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June 16, 2015


COUNCIL MINUTES
The City Council of the City of Raleigh met in Lunch Work Session on Tuesday, June 16, 2015 at 11:30 a.m. in Conference Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.

Mayor Nancy McFarlane (Absent and Excused)
Mayor Pro Tem John Odom
Councilor Mary-Ann Baldwin

Councilor Kay C. Crowder
Councilor Bonner Gaylord 
Councilor Wayne K. Maiorano

Councilor Russ Stephenson

Councilor Eugene Weeks 
Mayor Pro Tem Odom called the meeting to order and the following item was discussed.

AFFORDABLE HOUSING PLAN – UPDATE – INFORMATION RECEIVED
City Manager Ruffin Hall gave a brief review on the item indicating no Council action is required at this time.

The following information was included in the agenda packet:

Currently, the Scattered Site Housing Policy revision and the proposal for an updated Affordable Housing Plan policy are pending in Council's Budget and Economic Development Committee.  During recent discussions, Council has expressed interest in staff's upcoming proposals.  The Department will present preliminary policy ideas and options on the topics of scattered site and affordable housing at the Council's June 16 work session.  In preparation for the work session, this memorandum transmits the initial drafts of the Affordable Housing Location Policy and Affordable Housing Plan.  The draft Affordable Housing Location Policy is intended to replace the existing Scattered Site Policy which was initially crafted in the 1970's.  In many respects, the existing Policy is internally inconsistent, confusing and likely based on outdated data.  The new proposed policy is simple, straightforward and affirmatively sets forth desired outcomes relative to the creation of affordable rental housing.  It is based on the premise that the City should not cause further concentrations of low income and minority populations or subsidized housing and should instead encourage the development of new affordable rental housing in priority areas which include underserved parts of the City and sites near transit, downtown and other employment centers.

The focus and aim of the draft Affordable Housing Plan is twofold:  To achieve the objectives of the proposed Affordable Housing Location Policy and to significantly increase the number of affordable housing units which are created or preserved.  The draft Plan outlines numerous implementation options that would help to achieve both. Most of those options reflect policies and recommended actions in the adopted 2030 Comprehensive Plan that were never further advanced.  All of the identified options are realistic and achievable.

We look forward to discussing our ideas with City Council and the larger community and receiving thoughtful feedback as to how those ideas can be improved upon even more.

Housing and Neighborhoods Director Larry Jarvis used a PowerPoint presentation in aid to presenting his report; the outline of which is as follows:

Strategic Plan - Safe, Vibrant & Healthy Community


Objective 2: Preserve and increase the supply of housing for all income groups, including those with supportive service needs.

· Initiative 1: Establish partnerships to provide for a homeless service resource center.

· Initiative 2: Expand partnerships to increase the supply of permanent housing for formerly homeless and at-risk persons with special needs.

· Initiative 3: Seek new partnerships for the development of mixed-income housing in or near the Downtown area.

· Initiative 4: Replace the Scattered Site Policy with a tool that affirmatively sets forth desired housing outcomes.

· Initiative 5: Evaluate funding strategies to support affordable housing; review, modify or expand housing programs and tools.

Objective 3: Endorse targeted redevelopment through walkable, mixed-use and mixed income neighborhoods

· Initiative 1: Prepare and adopt plans for targeted areas characterized by disinvestment and consider funding strategies to implement plan components.

· Initiative 2: Identify and address acquisition priorities in redevelopment areas to eliminate blight and create critical land mass for future development.

· Initiative 3: Strengthen neighborhood social fabric through community outreach, engagement and communication.

Key Definitions
· Cost Burdened: More than 30% of income for housing and utilities

· Severely Cost Burdened: More than 50%

· Combined Housing/Transportation Metric: “Cost Burdened” if paying more than 45% for housing, utilities and transportation.

Components of the Affordability Challenge

· Strong demand for near-downtown living (national trend).

· Resulting rise in property values and loss of existing affordable housing.

· Weak links to transit planning.

· Diminished role of the federal government.

HUD “Entitlement” Communities (50,000+ population)

· Use funding to preserve or create affordable housing

· Primarily benefit low to moderate income persons

· Address homelessness

· Frequently supplemented with local funds.

