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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 am on Tuesday, September 22, 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  

Ms. Crowder, Presiding
             City Manager Hall

Councilor Stephenson
                         City Attorney McCormick

Councilor Weeks
                         Assistant City Manager Greene

Ms. Crowder called the meeting to order indicating Mayor McFarlane is excused from the meeting as she is out of town.  The following item was discussed with action taken as shown.

Raleigh Area Development Authority Business Loan Program Update

Assistant City Manager Greene explained in January, Raleigh Area Development 
Authority (RADA) presented a program summary to the Committee.  Committee members had questions about the use of  the funds from the proceeds of the sale of the Whistle Court homes the City donated to RADA to develop a business loan program.  Wallace Green, RADA President, is present to give an update on that item.  Mr. Green will also talk about RADA’s goal to become an approved Community Development Financial Institution (CDFI) which will require the following three changes to the agreement between the City and RADA:


Modify language to clarify that the two percent return to the City of 


Raleigh is only for the City funds invested in the RADA loan program


And not for other funds in the loan program that RADA receives from


Private and/or other public sources


Clarify that the City does not control or operate the loan fund for RADA


State the term of the loan program is for 30 years and provisions for renewal   

Wallace Green expounded on the following powerpoint.
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Update on Loan Policy and Approval Status

REQUEST CITY APPROVAL OF CHANGES IN LANGUAGE
CONTAINED IN THE AGREEMENT BY WHICH THE CITY
ASSIGNED CERTAIN ASSETS TO RADA FOR CREATION
OF A SMALL BUSINESS REVOLVING LOAN FUND
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RADA Community Investment Corporation

* RADA Community Investment Corporation LLC is wholly owned by
Raleigh Area Development Authority (RADA Inc), a 501 C(3) not for profit
tax exempt North Carolina corporation

* RADA CIC LLC is the managing entity responsible for all aspects of the
loan fund, and is governed by members of the RADA Inc board of directors

* RADA CIC was organized to make direct loans to existing credit worthy
small businesses in the City of Raleigh, and in collaboration with area
banks, including to individuals who have had difficulty securing financing
from a banking institution
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Lending Policy, Marketing, Leveraging

Loan Policy
* Existing businesses

» Growth capital
* Desirable businesses

* The approved policy specifically
excludes gambling
establishments, adult
entertainment, private clubs,
escort services, internet cafes,
pyramid schemes and other
undesirable business types

Loan Types

« Equipment financing

« Commercial space renovation
» Working capital

* Real estate acquisition

Leveraging of City funding

* Participation with local banks

* Program Related Investments

» Community Reinvestment Act banks
» Federal agency programs
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Initial Capitalization Loan Pipeline Status
» $300,000 Downtown Portfolio e
» Applications Approved

o0 focecag T $75,000 — Office Upfit Loan
| $50,000 — Business Relocation

By Agreement, City of Raleigh to |
receive 2% return on funds :
loaned and collected for the life =« Prospects

of the program. - i
e - Business Expansion

Cash Available for Lending - Space Upfit Loan
« $510,000.00 ; - Bank Participation Loan for

business expansion
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* Close current loan applications
* Move loan prospects to application stage

» Continue outreach activities: small business expos, web site,
door to door distribution of flyers

* Reach out to banks to make them aware of the fund and how it
can help facilitate underwriting

+ Contact philanthropic investors

* Finalize application to U S Treasury for designation as a
Community Development Financial Institution - CDFI
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» CDFI status will provide Raleigh businesses and neighborhoods
access to federal, other public and private sources of funding
and technical assistance not now available

» Under invested areas of Raleigh will have a new source of
equity and debt capital to facilitate business growth and new job
creation, especially

 Low to Moderate Income Census Tracts
« African American and Hispanic Small business owners

See CDFI industry web site: www.cdfifund.qov
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changes to the Agreement regarding funding of
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» Some language contained in the Agreement restricts
the fund’s ability to leverage the City’s investment

« RADA'’s outside consultant has recommended
revisions which require Council approval
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Item 1. Modify language to clarify that the two percent return is only for The City funds invested (Page 3, pp. #11)

Currently: The City is to receive a two petcent (2%) return on loans made from the RADA Revolving Loan Fund for Small
Businesses.

