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Mayor McFarlane called the meeting to order at 11:04 a.m.
Approval of Purchase and Development Agreement Between City of Raleigh and Summit Hospitality Group – Site Four
The following memorandum from Chief Financial Officer Perry E. James, III was included in the agenda packet:

Following the approval action of the Budget & Economic Development Committee on January 28, 2014, and at the request of the developer Summit Hospitality Group, City Council referred this item back to Committee to discuss certain contractual terms.  Concurrent with that action, Council authorized the required public hearing on the project to be held on February 18.
Doyle Parrish, President of Summit Hospitality, and other representatives of the company will be available at the meeting and would like to address their plans for responding to the Urban Design Principles contained in Exhibit D of the Purchase and Development Agreement approved by the Committee on January 28.  City planning staff will also be available to respond to questions or provide additional comments.
After consideration of the requests of Summit Hospitality Group, it is recommended that the Committee take action to report the item back to the City Council Meeting on February 18.
Budget and Management Services Director Joyce Munro presented this item, stating that the Committee discussed it at its last meeting and recommended the Council move forward with the agreement, with certain conditions.  Summit Hospitality Group had questions about the conditions, and the item was referred back to the Committee.

Doyle Parrish (no address provided) – Mr. Parrish is President of Summit Hospitality Group, Ltd.  He explained there were word issues relative to "should" v. "shall" and issues regard the building itself, more specifically, building materials.  After his team reviewed the issues, they reduced them to three meaningful points.  He said Summit's Development Team Leader, Ken Crockett, would present the three points.  Mr. Parrish believes the City and Summit are in agreement as to the final project.
Ken Crockett (no address provided) – Mr. Crockett stated the issue of "should" and "shall" had been worked out.  The next issue related to the second bullet under Exhibit D (Urban Design Principles), Item C (Building Form), which reads as follows:  "The first two stories of the structure will be designed with a high level of detail (including multiple ground level entryways, street level lighting, large amounts of transparent glass (60% Minimum) and minimized areas for loading, service, mechanicals and parking deck ingress and egress." He asked that the 60% minimum be a target by changing the language to "should be a 60% Minimum" because Summit needs some flexibility.

Mr. Crowder pointed out the Unified Development Ordinance (UDO) has requirements for glazing and transparency, and developers must get used to that.  However, this project does not fall under the new UDO and while he is willing to consider a specific percentage, there needs to be transparency on the first floor level.  Mr. Crockett responded they intend to comply with the UDO, and would like to keep 60% as a target.  Mr. Stephenson asked if Summit is willing to specify that it will comply with the new UDO.  Mr. Parrish said Summit does not know what the UDO requirements are.  Summit's goal is 60% and they may even exceed that.  They want the first floor to be highly visible and open.  Mr. Crowder suggested the 60% goal could be retained in the agreement and Summit could still meet the new UDO requirements.
Mr. Crockett said the second point pertains to identity of materials as outlined in the first bullet of Exhibit D, Item E (Identity), which reads as follows:  "No EIFS, cementitious board, or vinyl siding.  Use only durable and lasting materials, including stone, brick, steel, glass, metal panels."  Summit is not trying to build an EIFS structure, but would like the flexibility to use EIFS in places where it would not impact major areas of the building, such as architectural details like moldings.  Mr. Parrish stated Summit can build the building with EIFS.  Summit's goal is no, or minimal, EIFS, but he does not know if they will be able to do that financially.  Mr. Crowder strongly disagreed with the use of EIFS, stating it was one of the reasons he asked that the Appearance Commission be involved in the process with regard to major issues.  This is a City site, not a private development site, and it is across the street from the Convention Center.

Chief Planning and Development Officer Mitchell Silver cited Section 1.5.9.B.3 of the UDO:  "In a mixed use building, or general building where an urban Frontage is applied, a minimum of 60% of the street-facing, street-level window pan surface area must allow views into the ground story use for a depth of at least 8 feet.  Windows shall not be made opaque for non-operable window treatments (except curtains, blinds or shades within the conditioned space."  Mr. Parrish asked if that regulation applied to the first two stories, and Chief P&D Officer Silver replied it only applies to the ground floor.  Mr. Crowder suggested using a goal of 60% for the upper two floors of the building and using the UDO language for the ground floor at a minimum.  Mr. Parrish accepted the suggestion.  Mr. Silver proposed adding the above-referenced UDO language, which allows for a reduction of transparency with certain findings.  If the applicant finds there are issues that require less than a 60% transparency, the language would allow an alternate.  Mr. Stephenson noted the transparency requirement would not apply to an alley between the building and the parking deck, and Mr. Silver and Mr. Crowder concurred.  It would exclude the façade facing the parking deck.  Mr. Parrish said that Summit is in agreement with the City in spirit, but does not want to add something to the agreement that is not workable.  The expanded review process will involve three more reviews by the Appearance Commission.  Mr. Crowder responded that the City is trying to establish an agreement, and the Appearance Commission recommendations are not mandatory.  He suggested Summit could establish its pro forma around these issues.

