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I.
CALL TO ORDER:
 Chair Buz Ortiz calls the May 4, 2007 meeting to order at 9:02 a.m. and asks for roll call. Present: John Epstein, Maggie LaMont, Stuart Liebowitz (via phone at 10:10 a.m.), and Chair Buz Ortiz.  Absent:  Scott Cooper, Larry Medinger and Jeana Woolley.
II. PUBLIC COMMENT: None
III. APPROVAL OF MINUTES: Chair Ortiz asks if there are any corrections to the April 6, 2007 minutes. There being no corrections, the Motion was read:
MOTION: LaMont moves that the Housing Council approve the minutes of the April 6, 2007 Council meeting.

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz (via Phone) and Chair Ortiz.  Absent:  Cooper, Medinger and Woolley
IV. CONSENT CALENDAR: Dona Lanterman, Single Family Programs Manager,  asked if there were any questions.  Epstein asked if she had a sense of what is going on with all the subprime loans in Oregon, since single family homes in Oregon are doing well, and people are able to sell their homes.  Lanterman says there has been a lot of discussion and it looks like Oregon is in a good position, with very little subprime lending.  There has been discussion that Oregon is one of the lower states in the nation.  It should play out in the next few months on into 2008, and the department is hoping it will not be a big hit for Oregon.  Epstein comments that his question was more from the budgetary side, with some states having to step up financially.  Crager adds that the department is watching it closely, and that Dona has been working with the department’s national affiliation at NCSHA on some of the statistics to see where we are at.  It appears at this point that things look good for Oregon, but that we do need to be prepared to respond if necessary.  A lot of state agencies are beginning to issue taxable bonds to help, because many of the people in this situation would not qualify for our low-income residential loan program.  

Epstein asks if, looking at the department’s volume year-to-date of $140M, and the prior year of $155M, the drop-off was due to the momentum the department lost when it was out of the market in the 4th quarter of last year.  Lanterman says yes, that the department’s pipeline seems to be building daily, and it is anticipated that the department will catch up within the next couple of months.  Crager adds that typically May, June and July is when the single family loans tend to pick up.  
MOTION: Epstein moves that the Oregon State Housing Council approve the Consent Calendar.