Change to: The City is to receive a two percent (2%) return on loans made from assets contributed by The City to the
RADA Revolving Loan Fund for/Small Businesses and those that revolve.

Item 2. Make an explicit statement that The City does not control or operate the fund (After pp. #14)

The City of Raleigh is the initial investor and stakeholder in the RADA Revolving Loan Fund for Small Businesses,
officially, RADA Community Investment Corporation (RCIC). As such. it does not control. manage or make decisions
regarding the fund, except as it relates to its own invested funds.

Item 3. Explicitly state the term of the loan and provisions for renewal or return of capital (Before pp. #15)

The term of this agreement is 30 years with the option to renew for additional 30 year terms in perpetuity. Such option may
be exercised by The City or RADA within 90 days of the expiration of this initial term and any successive option period.
Should either party fail to renew within the 90 day window. the agreement shall be automatically renewed for an additional
30 year period.




Mr. Green explained that Assistant City Manager Greene has replaced Luther Williams as the City’s representative on the RADA Board.  

Assistant City Manager Greene stated he is working with the City Attorney and the CD Attorney on wording for these revisions pointing out staff could bring the final revisions to the October 7, 2015 council meeting if that is the Committee’s desire.

Mr. Weeks expressed appreciation for the update and commended RADA for stepping up to the plate stating he feels they are doing an outstanding job.  Mr. Weeks questioned if RADA plans to use funds to help with start-up businesses.  Mr. Green stated he does not think RADA would be participating in that area; however would probably consider underwriting a company that wanted to invest in startup business.

Ms. Crowder talked about the need to get the money invested quicker and asked if there is information on the type of business RADA would consider funding.  Mr. Green talked about the business explaining the presentation including the type of business they would not consider.  Ms. Crowder questioned if becoming a CDFI would in any way obligate the City and if RADA needs the City endorsement to become a CDFI.  City Attorney McCormick stated it would not obligate the City in anyway.  It was pointed out that RADA would submit the application which requires the City’s endorsement but not the City’s signature. 
Mr. Stephenson had questions concerning the relationship of CRAs and CDFIs and whether there is a range of income that CDFIs support.  Mr. Green talked about the requirement of CRAs investing in the community and getting tax credits. Mr. Stephenson questioned if there is some type policy stating that a certain percentage of the funding will go to certain areas with Mr. Green pointing out there would be no percentage but talked about the primarily emphasis of the program.  Mr. Stephenson read from the description of the uses of RADA funds and indicated he sees nothing that talks about low or moderate income.  City Attorney McCormick stated he felt that type language would be included in RADA’s incorporation papers.  Mr. Green talked about the support of the mission of a CDFI which has specific functions on low and moderate income.  The need to make sure the language is specific, need to see/know the definition of low and moderate income as defined by CDFI and the language/goals of RADA as it relates to low and moderate income contributions was  talked about.

It was pointed out RADA would like to submit the application to become a CDFI on October 23.  It was agreed that staff and the attorney would continue to work with Mr. Green on the language changes and staff would provide information on CDFI/RADA emphasis on low and moderate income – that is clarify that role.  Mr. Stephenson moved that the item be sent to council with the understanding clarification on the emphasis of low and moderate income would be provided and if sufficient, the committee would recommend approval of the changes in the agreement. The motion was seconded by Mr. Weeks and put to a vote which passed unanimously.  

Closed Session

Ms. Crowder stated a motion is in order to enter closed session pursuant to GS 143-318.11(a)(5) for the purpose of instructing City staff concerning negotiation for acquiring property in the following areas:  Pigeon House Creek stormwater improvement.  On behalf of the Committee, Ms. Crowder moved approval.  Her motion was seconded by Mr. Stephenson and put to a vote which passed unanimously.  The Committee went into closed session at 11:45 am.  Minutes of that portion of the meeting are covered in a separate document.

Gail G. Smith

City Clerk 
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