 

$40,487.98/year $3,374.00/month 

Year 3 

$41,702.62/year $3,475.22/month 

Year 4 

$42,953.70/year $3,579.47/month 

Renewal Option:
One (1) Five (5) year option to renew at same annual Increases by providing Landlord 180 day notice prior to expiration of current term

Upfits: 
New carpet and base throughout.  Paint all walls throughout.  New window blinds.  Replacement of old light panels. 

Annual Escalations: 


Rate shall be increased by 3% in years 2, 3 and 4. 

Lease Commencement Date: 
Upon signature by all parties and completion of painting, carpet cleaning and installation of doors.

Security Deposit: 


None. 

Parking: 



None.

Previous Council Action: 

None.

Recommendation: 

Authorization for the City to amend lease terms with Professional Building Associates, 
LLC for Suites 402, 404, and 406 in the Professional Building - 127 W. Hargett Street 
containing 2,351 square feet for continued location of the City’s Risk Management and 
Internal Audits Division, under terms outlined above. 

City Manager Allen explained the item.  Mr. Stagner moved approval.  His motion was seconded by Mr. Weeks and put to a vote which passed unanimously (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 acquiring properties in the following area and consulting with the City Attorney:  Upper Neuse Clean Water Initiative purchase just east of Durham and purchase of property near the D. E. Benton Water Treatment Plant.  Mr. Stagner moved approval of the motion as read.  His motion was seconded by Mr. Weeks and put to a vote which passed unanimously (Crowder absent and excused).  The Mayor ruled the motion adopted and the Committee went into closed session at 1:45 p.m.  Minutes of that part of the meeting are covered by a separate set.

Gail G. Smith

City Clerk
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