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ECONOMIC DEVELOPMENT AND INNOVATION COMMITTEE

The Economic Development and Innovation Committee met at 11:00 a.m. on Tuesday, April 26, 2016 in Conference Room 305, of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 W. Hargett Street, Raleigh, North Carolina, with the following present.



Committee




Staff
Mayor McFarlane, Presiding


Assistant City Manager Greene

Mrs. Crowder




Economic Development Director Sauls

Mr. Gaylord




Associate City Attorney Poole

Mr. Thompson



Assistant Planning Director Fox






Planner I Beth Nooe
These are summary minutes unless otherwise indicated.
Mayor McFarlane called the meeting to order and the following item was discussed.
Item #15-01 – Economic Development Tool Kit.  This item was previously discussed at the Committee’s March 22, 2016 meeting and held over for further discussion.  Assistant City Manager Greene gave a brief overview of today’s item noting staff will be taking about the proposed Building Upfit Grant program.

Economic Development Director James Sauls presented the following information:

PURPOSE:

The City of Raleigh sponsors the Building Up-fit Grant to provide assistance to property owners and businesses in the improvements, renovations, and/or additions of their interior spaces.

QUALIFYING PROJECTS:

In order to qualify for funds, all of the following conditions must be met by the applicant: 

· The subject real property must be located within the City of Raleigh.

· The property must be subject to City of Raleigh ad valorem taxes.

· The applicant must be the owner of the property or have a fully signed lease and written approval from the property owner supporting the improvements to be made.

· Capital investment is defined as expenditures for improvements, renovations, and/or additions to the property and cannot be for personal property located upon or used in connection with the property.

· The improvements, renovations and/or additions to the property must have been undertaken after the date of the adoption of this policy and after the application for an appropriate permit from the City of Raleigh.

· The space or building must be an office, retail (includes soft goods, restaurants and breweries) or industrial.

· Program excludes bars and night clubs.

· Space or building can be new or existing.

DISQUALIFYING FACTORS:

Improvements, renovations and/or additions to property shall not qualify for grants under the program for which the following disqualifying factor exist:

· The property owner is delinquent in the payment of any taxes, assessments, fees or other debts owed to the City and such tax delinquency is not resolved to the satisfaction of the City

GRANT SPECIFICATIONS:

· Grant applications will be accepted quarterly

· Grant amounts up to $50,000 outside Target Areas for Economic Development and up to $100,000 within Target Areas for Economic Development

· May be used in conjunction with a City of Raleigh Façade Grant
· Requires a 1:1 match by the tenant or property owner

SCORING:

	Criteria
	Max Points

	Level of capital investment

· $5,000 - $25,000 (5 points)

· $24,999 - $49,999 (10 points)

· $50,000 or more (15 points)
	15

	Square feet of space

· 250 – 499 (1 point)
· 500 – 999 (2 points)

· 1,000 – 1,499 (3 points)

· 1,500 – 1,999 (4 points)

· 2000 or more (5 points)
	5

	Within Target Areas for Economic Development (Attachment 1)
	20

	Appropriate rehabilitation of a contributing building in a designated historic district or individually listed historic district
	5

	Rehabilitates a deteriorated and/or dilapidated property
	20

	Reuses a vacant or underutilized property
	15

	Abates an environmentally impaired building (ie. lead, asbestos, brownfields, etc.)
	5

	Located in a designated transit route or corridor
	5

	Project provides retail space
	10

	TOTAL POSSIBLE POINTS
	100


MINIMUM SCORING:

· Applications must score a minimum of 50 points to be considered for a Building Up-fit Grant

· Tie scores will be broken based on overall project scope and at the discretion of the grant review committee 

GRANT PROCESS:

All grants made pursuant to the program shall be administered and approved in accordance with the following process: 

1. The applicant must obtain all appropriate permits before any improvements, renovations and/or additions are undertaken.

2. After obtaining the necessary permits, the applicant must complete a Building Up-fit Grant application (Attachment 2). 

3. The Office of Economic Development will review all of the grant applications under consideration. 

4. Projects with the highest scores will be considered first.  Tie scores will be broken based on overall project scope and at the discretion of the Office of Economic Development. 

4. The Office of Economic Development shall give written notice to each applicant of the approval or disapproval of each grant application. 

