
City Council Minutes


December 7, 2006

COUNCIL MINUTES
The City Council of the City of Raleigh met in a special session at 4:00 p.m. on Thursday, December 7, 2006, in the City Council Chamber, Raleigh Municipal Building, 222 West Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present.

Mayor Charles C. Meeker, Presiding
Mayor Pro Tem James P. West
Thomas F. Craven

Thomas G. Crowder

Philip R. Isley

Joyce A. Kekas

Russ Stephenson

Jessie Taliaferro

The purpose of the meeting was to discuss economic development, including tax incentive financing (TIF).  Mayor Meeker called the meeting to order at 4:02 p.m.
CITY COUNCIL MEETING SCHEDULE – JANUARY 2007 - AMENDED

Before opening discussion of economic development, Mayor Meeker raised the issue of the January Council meetings.  The Council had already rescheduled the January 2, 2007 meeting to January 9, and the Mayor suggested changing the January 16 afternoon meeting to the afternoon of January 23 to allow two weeks between the Council meetings.  The joint zoning hearing with the Planning Commission scheduled for the evening of January 16 would remain as scheduled.  City Manager Russell Allen noted that changing the January 16 meeting to January 23 would require amendment of the previously adopted schedule for City-initiated annexations so the City would still meet the statutory requirements.

Ms. Kekas moved that the City Council meet at 1:00 p.m. and 7:00 p.m. on January 9, 2007; at 6:30 p.m. on January 16 for the joint zoning hearing; and at 1:00 p.m. on January 23.  Ms. Taliaferro seconded the motion.  Approval was unanimous and the Mayor ruled the motion adopted on a vote of 8-0.
ECONOMIC DEVELOPMENT – INFORMATION RECEIVED – TO BE PLACED ON THE JANUARY 9, 2007 AGENDA AS A SPECIAL ITEM

Mayor Meeker said that the last TIF meeting evolved into discussion of economic development issues.  Mr. Isley noted that at Tuesday's regular Council meeting, he had distributed copies of his proposal for an economic development policy.  Mayor Meeker replied that he had prepared a draft policy as well, in bullet point format.  He distributed copies of his proposed policy.

Mr. Allen reminded the Council members that they had met initially on October 19 to discuss project development financing and Council decided to broaden the discussion to include an economic development policy review.  He said that follow-up items regarding TIF and economic development were contained in the notebook Council received for today's meeting and staff would make a PowerPoint presentation.  Mr. Allen showed a slide of today’s agenda:  discussion of the City of Raleigh's economic development program with the Greater Raleigh Chamber of Commerce; Wake County's economic development objectives; an overview of the City of Raleigh's current economic development tools and strategies; economic development in peer cities; the Fort Worth, Texas TIF policy; and City of Raleigh economic development planning areas.  Ms. Taliaferro said that the agenda had not been provided with the backup material, and requested that meeting agendas be included with backup material in the future.
Mr. Isley said it appeared there is already an economic development strategy in the City's Comprehensive Plan adopted in July 2001, beginning with Section 4-5.1 titled "Economic Development Strategy."  He asked if there were any items in that strategy that should be discussed.  Mayor Meeker asked for copies to be distributed to the other Council members, then asked Mr. Allen to begin Staff's presentation.