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz (via Phone), and Chair Ortiz.  Absent:  Cooper, Medinger and Woolley.
V. SINGLE FAMILY REPORT:  Dona Lanterman asked Council members if they had any questions.  There were none.  
VI. SPECIAL REPORTS
A. SB 38.  Janet Byrd, Executive Director, Neighborhood Partnership Fund (NPF), explains that the NPF is a statewide, non-profit organization, that is an intermediary that was established about 16 years ago to support the development and capacity building of non-profit community development corporations statewide.  NPF works in partnership with OHCS in several different arenas, including the management of the capacity building collaborative to Oregon Community Development Collaborative, and the Individual Development Account program.  In recent years NPF has started a statewide advocacy coalition called the Housing Alliance.  Janet distributes several handouts to Council members, and explains that she will be giving an update on some of the activities of the Housing Alliance, and gives a historical background of the organization.  She explains that HB3551 started on the Senate side as SB 38.  If passed, the bill would increase the document recording fee on the first page of documents by $15 (currently $11).  There are subsequent fees on additional pages.  The recording fee would be charged on a broad spectrum of real estate documents for anything that effects the recording of a title.  The fee would be collected by the counties and then sent to the Treasurer, and then to the Department.  They expect about $36M per biennium in an on-going revenue stream.  Division of the funds would be as follows:  70.75% would fund multi-family rental development, preservation and manufactured home park purchase; 13.25% would support home ownership programs; 10% would go to the Emergency Housing Account to help end homelessness; and 6% would build the capacity of non-profit partners statewide.  There is some language in the bill, and Housing Council will be asked to look at rule-making to govern the distribution and the allocation and prioritization of the funds, but it is their expectation that nothing too much will be done differently.  It is their hope that the same guidelines that guide the CFC will be used for these resources as well.  The bill is endorsed by the Oregon Association of Realtors®, which is significant to helping the bill progress.  
Merced says he thinks it would be helpful to give the historical thinking behind the 13.25% that everyone has worked so hard on.  Byrd explains that a shift from their original proposal is the increase in funding allocated to home ownership.  One of the concerns that was raised is the huge gap between minority homeowners and Caucasian homeowners, and the need to really look at wealth and asset building within all communities in the state.  They shifted the percentage, and there was language added on pages 5 and 6 of the bill.  It talks about the need to support a comprehensive strategy to reverse the decreasing rates of homeownership among racial and ethnic minority households, giving priority to activities that support comprehensive community plans that incorporate recognized best practices, or demonstrate proven success in increasing homeownership for racial and ethnic minorities.  What they tried to recognize is that there are a number of very effective strategies currently being tested in various communities.  
Chair Ortiz asks what some of those strategies are.  Byrd says they have seen in some communities where there have been deep subsidy construction programs.  She says that counseling and outreach done through the homeownership fairs is also important, and there is a need for figuring out how to do deep subsidy in cities.  The land trust model is also effective in some communities. 
Epstein asks if we are guiding the allocation cycle, addressing rural needs, as well as urban needs, as to how the money flows out, and if a certain percentage goes to rural development.  Crager responds that, should the bill be successful, our intent is to have some conversations in terms of appropriate allocation methods.  For the majority of the money, such as the Homeownership Assistance Program and Emergency Housing Account, there are existing administrative rules in place that guide the allocation of the money.  The majority of it is in the Housing Development Account and part of the bill is to adopt some administrative rules that will guide the allocation process so it is fair and equitable.  Byrd says it was their expectation that it would be pretty much the same kind of process, but not exactly the same language that guides the Trust Fund Account.  She says they wanted to give the Department flexibility to respond to things like the manufactured home park and preservation issues, so some things might be done outside the Consolidated Funding Cycle (CFC).  Crager adds that the department’s intent, once this goes through, is to have some comprehensive discussions, perhaps even regional forums, to get input from our partners.  Byrd explains that language was added that does require the department to adopt rules that govern the allocation of monies to best meet critical housing needs and build capacity of partners across the state in an effort for statewide balance.  
Chair Ortiz asks that, with the cost of land going up as much as it is, and the owners of the manufactured parks looking at that, how much we are really going to be able to do as far as being able to help a community.  Byrd says the expectation is that there may be a couple of parks a year that are suitable for purchase by the residents, and that the department has spent some time looking at a model for resident purchase that has been proven effective in other states.  Crager adds that the goal is two a year, up to four a biennium, based on our projections, essentially allocating about $20M in OAHTC, and another $50M that would go into preservation and workforce housing.  By expanding the usage of the OAHTC, the department believes it could do that kind of volume.  Byrd explains that this would be voluntary sales, and probably not in the highest market areas, because that would not pencil out.  There are some other proposals working their way through the legislature that provide some financial relief to the residents who are displaced, and the Housing Alliance has endorsed the coalition proposal to address the concerns.

Crager explains that currently there is $30M a biennium allocated in loans through OAHTC.  By maintaining the current cap the department would be able to maintain a $30M pipeline, and principal payback would fund the stream.  By expanding the usage, you are bringing in the preservations and manufactured parks, so altogether about $30M, plus the $70M to reach the $100M.

Chair Ortiz asks if the majority of the parks are in the metropolitan area.  Crager says yes, and that the department is trying to be clear that this is not going to work in all areas of the state.  There are a number of rural projects in Corvallis and along the coast that the department believes it can still help.  Byrd adds that a lot are still on the outskirts of the metro areas that may be affordable. Chair Ortiz comments that the people in these parks are not going to be able to be helped with this program because of the cost of the parks.  Byrd says that they recognize that it is not a complete solution, and that it does address the need in certain communities.  The coalition bill that is moving forward, does include some provision to repay residents for the loss of the asset, the manufactured home through tax credits, and other payments.  There are some other proposals moving forward in parallel that address the full range of issues.  

Chair Ortiz states that some of these folks have been living in these parks for a long time, they do not appreciate like a regular house, and asks if there is a ballpark figure as to the subsidy to help them buy their house.  Lynn Schoessler responds by explaining that HB2735 contains two provisions.  One is a cash compensation for the residents who are forced to move or abandon, which is based on $5,000 for single-wide; $7,000 for double-wide; and $9,000 for triple-wide.  The other aspect of it is that there is a tax credit on the books right now that some legislation is trying to make permanent, as it does have a sunset.  Currently, owners who are forced to abandon their unit are eligible for a $10,000 tax credit related to that loss.  They have to collect it at the end of the year when they file their taxes, and it is a fundable tax credit.  They do not have to have a tax liability in order to collect it.  If they do not have a tax liability, they are still able to collect it and get a cash payment.  Chair Ortiz comments that it is really going to be a difficult situation in terms of those on a fixed income that have been living in those units and then they have to abandon their home.   Schoessler states that it has been generally acknowledged that no circumstances other than status quo is going to retain the same rents that they are currently paying.  If the park sells and transitions ownership, they have to abandon, and no matter what happens, they will incur a greater living expense.  

