Budget and Economic Development Committee

November 10, 2015


BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE
The Budget and Economic Development Committee met in regular session at 11:00 am on Tuesday, November 10, 2015 in Room 305, Raleigh Municipal Building, 222 West Hargett Street, Raleigh, NC with the following present.

Committee




Staff
Mayor McFarlane, presiding


City Manager Hall

Councilor Crowder



Associate City Attorney Poole

Councilor Stephenson



Assistant City Manager Greene

Councilor Weeks



Economic Development Director Sauls

Ed Buchan, Environmental Coordinator
Mayor McFarlane called the meeting to order and the following items were discussed with action taken as shown.

Item 13-01 - Economic Development Incentive/Business Investment Grants.  Assistant City Manager Greene gave a history of this item beginning in September 2014 when it was referred to as the Economic Development Incentives.  He explained the discussions which had taken place and the Council desire to have a policy as part of the   Council’s strategic plan as part of the Economic Development Tool Kit.   He explained currently the Council is looking at incentives on a case/case basis and requested that Staff come back with a program that will help provide consistency, guidance.  Staff and the City Attorney’s office working various stakeholders – Chamber, County, State, etc., has developed and is recommending a Business Investment Grant (BIG) which will provide consistency, etc.  He talked about the targets of the policy which includes job growth, performance based, retention of existing/expanding and proposed business. Assistant C/M Greene explained if a request meets all of the requirements, the grant is not guaranteed, all must come to the City Council for consideration – approval/denial.  He stated this is not a “silver bullet”, it is one of the tools for the economic development toolkit and there is still a lot of work to do on developing the toolkit.

Economic Development Director Sauls provided Committee members with a draft of the proposed BIG.  He provided a PowerPoint outlining the following highlights:  

Goals of the ED Toolkit


Promote ED in all of Raleigh


Support small and large business growth/development

            Diversify our economy – international, small business, minority and women     


Owned
Involve private sector, State, County, schools and nonprofits

Offer different tools for different applications

Provide clear policy/program/strategy guidance for staff/Council

Promote business-friendly environment

Balance development with neighborhood/historic protection

Encourage economic prosperity and equity  

Mr. Sauls talked about the strategic plan – economic develop and innovation; how we got to this point, the proposed BIG, program guidelines for new or existing business as follows:
                                                  INSIDE                  

   OUTSIDE
Investment (minimum)            $20,000.000


  $50,000,000

Job creation (new) 
                   20


                   50

Wage Rate                          100% of county average               %100 of county average

Terms + Amounts              7 years/75% property taxes           5 years/50% property taxes           

                               

Paid




Paid

Compliance Provisions      Performance based                        Performance based

Mr. Sauls went over the guidelines for Headquarters (a regional, division, US or international facility housing one or more executive level management at the facility) – as $10m minimum investment, 50 new jobs created; wage rate – 100% of county average; 7 years/75% property taxes paid and performance based.

Mr. Sauls went over the guidelines for state matching grant – Job Development Investment Grant (Session Law 2015-259 indicated a local government is required to have participated in recruitment and offered incentives in a manner appropriate to the project – that is the only definition one can find)as follows:  
Job Creation (new)
50
Grant amount
Up to $1,250 per new job or amount granted via BIG   

Wage Rate
100 % of the county average    

Terms/Amounts
Grants are based on new jobs created.  Payments are made in five equal installments.  Payments are made once the minimum new jobs are created

Compliance Provisions
Failure to maintain these levels during the grant term will result in suspension of grant payments until such time as the levels are once again met and maintained within the maximum grant period.
Mr. Sauls highlighted the targeted industries - manufacturing, transportation, professional services, design/Creative industries, biotech/pharmaceuticals, headquarters, financial services/insurance; information technology, emerging technologies/industries, industries that create synergy with programs of focus at local universities. Questions from the committee followed as to how/if particular companies would fit Mr. Sauls listed the projected eligible/targeted areas:
Glenwood Ave NW from Pleasant Valley to Ebenezer Church Road

Falls of Neuse Road from Lynn Road to Newton Road

Mini City

Atlantic Avenue from I-440 to Spring Forest Road

Capital Blvd from I-440 to Mini-City

New Bern Avenue/I-440 East

Capital Blvd from Downtown to I-440

Saunders North

Wilmington Street from Tryon Road to I-440

Hillsborough St/University North

Down East

Poole Road South

I-440 Southeast

Auburn Church

I-440 South from Lake Wheeler Road to South Saunders Street

Oberlin Village

University West

NC 54/Jones Franklin Road

Mr. Sauls asked for feedback and recommended the item be recommended to the full Council again pointing out just because a company met all the criteria would not mean it would receive a BIG.  All grants would have to be approved by the City Council. 
Changes in the State policy and how a BIG and JDIG grant would work or be considered was vetted.  The “catch-all” category of “industries that create synergy. . .” was put in so that new/innovative ideas companies/technologies could be considered if the Council so desired. 

In response to questions from Councilor Crowder, Mr. Sauls explained the performance based meaning which will require companies to perform before receiving the money.  If a company does not meet the time/job creation, etc., requirements, they do not get the grant money.  Mr. Sauls stated he would never recommend a grant process in which the money is paid upfront as it is difficult/impossible to get the money back if the company does not perform.  Mr. Weeks had questions about situations such as the purchase by Walmart of the large tract at the intersection of Rock Quarry/Sunnybrook but never developed with it being pointed out they would not get a grant as they have done nothing to meet the various guidelines.  Many developers buy and land bank property-however the possibility of getting a BIG may encourage the development of the property.

Committee members commended staff for a job well done.  Mr. Weeks moved approval of the BIG as presented.  His motion was seconded by Mr. Stephenson and put to a vote which passed unanimously.

Ray Farm – Watershed Protection Project.  Environmental Coordinator Buchan explained the following item:
DESCRIPTION/SUMMARY:  
The Ray Farm consists of 36 forested and pasture acres in Wake County, immediately south of Highway 56 west outside of Creedmoor.  The project will be a fee simple purchase by the Triangle Land Conservancy, who will also provide stewardship services for the site.  The project is directly adjacent to the Army Corps of Engineers property boundary and will protect 2,170 feet of several streams which drain directly into Falls Lake.  The property has been an active farm, and this project represents an opportunity to remove a source of agricultural nutrient inputs to Falls Lake.  The property scored 3.00 out of 5.00 using the previous UNCWI priority model and 5.36 out of 10.00 using the updated UNCWI priority model.  City is being asked for $133,792 towards the total project cost of $337,032 with the remaining funds provided by a landowner donation in the amount of $83,448 and Wake County’s Open Space program $119,792.  The property will remain in a natural state with guided hikes offered by the Tar River Land Conservancy.  
BUDGET IMPACT (FUNDING SOURCE/BUDGET ACTION):  

$133,792 is being requested.  Funding is available in account number 320-5210-737010-73731-CIP01-81010260 and will not require a transfer.
RECOMMENDATION:  
The Watershed Protection Review Board recommends funding for the project. Public Utilities staff supports this recommendation based on the water quality benefits of the project.
ALTERNATIVES:  
If no protective action is taken, the property would likely return to active agriculture or potentially developed for residential/commercial development.   
Mr. Buchan indicated this was an agricultural site (rotation farming) which will be taken out of production.

Ms. Crowder moved approval.  Her motion was seconded by Mr. Weeks and put to a vote which passed unanimously.

Adjournment.  

There being no further business, the Mayor ruled the meeting adjourned at 11:45 am

Gail G. Smith

City Clerk   
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