Mr. Allen stated that some researchers define economic development generally as the pursuit of capital, jobs, and tax base.  Purposes for economic development include create quality jobs; enhance the tax base; revitalize local areas (business districts, corridors and neighborhoods); achieve local economic stability; and build a diverse economic employment base.  Cities pursue growth to survive.  A healthy tax base provides a diverse mix of residential and commercial land uses, increases land values, and promotes business prosperity and a good business climate.  Underlying assumptions of economic development are that private investment is the key to economic development and that public investment can serve as a catalyst to give confidence to private investors.
Adrienne Cole, City of Raleigh Marketing Director for the Raleigh Chamber of Commerce, said the Chamber serves as the primary sales and marketing director for the City of Raleigh.  This involves attraction of prospects (sales and marketing), prospect handling, retention, expansion, and business development and entrepreneurial support.  Marketing strategies for the City include direct marketing to companies (recently about 800 advanced medical care companies), the worldwide Web, and responding to those who contact the Chamber directly.  A slide in the presentation contained a list of possible additional strategies, including fast track permitting process (30 to 60 days) for new and existing companies; partner with the NC Department of Commerce on the One NC Grant Program; incentive grants to attract new companies and to compete with those who already have incentives similar to the County Program; consider partnering with WakeMed Hospital to develop the New Bern Avenue corridor; participate in the NC Department of Commerce Certified Industrial Site program to certify sites in Raleigh; and create guidelines for the use of financing tools such as project development financing (TIF) and others.
Ms. Taliaferro asked how much monetary support the City of Raleigh provides the Chamber  each year.  Ms. Cole replied the general budget is $147,500.  Two years ago, the City made a competitive edge commitment of an additional $50,000 per year for a total of $197,500.  The amount is disbursed to the Chamber in quarterly payments.  Ms. Cole provides the City Council with a quarterly report of the Chamber's activities for each quarter and at that time also requests the payment for the next quarter.
Ms. Taliaferro asked how the Chamber determines what sites to refer companies to when they inquire about sites, since the Chamber represents the greater Wake County area.  Ms. Cole said she and her co-workers notify each other of prospective companies for the area and when she is notified, she does her best to bring that company to Raleigh.  She will not show a company any sites outside of Raleigh.  If a developer is looking for residential or retail space, not commercial, she will refer the developer to the appropriate person or organization. 
Mr. West asked Ms. Cole if she had a different strategy for underinvested areas versus highly market-driven areas.  She replied it depends on the level that is being worked on.  First, they want to attract the company to the region and ultimately the City of Raleigh, then determine what the company's needs are and what kind of property the company is seeking (acreage, office, etc.).  Additionally, there are her roles with the Southeast Raleigh Assembly, the Raleigh Business Technology Center and the Raleigh Area Development Authority in looking at ways of strengthening that area of the City.  They will use whatever tools and methods are available to help drive projects to a job center in an area of the City that needs it.  Mr. West asked if it took more effort to create an economic development program in the more distressed or underdeveloped areas.  Ms. Cole said it was necessary to mitigate the risk to the client.  She believes Southeast Raleigh needs some job centers, which is one reason the Chamber is looking into recommending that the City partner with it to certify some industrial sites in Southeast Raleigh.  Wake County's only certified industrial site, located in Holly Springs, was just taken by Novartis, a health care products company.  There are large acreage tracts in Southeast Raleigh that could be certified as industrial sites and that would give Raleigh a competitive edge.  Mr. Stephenson asked what is involved in certification of industrial sites.  Ms. Cole said it is a North Carolina Department of Commerce program.  The property must be a minimum of 10 acres in size, the City must have the willingness of the land owner to partner with it, and due diligence activities would be performed ahead of time to mitigate risk to the client.  The certification program would be applied City-wide.  The Chamber has already mapped industrially-zoned tracts 25 acres or more in size all over the City in order to identify where certification is a possibility.  Planning Director Mitch Silver confirmed that Planning staff received an industrial study report several months ago that identified several sites in Southeast Raleigh that would qualify for this program.

Wake County Manager David Cooke talked about the County's economic development objectives.  He stated the County is failing in its first objective, which is to increase the non-residential percentage of the tax base and maintain the existing composition.  The County lost eight percentage points to residential in the last 10 years.  Residential is growing at a much faster rate than the rest of the tax base.  County-wide, the percentage is 72%.  The County is achieving its second objective, to increase per capita/median family incomes.  Other goals include increase employment in specific industries/clusters; maintain and enhance a healthy business climate for new and existing businesses; and partner with the Raleigh Chamber of Commerce and Wake County Economic Development Program.

Three slides of Wake County's economic development efforts exhibited the following information:

1.
Wake County Business Investment Grant Policy (BIG) – revised October 17, 2005

♦
to support the development of an economic environment that attracts or encourages new investment, creates new jobs and results in a diverse tax base.

♦
companies must meet both a new investment threshold and a new jobs threshold

♦
new companies may be eligible for a BIG grant for new investments, which exceed $100 million in 2004 dollars (or)



♦
companies can qualify if Fortune 500 headquarters relocation

2.
Additional BIG requirements:
♦
existing companies may be eligible for BIG which exceed $50 million in 2004 dollars provided that existing taxable assessed valuation exceeds $75 million in the year the grant is approved

♦
new companies eligible when 50 new jobs are created



♦
average wage must be 120% of the average wage for Wake County

3.
Wake County functions as the municipality in the Research Triangle Park (RTP) as related to development.


The County only participates with grant dollars in an amount equal or lesser than the dollar amount that the municipality itself is providing.


