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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 23, 2014, 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 Hall
Mr. Weeks


Assistant City Manager Greene



Economic Development Director Sauls



City Attorney McCormick




Deputy City Attorney Poole




Interim Planner Director Bowers




Parks Planner Dick Bailey




Budget & Management Services Joyce Munro

Mayor McFarlane called the meeting to order indicating Mr. Crowder and Mr. Stephenson are absent and excused.  The following items were discussed with action taken as shown.  

1105 Cross Link Road – Donation of Property. Budget and Management Services Director Joyce Munro explained Parks Planner Dick Bailey is available to answer questions.  She stated this relates to the donation of property from Capitol Broadcasting Company pointing out this has been in works for about a year.  Following discussion, staff is recommending acceptance of this generous donation.  

Committee members received the following information in their agenda packet.

What Is Requested?

Accept donation of real property located at 1105 Cross Link Road (7.61 acres) from Capitol Broadcast Company to the City of Raleigh for Parks, Recreation and Cultural Resources purposes.

Exhibit A = Context map of 1105 Cross Link Road and Exhibit B = Aerial map of 1105 Cross Link Road were included in agenda packet.
Background:

In the summer of 2013 City of Raleigh Parks, Recreation and Cultural Resources (PRCR) staff was contacted by Capitol Broadcasting Company (CBC) about a potential real property donation located at 1105  Cross Link Road in south Raleigh adjacent to Biltmore Hills Park.
PRCR and CBC staff met on multiple occasions to explore potential options for the Cross Link Road site.  CBC provided two existing reports a Phase I Environmental Assessment and a Preliminary Geotechnical Report, both done in 2010.  These reports yielded information demonstrating that overtime there had been deposits of fill and construction materials at the site.

City of Raleigh PRCR conducted multiple site visits.  There was clear evidence through GIS aerial photography and site inspections that the location contained fill and construction materials. The staff reviews confirmed the Phase I and Preliminary Geotechnical Report.  PRCR reviewed the site and background with the City of Raleigh Attorney’s office.  Out of this review came multiple recommendations for CBC to conduct including further geotechnical investigations of the site, specifically additional borings, establish order of magnitude cost estimate for removal of existing/replacement as well as challenges and considerations for potential future development.

At the request of the City of Raleigh PRCR Staff and City of Raleigh’s Office, Capitol Broadcasting Company executed further site investigations in the form of a limited Phase II assessment specifically focusing on soils and groundwater.  This work was completed by S&ME, Inc.  In addition to the soil and groundwater assessments S&ME also provided a high level overview of development considerations for the site in relation to the existing fill materials.

The analysis and investigations by the City of Raleigh, Capitol Broadcasting Company and S&ME demonstrate that 1105 Cross Link Road is usable for parks, recreation and cultural resources purposes.  City of Raleigh PRCR staff has estimated the cost to stabilize and beautify the site at approximately $49,000.  (Ground cover, shrubs, etc).  This does not include the cost to remove the existing fill and backfill.  Capitol Broadcast Company has agreed to contribute $24,500 towards the site improvements (Basic stabilization and beautification).

Summary:

· The donation of the 7.61 acre Cross Link Road site provides public open space and recreational value to the Raleigh Parks, Recreation and Cultural Resources system.
· Wake County IMAPS lists the tax value at $497,238

· Beyond the initial shared stabilization costs with Capitol Broadcasting Company this donation will not increase PRCR operating costs.

· Because of the residual construction fill location on the site there are limitations for structural construction (i.e. – buildings, parking, etc) unless the City of Raleigh decides to replace the fill or use non-traditional construction methods to overcome the future settling of some of the fill materials.  The estimated cost to remove the existing fill and replace it with new material is approximately $350,000 to $400,000.  At this point in time PRCR will not pursue replacing the fill.

Capitol Broadcasting Company has two primary requests associated with the donation of the property to the City of Raleigh:

1. The property was owned for a long time by the Lightner Family.  If the City of Raleigh PRCR develops the site in the future.  If PRCR develops the site in the future, consideration should be to honor the family based on Resolution 2005-681.

2. Capitol Broadcasting Company requests that the site improvements be completed before they donate the $24,500 to the City of Raleigh.  The City has sufficient funds budgeted to address this request.  

Previous Council Action:

None
Recommendation:
Accept the real property donation of 7.61 acres located at 1105 Cross Link Road from Capitol Broadcasting Company and transfer ownership to the City of Raleigh for public parks, recreation and cultural resource purposes.  Authorize City of Raleigh Attorney’s Office, Staff and the City Manager to execute the required documentation for this transfer of ownership and basic improvements needed.

Parks Planner Dick Bailey highlighted the information pointing out the property is adjacent to Biltmore Hills Park.  This is a great opportunity to add vacant land to an existing park.  He stated John Harris with Capitol Broadcasting is available and highlighted the information in the agenda packet including the recommendation.  

