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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, September 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


Interim City Manager James
Mr. Stagner


Budget & Management Services Director Munro

Mr. Weeks


City Attorney McCormick



Community Development Director Grant

Absent and Excused


Planning and Development Director Silver



Assistant Planning Director Crane
Mr. Crowder

These are summary minutes unless otherwise indicated.

Mayor McFarlane called the meeting to order and noted Mr. Crowder would not be able to attend today’s meeting and is excused.

The following items were discussed with actions taken as shown.

Stone’s Warehouse Disposition.  Community Development Director Michelle Grant summarized the following report:

What is requested: 

Consideration by and direction from City Council of the zoning changes preferred in the disposition of the City-owned property known as Stone’s Warehouse through a Request for Proposals (RFP). 

The basic zoning options available are: 

1. issue an RFP for affordable housing with the current Planned Development District Overlay/Master Plan PDD); 

2. amend the PDD, then issue RFP for affordable housing 

3. remove the PDD and use appropriate zoning in accordance to new Unified Development ordinance 

4. other options preferred by Council 

Background:

The Community Development Department (CD) used Community Development Block Grant (CDBG) and affordable housing bond finds over several years to assemble the land referred to as Stone’s Warehouse for the purpose of providing additional affordable housing opportunities near downtown.  Vann Joines of Chapel Hill and the Landmark Group of Winston-Salem, in partnership with Preservation North Carolina, Inc., proposed an Option to Lease and a 99-year lease agreement for the Stone’s Warehouse property.  The partnership’s proposal included the application for low-income housing tax credits (LIHTC) and other sources of funding to renovate most of the buildings on the site and to add square footage to provide for forty-nine (49) new affordable apartments.  The option was to remain in effect until March 31, 2014 or upon the state’s allocation of the tax credits on or around September 2013.  The partnership’s subsequent application for LIHTC financing was unsuccessful. 

Previous Council Action: 

At their meeting of January 2, 2013, City Council approved entering into the proposed Option to Lease and a 99 year lease agreement with Preservation North Carolina, Inc. in partnership with Vann Joines of Chapel Hill and the Landmark Group of Winston Salem for the Stone’s Warehouse property.  A motion to approve the proposal with the proviso that if the group was unsuccessful in being awarded the LIHTC financing, the City would then go through the RFP process, was adopted by a roll call vote of 7-1. 

Matters for Consideration in the Disposition of the Property: 

1. Recent City-Initiated Rezoning: 


The site previously contained multiple zoning classifications: NB, R-20, RB and PDD (in part).  In May 2013 the site was rezoned to a single PDD (Z-16-13/MP1-13) to meet the requirements for the tax credits submittal.  Key features of the recent rezoning are: 

· Rehabilitation and adaptive use of the Stone’s Warehouse building at 510 East Davie Street using Secretary of the Interior standards; 

· Existing building footprints will remain unchanged; 

· Exterior building materials of the Stone’s Warehouse building will remain the same as the existing; 

· 10.5% of the site will be open space; 

· Land use includes 49 multi-family units and 5,918 square feet of nonresidential use. 

The existing PDD may not be the best utilization of the site.  The zoning restricts the number of residential units to 49 with a 10% unit increase allowance.  If increased density is desired with the UDO adoption and greater flexibility, the property will need to be rezoned.  This process takes an average of three to four months.  The rezoning could be City initiated or undertaken by a developer. 

2. Maintain Affordability or Remove CDBG Restrictions to Allow Market Rate

The land on the warehouse block was purchased by CD for the purpose of creating new affordable housing near downtown.  A decision to open the reuse of the site to market- rate housing would involve removing CDBG restrictions, which requires a substantial amendment to a national objective approved by the Department of Housing and Urban Development (HUD) as a condition of receiving CDBG funds.  This would require a public hearing on the Community Development Action Plan as the original national objective benefitted low- and moderate-income persons through the provision of affordable housing.  In addition to a public hearing, the Community Development Department would be required to have the proposed change subject to a public comment period of 30 days, meet with the CACs and then submit the substantial amendment to HUD.  Should it be decided that CDBG restrictions be removed, HUD regulations (Subpart C 570.505 Use of Real Property) further require that the property be sold at current market value and that the CDBG program be reimbursed with the sales proceeds.  The property was appraised in December, 2012.  Two valuations were determined.  The first, excluding Rex Healthcare was valued at $1,200,000.  The second valuation including Rex was valued at $1,470,000. 

3. Rex Health Care Center

The Rex Health Care Center currently has a month to month lease.  Rex has indicated to City staff they desire to remain at the Stone’s Warehouse location for a few years.  They understand that the City intends to redevelop the property and have indicated that they would like to be kept informed if the City moves forward with the redevelopment.  The last request for proposals was prepared in 2008 and it included a requirement that Rex being given consideration in a reuse plan. 