The County has an Economic Development Commission which advises the Board of Commissioners on economic development issues and assists in implementing County-wide economic development strategies.



Mr. Cooke said the County Commissioners must take into account the entire county when working on economic development policies.  Most of unincorporated Wake County is zoned residential.  Research Triangle Park (RTP) is the only industrially-zoned area of the County where the County acts as a municipality.  The Wake County Economic Development Commission meets every other month.
Mr. Isley asked if more commercial taxes are favorable, and Mr. Cooke responded affirmatively.  Mr. Isley asked if the County wanted to limit them.  Mr. Cooke replied that commercial development brings more tax base and little expense, while residential development is the opposite.  Mr. Isley stated the Council has been told repeatedly that the County would want to weigh in on every project development funding request, and asked Mr. Cooke what the County's specific position is.  Mr. Cooke said the County will have to develop a policy to take into account all municipalities in the County.  TIF projects will be location-specific, most likely located in cities.  With regard to developing those projects, the County will leave the decision to the City.

Mr. Crowder asked if the declining commercial tax base had a lot to do with the industry itself.  He said the County has a highly creative, professional, corporate environment whereas the tax base has traditionally not been that, and the County has no model to address that properly.  Mr. Cooke clarified that the County has a growing commercial tax base; however, it is not growing as fast as the residential tax base.  The type of tax base seen today is very different.  Historically, the manufacturing tax base has generated more in assessed value compared to jobs.  Today there is less tax base related to the number of jobs, because industry is mostly white collar instead of manufacturing.
Mayor Meeker asked if there had been certain projects the County decided not to fund and if so, what the issues were.  Mr. Cooke replied if the projects met policy, the County funded them.  The Mayor asked how the County incentives compared to State incentives.  Mr. Cooke used Fidelity as an example.  It was a $100 million project with an incentive of $6 million, so there is an approximate 6% incentive.  The One NC Fund requires local contributions.

Mr. Allen provided a sample of the City of Raleigh’s current investments in economic development.  They include low taxes and fees; roads and transit infrastructure support; quality of life (parks, culture, environmental protection); redevelopment areas (CDBG focused on housing and public/private partnerships); Raleigh Area Development Association (RADA); entertainment (RBC Center, Progress Energy Center, Alltel Pavilion, etc.); marketing and recruitment (Chamber of Commerce investment); housing bonds; support for the arts; travel and tourism – Convention and Visitors Bureau; low interest business loans; Brownfields grants; sporting events (MEAC); and business incubator (Business and Technology Center).  Slides were shown of the Raleigh Community Development Redevelopment Areas, Raleigh Low Income Census Tracts (2000 Census) and the current Southeast Raleigh Development Zone.  
Current City of Raleigh financing tools include pay as you go – CIP operating budget; grants/CDBG; general obligation (GO) bonds; certificates of participation bonds (COPs); new market tax credits; synthetic TIF (interlocal agreements); revenue bonds; project development bonds; grants/low interest loans; and the William S. Lee Act (being replaced by Article 3J tax credits starting January 1, 2007).
Mr. Allen said allowed public investment includes water, sewer and stormwater; transportation and streets; civic, cultural and sporting; low to moderate income housing; urban revitalization; transit oriented development; parking facilities; and workforce development.  New program opportunities include using CDBG for more infrastructure development; full-time City staff dedicated to economic development; infrastructure support or other incentives for manufacturing areas; identifying and targeting areas with stagnant or deteriorating tax bases; undeveloped or blighted areas; conservation areas; historic preservation; transit oriented development areas; low wealth area incentives for neighborhood businesses; strengthening partnerships with NC State University and other local colleges and universities; development a partnership with WakeMed Hospital; and creation of an economic development corporation.
Mr. Isley asked which of the current financing tools used by the City impacts the City's bond rating.  Mr. Allen replied they all could have some effect on the bond rating, but all are authorized as sources and will not create problems.  The rating agencies look at the level of debt, what the return is, how they are being managed, etc.  Mr. Isley said the GO bonds clearly impact the City's debt, as do COPs.  He asked how the City is paying back the COPs debt on the parking structure, i.e., if the City is essentially acting as a bank and paying the COPs debt from the General Fund before the parking deck starts being used.  Mr. Allen replied no, the parking fund is a separate self-standing fund.  The City is not contributing General Fund revenue to parking.  Mayor Meeker noted that any borrowing can affect the City's financial picture.  Mr. Allen stated when a City has a AAA rating, the rating agencies try to ensure the City does everything it can to maintain that rating.  If the rating agencies see the City is increasing its level of debt, that increase triggers a review.  Ms. Kekas asked if the City accepted a proposal on property development funding, would that be included in the debt.  Mr. Allen said it would be reviewed as part of the City’s pro forma management of its financial resources.
Mr. West suggested the new program opportunities mentioned earlier, with appropriate resources and staff, might be used to address the gap or disparity between the low income areas and the redevelopment areas.  Mr. Crowder added that the City's affordable housing is not located where the job centers are and as a result, citizens must commute to those job centers.  The City does not have economic development opportunities or job centers in these lower income areas and he is interested in providing more balance.

