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I.
CALL TO ORDER:
 Chair Larry Medinger calls the July 27, 2007 meeting to order at 9:10 a.m. and asks for roll call. Present: John Epstein, Maggie LaMont, Stuart Liebowitz, Francisco López, and Chair Larry Medinger.  Absent:  Scott Cooper and Jeana Woolley.  Scott Cooper arrived at 9:13 a.m.
II. PUBLIC COMMENT: None
III. APPROVAL OF MINUTES: Chair Medinger asks if there are any corrections to the minutes. There being no corrections, the Motion was read:
MOTION: LaMont moves that the Housing Council approve the minutes of the June 29, 2007 Council meeting.

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz, López, and Chair Medinger.  Absent:  Cooper and Woolley.  
IV. CONSENT CALENDAR: Dona Lanterman, Manager, Single Family Programs Section, asks if there are any questions about the two loans being submitted.  Epstein asks, in light of what is going on in the mortgage market, if the department’s delinquencies are doing okay.  Lanterman says yes, they are.  

MOTION: LaMont 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, López, and Chair Medinger.  Absent:  Cooper and Woolley.   
V. SINGLE FAMILY REPORT:  Dona Lanterman, Manager, Single Family Programs Section, reports that Lincoln Benton Regional Housing Services out of Eugene has been making great strides in Lincoln County.  They have been involved with the Siletz Tribe, West Coast Bank and Umpqua Bank, along with OSU Credit Union in Lincoln County.  The department’s intent is to be involved with those banks and to encourage them to become more involved in the department’s loan program.  West Coast Bank has requested training, which she will do within the next month.  She points out that the department was down this month in the amount of loans that were purchased, but that does not mean it has gone down in reservations.  She explains that it sometimes takes the banks up to 60 days to get the loan to the department for purchase.  Last week the department had 45 reservations, for just under $8M in loans.  The program has not gone down but, in fact, is ahead of last year.  
LaMont points out that in Klamath County there have only been 18 loans so far, and last year for the full year there were 88, and asks if there is a reason for the decrease.  Lanterman says that the one loan for this month is from Klamath and the sales price is $227,000.  She says there is a disconnect between affordable housing and housing prices.   Klamath County is trying to be very active in our program, but the industry is stagnant right now.  LaMont says that in 2006 the average loan was $153,000, and know the average is $161,000, and that $8,000 is a big jump up for a year.   She says it seems to put a real strain on affordability.  Lanterman agrees.  

Cooper asks about the status of on-line reservations.  Crager says that the on-line piece has been something that many state housing financing agencies have done, and agrees that it would improve our program.  He says he will make sure that the department provides additional information about the status of that conversion.  

VI. NEW BUSINESS:

A.
Sandhill Apartments, Loan Guarantee Request.  Shelly Cullin, Loan Officer, Oregon Housing and Community Services, introduces Rob Edmiston of Enterprise Community Partners, and Vince Chiotti, Regional Advisor to the Department.  Cullin reports that Enterprise has submitted a loan guarantee request for a pre-development loan that they are proposing to award to Northwest Oregon Housing Authority for the acquisition of Sandhill Apartments in Seaside.  Sandhill is a 32-unit apartment complex currently financed with an RD 515 Loan; however, it only has 2 units of rental assistance from RD and 8 units of a project-based Section 8 contract.  The current owner has submitted a prepayment request, is wanting to get out of the program, and has had a couple of offers to sell the property with the possibility of converting these units to condos.  Vince has worked diligently with the Housing Authority to put together a package so they could acquire it.  The deadline date for this seller is August 1, 2007, so they are on a tight time frame.  The acquisition price is $1,856,000, and the appraisal comes in at $1,950,000, so there is a $94,000 leeway.  The predevelopment loan is for 100% of the acquisition price to the Housing Authority; however, their loan-to-value requirements are 75%,  so they are short about $393,000, which works out to be a 22% loan guarantee.  Its critical to save this housing in Seaside because it is 32 units of affordable housing for very low income Oregonians.  Once the RD mortgage is prepaid with this acquisition, all of the tenants will get Section 8 vouchers.  That is part of the RD program when their mortgages are prepaid.  Even those that do not currently participate with the rental assistance portion of RD, 100% if eligible will get a voucher and then the 8 unit project-based assisted contract will still remain in place.  She recommends approval of the loan guarantee so the property can be acquired.
Epstein asks what the strategy is for the next 12 – 24 months.  Cullin says that, if approved today, they will submit a CFC application, which they have with them today.  It is a two-year predevelopment loan, so if they are not successful this time, they do have time to participate in a few more rounds of CFCs.  Vince Chiotti explains that because it does have 25% Section 8, it does fall under the department’s Preservation, so if they are not successful this time, they are allowed to reapply in February.  Epstein asks if the Section 8 contracts are coming from RD or the Housing Authority.  Cullin says it is coming from the RD program that they have had for a couple of years for this prepayment process.  What they will do is contact the local housing authority to see if they would be willing to administer the vouchers, but the money does come from RD.  If the Housing Authority chooses not too, then RD administers them.  So it’s like an individual voucher that they can move with them.  