UPON APPROVAL:

· Any changes to the project must be approved by the Office of Economic Development, in order to qualify for reimbursement

· Once the grant is approved, the grantee has six months to begin construction, one year to complete the project and open for business.  If one or all of these criteria are not met, then the grantee will be notified in writing that the grant is terminated.  Grantees can request an extension if nearing the 6-month or one year lapse points.  One extension may be granted, per project, at the discretion of the City’s Economic Development Manager.

· The grant funds are paid on a reimbursement basis only.  Funds will be dispersed no later than 30 days following project completion, provided that paid invoices for eligible project costs are submitted to the Office of Economic Development and the grantee is open for business. 

· Grant award does not imply building plan permit approval.

· All projects are subject to applicable zoning and building codes.

Plans and specifications sufficient to describe the proposed work are attached.  By requesting a Building Up-fit Grant, I understand and agree with the following conditions: 

1. The subject real property must be located within the City of Raleigh.

2. The property must be subject to City of Raleigh ad valorem taxes.

3. The applicant must be the owner of the property or have a fully signed lease and written approval from the property owner supporting the improvements to be made.

4. Capital investment is defined as expenditures for improvements, renovations, and/or additions to the property and cannot be for personal property located upon or used in connection with the property.

5. The improvements, renovations and/or additions to the property must have been undertaken after the date of the adoption of this policy and after the application for an appropriate permit from the City of Raleigh.

6. The space or building must be an office, retail (includes soft goods, restaurants and breweries) or industrial.

7. Program excludes bars and night clubs.

8. Space or building can be new or existing.

5. The applicant must obtain all appropriate permits before any improvements, renovations and/or additions are undertaken.

6. After obtaining the necessary permits, the applicant must complete a Building Up-fit Grant application (Attachment 2). 

7. The Office of Economic Development will review all of the grant applications under consideration. 

8. Projects with the highest scores will be considered first.  Tie scores will be broken based on overall project scope and at the discretion of the Office of Economic Development. 

5. The Office of Economic Development shall give written notice to each applicant of the approval or disapproval of each grant application. 

6. Any changes to the project must be approved by the Office of Economic Development, in order to qualify for reimbursement

7. Once the grant is approved, the grantee has six months to begin construction, one year to complete the project and open for business.  If one or all of these criteria are not met, then the grantee will be notified in writing that the grant is terminated.  Grantees can request an extension if nearing the 6-month or one year lapse points.  One extension may be granted, per project, at the discretion of the City’s Economic Development Manager.

8. Grant award does not imply building plan permit approval.

9. All projects are subject to applicable zoning and building codes.

12. Applicant shall spend an amount on improvements, renovations and/or additions at least equal to the amount of public grant funds expended.  The grant shall be awarded only after the work has been completed and a final inspection has been made by the Office of Economic Development to determine that the work has been satisfactorily and entirely completed according to approved plans and specifications.  Proof of costs and payment, in the form of paid invoices, will be required.

13. The grant funds are paid on a reimbursement basis only.  Funds will be dispersed no later than 30 days following project completion, provided that paid invoices for eligible project costs are submitted to the Office of Economic Development and the grantee is open for business. 

DISQUALIFYING FACTORS:
Improvements, renovations and/or additions to property shall not qualify for grants under the program for which the following disqualifying factor exist:

· The property owner is delinquent in the payment of any taxes, assessments, fees or other debts owed to the City and such tax delinquency is not resolved to the satisfaction of the City

GRANT SPECIFICATIONS:
· Grant applications will be accepted quarterly

· Grant amounts up to $50,000 outside Target Areas for Economic Development and up to $100,000 within Target Areas for Economic Development

· May be used in conjunction with a City of Raleigh Façade Grant
· Requires a 1:1 match by the tenant or property owner

OUTREACH + PROMOTION:
· City’s website

· Social media

· Distribute to partner organizations

· Distribute to CAC committee chairs

· Distribute to building owners, developers and consultants

· Brochures

· Other creative ways that may be identified
PROS:
· More recipients could receive grants

· Grants could be used in more geographic locations
CONS:

· Limits opportunities in multi-tenant buildings

· May not be multiple users with capital to meet grant match requirements

· Does not allow growing companies to receive grants

BUDGET NEEDS:
· Program does not currently have funding

· Office of Economic Development proposing $500,000 in FY 17 budget if approved by City Council

Mr. Sauls noted eligible upfit projects include HVAC improvements, structural repairs, etc.; however, items such as furniture, cubicles, and computer systems are not eligible for the upfit grants.  
Discussion took place regarding City match funds with Economic Development Manager Sauls noting any funds invested in building structure benefits subsequent tenants with Mrs. Crowder expressing concern regarding maximizing the City’s return on investment.