Mr. Weeks commended all and expressed appreciation to Capitol Broadcasting Company explaining this vacant property has been an eyesore on the community for a long time and he is so happy Capitol Broadcasting Company has come forth and is offering it to the City so that the property can be cleaned up and utilized.  He stated he hopes we can continue moving forward as he wants to see the property cleaned.  Mr. Weeks moved approval of the recommendation as outlined.  His motion was seconded by Mayor McFarlane and it was agreed that would be the motion made to Council.

Mayor McFarlane expressed appreciation to Capitol Broadcasting for their generous donation.  

Downtown Area – Disposition of City Owned Properties 301 Hillsborough Street and Morgan Street.  Budget and Management Services Director Munro indicated we have two offers to purchase some land the City owns in the downtown area.  She indicated this has been discussed for some time and felt it is a good opportunity to provide Council members with information on the options that can be utilized for property disposition.  
The following powerpoint was presented
Real Estate Development Tools
Sale and Disposition of Real Property

· NCGS 160A, Article 12, Sale and Disposition of Real Property

1. Advertisement for sealed bids;

2. Negotiated offer, advertisement and upset bid;

3. Public auction; or

4. Exchange

· NCGS 158-7.1, Local Development

Commonly referred to as “Economic Development Statute”

· Private Sale for Economic Development Purposes

Streamlined method that would require General Assembly approval for City to utilize

Negotiated offer, advertisement and upset bids

Description

· City Council proposes to accept an offer for City-owned property

· Offeror deposits 5% of bid with City Clerk

· City Clerk publishes notice of the offer and upset bid procedure

· Any person may raise bid within 10 days of publication of notice

· New bid must be not less than 10% of first $1,000 and 5% of remainder

· Upset bidder must deposit 5% of new bid with City Clerk

· City Clerk readvertises offer at the increased bid, opening new upset period

· Process continues until no further qualifying upset bids are received

· At end of process, Council may accept offer and sell property to highest bidder

· At any time in process, Council may reject any and all offers

Pros

· Most likely to result in the City receiving full market value for the property
· Does not commit City to lengthy sales negotiations

· Allows City to refuse any and all bids deemed unacceptable

· Moves exempt properties onto tax roll quicker than other methods

· Creates more predictable path for developers

Cons

· Does not allow the City to designate specific uses for the site
· Does not allow City to attach conditions beyond what is required by the UDO

Economic Development Statute
Description

· Available for sale of property that is suitable for commercial or industrial use

· City may convey or lease property interests by private negotiation

· For a sale, City clerk publishes notice of a hearing describing the property interest to be conveyed, the value of the interest, the sales price, and the Council’s intent to approve the sale

· Council must determine the probable average hourly wage to be paid to workers by the business to be located at the property and the fair market value of the property (which may take deed restrictions into account) 
· Sales price may not be below the determined fair market value

· Purchase price may take prospective tax revenues from improvements to the property into account if:

· Council determines that conveyance will stimulate local economy, promote business, and result in creation of a substantial number of jobs that pay at or above median average wage for Wake County

· Purchaser shall be contractually bound to construct the improvements generating the proposed tax revenues within 5 years of conveyance and to reconvey the property to the City if the deadline is not met

Pros

· Allows city to set value

· Allows city to pick specific developer at a set price for a specific use

· Moves exempt properties onto tax roll

· Creates job growth and strategic investment

Cons

· Can only be used on certain projects
· Recapture provision creates uncertainty for obtaining project financing

· Sales negotiations have been complex and prolonged

· Creates lasting city involvement in project

Private Sale for Economic Development Purposes

No current legislative authority exists for this sales procedure.  Raleigh had similar authority that expired in 1982.  The disposition provisions of that legislative authority is described below.

· City could convey interests in property, including air rights over public facilities, in connection with an economic development project by any procedure within the City Charter, general low, or by private negotiation and sale.

· Properties acquired under the urban redevelopment law could be conveyed in accordance with that law.

Pros

· Allows city to set value

· Allows city to pick specific developer at a set price for a specific use

· Moves exempt properties onto tax roll

· Creates job growth and strategic investment

· Allow more potential uses of site than existing economic development sale authority, including residential uses

· More flexibility for recapture provisions if project fails than existing economic development sale authority

Cons

· Documenting the transaction could be complex and prolonged

· Could crate lasting city involvement in project

SITE DISPOSITION
301 HILLSBOROUGH STREET + 320 WEST MORGAN STREET

1. We have received two offers to purchase
2. Appraised Value - $3,080,000

3. Proposed disposition method for discussion

CURRENT ZONING

· BUS with Downtown Overlay District (DOD) permits tall buildings and a wide variety of  uses through the Preliminary Site Plan review process

· Development plans would be subject to Appearance Commission review and Planning Commission review and approval

· Ground floor retail would only be required if a high-density residential project is proposed

