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AGENDA 
Fort Smith Board of Directors 

Study Session  
September 25, 2012 ~ 12:00 Noon 

Fort Smith Public Library Community Room 
3201 Rogers Avenue 

 
  

1. Present proposed five-year CIP for Streets, Bridges and Drainage and the 2013 
Sidewalk Program    
 

2. Discussion regarding the $150,000 HOME Program Loan for Koller Place 
Addition Project    
 

3. Review proposed amendments to the 2009 Unified Development Ordinance 
(UDO)  (Land Use Chart – Industrial Zoning Districts)     
 

4. Update on Year 2013 Budget   
 

5. Review preliminary agenda for the October 2, 2012 regular meeting 
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City of Fort Smith        2 

 Memo 
To: Ray Gosack, City Administrator  

From: Matt Jennings, Director of Community Development  
CC: U. C. Washington, Lend A Hand & Buddy Coleman, Aaron’s Inc.  

Date: 9/19/2012 

   Re:   Koller Place HOME Program Loan 
 

Background 

During the 1998 CDBG and HOME funding cycle, Lend A Hand, Inc. and their development partner, Aarons, Inc. 
proposed a project to the Community Development Advisory Committee (CDAC) which was recommended for 
approval to the City Board of Directors and subsequently approved by Resolution R-83-98.  The project was to 
construct 23 affordable housing units in a new subdivision which was named Koller Place Addition and the street 
name of Koller Avenue.  At that time, Lend A Hand, a certified Community Housing Development Organization  
(CHDO) proposed and the City Board approved the loan of $150,000.00 with 1% interest to be repaid in ten (10) 
years.  That agreement was executed on November 16, 1998 and is attached as Attachment “A”.   

On March 1, 1998, Lend A Hand, Inc.,  and Aaron’s, Inc. formed a partnership named Barlee Properties II Limited 
(Barlee) partnership for the purpose of engaging in the development and operation of commercial enterprises 
including housing projects and specifically including 23 single family dwelling units located in Fort Smith (See 
Attachment “B”). 
 
The Koller Place property ownership was acquired on May 18, 1998. By September, 1998 the construction of 
Koller Place structures were under way.  Three of the planned twenty-three (23) home were identified to be 
built with the City of Fort Smith HOME funds.  Following the construction of the three homes, title to the three 
lots were deed restricted for low income housing to recognize the investment of public funds in the properties. A 
HOME program restrictive covenant was executed by the managing partner of Barlee on February 19, 1999 and 
recorded at the courthouse on the same date. 
 
On December 28, 1999, Lend A Hand paid with check number 1474 the amount of $1,500.00 as the one percent 
interest payment regarding the Koller Place Project.  While LAH officials believe another payment of $1,500.00 in 
interest was made in 2000, no records can be found of the payment.     
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City Administrator Ray Gosack 
September 17, 2012 
 

 
 
In December 2002, the managing general partner of Barlee acknowledged the Fort Smith HOME loan, including 
its interest obligation by making a request on December 5, 2002, to the City of Fort Smith for a deferral of the 
interest loan on the purported basis of inability of the rental units to charge sufficient rent to pay the obligations 
of the project.  The city staff responded noting its interest in those units which were constructed, in whole or 
part with City of Fort Smith HOME funds.  No agreement was reached; however Barlee did not cause the annual 
interest payments to be made.  The city staff noted, to the certified public accountant conducting an audit of 
LAH activities in 2003, that the $150,000.00 continued in effect with its principal balance of $150,000.00 and that 
one percent (1%) annual payments had not been received by Fort Smith since the year 2000.  
 
At some point during the ensuing years, the documents were placed in a file folder box and stored in the 
basement at city offices.  A flood occurred and the documents were apparently destroyed and removed by 
community service workers.  The community development staff began to search for the files, which contained 
the agreement but were unable to find them and as such could not take action to resolve this matter.  
 