Mr. Parrish read aloud the section of the Request for Proposals (RFP) that applies to building materials, stating that is Summit's intent and what they are committed to.  To all extent possible, they will not use EIFS, but the cost of other more durable materials is multiples of the cost of EIFS.  Mayor McFarlane noted that brick, synthetic stone, and glass are the primary materials, and asked when and why Summit would have to use EIFS.  Mr. Parrish explained it would be used only for architectural details of the building to make it more pleasing.  EIFS is a formable product that is easier to use and more costly done.

Chief P&D Silver informed the Committee that according to the UDO, a mixed use building in the DX district requires a minimum transparency of 66% for the ground story.  Development Services Manager Christine Darges confirmed the percentage is correct, even though Section 1.5.9.B.3 states 60%.  Staff will work on the UDO to ensure the language is conforming.

Mr. Stephenson asked for more detail about EIFS.  During a telephone conversation with the applicant, he sensed they wanted the flexibility to use EIFS for more than just architectural moldings, but did not hear that stated during this discussion.  Mr. Parrish told him there could be an applicable use of EIFS on the rear of the building.  Mr. Stephenson suggested the agreement needed to clarified and not left to indicate the use of EIFS "where it makes sense."  Mr. Parrish expressed his fear that if the applicant agrees to a mandate of "no EIFS," they limit themselves to the possible design or cost of the building.  The current language indicates the materials presented in their renderings and their commitment to those materials.  Mr. Crowder said he has issues with those renderings, as did the Appearance Commission.  Mr. Stephenson commented that he heard that as much as one-third of the street-facing sides and all of the back could be EIFS.  Mr. Parrish explained they are asking for percentages because of what the market is doing.  They are willing to accept something less and reasonable; they just don't want to be limited to no EIFS.
Extensive discussion ensued regarding transparency and the use of EIFS.  Raleigh Urban Design Center Planning Manager Grant Meacci confirmed that the project must be reviewed by the Appearance Commission and the Planning Commission before it gets to the site plan process; they have complete control over approving the project before it goes to the site plan process.  The applicant must meet the intent of what they have said and staff must approve whether or not they have.  It is no small hurdle for the applicant.  As a compromise for earlier projects, the Appearance Commission had the same discussion regarding the economics of construction and has allowed these percentages to occur where the project has to be natural durable materials on the three street-facing sides with no more than 10% of those façades being synthetic material.  He suggested the Council might consider doing that for this project.  Mr. Parrish and Mr. Crockett assured the Committee that this will be a quality concrete and steel structure that will endure for a long time, but they do not want to add any expense.  They anticipated the RFP process, gave their best proposal for the City, and gave our design proposals in the RFP.  In an economic context, they must compete with the 400-room full-service Marriott across the street that was not held to these high standards.  In spirit, they are on the same page as Mr. Crowder, but want the flexibility in materials in order to satisfy the Appearance Commission.  They expect to be held accountable, and this will not be their last review.  Mr. Crockett distributed conceptual pictures to the Committee members and said 20% to 25% would be easier than 10%.  Mr. Parrish said they would be happy with 20% on the street-facing sides and no more than 30% on the rear of the building.  Mayor McFarlane said she wants the applicant to be able to afford to build the structure, but she is struggling with how to put that in the contract while protecting what happens on the site.  The City does not want a "cookie cutter" building, but she does not know if changing the percentage of EIFS is the answer.  Mr. Stephenson said he understands that "EIFS or no EIFS" does not necessarily provide a good design, but does provide better durability.  He supports clear language that focuses on EIFS only on decorative moldings and fascias, and that it would be approximately 10% or less.  Mayor McFarlane asked if the applicant is amenable to 10% on all sides except the deck side, and Mr. Parrish replied that would be fine.
Mr. Stephenson made a motion to retain the current language in Exhibit D (Urban Design Principles), Item C (Building Form), second bullet; and require the use of durable and lasting materials outlined in Exhibit D, Item E (Identity) materials as outlined for the three sides of the building facing public streets, limiting the use of EIFS to 10% (limited to the upper floors), but with no restrictions on the use of EIFS on the side of the building facing the parking deck.  His motion was seconded by Mr. Weeks and carried by a vote of 3-1 (Mr. Crowder voting in the negative).
Request for Approval to Sell Six City-Owned Lots (Private Land Sale) and Issue RFP