UDO ZONING

· DX-20-SH is proposed on the draft UDO map

· DX permits the widest variety of uses

· Up to 20 stories permitted by-right

· Ground floor retail space required

· UDO contains stricter design standards for build-to, building entrance orientation, parking deck screening open space, and tower step-backs

· Development plans would be reviewed administratively

· Appearance Commission review would be required for any Administrative Alternates

Why consider negotiated offer, advertisement and upset bids for 301 Hillsborough
· We have received two substantial and serious offers for the property; the City should be responsive and decisive

· City’s long term goal for its downtown land holdings should be to attract productive private investment; a simple and streamlined disposition process gets us to that goal

· The cash resulting from the sale could be put to a good  use elsewhere in downtown, furthering the downtown plan and other policy goals

Economic Development Director James Sauls explained the negotiated offer, advertisement and up bid process and pros and cons.  City Attorney McCormick indicated that is the method the City Council uses to sell most property.  
Mr. Sauls explained the economic development statute or NCGS158-7.1 and the pros and cons.  Mr. Weeks questioned if utilizing this would allow the Council to set higher wages.  City Attorney McCormick indicated North Carolina cities do not have the authority to set hourly wages.  Raleigh does not have that authority.  He stated the way it has been dealt with in the past is at the required public hearing, the prospective buyer provides evidence of how many jobs, types of jobs, salaries, etc. would be involved and that provides an opportunity for some negotiations but there is no legal authority to set wages.  
City Attorney McCormick explained the private sale for economic development purposes.  He stated the City sought and received that authority in the early 80’s when Fayetteville Street Mall was being developed, etc.  He stated we had some developers from New York who were going to build a hotel and Raleigh got the authority to do the private sale.  He stated there was a different general assembly at that time than today and even in that context it was difficult to get the private sale authorization passed.  He pointed out however that authority resulted in an underground parking garage and the Bank of America building.  He stated at this point the private sale is not authorized but maybe we could request that it be renewed.  He talked about another city in North Carolina that utilizes it but it has not been in Raleigh.  He stated he had talked with Mr. Sauls and it is felt that it may be time to talk about seeking the authority again.  He talked about the makeup of the current general assembly and the feeling that it may be easier to achieve now than it was in the 80s.  He stated he would suggest that the Council authorize seeking the legislation again, pointing out it is a much cleaner way to deal with land disposition, etc.  He stated it will not help with the current situation or the disposition of the two properties we are talking about today but it is something that the Council should think about seeking authority to utilize.  He talked about the differences in Raleigh in the 70s and 80s and today.  He pointed out there were about 150,000 people in Raleigh.  We were just getting the Mall started and in reality Raleigh was a little behind the curve as it relates to economic development.  The character of the City has changed dramatically.  He talked about the authority granted in the 70s pointing out the general assembly did not like the idea of private sales but we were able to get it authorized for one time around.  He stated after that it was a long time before we had any interest in development downtown.  We had a very aggressive annexation program and most of the development was going to the suburbs, there was no reason to go back and seek the authority.
City Manager Hall indicated this is one of the things been being looked at when we talk about our overall economic development program.  He talked about our economic development goals as it relates to the authorities for land disposition we have in place.  He pointed out the upset bid process and economic development process both has pros and cons.  The private sale provision does give the City more latitude and he feels a good case could be made for the need for this type authority.  He talked about the economic development statutes which the City has used in the past has some requirements that are time consuming and complicated and it is a tough tool to use in some of these cases.  
Interim Planning Director Ken Bowers went over the information on the current zoning and UDO zoning which is currently pending.  He went through the time schedules and compared the two as it relates to development in the downtown area.  He explained development under the UDO zoning could be handled administratively if there were no appeals.  What would be allowed in a time frame under the current zoning was talked about as was the fact that we do not know when the UDO process would be completed.  

Mr. Sauls went over the information as to why we would consider negotiated offer, advertising and upset bids.  He stated the staff needs the Council’s feedback, etc.

City Attorney McCormick indicated another pro for the private sale is that disposition would not require commercial development residential development would be allowed.  He stated that could help the Council achieve its affordable housing goals, provide economic benefits, etc.  That is another reason for trying to get the authority.
Discussion followed relating to the use of the economic development tools in the past.  How the UDO zoning would help in the development in the downtown area was also talked about.  The rezoning process that could take place prior to the UDO was talked about.  Mr. Bowers talked about the difference in developing under the UDO and the current zoning and his feeling that a better product could occur under the UDO.  In response to questioning from the Mayor, Mr. Bowers indicated it could take three to four months to go through the zoning process starting with the neighborhood meetings, petition filing, public hearing process, etc.  The need for a prospective purchaser to have some guidance, the pros and cons of the various disposition methods was talked about,  It was agreed to look at negotiated offer upset bid process and ask staff to develop a time line for a rezoning and/or development process.  

Adjournment.  There being no further business, Mayor McFarlane ruled the meeting adjourned at 12:10 p.m.

Gail G. Smith

City Clerk
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