Recent Actions 
 
In July, 2011, I received a copy of the agreement between the City and LAH from the attorney representing 
Barlee and at that point froze all funding to LAH until arrangements could be made to repay the loan.  At this 
point, the LAH officials requested that the loan be forgiven since they have no resources to repay the loan. The 
partnership was the structure where the interest payments and the loan were to be repaid.    
 
At that point, I met with the City Attorney and discussed the matter with him and the city requested the financial 
statements of the partnership so we could understand the structure of the project and determine its ability to 
pay back the loan.  Neither the city nor LAH was able to obtain these financial documents even to this day.  Once 
LAH provided the city with a plan on hiring an attorney and unraveling all of the issues, we “unfroze” the funding 
and allowed them to continue with any open agreements with the city’s HOME funds.  Additionally, an attempt 
was made to have LAH sign over their interest so the city could pursue the repayment of the loan proceeds, 
however all partners had to agree to the assignment and Aaron’s, Inc. would not agree. 
 
I have contacted the Department of Housing and Urban Development’s Little Rock Field Office to determine if 
one of the options would be to completely forgive the loan.  The field office also contacted HUD headquarters 
and they have reviewed the agreements, deed restrictions plus information inputted into the computer system 
and was informed that there is a low probability that the $150,000.00 could be forgiven unless the city itself pays 
the money back to the HOME Investment Trust fund. 
 
As you are aware, we met with the general managing partner for the Koller Place project on September 12, 2012 
trying to reach a solution.  The partner indicated that he believes it is only an obligation of LAH and does not  
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City Administrator Ray Gosack 
September 17, 2012 
 
 
 

 
intend to repay the loan.  The city attorney has opined that there are contract and equitable principles that 
indicate otherwise. 
 
Another possibility exists and that is to take a reduction in the next HOME grant funds, however that will reduce 
homebuyer assistance to the low to moderate income Fort Smith citizens that will not receive homebuyer 
assistance.  If the loan repayment were to occur, the funds would be placed in the downpayment assistance 
program and could serve approximately 30 homebuyers.  Moreover, taking a reduction in HOME funds would 
result in an inability to serve 30 homebuyers for that program year. 
 
It is very unfortunate that we have been unable to work out a satisfactory solution.  Legal time limitations dictate 
immediate action.  
 
Other Lend A Hand Projects 
 
Currently, LAH has two open projects with the city which includes an agreement from Program Year 2010 to 
build 3 single family homes to be sold to income eligible homebuyers.  This work is in the very early stages and 
the lots have not been purchased for construction as of the date of this memo.   
 
The second project is the agreement to develop the Fisher’s Way proposed subdivision at Chaffee Crossing as a 
mixed income affordable housing project.  The project is in the early development stage with engineering 
drainage studies and preliminary subdivision layout being completed.  At this point, LAH has spent $62,211.49 in 
CDBG funds from various program years.  The city will be requesting the developer’s agreement and other 
funding commitments prior to December 31, 2012 to amend the agreement since the original developer 
agreement is being dissolved.  This places LAH and the City in a precarious position if this project cannot move 
forward especially considering the current state of the housing market and the $62,211.49 in CDBG funds may 
have to be repaid.   
 
Other Community Development Loans 
 
As of the month of August the department has $740,715.25 in outstanding CDBG loans to our low to moderate 
income Fort Smith citizens and $74,844.56 in outstanding HOME loans.  Of those 65 are performing and 31 are 
nonperforming.  We are working with the city attorney’s office with the nonperforming loans and the ones that 
have been foreclosed on by the principal mortgagor.  While it is not our desire, we may find ourselves in the 
position of foreclosure on some of these loans in the near future.   
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City Administrator Ray Gosack 
September 17, 2012 
 

 
 
 
Options 
 
1) Forgive the loan  
  
 A) Request that the Department of HUD allow the city to take a reduction in the next allocation of 

HOME funding for Program Year 2013.   
 Pros:  a solution to the loan issue in a relatively painless manner for LAH and the general 

partner 
 Cons:  reduces the amount of low to moderate income homebuyers to serve both by the 

reduction and the nonpayment of the loan.  Others in the city program’s loan portfolio may 
request for forgiveness as would be given to the developer.  Public perception of forgiving the 
repayment of public funds for a private entity’s profit.   