In response to questions, Economic Development Manager Sauls stated bars and nightclubs are defined as businesses with 70% and greater of sales are generated from the sale of alcohol.

Discussion took place regarding whether the applicants are required to obtain a Certificate of Occupancy before applying for the grants.

Mrs. Crowder questioned if the Council is looking for a different tenant mix than exists in a geographic area, whether there would be potential harm in having too many tenants of similar services offered citing Glenwood South as an example of concentrated like-businesses with Economic Development Manager Sauls reiterating bars and nightclubs were not eligible to participate in the program; however, staff could review the requirements to better define eligibility.
Assistant City Manager Greene noted there are certain parts of the City that need restaurants, and that is why they were included in the program.

Discussion took place regarding project scoring and priority classifications with Economic Development Manager Sauls noting projects located within target areas are given a higher priority.  

Mr. Thompson expressed concern regarding the approval process, especially regarding landlords who have tenants ready to move ahead with the upfit project with Economic Development Manager Sauls noting staff could be more flexible with the approval process and stated staff will evaluate the process every quarter to see what changes could be made.  He went on to point out there are 4 Economic Development staff assigned to the upfit grant program with Mrs. Crowder suggesting with only 4 staff members assigned that a minimum grant request be set.  Assistant City Manager Greene indicated staff will bring a report back to the Committee.
Discussion took place regarding the scoring system with Mrs. Crowder expressing her belief retail space should be given greater weight, therefore be awarded more points and have less points awarded for building rehabilitation, etc. with Mr. Gaylord noting the phrase “under-utilized” is subjective and Economic Development Manager Sauls responding the scoring system could be flexible.

How funding criteria with regard to projects located in target areas was discussed at length with Associate City Attorney Brandon Poole talking about the legal definitions of “soft” and “hard” costs.

Discussion took place regarding how information for the program would be disseminated with Assistant Planning Director Roberta Fox talking about the City’s Façade Rehabilitation Grant program and submitted a sample brochure from that program and noting the Building Upfit Grant program may have a similar brochure.
Mrs. Crowder questioned whether 1 person could apply for a building upfit grant or a façade grant within a year of each other with Economic Development Manager Sauls indicating the possibility may be considered depending on the project.
Mrs. Crowder questioned whether a letter of approval from the landlord would meet the criteria for a tenant to apply for a grant with Economic Development Manager Sauls talking about how landlords and/or tenants can apply for grants.  

Mr. Thompson expressed concern a property owner could obtain a grant then turn around and sell the building quickly, whereby the City could lose its investment with Economic Development Manager Sauls noting the City could inject language requiring the property owner to hold on to the property for a certain amount of time after the grant is obtained.

Assistant City Manager Greene questioned whether the grant could be limited to the tenant or the landlord with Economic Development Manager Sauls responding the grant could be tenant-specific, such as the type of tenant, with Mr. Gaylord suggesting requiring a minimum lease term for tenants to obtain grants.

Discussion took place regarding the types of businesses that may or may not qualify for the grant program based on type of business, location, etc.

Mr. Thompson questioned which department staff would review the applications and tally the scores with Economic Development Manager Sauls responding a team within the Economic Development Division would review the applications along with staff from Development Services and Planning.  In response to questions, Mr. Sauls noted applicants must have all permits pulled to apply for the grant.

Mrs. Crowder reiterated her concern 4 Economic Staff members would not be enough for the grant program with Assistant City Manager Greene indicating the City Manager’s office is reviewing staffing in the Economic Development Division.
Planner Beth Nooe talked about the Façade Grant Program noting applications are accepted at any time; however, the City could impose an application deadline.  She also talked about the amount of staff time needed to review the applications.

Assistant City Manager Greene indicated staff will take the Committee Members’ concerns and provide an update at the next Committee meeting.  He also stated the City Manager’s office is working on budget funding for the program.

The item was held in Committee for further discussion.

Adjournment:  There being no further business, Mayor McFarlane announced the meeting adjourned at 11:49 a.m.

Ralph L. Puccini
Assistant Deputy Clerk