Cooper asks about what the equity is across the state.   Chiotti says that every time he has done a statistical analysis of CFC money over the last ten years, he has done it by population regions, and has found that the money has been evenly disbursed across the state.  This particular sponsor does have other projects with us, and if this loan is successful they will be coming back to try and make this permanent.  Cooper asks if he has any idea how many other projects the department has open at this time with Northwest Oregon Housing Authority.   Chiotti explains that there are presently none open, but that they were successful in CFC last year and they will be starting construction of that project in August.  He says the important thing is that if Council doesn’t approve the request today, those 32 units will be lost.  The owner had an offer to turn them into condos and they were able to slow that down to try and get this process done.  He says that Seaside has lost 22% of its apartment stock to condos in the last six months.  Cullin says that most of the preservation projects the department is doing are in the rural areas.  
Cullin points out that the department has never done a loan guarantee on a pre-development loan.  Chiotti adds that this is a perfect location, and he would estimate that 75% of the employment opportunities in Seaside are within a one-half hour walk.  Epstein says that this is what he likes to see the loan guarantee program used for.
MOTION:  Epstein moves that the Oregon State Housing Council approve a Loan Guarantee to Enterprise Community Loan Fund, Inc. in an amount not to exceed $393,500, or 22% of a predevelopment loan in the amount of $1,856,000, to Northwest Oregon Housing Authority for the acquisition of Sandhill Apartments in Seaside, Oregon.
VOTE: In a roll call vote the motion passed unanimously. Members Present: Cooper, Epstein, LaMont, Liebowitz, López, and Chair Medinger.  Absent:  Woolley.  
B.  Village Quarter.  Vicki Massey, Housing Resource Assistant Manager, introduces Elise Hui, Executive Director of Yamhill County Housing Authority, Don Clark, Former Executive Director of Yamhill County Housing Authority, and David Crawford, Project Consultant (via telephone).  Massey reports that Village Quarter is new construction of 50 units of senior housing located in downtown McMinnville.  The building is urban construction with three floors of residential over a ground floor of commercial space. The Housing Authority of Yamhill County is the sponsor and will be the general partner of the limited partnership owner.  This project was submitted with the 2006 Fall CFC, and it was awarded funds, including some low-income weatherization funds.  During the predevelopment stages of the project, they discovered that they were eligible for more low-income weatherization funding for their compact fluorescent lighting and lighting fixtures.  They have returned to Council to request approval of those additional weatherization funds.  She points out that there would be almost 219,000 kilowatts saved by switching to the new CFL fixtures.  The cost to install the lighting would be $63,517. Keeping in mind that they have already received $80,000 for weatherization, the difference of $114,702 is what they are requesting.