LaMont asks if there is any provisions for building new or replacement parks. Schoessler says that the resources of HB 3551 could be used to create a park and finance it, so long as it was restricted to affordable housing.  To develop a new park, some new counties, particularly Deschutes, is willing to donate land.  Extending infrastructure is very expensive, given the standards of today’s park development vs. historic standards.  

Byrd gives an update about Bridges to Housing, a homelessness prevention program, and explains that it is a program in the four county Portland-Metro area, including Clark County in Washington, that addresses high-need homeless families.  They just received $500,000 from Meyer Memorial Trust, $1M from the Bill and Melinda Gates Foundation, and $500,000 from the City of Portland, Children’s Investment Fund.  Their effort is to look at homeless families that are not successful when just given very short-term support or rent subsidy, but families that need a bit more in-depth intervention.  They have a very strong research component -- PSU’s regional research institute, in cooperation with a couple of national researchers.  They are going to be looking at the outcomes for individuals within families and the family unit.  They are working with DHS; coordinating case management with TBF case management; working closely with workforce investment boards to make sure that families get the support they need within DHS structures, as well as the workforce structures to be successful.  The combined public investment in housing, including some state investment into some individual projects, commitment of project-based Section 8, and other rent subsidies by the housing authorities, is well over $30M.  Private investment has started to spur more enthusiasm.  Their goal is to serve 600 families over the next 10 years.  There should be 125 families in Bridges to Housing receiving services by the end of this year.  They are eager to see replication and are hoping it will be a good model for state and national.
Epstein points out that 6% will go to capacity building for non-profit partners, and asks if she can identify the three or four most important things that non-profits need to work on.  Byrd says it would be launching a future leaders initiative concerned about succession issues within the non-profit community.  They did a survey of Executive Directors about four years ago, and 60% of them said they were planning to leave in four years.  Meyer Trust and Washington Mutual have invested a lot of money in a training program.  Globally the concern is that organizations are stretched so thin it is hard to step back and do any proactive planning, and so we need to look at the depth of support that we provide to organizations.  
Merced comments he has worked with Janet for many years, and under her leadership, especially on the Housing Alliance side, the effort to move SB 38, now HB 3551, has been short of super human.  Her ability to bring partners together, work with the department, and bring community leaders together, has been phenomenal, and he thinks she is indicative of a new wave of leadership that is moving the housing agenda forward.  He says it has been an honor and pleasure to work with her.  
B. Governor’s Priorities, Chip Terhune, Chief of Staff to the Governor, reports that they are well into the third quarter of the legislative session; there is an open recognition and strong desire to adjourn by June 29; and the Governor’s priorities are starting to come into focus.  In the first half, the Governor was focused on the opportunity to create a general use rainy-day fund.  Prior to that, this was viewed as the Mt. Everest in politics, requiring a super majority, two-thirds vote (40 votes in the House and 20 in the Senate) to take the corporate kicker; do a one-time suspension, and put it into a general use rainy-day fund.  It is a remarkable accomplishment for this session, and it speaks volumes about what the possibilities are between now and June 29.  In addition to that, there were some other issues the Governor endorsed, such as accountability measures around health insurance, particularly around educators, bio-fuels moving, and renewable energy items.  All of that said, the question is, “what remains?”  With the new revenue forecast, the pace will quicken in the next couple of weeks.  From the Governor’s perspective there is a direct connection between the work that all of you do and all of the other programs the Governor is lending his support to.  He says he cannot emphasize this enough, with 39% of the children in Oregon as homeless, with housing being the number one factor in terms of cost.  Whether we want to think about it or not, the Governor believes that affordable, safe housing is economic development.  That connection is absolutely intrinsic.  His passion is lending itself to asking his staff and the legislature to really try hard and support the basic infrastructure needs that you have, including funding.  For too long affordable housing has been a sidebar conversation and I think the Governor is very interested in bringing it into the forefront and really getting people to focus on it.  It is with great pleasure that I can say there is positive reception on the part of the legislature for a lot of these issues.  Those dialogs are critical and frankly overdue.  Aside from economic development, this Governor takes homelessness and hunger issues personally and seriously.  The Governor and some of his staff participated in the “food stamp diet” last week, and it was an education.  Three dollars a day does not go far.  When they are personal they are meaningful for the Governor.  The amount of media attention that came as a result of that caught us all by surprise.  It really gave us an opportunity to talk not just about hunger as an issue, but about the underlying causes and the needs we have as a society on how to address it.  The Governor tried to bring housing into that conversation.  It is an essential ingredient in our solution to try and solve that problem.  Lots of issues get a lot of attention.  Education, human service programs, and housing fit into those categories.  It is in that upper echelon of programs that actually address an acute need that is not going away, but rather getting substantially more critical for us to address.  The Governor is trying to elevate this to a new level and we are all thrilled with the work Victor, this Council, and the staff have done.  Huge kudos from the Governor to you and the rest of the team for doing the work you are doing.  
LaMont says it warms her heart to have the Governor embrace the housing programs.  She says we have waited for that for a long time, and just to have it on somebody’s radar is great. Chair Ortiz says he would second that, and that it is really encouraging to hear that it is on the main screen because it is a big problem.  When people have to survive on three dollars a day, and the acute shortage of housing that we have now, it is just incredible.  It is very encouraging to hear about the efforts being made towards the manufactured home parks, farmworker families, and low-income.  