The following memorandum from Community Development Director Michele Grant was included in the agenda packet:
WHAT IS REQUESTED:

Review of the proposed sale of City-owned vacant lots located at 324 E. Davie and 420 S. Bloodworth Streets.

GENERAL BACKGROUND:

At their meeting of January 28, 2014, the Budget & Economic Development Committee referred the matter of the proposed sale of the above lots to the Raleigh Historic Development Committee (RHDC) for review.  The RHDC is meeting on February 7, 2014 to review the plans and will present their recommendations to the B&ED Committee at the meeting of February 11, 2014.

RECOMMENDATION:

B&ED Committee members receive the report and recommendation of the Raleigh Historic Development Committee.

Community Development Director Grant recapitulated staff's January 14 recommendation that 324 East Davie Street be sold to Preservation North Carolina (PNC) for a fair market value of $38,000 under NCGS 160A-457 and authorize a public hearing for the sale.  The re-use would be to remove the existing encroachment by the adjacent property and have a preservation easement over both properties.  Gordon Smith wanted to purchase 324 East Davie Street to remove the encroachment and provide driveway access to his property at 322 East Davie Street.  He would recombine the remaining land with his corner lot and provide a private pocket park.  Mr. Smith, the PNC, and the adjacent property owner met, but the revised proposal had not been fully vetted by the RHDC.  The RHDC met last week.  Staff's original proposal to sell 324 East Davie Street to PNC to allow the construction of a single family house that meets Community Development objectives is still before the City Council.
Fred Belledin, 711 Gaston Street, Raleigh, NC 27605-1409 – Mr. Belledin is Chair of the Raleigh Historic Development Commission and said there is no change to the Commission's original recommendation.  The RHDC supports the original proposal for construction of a single family house and driveway for 324 East Davie Street.  At its meeting last week, the RHDC also evaluated the alternative proposal for a subdivided lot with a driveway to solve the encroachment issue and have a pocket park.  The RHDC has no objection to the alternative, but it is difficult to weigh in without additional information which is precluded from consideration by the RHDC given the group's quasi-judicial status and authority.  The RHDC was asked to comment on the sale of 420 South Bloodworth Street for the purpose of relocating the existing house from 324 East Davie Street to that parcel, and the Commission does not object to that proposal.  Mr. Belledin stated any of the proposals are valid, but the RHDC still supports the original recommendation.

CD Director Grant provided staff's comments with regard to the two proposals for 324 East Davie Street.  First is the proposal to construct a single family dwelling.  Staff would propose having affordability language and a historic property easement apply to both properties.  The new single family home would be smaller, but would fit within the existing footprint, provide a shared driveway, and address the encroachment.  It keeps single family homes along East Davie Street.  Staff heard about the second proposal conceptually.  A privately-owned park could provide benefit, but under CDBG limitations, it may not meet public use.  To pursue this option, the Community Development Block Grant (CDBG) restrictions must be removed.  The RHDC, with its limited authority of approving form, found this acceptable, but Community Development staff still recommends the sale of the property to PNC.