4. Historic Designation 

As Stone’s Warehouse has been designated a national historic landmark, any changes to the exterior requires conformance with the Secretary of the Interior standards.  Any demolition, which would require a change in the current zoning, could be delayed for up to a year.  Rex Healthcare’s leased building, the rear of their building and the small building on the East Street side are not historic.  There is substantial deterioration of the roof and interior of the facility.  The City has on file a July 2011 Structural Inspection Report of all of the buildings except the Rex space.  The structural report found significant structural deficiencies in the buildings, including: failing foundation walls, severe damage to more than 50 percent of the roof, deteriorated or failing brick masonry, and bent or deformed support columns, among other damage and deterioration resulting from exposure to the elements. 

5. Environmental Assessment 

In 2006 and 2007, Phase I and Phase II Environmental Site Assessments were conducted, respectively.  An underground storage tank (UST and some contaminated soils were found; the contaminated soils were removed and the UST was closed in place.  In 2009, the NC Department of Environment and Natural Resources Q$CDENR, Division of Waste Management, UST Section, issued a Notice of No Further Action. 

6. Method of Disposition 

Community Development has previously used both G.S. 160A-267-Private Sale and 0.8. 1604457 (Acquisition and disposition of property for redevelopment) - Private Sale, both of which allow for the sale of property through the RFP process.  In the RFP process, CD evaluates all proposals based on stated goals and objectives and presents the findings to Council for the approval of one or more recommended developer for the site.  Both processes have public hearing components after a recommendation is presented to the Committee and City Council.  The purchase price cannot be less than appraised value if 160A-457 is used but the price can be less than appraised value if it is sold under 160A-267.  The latter may be desirable if, for example, it is demonstrated by the selected developer that affordability cannot be achieved if the sale price is appraised value. 

The RFP process involves: 

· Extensive advertisement and outreach to ensure an open and competitive process, providing an opportunity to attract proposals from which to choose; 

· An appraisal to establish the land value; 

· Approved reuse plan for guidance to developers, incorporating requirements 
dictated by HUD 

· A selection criteria requiring (at a minimum) the following basic but detailed 
information: 

· Developer experience and financial capacity 

· Cost data supported by detailed estimates 

· Financial commitments from all necessary finding sources 

· Design quality and compatibility with the surrounding community 

· Consistency with adopted plans 

· Minority participation 

Guidance is requested from the Budget & Economic Development Committee and 
Council on preferred zoning to be used prior to issuance of an RFP for the Stone’s 
Warehouse assemblage. 

Ms. Grant noted the main issue is whether the site should be rezoned prior to the RFP.

Planning and Development Director Mitch Silver reviewed the site’s zoning history and talked about the rezoning options outlined in staff’s report noting the successful bidder for the RFP could determine the course of action with regard to how the property is zoned.

Mayor McFarlane questioned what would happen if the City rezoned the property prior to the RFP and the winning bidder had a different idea as to how the property is developed with Planning and Development Director Silver responding the City could rezone the site to a general use district and leave options open for the Developer.  However, if the Developer wishes to rezone the site, they would have to wait 2 years to apply.
Mr. Stagner questioned the advantages to rezoning the site now with Planning and Development Director Silver responding there is no real advantage and went on to talk about how including the current PDD language would affect the type of RFP issued.

Assistant Planning Director Travis Crane talked about development options for the site including building height restrictions, etc.

How the current zoning affects the RFP was discussed along with whether creating more flexibility in the zoning would make the site more attractive to developers.

Mayor McFarlane questioned the timeframe to rezone the site with Assistant Planning Director Crane responding the process could take 60 to 90 days and Community Development Director Grant adding the move would require community meetings as CDBG funds are involved.  Ms. Granted also stated if no housing is planned in the development then a public hearing is required.

Mayor McFarlane stated she did not want the site to have to go through the rezoning process twice and would rather let the Developer determine what zoning is desired with Planning and Development Director Silver noting the RFP could outline the preferred development for the site but the Developer would have the option to propose different zoning.

Interim City Manager Perry James stated the RFP could address the CDBG issues and let the rezoning options remain.

Danny Coleman, 517 Rock Quarry Road, suggested leaving the CDBG language in the RFP.  He stated people in the neighborhood are concerned with the amount of parking proposed and its potential impact on the surrounding area.  He asserted the CDBG language would not inhibit development possibilities.

Planning and Development Director Silver suggested Option 1 may be the best course of action.

Discussion took place regarding how CDBG funds affect development with regard to affordable housing with Community Development Director Grant reiterating a public hearing is required if the CDBG regulations are amended or removed.
Greg Hatam, Empire Properties, 30 Fayetteville Street, stated his firm has had a long-standing discussion with Exploris Middle School to relocate the school in the downtown area and expressed interest in developing the Stone’s Warehouse site as a school so Exploris Middle School could expand its program to include grades K-5.  He expressed his belief that Moore Square’s brighter days where when the school was located there.