 
 B) Repay the loan strictly from non federal city sources.   
  Pros: this solution would be the most expedient way to resolve the issue  for LAH and the 

general partner  
 Cons: the Fort Smith citizens shouldn’t be expected to pick up the tab on something that was 

proposed by the partnership voluntarily.  Again others may request loan forgiveness in the city’s 
extensive Community Development loan portfolio.  Public perception of forgiving the 
repayment of public funds for a private entity’s profit.   

 
2) File a lawsuit prior to the expiration of the statute of limitations to recover the $150,000.00 loan 

proceeds and $7,500 in interest that are within the statute of limitations.   
  Pros:  The City and LAH will be able to compel the general partner to prove there is no equity 

available to pay the funds back.   
  Cons: a lengthy process that will be costly and possibly prevent LAH from carrying forward 

future projects.  LAH will be a party to the suit.   
 
Because the contractor has not performed according to the agreement, I am recommending that the City use 
Option 2 and administratively request the City Attorney to file the lawsuit to bring this issue to some sort of 
resolution given that others in the Community Development loan portfolio may request that loans be forgiven 
and could result in the city paying back those funds as well. 
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          3. 
Memorandum 

 

To: Ray Gosack, City Administrator 

From: Wally Bailey, Director of Development Services 

Date: 9/20/2012 

Re:   Industrial Land Use Amendments – Appendix A 
  Unified Development Ordinance  
 
 

 
After receiving several questions concerning land uses permitted in the Industrial land uses, the 
planning staff conducted research and reviewed the land uses allowed in the Industrial zoning districts 
within Appendix A of the Unified Development Ordinance.    
 
We compared the uses allowed in the previously existing ordinance, contacted the Chamber of 
Commerce for assistance with manufacturing designations/descriptions and we spent time as a staff 
reviewing land uses based on the  questions we receive. We also examined some of the conditional uses 
and recommended changing many from conditional to permitted uses.   
 
The proposed amendments expand, broaden and add more clarity for land uses permitted in Industrial 
zones. We presented this information to the Planning Commission at the September 11, 2012, meeting. 
We did not receive any negative comments regarding our recommendation. The Planning Commission 
voted 9-0 to recommend the amendments to the Board of Directors.  
 
An Ordinance will be presented to The Board of Directors at the October 2, 2012 regular meeting. 
Before the regular meeting, we will present the amendments for review at the September 25, 2012 
study session. We will be prepared to discuss the amendments with the Board in more detail at the 
study session.  
 
All changes are highlighted on the attachment. Strikethrough indicates a deleted text. Underline 
indicates new text.  
 
Please contact me if you have any questions.  
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4
MEMORANDUM

September 21, 2012

          TO:  Mayor and Board of Directors 

    FROM :  Ray Gosack, City Administrator
SUBJECT:  2013 Budget

Preparation of Fort Smith’s 2013 operating budgets is well
underway.  Departments have submitted their budget requests,
revenue estimates have been prepared, and meetings are occurring
with each department to review their budget requests and make the
adjustments necessary to present balanced budgets that are in
alignment with the board’s goals and the community’s needs.

Key Assumptions.  We’re preparing the 2013 budget with these key
assumptions.

# The recovery from the Great Recession will continue to
be modest.  Retail sales will grow slightly, due mainly
to inflation.  New home construction and other
construction will continue at reserved paces. 

# Costs for employee health coverage will increase by
approximately $850,000 in 2013, half of which is in the
General Fund.  The increase is due to the intentional
cost lowering initiated in 2010 to draw down the fund
balance.  The draw down ends in 2012 as originally
predicted, which necessitates a return to higher
allocations for 2013.