Raleigh’s Current Programmatic Offerings

· Loans for affordable rental housing (LIHTC and Supportive Housing)

· Neighborhood Revitalization – acquisition, relocation, demolition and redevelopment

· Infill housing – RFP’s for construction on redeveloped sites

· Homeownership down-payment assistance

· Homeowner rehabilitation and repair

· Community Enhancement grants (public services)

· ESG – homelessness prevention, re-housing and operations

· City-owned rentals – 200 units, managed via contract

Low Income Housing Tax Credit (LIHTC) Program

· Wake county’s 9% share is fully utilized

· 4% is statewide and rarely fully utilized

· Site score works against central city locations

· Redevelopment set aside provides relief

Implementation Options

· Option 1:  Replace the Scattered Site Policy

· Applies only to newly constructed rental projects > 24 units

· Exempts projects for the elderly or disabled.

· Not allowed in areas having minority, low income or subsidized concentrations.

· Exceptions to the concentrations prohibition:

· Within a one-half mile radius of proposed transit station.

· Within the boundaries of the Downtown Element

· Implementing elements of neighborhood revitalization plan approved by City Council
· Option 2:  Expand the Use of the 4% Tax Credit

· Establish open application window.

· Actively solicit developer interest.

· Option 3:  Site Acquisition Assistance for Affordable Rental Development

· Partial or full cost write down for sites in priority areas.

· Can be coupled with 4% or 9% LIHTC or Supportive Housing.

· Direct acquisition and land banking when opportunity sites are identified.

· Option 4:  Infill Homeownership Development Program

· 0% partially or fully forgiven loans to acquire:

· Vacant lots

· Vacant and deteriorated homes feasible for rehabilitation

· Vacant and deteriorated homes for demolition with new construction.

· Option 5:  Affordable Rental Preservation/Creation

· 0% forgivable loan with 1:1 match requirement to:

· Acquire, rehabilitate and preserve existing units which are at-risk or deteriorated;

· Construct new units on vacant infill sites or demo/new construction;

· Income targeting and affordable rents.

· Negotiated Public/Private Partnerships:

· To ensure an affordability element on redeveloped sites when units have become functionally obsolete (the Washington Terrace model);

· In accordance with Development Plan approved by City Council.

· Option 6:  Downtown Neighborhoods Revitalization Plans

· NRSA Plan/Designation for East College Park and Washington Terrace (600+ mixed income units)

· NRSA Plan/Designation for South Park and Garner Road

· NRSA Plan allows for mixed-income homeownership and makes possible LIHTC projects under the Redevelopment set aside.

· Option 7:  Homeless Coordinated Intake Center/Expansion of Housing Supply

· With Wake County and the Partnership, goal to complete intake center by 2018.

· Feasibility study for 24 – 40 unit studio apartment project in or near downtown.

· Option 8:  Development Community Communication and Standardized Application Process

· Communicate desired outcomes

· Vet guidelines, scoring and other project selection factors

· Application process

· Fall application window for most offerings

· Open application window for two offerings

· Option 9:  Permanent Affordable Housing Funding Source

· Over the next two years, evaluate best long term funding sources:

· Downtown Synthetic TIF district for affordable housing fund

· General fund allocation

· Scheduled bond issuances

· Option 10: Flexibility and Continuous Evaluation and Improvement

· Continuous feedback from development partners

· Adjust, fine tune

Options for Community Input

· Post draft Plan and solicit written comment

· Affordable Housing Developer Roundtable

· Presentation to RCAC

· Public Meetings, such as public hearings

Next Steps

· Receive Council feedback

· Continue review with Budget & Economic Development Committee

· Receive community input

· Council approval of Affordable Housing Plan and Location Policy

Discussion took place regarding a greater concentration of subsidized rental units within certain areas of the south and northeast portions of the City with Housing and Neighborhoods Director Jarvis pointing out the numbers quoted in today’s report do not include units rented by the elderly or disabled.  Mr. Stephenson questioned the percentage of subsidized units city wide with Mr. Jarvis responding the citywide figure is about 7%
Mrs. Crowder questioned whether there was a time limit to the 0% loan with Housing and Neighborhoods Director Jarvis responding whenever Habitat for Humanity or some other organization sells the property the loan is repaid.  Mr. Maiorano indicated he understood Habitat has established guidelines for homeowner development and questioned whether the City has similar guidelines with Mr. Jarvis indicating staff is working on formulating them.