Mayor McFarlane asked about the privacy of the park.  Ms. Grant said she understood it could be used by the public, but staff never received details.  Staff would like to make the park available to the residents of Carlton Place and the nearby middle school students.  Once the land is sold, the City's jurisdiction diminishes and the park could be fenced in, have limited access, etc.  She discussed the matter with Deputy City Attorney Hunt Choi, whose opinion is that the park must be accessible to anyone without restrictions in order to be considered public.  Mr. Crowder asked about adding deed restrictions, and CD Director Grant said the City could do that.  Mr. Stephenson asked what is on 330 East Davie Street, and Ms. Grant said it is vacant.  Mr. Belledin explained 330 is the lot on the corner and 324 is next to it; both are single family lots, historically and are located within the local historic district.  He reminded the Committee the RHDC can only speak to built form; it cannot speak use.  In concept, the Commission supports the notion of placing a single family house on a single family lot, and easements on both.  A pocket park is fine, but the RHDC can only respond as to form.  The motion made was to have a house on the lot, not a pocket park.  Mr. Stephenson pointed out that there are walkable parks relative to this location, i.e., Moore Square Park is only two blocks away and Chavis Park is three blocks away.  Chief Planning and Development Officer Mitchell Silver stated pocket parks can be beneficial, but even the smallest one require eyes and ears to be on that space.  If they are not, and if there is no manager for that space or upkeep for that space, it could result in noise issues, trash issues, etc.  Pocket parks tend to have mixed reviews, depending on their location.

Mayor McFarlane asked if anyone is planning to build on these two lots.  CD Director Grant replied staff's understanding is the current owner of 322 has already constructed a dwelling on that property.  PNC would construct a dwelling on the 324 site.  Jason Queen, former of Preservation North Carolina and now a partner for development of the 322 site, clarified the situation further.  Mr. Belledin said that is why the RHDC supports the original proposal.  Mayor McFarlane asked what will happen to 330 East Davie Street, and Ms. Grant replied it is owned by Gordon Smith, so it remains in private plans.

Andrew Stewart, 711 South Bloodworth Street, Raleigh, NC 27601-2301– Mr. Stewart works for Empire Properties, which has worked with Gordon Smith for years.  He distributed and explained copies of the proposed recombination of 324 East Davie Street.  He also distributed copies of schematics of Gordon Smith's proposed Entrepreneurs Village and the proposed pocket park, and said the park would be open to the public.  There are 80 units of housing across Bloodworth Street from the proposed park, so there would be plenty of eyes on the park.  Mr. Stewart said everyone wants to support preservation of the historic house on 322 and solve the related encroachment, and get a driveway for that house.  He tried to put the park proposal in context.  The City of Raleigh purchased this particular lot on February 23, 1987 when the City's population was only 194,000.  The population and number of miles of City streets have doubled since then.  His client supports affordable housing, but Mr. Stewart suggested it is time to advance something different.  Investment is happening in these neighborhoods.  His client proposes to buy this lot, split it between two property owners, and install a private park open to public.  The City will receive market rate for the purchase and can use the 30-day comment period to remove the CBDG limitations from property.  This is a compromise solution that works for all.  Their partner on this solution must move somewhat quickly because of the prospective buyer, and they need the encroachment and driveway issues solved.  It has been stated that the City needs low- to moderate-income housing on this property because it was purchased with CDBG funds.  This area of town already has a concentration of affordable housing.  The park will advance the Entrepreneurs Village as another form of economic development; it will be a market rate project.  Both proposals support historic preservation and both would have to go through the historic preservation Certificate of Appropriateness (COA) process.
Chief P&D Officer Silver stated he had initially suggested this approach because he though it was best to advance both goals.  He cautioned that affordability and poverty should not be tied, as they are two different things.  If one of the goals of the 2030 Comprehensive Plan is to provide affordable housing and a decision must be made between a park and affordable housing, staff thought it best to work with both parties and the PNC.  His recommendation is to support Community Development staff’s recommendation.

CD Director Grant commented that staff will always advocate for affordable housing and emphasized it has been the objective, especially when using CDBG funds.  Staff understands the dynamic of change, but part of the change is due to the use of CDBG funds to change this block.  Affordable housing means single family development that will be sold to a person who meets the affordable housing criteria, which means the owner earns up to 80% of local median income.  Many new homeowners moving downtown are doing so because of the CDBG program.  Staff recognizes there are two viable alternatives in this matter.  She reiterated the once the property is sold, the park is developed, and the CDGB restrictions removed, anything the City can propose may not happen.
Mayor McFarlane pointed out that part of this solution was to correct the encroachment issue, and said correction leaves a 27' lot.  She questioned the reality of someone actually building on a lot that has been empty since 1987 and is reduced to 27'.  Planner II Martha Lauer, who works on historic preservation, stated that setbacks in a historic district can be overridden in certain circumstances.  Chief P&D Officer Silver said a setback of at least 5 feet would still be needed.
Discussion about the benefit of a pocket park continued.  Mr. Stephenson said he had attended meetings regarding investment in Chavis Park, and questioned how having this pocket park could be better than revitalizing Chavis Park.  Mr. Stewart admitted they had received a good amount of interest from entrepreneurs without a park, but he believes there would be more interest with a park.  Carlton Place and his client's properties on South Bloodworth Street would be more successful with the addition of a pocket park.  He pointed out that Chavis Park is a different level of park than a pocket park.  Mr. Weeks reminded everyone that the Top Greene Park and Community Center is located between Moore Square Park and Chavis Park.  He agrees there are enough parks in this area and said he would never endorse a park over affordable housing.