Terhune says there is a huge amount of work in front of all of us on this issue, and the plate seems to be getting more full all the time.  We are excited about looking at opportunities, even post-session, where we can put shoulder to the wheel and help drive an agenda and set a course for maybe February 2008 and 2009, to build on the successes that are currently underway.  

Merced asks if he has any insight on the May 15th forecast.  Terhune says there are conflicting trends that are being noticed, so the real answer is “we do not know.”  He says he does think that will be the starting gun for the rush to the end, and there have been a lot of conversations, particularly in the Senate, on how to chart a course between where we are right now and how to get out by June 29.  These conversations are also beginning to ignite in the House.  We want to make sure at the Governor’s level that if there are issues that are critical to the department this session, that they are not left on the cutting room floor at the end of the day.  
VII. OLD BUSINESS:  None
VIII.
NEW BUSINESS:
A. Mountain Crest, Weatherization Increase Request.  Heather Pate, Housing Development Representative, introduces Doug and Tony Chrisman of Chrisman Development, and states that the borrower is requesting an increase in weatherization funds for Mountain Crest Apartments, is a 45-unit family project located in Enterprise, Oregon.  In the Spring of 2004 CFC Chrisman Development applied for and received reservations of $100,000 in Trust Fund, $891,915 for HOME, and $41,935 in weatherization for acquisition and rehab of Mountain Crest.  Since the award, the sponsor has determined that additional weatherization measures are needed to help offset tenant electric costs and help ensure their comfort.  The original scope of work included replacing all existing metal windows and sliding doors, along with replacing the refrigerators.  Chrisman Development is requesting an increase in weatherization funds to allow them to add insulation in the floors and ceilings, replace the exterior doors, clothes washers, hot water heaters, and switch to compact fluorescent light fixtures throughout the project.  The department can award up to the lesser of the cost, or the amount of the first year kilowatt savings.  For this project, the kilowatt savings is the lesser, amounting to $219,860.  With the $41,935 that was awarded during the Spring 2004 CFC, that leaves us with a balance of $177,925.  We are requesting that Housing Council approve an increase in weatherization funds of $177,925 for increased measures for Mountain Crest Apartments, for a total weatherization grant $219,860.  
Epstein asks if there are a lot of weatherization dollars available.  Pate says  yes and explains that this is in the PP&L service area, so it will come out of the Public Purpose Charge.  Epstein points out that Council had a discussion a couple of meetings ago about weatherization and ceiling insulation, and it seems this request is for all windows.  He says that ceiling insulation ratios should be standard, and some get more leverage than others.  Some are based on total dollars and some dollar for dollar because of the kilowatts.  He says he thinks we should be focused on what gives us greatest leverage and how we allocate funds in the future.  Cullin explains that when the department first started the program, even on the CFC side, the process was confusing.  It has taken awhile to understand the measures and get the documentation and sponsors willing to use it, and we are now getting substantial weatherization requests.  Crager suggests it be a discussion item for the Finance Committee to determine specific programs and the leveraging piece.   

Chair Ortiz says he knows the department can take advantage of this program to increase insulation and weatherization, and asks why some of these items were not in the original rehab budget.  Doug Chrisman explains that it was an acquisition of a rural development project and it was pretty tight going in.  It was early on and not a lot of good direction as to how you could leverage and get the weatherization dollars.  They only applied for the windows and refrigerators and did not realize they could get it for additional weatherization items.  The program has changed, and they realized they could get more weatherization.  
LaMont says she agrees that council should be encouraging more use of more weatherization, and when the applications come Council should be looking to make sure that the department is using its resources.  Chair Ortiz adds that now that they know this, they should be putting it in initially.