Ms. Taliaferro commented that the maps are very helpful and asked the City Manager to provide full-page color maps for all the Council members so they would be easier to read.  She thinks a partnership with WakeMed is great idea and suggested the City could also partner with Rex Hospital and Duke Health Raleigh.  Mayor Meeker said he and Mr. Allen met with them several months ago.  The challenge is to put together a program that is synergizing.  They are extremely small centers and the issue is what the City can do to enhance their situation.  Ms. Taliaferro said she would be happy to meet with the City Manager and representatives from Rex and Duke Health Raleigh.  She said the City must also think about communities on the edge.  The City has a responsibility to be proactive, as it is not healthy or responsible to let those communities get very bad.  Mr. Allen said that is identified in the fourth new program opportunity, "identify and target areas with a stagnant or deteriorating tax base.”  Mr. West said the challenge with these new program opportunities is to have a clear focus and a comprehensive plan that is well-coordinated so everyone is working together in a disciplined way.  The partners must focus on a coordinated plan that can be monitored and measured for success.

Mr. Craven returned to the issue of the parking fund and asked if the monies that the General Fund put into the parking fund in its early years had been transferred back to the General Fund.  Mr. Allen replied they had not been transferred back.  Mr. Craven asked for an estimated figure for that investment, and Mr. Allen said that information was not readily available.  He and the Mayor estimated it was probably $1-2 million over a long period of time, perhaps 20 years.
Senior Management Analyst Angel Wright-Feldman conducted the next part of the presentation, peer city economic development.  The cities were identified by the Chamber of Commerce.  Slide highlights are as follows:

Atlanta, Georgia

♦
The City of Atlanta jumpstarts redevelopment activity within the City's tax allocation districts.
♦
Implemented quality of life projects in underserved communities.

♦
Developed a 5-year Economic Plan for the City in December 2004.
♦
Atlanta outlined a set of seven goals for economic development.  A sampling of these goals is as follows:  create 60,000 new jobs in the City of Atlanta, grow property value in the City by $24 billion, and decrease the City's crime rate.

Mr. West remarked that a week to 10 days ago, he read in the Los Angeles Times about an area of Atlanta that is the mecca of black businesses.  The area is undergoing transformation and creating mixed use opportunities connecting to other development.  Mr. West believes this is an example of the kinds of things Raleigh faces with its initiatives, and asked Ms. Wright-Feldman to obtain more information about this.  She asked if it was the Auburn Avenue corridor, and Mr. West said it probably was.

Richmond, Virginia

♦
The City has an Economic Development Department that has been in existence for six years.

♦
Richmond has identified several community partners under the umbrella of the Greater Richmond Partnership.


♦
Roughly 90% of their commercial and industrial sites are in an enterprise zone.


♦
Works with City departments to expedite the permitting process for businesses.

Austin, Texas

♦
Adopted a new Economic Development Policy in 2005.
♦
This policy created Desired Development Zones.
♦
Created a firm-based incentive policy for businesses expanding or establishing new locations in the City.
♦
Provides a Small Business Development Program office which empowers small businesses in order to strengthen their business capability and survivability.
Highlights of the Fort Worth, Texas TIF Policy


♦
Each TIF application must demonstrate that:
i.
"But for" the creation of a TIF, quality development is not likely to occur in the proposed area without financial assistance from a TIF; and/or

ii.
An area is ripe for development or redevelopment provided that public infrastructure is constructed to support the revitalization of the area; and/or

iii.
Use of a TIF is the appropriate incentive tool to recruit or relocate a catalyst project worthy of public investment; AND

iv.
The area proposed for designation as a TIF will have an increase in real property taxable value within the first two years following designation.