Discussion took place regarding one the goals of the Plan was to eventually replace the Oak City Outreach Center as well as how the need for the number of affordable housing units is determined.

Discussion also took place regarding the funding gaps cited in Option 3 as well as possible ways to close the gap including raising rents or finding additional subsidies.

Mrs. Crowder talked about challenged neighborhoods in Southwest Raleigh and other areas and questioned whether some of these areas may could be targeted for intervention before their situation worsens with Housing and Neighborhoods Director Jarvis responding if transit stops were located in or near those areas that could reverse the blight in those areas and, once those transit stops were in place, the City could then make sure there is a mix of housing units available.  Discussion took place regarding the merits of fixing the situation now or waiting until the market can bare the situation.  Discussion also took place regarding applying these methods to other parts of the City including South Park, Garner Road, East College Park, etc.

Mr. Gaylord noted it did not appear these options are mutually exclusive and questioned whether any option have a negative impact on others with Housing and Neighborhoods Director Jarvis responding in the negative and stated staff regards the options as one package.
Discussion took place regarding a timeline for implementing the Plan with Mr. Gaylord expressing his belief the options make sense to pursue.  Discussion also took place regarding how bus rapid transit may affect development as well as have a positive effect in existing neighborhoods.

Mr. Maiorano suggested reaching out to the private sector to partner with the City to make sure the best opportunities are available.  

Ms. Baldwin questioned how site scores work against center city locations with Housing and Neighborhoods Director Jarvis responding the site scores include distances from grocery stores, etc., so the downtown areas are affected the most as they have the greatest distances from grocery stores and talked the Stones Warehouse project as an example.

Discussion took place regarding the amount of bond funds available for affordable housing, how those funds may be utilized including funding the 4% - 9% gap.  Discussion also included the number of city-owned parcels in the southeast area, existing city-owned structures, as well as possible development options.
How funds are accrued and spent as well as possible funding sources such as bond issues, etc., were discussed with City Manager Hall indicating these options could be determined though policy decisions.  He talked about how the City could be more aggressive to keep up with funding needs for the various projects with Mayor Pro Tem Odom talking about adjusting future budgets for this purpose.  Discussion also included redevelopment options for Brown Birch subdivision, as well as the number of parcels within the subdivision not yet purchased by the City.

Mr. Gaylord questioned whether the $20 million was in cash with Housing and Neighborhoods Director Jarvis stating the $20 million was in debt authority and stated the City’s Finance department is getting ready to release the first $10 million.  In response to questions, Mr. Jarvis stated staff will provide a list of project to the Council with City Manager Hall noting some of the projects will require partnership financing; however, the City does not yet know what the private sector will provide.

Discussion took place regarding the use of fee-in-lieu options with Housing and Neighborhoods Director Jarvis noting State law prohibits waiving fees.

Mr. Weeks questioned whether some of the $20 million would be used to fund first time homebuyers as well as second mortgage programs with Housing and Neighborhoods Director Jarvis responding in the affirmative noting that was part of the bond language.  

Discussion took place regarding efforts to educate the public regarding available programs and assistance including conducting workshops and contracting with the Downtown Housing Improvement Corporation to conduct first time homebuyer programs, etc.

Mr. Stephenson expressed appreciation for the update, talked about the various options presented, and questioned whether staff wanted a specific number of affordable units to produce with Housing and Neighborhoods Director Jarvis responding it was important to have a numerical goal and the options are the resources to meet that goal.  Mr. Stephenson talked about feeling comfortable about recommending an affordable units goal; however, it would be difficult for him to commit to an amount of funding without enough information to support the decision.

Discussion took place regarding carrying out and evaluating the program process with Housing and Neighborhoods Director Jarvis suggesting a 2-year evaluation period once the programs are implemented.  Discussion also included the development selection process, required financial and staff support for the program, as well as whether the City had a matrix in place to determine whether the City is meeting its goals with Mr. Jarvis talking about the City of Charlotte’s program and how it is still working on putting the program guidelines in place.
Ms. Baldwin talked about hearing concerns from the development community regarding the lack of predictability with these programs and expressed appreciation to staff for working on this issue.  Mr. Maiorano expressed his belief the there is also the issue of achievability with the program.

ADJOURNMENT
There being no further business, Mayor Pro Tem Odom declared the meeting adjourned at 12:35 p.m.

Ralph L. Puccini

Assistant Deputy Clerk
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