Betty Markey comments that for awhile the department had an issue of whether the loan and weatherization program were going to trigger the minimum wage issue, so there was a caution on the organization.  

Epstein asks where the money comes from.  Pate explains that these particular project funds came from consumers of Pacific Power and Light and PGE.  The public purpose charge.  Crager says there is a $3 charge on everybody’s utility bill.

Epstein asks who verifies that the standards have been met.  Pate says that when the project is completed, the contractor submits bills, or the contractor’s report, and the department’s architects certify their accuracy.  

MOTION: LaMont moves that the Housing Council approve an increase in Weatherization funds of up to $177,925 for increased weatherization measures, for a total weatherization grant of $219,860 for Mountain Crest Apartments.
VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz (via Phone), and Chair Ortiz.  Absent:  Cooper, Medinger and Woolley
B. Indian Hills, Conduit & Weatherization Requests; Pinehurst Apartments, Conduit & Weatherization Requests; Ridgemont Apartments, Conduit & Weatherization Requests;  Washington Park, Conduit & Weatherization Requests.   Shelly Cullin, Loan Officer, introduces Doug and Tony Chrisman of Chrisman Development, and Loren Clark of U.S. Bank, and explains that she has combined the presentation because all four projects are basically the same.  She reports that Chrisman Development is proposing to acquire and rehabilitate a small portfolio of four Rural Development projects.  The Chrisman’s are requesting an allocation of volume cap for the projects through the department’s Pass-Through Revenue Bond Financing Program.  They are also requesting Weatherization grants for each project, and a Trust Fund grant for Washington Park.  Indian Hills is located in Pendleton; is 48-units; and was constructed in 1983.  It currently has 21 units of rental assistance.  Pinehurst is located in LaGrande; is 46-units; was constructed in 1978; and it currently has no RD rental assistance.  However, it does have 8 units under a HUD Section 8 Project-Based Assisted Contract. Ridgemont is located in Redmond; is 46 units; and was constructed in 1980.  It currently has 33 units of rental assistance.  Washington Park is located in Milton-Freewater; is 46 units; was constructed in 1977; and currently has 35 units of rental assistance.  The financing for each of the projects includes the assumption of the existing RD loan, and a request of rental assistance for all of the unassisted units.  RD has approved the transfer of these projects and will provide rental assistance for all the units.  At the time of transfer all four projects will have 100% rental assistance, which is an additional 85 assisted units for the state.  Pinehurst will keep its current Section 8 contract of 8 units, and RD will provide the rental assistance for the balance of the 38 units.  Frank Silkey, the department’s architect, did complete an on-site inspection of each project, and the proposed scope of rehabilitation has been approved, based on the department’s requirements for the Low-Income Housing Tax Credit program.  The rehab costs for each project is approximately $15,000 per unit.  Weatherization funds are requested for windows, insulation, appliances and lighting.  Each project will be owned by a limited partnership.  The general partner of the limited partnership will be Eastern Oregon Affordable Housing, Inc.,  an S-Corporation whose sole members are Doug and Tony Chrisman.  The limited partner will be a fund of Raymond James Tax Credit Funds, Inc., which is the equity investor.  Chrisman Development and Management have developed, owned and managed affordable and market rate housing since 1989.  They currently own approximately 264 units.  They have extensive experience with the department’s financing programs, as well as Section 8 and Rural Development programs.  The department’s Housing Programs Management Section has approved Chrisman Management as the management agent for these projects.  The projects’ tax exempt bond will include two series:  a long-term and short-term loan.  U.S. Bank is the lender and private placement bond purchaser for each project.  The long-term bond will be fully dispersed at closing, and principal and interest payments will begin immediately.  The short-term bridge bond will be interest-only during construction, with principal due at maturity.  For lending purposes, U.S. Bank uses the stabilized market value after rehab completion, and considering participation in the Low-Income Housing Tax Credit Program and favorable financing.  The loan-to-value on each of the projects is well within the bank’s 75% underwriting criteria.  The project’s initial rents are limited to the current market rents, with annual renewals based on the budget.  Expenses are approximately $3,200 per unit.  The estimated debt coverage ratio for the first year is 1.15 for Indian Hills, Pinehurst and Ridgemont, and 1.16 for Washington Park.  If approved, the bond sale closing is scheduled for May 30, 2007.  Cullin recommends approval of the Pass-Through Revenue Bond Financing and the Weatherization requests for each project, and the Trust Fund request for Washington Park.
LaMont asks for more detail as to what would be included in the services to the residents.