♦
The stated purpose of the policy is to "Encourage central city revitalization and those other target areas identified by the City Council by leveraging private investment for certain types of development activities that support the goals outlined in the City's comprehensive plan."

Mr. Stephenson said with regard to the Austin, Texas Desire Development Zones, it was his understanding that Austin had something like a sustainability index that helps the City rank potential sites for economic development.  Ms. Wright-Feldman said she has a copy and will provide him one as well.

Assistant Planning Director Ken Bowers presented preliminary ideas regarding economic development from a geographic perspective and said he would start out with four points.  First, he addressed Mr. West's question regarding what is being done to promote economic development in areas that have chronic underinvestment.  To eliminate that is a policy Mr. Bowers calls "local area economic development" which is undertaken not just from the perspective of general numerical goals such as increasing the City's nonresidential tax base and number of jobs, but also looks to revitalize and stimulate investment in underinvested areas.  

Secondly, Mr. Bowers pointed out that project development financing, by its very nature, is tied to a district.  It is a local area development tool and has limitations in the State of North Carolina.  Third, the existing Comprehensive Plan already incorporates Small Area Plans as part of this structure.  Small Area Plans include Neighborhood Plans and Corridor Plans.  They do not have a strong economic development focus; their focus is concentrated on land use policies and non-specific capital investments.  Fourth, the City of Raleigh does have an economic development element in the Comprehensive Plan, but it does not have a strong geographic scope.  Mr. Bowers noted that the primary focus of Raleigh's identified redevelopment areas has been on housing rehabilitation.

Mr. Bowers proposed a fifth item, i.e., a new category of Small Area Plan to be known as the Economic Development Area.  Characteristics of Economic Development Areas include significant blight; obsolescence; extraordinary site impairments such as contamination; persistent economic underutilization; or particular suitability for future economic development.  An area would only need to exhibit one, not all, of these characteristics to qualify as an Economic Development Area.  The proposed definition for an Economic Development Area would be "a small area programmed and prioritized for public investment and potential public/private partnership intended to catalyze economic development both within the district and in the surrounding community."
Planning for Economic Development Areas would include (1) each would have a "Small Area Economic Development Plan"; (2) the plan is a prerequisite for designation; and (3) the plan would address existing conditions, proposed land uses, urban design, public investment priorities, specific development projects and proposed financing mechanisms.

Mr. Bowers noted four items in planning for Economic Development Areas that are related to project development financing:  (1) TIF District requires LGC approval; (2) without a specific project requiring local bonding, there can be no TIF District; (3) Economic Development Area is a local designation implemented through the Comprehensive Plan; and (4) under certain circumstances, an Economic Development Area may become a TIF district.

Mr. Crowder asked what would make a developer choose an Economic Development Area over an area that would be more suitable for future economic development.  Mr. Bowers replied that the City's goal is to provide an ability for the City to be proactive in establishing development.  Adoption of a plan would establish a clear policy that the City would like to see economic development in that particular area.
Mr. Craven asked how TIF would encourage redevelopment of blighted areas.  The biggest desirable is that land costs are significantly reduced.  Private lenders are not encouraged to be on the cutting edge of development and cannot rely on tax liens to recoup investment.  A TIF policy should have a tremendous potential to finance blighted areas.

Mr. West used the Garner Road redevelopment initiative as an example.  Charrettes were held and a consultant hired to create a re-use plan to encourage the interest of developers.  Unfortunately, funding has not been provided so the plan is faltering.  The City needs to stimulate involvement with private investors.  He asked how a project like the Garner Road redevelopment would fit into these criteria.  Mr. Bowers replied he was not familiar with that project; however, it sounds like it would be the type of undertaking that would be very well-suited for the Economic Development Area proposal. Mr. Silver added that once the designation is in place, it is necessary to look at the balance of public and private investment based on location.  Garner Road may not receive as much private interest, so the balance is made by public investment and contribution.  Because there are so many redevelopment areas, the limited redevelopment funding cannot address all the needs within the non-redevelopment areas.
Mr. Stephenson asked Mr. Bowers if he thought one of the financing tools mentioned earlier might be better than the others with regard to small area economic development plans.  Mr. Bowers replied he does not have the expertise in municipal finance to answer that question.  Every instrument of municipal debt has certain advantages and disadvantages, and circumstances would dictate which would be the best financing tool to use.  A city would need to look at the appropriateness of a financing method for a project and the rate of repayment, including interest.