# The 2013 budget will include new programs for the fire
and parks departments.  These programs will account for
the use of revenues from the 1/4% sales tax approved by
voters in March.  These separate budgets will provide
greater transparency for reporting on delivery of the
promises made during the campaign.

# The General Fund balance at the end of 2013 will be
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7.5%, which is below the goal of 15%.  We prepared the
2012 budget with an anticipated balance of 8.0% and
project ending the year with a balance of 17.5%.  We
typically end the year in better condition than what
was budgeted.

# The Water & Sewer and the Sanitation Funds will have
reserves of at least 15%.  The Street Maintenance Fund
will have an anticipated reserve of 7.5%.

Revenue Estimates.  Prior to reviewing expenditure requests, Kara
Bushkuhl and I prepared revenue estimates.  Below is a discussion
of each major operating fund’s revenues.

General Fund General Fund revenues for 2013 are projected
to be $4.7 million or 11.5% higher than 2012. 
This increase is due to the voter-approved
1/4% sales tax for fire and parks.  Those
revenues are earmarked for specific purposes
and projects, and won’t help with other parts
of the General Fund budget.  Excluding this
revenue source and the temporary fire dept.
staffing grant, 2013 General Fund revenues
are .2% (two-tenths of 1%) higher than 2012.

Street 
Maintenance The principal revenues in the street

maintenance fund are property taxes and motor
fuel tax from the state.  These revenues are
projected to increase $40,800 or .7% (seven-
tenths of 1%) in 2013.

Water & Sewer Water and sewer revenues are projected to
decline by $1,062,000 or 2.7% due to
decreased consumption and the end of the Van
Buren water true up payments received in
2012.

Sanitation Revenues in the sanitation fund are projected
to decrease $164,000 or 1.3%.  This is due to
the anticipated residential rate reduction of
$1.10 per month effective July 1, 2013.  The
rate reduction is a result of the decision to
provide automated service citywide.  Other
sanitation revenues are projected to be
similar to 2012 revenue amounts.

Departmental Budget Meetings.  Meetings with each department to
review the 2013 spending requests will be concluded on September
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24th.  The finance staff will input the budget changes to
determine the status of achieving the targeted fund
balances/contingencies.  Adjustments will continue to be made
until we reach balanced budgets.

Board Budget Meetings.  The proposed 2013 budget will be
presented to the mayor and board at the November 6th board
meeting.  The board’s budget review meetings are scheduled for
November 13, 15 and 19 at 6:00 p.m. in the police station
community meeting room.  A light dinner will be available at 5:30
p.m. each evening.

CONCLUSION

Preparing a governmental budget involves deciding how to
allocate available resources.  Allocations of resources should be
strategic policy decisions which are in harmony with the city’s
comprehensive plan and other goals.

For the 2013 budget, we will prepare for the board’s
consideration a recommended budget which balances revenues and
expenditures.  Inevitably, many worthwhile budget proposals can’t
be funded.  The recommended budget will present the staff’s
recommendations for a fiscally sound budget which meets as many
of the community’s needs and board’s goals as possible.
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2013 BUDGET GOALS

# Enhancing communication with citizens through social
media and other forums.

# Improving citizen service by providing customer service
training for employees.

# Enhance services for the homeless by supporting
construction and operation of a homeless campus.

# Provide additional recreation opportunities by planning
and constructing 2 softball fields and aquatics center
at Ben Geren Park; a softball tournament complex at
Chaffee Crossing; and a riverfront soccer complex.

# Improve the accountability and performance measurement
of our budget by including key performance indicators
for all departments.

# Continue advocacy of the Interstate 49 project by
lobbying AHTD, federal and state legislators and the
Federal Highway Administration.

# Plan for Fort Smith’s future by updating the
comprehensive plan – Vision 2025 Plan.

# Initiate and develop economic growth strategies to
increase the job market with higher paying jobs as well
as support the construction of the regional intermodal
freight facilities and Interstate 49.

# Enhance Fort Smith’s appearance and curb appeal through
beautification and other efforts to stimulate quality
of place and community pride.
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