Cullin says that, because the Chrismans are also taking on more projects in their portfolio, Roberto Franco, the department’s Resident Services Program Representative, will be working more closely with them to develop a more detailed resident services plan, which they have to have finalized and approved before they get their 8609s for the tax credits.  Cullin explains that all of the projects require resident services, and they are working on a more detailed breakdown.   They can share that information with Council when it is finalized.  

MOTION: LaMont moves that the Oregon State Housing Council approve all four project, as follows:

Indian Hills.  Approve a Pass-Through Revenue Bond in an amount not to exceed $1,675,000 to IH Apartments Limited Partnership for the acquisition and rehabilitation of Indian Hills Apartments in Pendleton, Oregon; subject to documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Weatherization Grant in the amount of $157,057 for weatherization eligible items approved by the Department, to Eastern Oregon Affordable Housing, Inc.  

Approve for the allocation of 4% Low Income Housing Tax Credits, contingent upon sponsor qualified basis certification to IH Apartments Limited Partnership in an amount not to exceed the lesser of the amount the project is eligible to receive of $93,725 and granting approval for the Contractor profit, overhead and general conditions to exceed the subsidiary layering limits as established in the QAP.    

Pinehurst.  Approve a Pass-Through revenue Bond in an amount not to exceed $1,475,000 to Pinehurst Apartments Limited Partnership for the acquisition and rehabilitation of Pinehurst Apartments in LaGrande, Oregon; subject to documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Weatherization Grant in the amount of $293,952 for weatherization eligible items approved by the Department, to Eastern Oregon Affordable Housing, Inc.  

Approve for the allocation of 4% Low Income Housing Tax Credits, contingent upon sponsor qualified basis certification to Pinehurst Apartments Limited Partnership in an amount not to exceed the lesser of the amount the project is eligible to receive of $92,260 and granting approval for the Contractor profit, overhead and general conditions to exceed the subsidiary layering limits as established in the QAP.    

Ridgemont:  Approve a Pass-Through Revenue Bond in an amount not to exceed $1,740,000 to Ridgemont Apartments Limited Partnership for the acquisition and rehabilitation of Ridgemont Apartments in Redmond, Oregon; subject to documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Weatherization Grant in the amount of $155,264 for weatherization eligible items approved by the Department, to Eastern Oregon Affordable Housing, Inc.

Approve for the allocation of 4% Low Income Housing Tax Credits, contingent upon sponsor qualified basis certification to Ridgemont Apartments Limited Partnership in an amount not to exceed the lesser of the amount the project is eligible to receive of $94,434 and granting approval for the Contractor profit, overhead and general conditions to exceed the subsidiary layering limits as established in the QAP.    

Washington Park:  Approve a Pass-Through revenue Bond in an amount not to exceed $1,450,000 to Washington Park Apartments Limited Partnership for the acquisition and rehabilitation of Washington Park Apartments in Milton-Freewater, Oregon; subject to documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve Trust Fund Grant in the amount of $165,000 and a Weatherization Grant in the amount of $198,000 for weatherization eligible items approved by the Department, to Eastern Oregon Affordable Housing, Inc.  

Approve for the allocation of 4% Low Income Housing Tax Credits, contingent upon sponsor qualified basis certification to Washington Park Limited Partnership in an amount not to exceed the lesser of the amount the project is eligible to receive of $85,302 and granting approval for the Contractor profit, overhead and general conditions to exceed the subsidiary layering limits as established in the QAP.    

VOTE: In a roll call vote the motion passed. Members Present and voting in favor: Epstein, LaMont, Liebowitz (via phone) and Chair Ortiz.   Members Absent:  Cooper, Medinger and Woolley.
C. Legislative Report.  John Fletcher, Senior Policy Advisor, distributes a Policy / Legislative Update status report as of May 4, 2007, and gives a brief overview of each of the bills.  Epstein asks who is driving the amendments to HB 2944/2557 (Prevailing Wages).  Gillespie explains that the discussions were outside the session between groups in Portland on coming up with a proposed bill.  The department was not engaged in those discussions.  We were asked our advice after the fact.  The key issues with the bill are whether the conduit is considered to be public financing or not.  There is a two part test:  public funds and public works.  Whether a conduit falls under public funds is a question we would like clarified.  The second part is that the bill has exemptions for affordable housing if it is privately owned, predominantly affordable and residential.  For private owned, there are changes to the statute that if it is a tax credit project and a housing authority is in it, then there would be exemptions.  That is good for housing authorities, because they are deemed to be public entities.  You cannot have a public entity and not have a public works project.  For residential, if it is four stories or under, we are not too concerned.  The real concern is 60 at 60.  You have to have 60% of the units at 60% at median income.  We would like to see more mixed income projects, particularly for workforce housing in areas where you have very low incomes.  Relative incomes between counties needs to be addressed.