Mr. Allen concluded the presentation with a list of questions from staff's perspective:

1.
Should the City's economic development efforts be expanded?
2.
Should Economic Development Areas be a part of the Comprehensive Plan update?
3.
If expanded, what staff, financial resources, policies, partnerships, etc. are needed to be successful?
4.
Is project development financing a desired new tool?  If so, what are the criteria for eligibility?
Mr. Allen said he and the City Attorney have indicated previously that the City already has enough existing financing tools to perform any expanded redevelopment it desires.  In his opinion, the City does not need project development financing.  A special circumstance may arise where it might be helpful, and if the Council decides it wants to use project development financing in that circumstance, it will be necessary to have criteria for use.  That is a developer-initiated process and the criteria must be clear and specific so the development community will know what types of projects qualify for this type of financing.  Mr. Allen concluded by stating that staff needs direction from the City Council on these four questions.
Mayor Meeker said he had briefly looked at the handout from the Comprehensive Plan that Mr. Isley provided at the beginning of the meeting, but did not see anything about TIF or project development financing.  Mr. Isley said this is an economic development strategy that has been in place since July 2001.  He pointed out Goal 2 on page 5, and said in his opinion it would include TIF.  That goal states:

"Promote land uses that produce a net revenue gain for the City, consistent with the Urban Form guidelines in Chapter 3 of the Comprehensive Plan.  The City should:
•
Identify development patterns for higher density uses that produce a net revenue gain and meet the City's development objectives.

•
Prepare target strategies in key locations to promote higher-intensity mixed uses that make efficient use of City infrastructures."

Ms. Taliaferro said Council should remember this strategy is from a draft of the 2001 Comprehensive Plan.  In 2001 there was no TIF available in the state, so to look specifically for those words is unfair.  The Mayor disagreed with the characterization that it was unfair, and said the point is that TIF is not in this plan and must be added to the Comprehensive Plan.  Mr. Isley opined that the words "net review gain" indicate that whatever the City does, it wants to make money.  Making money is an economic development strategy.  Ms. Taliaferro said the City has been incentivizing development in downtown Raleigh, and language for that strategy needs to be added to the Comprehensive Plan as well.

Ms. Kekas asked the City Manager about the TIF examples from different states that were provided in the notebook.  She said Mr. Allen had stated that Raleigh has comparable financing tools without using project development funding.  Ms. Kekas asked if these states have the same financing tools and if they do, why they chose to use TIF.  Mr. Allen clarified that because of Raleigh's excellent financial condition, he was speaking specifically about Raleigh when he said the City did not need project development financing.  Project development financing would be a very useful tool for other jurisdictions where there is no economic development or no credit ratings and it would be very helpful to them.  The City's financial strength gives it the ability to use the existing financing tools listed earlier..

City Attorney Tom McCormick interjected that Ms. Kekas was correct.  There are different laws and regulations for each state.  Some states do not have the ability to use COPs, for example, so TIF would be a more appropriate use.  The key issue is whether the City's economic development efforts should be expanded.  The City Council already has financing tools that can be used, so the real issue is how and where it wants to expand.

Mr. Crowder raised the issue of incentives.  He said Downtown Raleigh is not the only area that received incentives or subsidies.  Previous Councils used incentives in North Raleigh in its early development days when the City's core was primarily south of the Beltline, and the use of incentives can be seen throughout the entire City.  With that expansion, a lot of jobs have now left the downtown area and other areas of the City, and they are quite distressed areas.