Mr. Crowder asked to be excused, as he had another meeting to attend.  He said pocket parks can be huge amenities, and agrees with Mr. Stewart's comment about the scale of the City's parks v. a pocket park.  However, he does not advocate removing the huge oak tree on the property to allow for a bocce ball court.
MR. CROWDER DEPARTED THE MEETING AT 12:24 PM AND WAS EXCUSED BY MAYOR McFARLANE.
Mayor McFarlane expressed concern about a 21-foot wide house with five-foot setbacks.  Chief P&D Officer assured her a house could fit on that 27-foot site, although he is unclear how setbacks could be waived in a historic district.  Mr. Stephenson said the existing houses on South Saunders Street are narrow and are located right up to the shared driveway, and they have been successful.  It is not incongruous to have narrow setbacks.  He said Mr. Smith could build a smaller pocket park on 330 if he chose to.
Mr. Stephenson made a motion to uphold staff’s recommendation to sell 324 East Davie Street to Preservation North Carolina.

Matt Flynn, 7709 Sandy Bottom Lane, Raleigh, NC 27613-8829 – Mr. Flynn owns 322 East Davie Street and has been working with the historical groups to recreate it as an historic property.  His property encroaches on 324 East Davie Street by four or five feet.  He commented that the Community Development Department has recommended a small house with a driveway for 324 East Davie Street.  Mr. Flynn has met with Empire Properties and Gordon Smith, and is amenable to either proposal.

Mr. Weeks seconded Mr. Stephenson's motion.  Mayor McFarlane remarked that she is very torn on this issue.  She called the question, and the motion carried by a vote of 2-1 (Mayor McFarlane voting in the negative, Mr. Crowder absent and excused).
CD Director Grant recapitulated staff's recommendation on the second lot.  The RHDC had made a recommendation regarding that lot and had no objection to moving the house.  The first proposal is to remove 420 South Bloodworth Street from the RFP and sell it to Gordon Smith for the estimated fair market value of $65,000 via private sale pursuant to NCGS 160A-457.  Mr. Smith has discussed the proposed Entrepreneurs Village but it has been very conceptual and staff does not know the merits of the proposal.  Mr. Smith wants to move the single family home to this property and rest would go through the RFP process.  The City could meet this objective by selling the property under NCGS 160A-457, which permits staff to articulate the terms of sale.  If Mr. Smith does not intend to use the property for low- to moderate-income benefit, the City would incorporate the public hearing process to remove the CDBG restrictions.

Mr. Stephenson said the Entrepreneurs Village does not appear to be low- to moderate-income housing.  CD Director Grant agreed, adding that the public hearing to remove the CDBG restrictions needs to occur before the sale of the property, and the City needs to amend its plan as to why it bought the property.

Mr. Stewart distributed maps of his client's proposal.  Mr. Smith has completed the COA application to move the house, and is asking for release of the low- to moderate-income restrictions.  He has to comply with the RHDC conditions/restrictions.  Mr. Smith needs to know that the City of Raleigh supports his proposal before he does anything, because if he does not obtain a COA for the house, he has a house sitting on steel that he cannot do anything with.
Mr. Belledin stated he does not think anyone can get a COA on a house he does not own.  However, a COA can be made conditional upon the sale of the property.  Even without a COA, the property would still be subject to RHDC requirements for the historic district in which it is located.  Planner II Lauer commented it is a private matter whether the project takes place.  Mr. Stephenson said the City wants a guarantee it would not end up with a vacant lot. Mr. Stewart said Mr. Smith would be fine with that, but he is not sure Mr. Smith would commit to building another house on the lot.  Mr. Stephenson reiterated the City wants assurance there is an appropriate dwelling on the lot, and Mr. Stewart said the sale of the property can be structured to state that the City of Raleigh can buy back the property if a house is not built on that lot.
Mayor McFarlane made a motion to (a) sell 420 South Bloodworth Street to Gordon Smith for the estimated fair market value of $65,000 and authorize the City Clerk to publish a notice of public hearing stating the Council's intent to sell the property via private sale pursuant to NCGS 160A-457; and (2) to sell the four remaining lots (422 South Bloodworth Street, 424 South Bloodworth Street, 325 East Cabarrus Street, and 327 East Cabarrus Street) via Request for Proposals (RFP) pursuant to NCGS 169A-267.  Her motion was seconded by Mr. Weeks and carried by a unanimous vote of 3-0.
Potential Exploris Lease