Epstein asks who the driver is on the amendments.  Gillespie says they are suggested amendments and have not been adopted yet, so we are walking a line on this.  It does have support and we have made our proposals.  

VIII. REPORTS:
A. Mixed-Use / Mixed-Income.  Bob Gillespie,  Housing Division Administrator, reports that at one of the previous Council meetings they requested a report on mixed-use and mixed-income housing.  Mixed-use has to do with mixing housing with some form of other compatible use, usually commercial/retail with housing over the top of that.  The first in Portland were 5th Avenue Court, and 5th Avenue Plaza, which were loans that Council approved.  They are five and six story buildings, with the ground floor being commercial/retail.  The tenant can also be the owner of the property.  Mixed-use is successful in rural areas.  There are mixed-use projects in Pendleton and LaGrande, and another is being built in Elgin.  The objective of the state is to have balance between housing and jobs.  It creates a sense of revitalization, and a secondary benefit of affordable housing.  The Commodore Apartments in The Dalles had a huge impact on The Dalles.  They took a building that was abandoned and derelict directly across from city hall, and with a lot of resources, developed a successful project.  Lessons learned:   There needs to be a separation between the commercial activities and the residential activities.  They are actually in separate ownerships.  There is retail on bottom, two floors of housing, then a fourth floor of office space.  
Mixed-income has a range in every development the department does.  You will see some 30%, 40% and 50% units.  Mixed income usually means that you have affordable units and market-rate units.  Under the Internal Revenue Code, both for the tax exempt bond financing and the low-income housing tax credits, to qualify you have to meet the minimum requirement that either 20% of the units are affordable to persons at 50% of median income, or 40% of the units are available to persons at 60% of median income.  With tax credits, when the low-income housing tax credits at 9% or 4% are involved, everyone tends to go to 100% affordability and you don’t have mixed-income developments.  The reason for that is, if there is not a qualified tenant in the unit, you can’t count those credits.  Everyone wants to get as much subsidy as they can so there tends to be the push to get 100%.  The 60% of median income is not equal around the state.  We are hearing from the Ashland area, Bend area, Hood River area, The Dalles area, and the entire Oregon coast, that there is a dysfunction between what the incomes are and what the cost of housing is.  It really becomes an effort of economic revitalization, or getting housing near where people work, that we have to start thinking beyond just doing 60% median income.  We need to look at what the relative incomes are in those counties.  For a family of four in Multnomah County, 60% of the median income is $40,740; Benton County is $40,860; Douglas County is $28,980;  Union County is $29,850; and Jackson County is $37,040.  Rents are based on incomes, and with lower rents in those counties, you cannot get the income stream, and the people who are making 60% of median income in the rural counties are only making $8, $9, $10 per hour.  The more we do this kind of development, the more affordable housing we are going to do.  If there is a mixture of units with efficiencies, one, two and three-bedroom apartments, there will be an equal distribution for affordable units.  
Discussion continues about location of current projects. 

LaMont comments that sometimes in small communities you may only need 10 units, and you might be able to use another 5 units at market rate.  When you restrict it to totally low income, sometimes you eliminate people.  Even though the rents are market rate you could possibly have a larger project if you were able to add in some tenants that did not have to be low income.    

Epstein states that the economics don’t work because the market rate rents are only 60% rents.  If you are a developer and the rents are at 60%, you are going to make the whole project affordable because you get more equity.  They would need to get higher rent for them to offset the equity.  Jack Duncan says that when the rents are at 60%, where you are running into problems is with workforce housing in the coastal communities.  Epstein adds that his point is that if 60% rent is $500 in that community, and market rate rents are $500, the developer is going to make all the units 60% because he is going to get tax credit subsidy.  In some communities it is an economic driver to make the units 60%.  Gillespie comments that if you were using the tax credits, the incentive would be to make all of the units affordable.  He says he thinks they are trying to look for circumstances where they might get the market differential.  If they are looking at the coast and people are having to drive long distances to find affordable housing, the trade-off is then gasoline and paying more for rent.  Hopefully, the department can find those places where a developer can get the higher rents.  Epstein says that sometimes the reality is that the developers won’t go there.
B. Report of the Chief Financial Officer, Nancy Cain.  Report not given because she was traveling to New York for Bond closing.  
C. Report of the Deputy Director.  Rick Crager, reports that he, Victor, Nancy and Bob Larson, will all be in New York next week for the closing of a $35M bond transaction for single-family.  It will be a good opportunity to visit with all of the department’s underwriters, and with the Moody’s rating agency.  Our current rating is AA2.  The fact that the legislature is putting money back into the Housing Finance Fund, to the degree that it continues to be supported, and there is a lot of interest in affordable housing for the biennium, will help in getting the department’s rating restored.     Financial trends are positive for our financial growth, and the department is starting to recover from a lot of the losses that it had taken and sustained two and three years ago.  He says he thinks the department will receive another positive financial statement.  
Regarding the sub-prime issue -- other states are suffering a great deal and HFAs have stepped up to issue taxable bonds, provide counseling services, and a variety of different ideas.  
The budget work session is scheduled for May 16-17, along with HB 3551, and he is hopeful that the legislature will approve something that is close to the $100M proposal.  

