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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, December 10, 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, presiding

City Manager Hall
Mr. Stephenson


City Attorney McCormick
Mr. Weeks


Budget & Management Services Director Munro



Community Development Director Grant

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

Avonlea Limited Partnership – Request for Refinance.  Community Development Director Grant explained the City received a request from DHIC to restructure their loan on the Avonlea Apartments.  Committee members received the following information in their agenda packet.
What Is Requested: 

A. APPROVAL to subordinate the Joint Venture Rental City loan to a new Community Investment Corporation of the Carolinas (CICCAR) first mortgage loan of $750,000 allowing DHIC to refinance a current loan that is coining due for a lower interest rate and to complete some necessary repairs at the development (see attached). 

B. APPROVAL to extend loan maturity date between the City of Raleigh and Monica Limited Partnership (managed by Downtown Housing Improvement Corporation - DHIC) so that the City loan and new loan are co-terminus.

C. APPROVAL to change DHIC’s repayment terms to annual payments of $12,000 as opposed to annual cash flow payments in addition to allowing all units to be available to families making less than 60% Area Median Income (AMI). 

D. APPROVAL to modify the existing loan balance of approximately $1.4M to $807,840 and adjust the interest rate to 1% for a ten-year term. 

Background: 

On December 23, 1992, the City of Raleigh provided funding in the amount of $577,029 to DHIC in order to construct a 44-unit (37 2BR, 7 3BR) affordable housing complex at 5005 Cape Breton Drive, Raleigh, NC 21616.  The loan was set at 8% interest and accrued interest while payments were based on available cash flow.  Given the restricted rents and high interest rate, payments on the loan were nominal and the loan has accrued significant interest over the past 20 years.  Avonlea Apartments as now past the tax credit compliance period and the investors have exited the project and transferred all ownership to DHIC. 

Consequently, DHIC requests the following as stated in the attached memorandum: 

1. Extend existing loan term to February 2, 2014.

2. Modify existing loan balance to $682,000 with no further interest accrual. 

3. Modify the payment to an annual amount of $12,000 paid in monthly installments. 

4. Revise loan term to coincide with new first mortgage from CICCAR.  10-year term. 

5. Subordinate to new CICCAR loan of $750,000. 

Recommendation: 

Staff recommends approval of all DHIC's requests with the following exception: DHIC requests that the City modify its loan from approximately $1.4M (principal balance of $577,029 plus accrued interest) to $682,000 as if the interest rate had been established initially at 1%.  Instead, staff proposes modifying the loan to $807,840, as if the interest rate had been established initially at 2%, which is consistent with the interest rate now charged for loans provided to developers applying for funds through the Joint Venture Rental Program.  In addition, staff supports DHIC’s proposal to reduce the interest rate to 1% for the remainder of the loan term.  Annual payments of $12,000 on a 1% loan will allow DHIC to make regular payments that will prevent the project from accruing additional interest.  This will allow them to build equity for future upgrades to the property. 

Ms. Grant highlighted the information pointing out as she understands DHIC is looking to restructure their first mortgage which is coming to an end as is the City’s loan.  She stated they received one response on their first mortgage and pointed out there was concern about the outstanding debt.  She stated staff has reviewed the request and would recommend approval with the exceptions as outlined in the recommendation above.   She stated this would guarantee annual payments of $12,000 a year, would increase the affordable rentals, etc. 

In response from questioning, DHIC Executive Director Gregg Warren indicated any proceeds from the refinance would be go into refreshing of units which are some 18 years old.  He explained DHIC’s commitment of $100,000 from Neighborhood America for the renovation work also.  He stated this restructuring would also guarantee a payment to the City.  He stated when the City first got into this type loan, no one knew the outcome and were hoping that the cash flow would repay the loan.  Ms. Grant pointed out in reality there has not been any cash flow.  This restructuring would guarantee an annual payment going forth.  In response to questioning, Ms. Munro pointed out this does not impact the City’s operating budget it is a part of the CD Loan program.  In response to questioning Mr. Warren pointed out the proposal with the exceptions outlined in the memorandum is fine.  They are anxious to keep the complex in good shape and provide valuable resources of affording housing.  Mr. Weeks moved approval as recommended by staff.  His motion was seconded by Mr. Stephenson and put to a vote which passed unanimously.  The Mayor ruled the motion adopted.  
CLOSED SESSION

Mayor McFarlane stated a motion is in order to enter closed session pursuant to GS143-318.11(a)(5) for the purpose of instructing City staff concerning negotiations for acquiring property in the following areas:  

1) UNCWI- Red Mill Road project

2) South Blount Street

Mayor McFarlane moved approval of the motion as read.  Her motion was seconded by Mr. West and put to a vote which passed unanimously and the committee went into closed session at 11:10 a.m.  Minutes of that part of the meeting are covered in a separate set.

Gail G. Smith

City Clerk
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