Budget and Management Services Director Joyce Munro presented this item and highlighted her memorandum below that was included in the agenda packet:


Overview:
In October 2013, representatives of Exploris Charter Middle School (Ben Steel of Empire Properties) approached Real Estate Services staff to inquire about the possibility of leasing the former Salvation Army building located at 215-219 S. Person Street to operate a K-5 elementary charter school for a two year period, with a school opening in July 2014.  As you are aware, the City acquired this property as a future redevelopment opportunity; short term plans for this property are to minimally maintain and secure the vacant building. Since acquiring the property, a decision was made to utilize a portion of this property (the metal warehouse at the rear of the property) for feeding the hungry on weekends.  Real Estate Staff indicated to Exploris a willingness to discuss leasing possibilities, but noted that unique conditions of the site and the limited timeframe would present significant challenges to the viability of this endeavor.

Exploris presented the City with a formal lease proposal on January 7, 2014.  Staff convened an internal working group of key planning, development, legal, building and facility and real estate staff on January 13 to review the proposal from Exploris.  Concerns were raised about the aggressive scheduling proposed by Exploris and the team identified a number of substantive provisions that were not acceptable to the City.  On January 16, the City sent a letter to Exploris outlining the conditions tinder which City staff would be willing to continue exploration of lease options.  Attachment 1 contains a table comparing these key provisions and the City’s terms and conditions.

Because of Exploris' desire to open a school facility on that site by July 2014, the most significant of these conditions was a requirement that Exploris consultants or representatives meet with the City's Development Services Division so zoning code requirements and use questions can be fully vetted and staff could better assess the viability of this arrangement.  A meeting was held on January 31 for this purpose. However, in the absence of a building and existing conditions plan, it was difficult for Development Services and other departmental review staff to ascertain whether it is technically feasible for the property to receive all approvals and improve the site in time for an elementary school to be up and running in time for a late summer opening. Consequently, significant questions about building code and site plan approval still remain.
Exploris submitted a revised lease proposal (Attachment 2) to the City on February 5. The staff has not yet had the opportunity to fully review and evaluate the proposal.

BED Committee Action Requested

At this time, City staff seeks BED Committee input regarding its interest in staff continuing to work with Exploris on development of a lease arrangement for the former Salvation Army property and completing a review of the latest lease proposal put forward by Exploris such that staff can bring back to the BED on February 25 options along with their pros and cons.  Should the BED support moving forward with a lease arrangement on February 25, the item could then be brought to the Council for approval at their March 4 meeting.

Staff will be available on Tuesday to provide additional context and respond to any questions.  I would imagine that representatives of Exploris will be in attendance as well.

BMS Director Munro said that staff does not intended for the Committee to take action today.  This is an opportunity for staff and Exploris to obtain the Committee's feedback regarding continued negotiations for a lease on the former Salvation Army property.  Exploris has already invested money to explore the potential of the site and wants to hear Council's opinion.  Mayor McFarlane commented this is a very ambitious proposal.
Ben Steel, 421 Watson Street, Raleigh, NC 27601-1943 – Mr. Steel works with Andrew Stewart at Empire Properties and is working with Exploris on this potential lease.  He agreed it is an aggressive timeline, but achievable.  The lease will help the school with its expansion downtown while maintaining the long-term vision that the site not be obstructed and that there be no extra cost to the City of Raleigh.  Mr. Steel believes the second proposal satisfied the objections to their original proposal.  There are two parts to this proposal, the lease negotiation side and a parallel path for development services.  They met with a large group of staff on January 21 to discuss what that path will be, and continued to expand their development team following that meeting.  According to the team, this is an achievable process provided they have a lease arrangement.  The end objective is of mutual benefit to the City and the school.  Exploris needs to know that the lease principles are agreeable to the City of Raleigh before moving forward with the development phase.