Gillespie points out that the reason for SB 984 is that if we reduce the rent all we are doing is taking away from the money the federal government puts into it.  The bill is trying to say that you do not have to go to pass-through on preservation of manufactured parks.  Crager adds that one of the potential problems with regard to bankers, is that with the current program there is the flexibility that if a project starts to have trouble there is the ability to raise the rents within the project to accommodate some of the financial issues.  With this, you would be stuck in the federal contract, so the bankers may not want to fund because it could be perceived as higher risk.  Epstein says that the City of Oakland in California has that issue, and he thinks the bankers would do it.

Crager reports that Lynn Schoessler has been in conversations with John Epstein, and will be presenting changes to the Loan Guarantee program that were discussed at a previous Council meeting.  
The Strategic Planning process is in the early stages of development and he will be seeking input from Housing Council and other key partners as the plan is developed.  Chair Ortiz asks if he will be looking at past history as to what we were able to achieve as a goal.  Crager says  absolutely.  One of the things they want to do is try and come back with an annual report that shows results.  The department is going to try to be more result-oriented.  
On the Conduit Loan Program, the department is working with NOAH to try and enable the department to do smaller deals with the use of tax exempt bonds.  One of the problems is to have enough projects to make sense and also reduce costs.  The department is working with Bill Van Vliet, and met about a month ago with bankers to get interest in the opportunity.   Gillespie says there is the benefit of timing and interest rate security, and that timing, costs, and smaller loans is going to be beneficial.

D. Report of the Director.  Victor Merced introduced Floyd Smith, the departments new Agency Affairs Director, who has an extensive background in communication, media relations, legislation and policy analysis.  He will coordinate our messaging, and help market our products.  Smith says his vision for what he will be doing revolves around two things:  relationship building with media and legislature, and excellence in writing.  Merced comments that he used the Housing Conference to introduce Floyd to the rest of the world, and he emceed part of the Conference.  He thanked John Fletcher and Larry Dillenbeck for attending and working with the department at the conference.  The Housing Conference was very successful, with over 400 attendees.  Our goal was 350.  Feedback has been good.  Our partners, sponsors, and attendees felt they learned a lot.  The conference was well run and well organized.  The Salem Conference Center was great and we are looking forward to a bigger conference in the coming year.  The Governor was a keynote speaker.  During lunch he brought his Food Stamp Diet, consisting of a peanut butter sandwich, while everyone else dined on chicken cordon bleu.  The Governor is very passionate about hunger, homelessness and housing.  The evening speaker was Treasurer Edwards, who was very fascinating and talked about the state’s bond rating.  Speaker Merkley had to back out of being the keynote speaker for the luncheon, so that time was used to give out awards, and the Conference concluded on a fine note.  
Merced is writing an editorial for the Statesman-Journal about the Governor’s speech, as well as the conference, to continue the momentum.  The department is in discussions with CADO (the Community Action Directors of Oregon) to possibly combine housing and poverty, or community services, as one conference.  We are considering having it later in the year and possibly extending it to a three-day conference.  
For the 12th year in a row, the agency has received a Certificate of Achievement for Excellence in Financial Reporting from the Government Finance Officers Association.   Crager says he is not sure he deserves much of the credit.  Roseanne Ward did a lot of the work and covered for him during the interim time that he was Acting Director, and she did an excellent job.
Merced explains that the department is continuing the Community Resources Division recruitment for an Administrator.  Tracy Martineau, the Human Resources Manager, who has been with the agency for several years, accepted a position with the University of Oregon Foundation.  It will be a big loss to the Executive Team, and we are actively recruiting for that position.  He says he is looking forward to going to New York next week for the Bond Closing.    
Chair Ortiz adjourned the meeting at 12:10 p.m.
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