Mr. Weeks questioned whether the school considered other sites with Mr. Hatam responding the Stone’s Warehouse property was the only viable downtown site, and that other sites were located in the outlying area.  Mr. Hatam went on to state that rezoning the property would be an issue as the school would like to begin occupying the site in 12 months.  He noted full development of the site is not immediately required as the School’s expansion would take place gradually.

Brief discussion took place with Community Development Director Grant confirming Landmark Group’s failure to obtain the required funds to develop the property terminates the City’s obligation in the partnership.

Mr. Weeks moved to recommend Option 1 with added language as suggested by Interim City Manager James.  His motion was seconded by Mr. Stagner and put to a vote that resulted in all members voting in the affirmative (Crowder absent and excused).  Mayor McFarlane ruled the motion adopted.
Mr. Coleman noted a public hearing may still be required if CDBG amended or removed and wants to make sure the community is involved in any further discussions.

RPD Northwest District Station Lease Renewal.  Interim City Manager Perry James summarized the following report:

What Is Being Requested?

Authorization to amend existing lease for Northwest Police District Station in order to extend terms for five years. 

Background: 

On 11/21/03, the City entered into a seven year lease agreement with Keystoneplace, LLC to rent 11,000 square feet at 8016 Glenwood Avenue for location of the Northwest Police District Station.  The lease was subsequently amended on 12/10/10, with the term extended for an additional three year period, which expires 1/31/14.  Based on the Police Department’s past favorable experience and perceived benefits from continued location at this site, City staff and Manager Member, Dave Holloman of Keystoneplace, LLC have negotiated a five year renewal, conditioned on Council approval. 

The City is currently paying a base rental rate of $9.89/sf/yr plus an additional $2.77/sf/yr for taxes, insurance and common area maintenance (TICAM).  Under terms of the proposed lease amendment, the City’s base rent would remain at the current rate for two years.  The rent would then escalate 3% to $10.18/sf/yr and remain at that rate for years three and four of the lease.  The rate would then escalate 3% to $10.49/sf/yr for the fifth and final year of the amended lease period. 

Attached is an outline of the proposed lease of property located at 8016 Glenwood Avenue.  The proposal is subject to final City Council approval. 

Property:
8016 Glenwood Avenue Raleigh, North Carolina 27612 

Landlord: 
Keystoneplace, LLC 

Tenant: 
City of Raleigh 

Premises: 
Lease space consists of approximately 11,000 square foot office with parking. 

Lease Term: 
Lease term shall be five (5) years. 

Occupancy/Commencement: 
February 1, 2014. 

Rental Rate: 
Rental Rate for years one and two shall remain at the current rate of $9.89/sf/yr (rounded).  Base rent will escalate three (3%) percent at the beginning of year three and remain unchanged for years three and four.  The base rent will escalate three (3%) at the beginning of year five and shall remain unchanged throughout the final year of the lease period.  The Annual Base Rental Rate shall be as follows: 

Period 


Base Rate* 

Annual Amount 

1: 
2/1/14 - 1/31/15 
$ 9.89/sf/yr 
$108,762.80 

2: 
2/1/15 - 1/31/16 
$ 9.89/sf/yr 
$108,762.80 

3: 
2/1/16 - 1/31/17 
$10.18/sf/yr 
$112,025.68 

4: 
2/1/17 - 1/31/18 
$10.18/sf/yr 
$112,025.68 

5: 
2/1/18 - 1/31/19 
$10.49/sf/yr 
$115,386.45 

* Rounded 

Renewals: 
N/A 

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. 

Maintenance: 
Current TIAM charges are $2.77/sf/yr. 

Tenant Improvements:  
N/A 

Security Deposit:
 None. 

Conditions: 
Approval of proposed lease terms by Raleigh City Council. 

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. 

Previous Committee Action: None 

Recommendation: 

Authorize the renewal of lease at 8016 Glenwood Avenue containing approximately 
11,000 square feet for a period of five years for continued location of Police’s Northwest 
District Station, under terms outlined above. 

Interim City Manager James noted the Police Department is very happy with the facility and would like to continue maintaining that location.
Following brief discussion, Mr. Stagner moved to recommend approving the lease renewal.  His motion was seconded by Mayor McFarlane and put to a vote passed unanimously (Mr. Crowder absent and excused).  Mayor McFarlane ruled the motion adopted.
CLOSED SESSION
Mayor McFarlane stated a motion is in order to enter closed session pursuant to GS 143-318.11(a)(3) and (5) for the purpose of instructing City staff concerning negotiation for acquiring property in the downtown area.  Her motion was seconded by Mr. Weeks and put to a vote which passed unanimously (Mr. Crowder absent and excused).  The Committee went into closed session at 11:35 a.m.  Minutes of that part of the meeting will be covered in a separate set.

Ralph L. Puccini
Assistant Deputy Clerk
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