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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, February 10, 2015, 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
Councilor Crowder



Assistant City Manager Greene
Councilor Stephenson



City Attorney McCormick
Councilor Weeks



Housing & Neighborhoods Director Jarvis




Real Estate Services Agent Pittman


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

DHIC Request for Additional Funds for Emerson Glen (formerly Camden Glen).  Assistant City Manager James Greene gave a brief overview of the request.

Housing & Neighborhoods Director Larry Jarvis indicated Committee members received the following information in their agenda packet:

What Is Requested:

Approval to increase loan funding to DHIC for the Emerson Glen (formerly Camden Glen) affordable housing development by $400,000 and to modify the loan terms.

Background:

On May 14, 2013, City Council approved a $750,000 loan to DHIC on behalf of Camden Glen, LLC in order to construct a $6.6 million, 48-unit family affordable housing development to be known as Camden Glen Apartments at 2904 Tryon Road.  The loan was originally approved at an interest rate of 2% over 20 years with varying annual payments based on projected cash flow.  Since then, the development has been renamed Emerson Glen Apartments due to requests of the surrounding neighborhood.

Because of the boom in the local construction market and the project's need to respond to UDO requirements, including a rezoning, the project is now anticipated to cost $7.6 million, creating an $850,000 funding gap.  DHIC can cover a portion of this gap by increasing rents, enabling DHIC to increase the first mortgage, contribute its own funds and defer a portion of the developer's fee.  A funding gap of$400,000 remains, however, and DHIC has requested the City increase its loan by that amount as well as modify the loan terms.  The table below summarizes the initial and proposed sources of funding for this project.







        Initial

      Proposed






Funding Sources
Funding Sources

Tax credit equity* 
$3,994,497
$3, 743,278

City of Raleigh
750,000
1,150,000
Private mortgage lender
650,000
1,050,000
NC Housing Finance Agency loan 
650,000
720,000

State Tax Credit loan
541,314
546,319
Deferred developer fee
40,334
156,877
DHIC Loan
                 -
     250,000

Total
$6,626,145
$7,616,474

*DHIC was awarded fewer tax credits than anticipated in the City's loan application submittal and pricing from equity investors also changed.

Specifically, DHIC requests the following on behalf of Camden Glen, LLC:

1. Increase the existing loan amount from $750,000 to $1,150,000; and

2. Reduce the interest rate from 2% to 1%.
The development project will not be able to proceed without additional City funding. DHIC has already purchased the land and spent nearly $300,000 in predevelopment expenses.

Recommendation:
Staff recommends approval of modifying the loan to Camden Glen, LLC as follows:  1) increasing the existing loan amount from $750,000 to $1,150,000; and 2) reducing the interest rate from 2% to 1%.  Federal Home Investment Partnership (HOME) funds are available and will be transferred administratively upon Council's approval of the loan modification.

Mr. Jarvis pointed out the 1 year delay in construction resulted in the escalation of construction prices.

Mayor McFarlane questioned whether the interest rate change would set a precedent with Mr. Jarvis responding the change will not affect the amount of funds the City will receive in return.  He went on to explain staff wanted to leverage other resources for funding as much as possible.

Discussion took place regarding how CHoDO (Community Hous8ing Development Organization) regulations determine the amount of funding for certain projects with Housing & Neighborhoods Director Jarvis explaining the certification process and pointing out Emerson Glen is the only CHoDO certified project at this time.

Mrs. Crowder indicated she was pleased with the site plan changes and urged better planning regarding construction cost estimates.  She expressed concern regarding the requested $400,000 increase noting the City is not a bank.  She stated she supports affordable housing; however, the City needs to be more careful regarding costs.

Mr. Stephenson expressed his support for Staff’s recommendation pointing out the project is located adjacent to a shopping center with a super market.

Mr. Stephenson moved to uphold Staff’s recommendation.  His motion was seconded by Mrs. Crowder and put to a vote and passed unanimously.  Mayor McFarlane ruled the motion adopted.

Surplus Property Interest Declaration – Sewer Easement at 3400 White Oak Road.  Assistant City Manager James Greene gave a brief review of the request.

Real Estate Services Agent Greg Pittman indicated Committee members received the following information in their agenda packet:

What Is Requested:
That the Committee recommend to City Council that it declare as surplus and authorize the sale of a portion of the City's real property interest located at 3400 White Oak Road containing approximately .18 acres (7,868± sq. ft.) to St. David's School for $6,000.00, subject to the negotiated offer and upset bid process with the condition that the winning bidder pay all advertising costs accrued during the upset bid process.

Background:
The City received a request from property owner St. David's School to purchase an existing City of Raleigh-owned sanitary sewer easement (of approximately .18 acres) on their property.  The City acquired the easement in 1995, by recorded easement from St. Timothy's Middle School George B.S. Hale High School, Inc.  The existing sewer easement that extends into the property is not needed in its entirety to serve the development that is now proposed on the property.

During the site plan review of the redevelopment plans, city staff suggested abandoning a portion of the existing easement in order to facilitate utility service for the redevelopment. The sale of this easement will not impact service to this or any other property.

The petitioner of the sale has agreed to pay all costs associated with the sale of this surplus sanitary sewer easement, which will include a minimum bid of $6,000.00 plus advertisement cost associated with the upset bid process.  The easement has no other value to the City of Raleigh.  The City's Public Utilities Department has approved the sale of this portion of the easement.

Additional Property Data:

· A portion of 3400 White Oak Road – Real Estate ID 0027682 (PIN 1705440880)

· Date City was granted the sanitary sewer easement: 1995 via recorded easement DB 6595, PG 279 and noted on plat BM 1995 PG 1061

· Acquisition Price:  Dedication

· Zoning: SC
Previous Council Action: 

None 


Recommendation:

That the Committee recommend to City Council that it declare as surplus and authorize the sale of approximately .18 acres or 7,868± square feet of sanitary sewer easement interest located at 3400 White Oak Road to St. David's School for $6,000.00, subject to the negotiated offer and upset bid process, with the winning bidder paying all accrued advertising costs.
Mr. Stephenson moved to uphold Staff’s recommendation.  His motion was seconded by Mr. Weeks and put to a vote and passed unanimously.  Mayor McFarlane ruled the motion adopted.
Adjournment.  There being no further business, Mayor McFarlane declared the meeting adjourned at 11:15 a.m.

Ralph L. Puccini
Assistant Deputy Clerk
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