Mayor Meeker said he could not speak to prior administrations, but the current seated Council makes major capital investments every year in water, sewer, roads and infrastructure for new residential and commercial development.  Mr. Craven agreed with the Mayor and said these investments have been repaid by user fees.  The parking fund is a classic example; the City invested heavily in that but it has not repaid itself.  He said there are different ways to finance infrastructure and he hopes the Council members will be revisionists in their historical recollections of how these things are funded.  Mayor Meeker agreed that water and sewer utilities are repaid through user fees, but items such as parks are paid by the General Fund.  Ms. Taliaferro added that the increased tax base is now paying for those investments.
Ms. Taliaferro raised the issue of the North Carolina Department of Commerce Certified Industrial Site program.  She said East Raleigh has a lot of investment sites that developers are not interested in.  She suggested the Council act now to give staff the authority to participate in the Certified Industrial Site program.
Mr. Allen asked that a representative from the Chamber of Commerce describe the program and how it works.  Ms. Cole said she will print the program from the Department of Commerce Website and provide the Council members with copies.  The cost varies depending on factors such as the size of the site and the participation of the owner.  The Chamber is already looking into how to accomplish the program economically in the City of Raleigh and throughout Wake County.  Part of economic development is product development, and the City wants to make sure it has an available product to offer investors.  Mayor Meeker asked how often industry representatives look at Raleigh.  Ms. Cole replied it has been mostly biotech companies and pharmaceutical manufacturers recently, not traditional manufacturing companies.  The Mayor asked what would be involved in conducting a review of potential sites and the cost for such a review.  Ms. Cole replied the Chamber has already performed an analysis of the industrial site survey.  Cost will depend on how many acres the City would want certified, how many wetlands are on the site, etc.  Mr. Silver added that approximately 10 potential sites in the City have been identified as eligible for the certification program, mostly in Southeast Raleigh and a couple in Southwest Raleigh.  Approximately 200 potential investors have looked at sites in Raleigh over the past few years, but because the sites were not certified, the investors opted to locate elsewhere.

Mr. West asked if there was any assurance that participation in the certification program would achieve City goal(s), and if any research existed to compare participation versus non-participation.  Ms. Cole said she was unaware of any research, but certification is one more "edge" to help market the community nationally.  Mr. Bowers added that the purpose of the Certified Industrial Site program is to perform due diligence to show a site is developable and ready for development, and to guarantee that a developer can move forward in a timely manner.  Economic investment decisions are time-sensitive and state certification saves a developer six months to a year in performing that due diligence.  Ms. Cole said there are private consultants who will certify sites, but they are very expensive and she recommends participation in the Department of Commerce program.  Mr. Allen suggested the City could offer the private property owner a grant to have the site certification done.
Mr. Isley explained that his draft policy for project development financing (PDF) was prompted by the Dorothea Dix property issue.  He wanted something in place that would say to the State “This is how we will pay for and develop this property.”  His policy has a PDF term of 30 years, while the Fort Worthy policy's term is 20 years.  Mr. Isley said this is an invitation for the private sector to provide the Council with visionary properties to review and decide whether or not to help build them.  He also wanted to make sure the City would not be floating money at any time and that the money would be paid back at a higher level, or at least breaking even in the worst case scenario.  The policy requires an economic impact study.  Mr. Isley said he made the policy to mirror the North Carolina General Statutes (NCGS).  The City does not have a true “but for” test, and although the NCGS state that blight is one aspect, Senator Malone told the Council previously that it is not the only aspect.  Mr. Isley cited the last two sentences of Senator Clodfelter's letter to Ms. Taliaferro regarding project development financing:  "I'm sure your City Attorney can take you through the specific provisions of the Local Development Law of 1925, but the main point is that the statute is not limited to areas that are designated as blighted areas.  While project development financing may be useful in connection with projects located in redevelopment areas, it was not drafted nor intended to be limited to those areas."  Mr. Isley believes the success of any project in a PDF district depends on outside dollars flowing into those areas of the City identified by the City Council as worthy of the project.  He did not want to limit his proposed policy to any specific area of the city.  He wanted it to be available City-wide and not set artificial bars to involvement.
Mayor Meeker thanked Mr. Isley for preparing the draft policy.  He said the Dorothea Dix project is fundamentally different from other projects as it will be owned by the City.  He said Mr. Isley's policy is different from any of the policies contained in the notebook.  Lack of specific standards and requirements could make the Council's decision subjective and might result in loss of tax base.

The Mayor read the bulleted items in his proposed policy:

I.
Requirements



A.
Blighted site in a low-wealth part of the City or a contaminated parcel.

B.
Project cannot proceed without public subsidy for infrastructure or abatement of pollution.



C.
25% of any residential units must be affordable.



D.
Wake County agrees to participate on a pro rata basis.


II.
Limitations

A.
Public subsidy cannot exceed 75% of taxes otherwise due on the incremental amount of development beyond that which otherwise would occur.