Mr. Stephenson said that Attachment 1 to staff's memorandum lists the open items that have not been resolved.  He asked if Exploris had submitted language addressing these items and Mr. Steel replied affirmatively, referring Mr. Stephenson to Attachment 2 (revised lease proposal).
BMS Director Munro stated staff has not had a chance to fully review the second proposed.  On the surface, it appears to have addressed many things outlined in Attachment 1.  Staff is concerned about understanding the timeline that would need to be met and Exploris’ ability to complete the timeline without requiring exceptional consideration of the City and its processes.  Mr. Steel said Exploris has developed a full schedule now, and Mr. Stewart noted they hired Kimley-Horn to prepare it.  Mayor McFarlane replied that staff needs to weigh in on that.  Mr. Stewart explained the business deal has to do with the lease and must go through the development process.  Exploris cannot wait to figure out both and wait to address the entire project.

Mayor McFarlane asked if the business deal makes sense.  A couple of issues, such as the City's indemnification, stand out and need to be more clearly defined.  She asked if the school understands the restriction of non-use on weekends.  Mr. Steel replied Exploris is in agreement with that.  Exploris will rely on the legal document, i.e., the lease, to address the indemnification required of the City of Raleigh.  He and City Real Estate Services Manager Gregg Pollard have communicated about this on a higher level, and Exploris is happy to propose something specific that will be favorable to the City.  At this time, they merely want to see if this proposal is a viable solution for the school.

Mayor McFarlane asked how many students Exploris anticipates.  Exploris Middle School Director Summer Clayton responded no more than 150; they will have nine classrooms with approximately 16 students per class.

City Manager Ruffin Hall reminded the Committee members that particular site is critically related to a City economic development policy, and he understands that is why the parcel was acquired.  He cautioned the Committee that there could come a time later under the lease arrangement where there could be problems related to other economic development proposals. Mr. Steel stated Exploris is amenable to a two-year lease but would request that at the end of the two-year period, if the City has no plans for using the facility, Exploris would be given the option to lease the improved building and the right of first offer/refusal to protect their investment.  City Manager Hall suggested the Committee consider whether a school is the highest and best use of the site.  Mr. Steel reminded the Committee this is a temporary solution for Exploris while they secure a long-term site for the school.
BMS Director Munro asked the Committee members if they wanted staff to continue working with Exploris and work through the outstanding issues, then come back with a revised proposal at the next Committee meeting.  Exploris Director Clayton said the start of the school year is August 18.  They have buffers built in for fall and spring breaks, and therefore a two-week window after that date.  Development Services Manager Christine Darges stated staff normally looks backward to see if a schedule is realistic.  She assumes the longest process will be Planning Commission approval, and pointed out it is difficult to get through the Planning Commission process in less than six weeks.  She explained the time constraints and requirements for that process.  Mr. Steel said they are looking at worst possible scenarios and are also working backwards.  He is confident they can build the project, but need to know the framework that is acceptable to the City.  Development Services Manager Darges asked when Exploris would have to start construction, and Mr. Stewart replied they are still refining the scope.  They are building an approval schedule for permits and a contractor’s schedule for construction.
City Manager Hall stated the City is spending a lot of energy and staff time figuring out how to make this work.  The City is interested in having good partnerships with the local community, but staff wanted to discuss this proposal with the Committee to see if there are outstanding or specific issues before staff makes that commitment.  Mr. Stephenson asked who set the two-year maximum guarantee.  City of Raleigh Economic Development Manager James Sauls commented that after the January 21 meeting, staff again considered the level of interest the City has in that site already.  This proposal gives Exploris its short-term goals and the City an opportunity to meet its long-term goals for economic development in that area.

Mr. Stephenson asked if the City Attorney's office had reviewed these proposals and had an opinion regarding whether or not they are possible.  City Attorney Tom McCormick replied affirmatively, stating that one of the attorneys worked with this group to review the initial proposal.  While they have not reviewed the second proposal, he supposes it is not implausible.

Without objection, Mayor McFarlane announced this item would be held in Committee to allow staff time to continue working with Exploris and bring a proposal back to the Committee.
ADJOURNMENT
There being no further business before the Budget and Economic Development Committee, Mayor McFarlane announced the meeting adjourned at 1:05 p.m.

Leslie H. Eldredge

Deputy City Clerk
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