B.
Subsidy cannot extend beyond seven years.

C.
Minimum tax agreement to guarantee cash flow to fund public subsidy is required.



D.
Public subsidy to be repaid if agreed-upon development does not occur.

Mayor Meeker explained that "affordable" is typically defined as 60% of the median income.  Ms. Taliaferro expressed concern that if the City targeted blighted areas and required affordable housing, it might be necessary to introduce market rate housing into these areas to change the economic base, and this might be a conflict.  Mayor Meeker replied that no housing is required.  However, if housing is included in a TIF project, then 75% of it could be market rate.

The Mayor added a component "E" to the requirements on his list, and that component was employment.  It would require wages to be above the community average, or 120% of Wake County’s average.

Mayor Meeker said his final point was that much of what the City has been doing is successful, such as housing initiatives in Southeast Raleigh.  However, the City has not had much success in bringing in new employers around the Garner Road area, etc.

Chairman Crowder said he agrees with the affordable housing component of the Mayor's draft.  Mr. West suggested that with regard to affordable housing, clarification was needed for blight versus low income housing area.  The Council would need to analyze each particular situation as closely as possible because the scattered site policy has long been a policy and there might be hidden consequences.  He also believes the additional requirement of employment will need analysis.
Mr. Craven asked the Mayor about Item I.B of his draft.  He did not know if it meant nothing happens on a site without this financing approach or what is being proposed would not happen.  Mayor Meeker said it meant what is being proposed would not happen without TIF.  Mr. Craven wanted to know who would monitor the 120% requirement of the new employment item.  An entire district would have to report, not one employer.  The Mayor replied he did not know how it would be monitored, but it would need to be.  With regard to Item II.B and the effects of inflation on the revenue stream, Mr. Craven asked if it would be necessary to assume there would be a property revaluation in a 10- or 15-year period, and the value of money would remain constant if not increasing over the same period.  Mayor Meeker said the tax rates decrease over time, but a financial analysis would probably be necessary.  Mr. Craven said this model adjusts according to every other tax burden City has.  He sees seven years as a crippling number, and said no significant investments would be repaid over seven years.  Mr. Craven stated Item II.D could be referred to as a default condition.  He did not see that in any other policies, but did see it in the sample agreement.  He has no problem adding default statements to the agreement, but does not think they should be in the policy.  Mr. Isley commented that tax would be in the first lien position on the property.

Brief discussion began regarding the Dorothea Dix property and TIF.  The City Attorney encouraged the Council not to talk about the Dix property and project development financing.  At the Council's direction, he and the City Manager already had meetings about how to accomplish that project and it appears project development financing will not work for it.  It is not the best example for this discussion.
Mayor Meeker suggested the Council members look at the broader picture as suggested by the City Manager’s questions.  He would look at Southeast and Southwest Raleigh and Capital Boulevard as areas that need additional economic development.  Mr. West asked what kind of process is needed to answer the City Manager’s four questions.  The Mayor replied Council has two more events between now and Christmas.  He suggested this item be placed on the January 9 meeting agenda.
With regard to the City Manager's question #2, Ms. Taliaferro said she thinks the Comprehensive Plan update will identify Economic Development Areas.  Constituents often ask her how bad things have to be before the City will help them.  She recommended that the Council ask the Planning Department to take on economic development as part of the Comprehensive Plan update.  Secondly, with regard to dense walkable environments, she asked if the Council wanted economic development tools to make those happen in target areas rather than wait for a 30-year development.
Mr. Crowder stated many quality of life issues have been brought to the City Council and Council chose not to take them on.  One such issue is that criminal activity be added to the PROP ordinance.  He suggested the Council could make the private sector responsible in its investment properties throughout the City to protect quality of life for citizens.

Mr. Craven said most of today's dialogue has been on how to implement PDF as a way to modify outcome.  The outcome he would like modified is to increase tax revenues without increasing tax rates, and he thinks PDF is an opportunity to do so.

Other Council suggestions included defining terms (for example, "blighted"); defining Economic Development Areas, including geographic maps of those areas; being proactive and looking at potential risk areas, not just areas that already are stagnant and have problems; and identifying and including areas that have potential for success.
ADJOURNMENT

There being no further business, Mayor Meeker adjourned the meeting at 6:14 p.m. 
Leslie H. Eldredge

Deputy City Clerk
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