Epstein asks if the request includes CFL fixtures as well as the bulbs.  Massey says it would be the fixtures and that they use low-energy, high light producing fluorescent bulbs.  Epstein asks if there is a requirement that when bulbs are replaced they must be at the same savings level or higher.  Massey says there is no requirement for that, but she does not think any other kind of bulb can be used.  Liebowitz clarifies that the fixtures are constructed in a way that they will only take compact fluorescent bulbs.  LaMont says this seems to be such a tremendous savings and asks if the department is make recommendations to new applicants to use that type of fixture on their projects.  She points out that it more than pays for itself and says it does not appear to be well known because projects continue to come back to Council requesting additional funding.  Liebowitz asks if there is some way in the application itself to make note of certain areas that are beneficial -- some sort of general guideline and reference.  Massey suggests that it could be added to the training for the CFC application process.

Liebowitz says that before he approves $114,000, he wants to know what the need is for that additional money and where the budget is that shows that.  Massey apologizes for not including that in the report and explains that there have been some additional costs to the project, which has increased the total project cost.  There have been some soil issues and the storm water drainage has cost more than was anticipated, so there are additional costs where this funding can be designated.  Liebowitz asks to see a breakdown and says his comfort level would be substantially enhanced if he saw the numbers.  
David Crawford points out that the weatherization dollars are the lesser of the kilowatts saved, so all the weatherization funds have to be used for the cost of installing those measures.  Massey adds that cost increases at this point have been identified as replacing dirt, and $143,000 that was not anticipated.  The rain water harvesting system cost $45,000 that was not anticipated.  Liebowitz asks what the original calculation was and who did it. How was it originally calculated that it resulted in a reassessment?  Crawford explains that at the time of the CFC it was a basic calculation done by the architect.  Once they brought the electrical engineer on-board to actually design the project, they realized the error and did a full analysis of the building.

LaMont says that on the Energy Efficiency Plan, there are costs of labor and materials totaling $194,027, and asks if that is how these weatherization funds are going to be spent.  Massey says yes, the weatherization is treated as a separate funding source.  The sponsor has to show back-up information that shows that those costs were actually incurred for those activities that have been approved.  LaMont clarifies that the increase cannot be used to cover the other costs.  Massey says that is correct.

Epstein clarifies that initially the costs were covered with normal financing, and now those costs have been recalculated and they have discovered that they deserve more weatherization dollars because the savings calculation was corrected, and those dollars must be used for energy savings, and the result is that cost overruns will be covered in other areas.

Cooper suggests that the press or the legislature could characterize this as the developer and the department underestimated the cost of this project in the first place, and then requested more money and the state just freely handed it out.  Massey says that the legislature also allocates the weatherization funding and the department wants to be able to show that it is using the weatherization funding.  Cooper says that if Council approves this today, the department will not have $114,000 to spend on someone else’s project.  Crager points out that  this is a resource that Council has had conversations about at previous meetings.  The problem was trying to capture the kilowatt savings.  Through some of the new measures we were able to actually find other costs that could be covered in these affordable housing projects.  Some of these projects have come back because now the department has a better way of calculating the kilowatt savings.  Liebowitz comments that in the future if we allocate different funding, then in essence that money that was originally going to be used, should be returned.  By using weatherization dollars, you do not have to use your other funding to cover that. It is important that future requests for increased funds show the money is needed and that the other funds that had originally been dedicated now need to be used for other overruns.  
LaMont points out regarding site conditions, that it is difficult to anticipate what is going on, so a lot of the funding needs to have the flexibility for unseen conditions.  Liebowitz says that is why it is important to know what it is that is generating the request, rather than refiguring the calculations.  It raises questions as to what is going on beneath the request.

Cooper asks how much contingency was reserved for this project in the original CFC application and if this would be more appropriately funded out of contingency rather than an increase in weatherization?  Massey explains that the construction contingency is 5% of the construction budget, or $342,000; the development contingency is ½% of the total project budget, or $48,000; so there is about $400,000 in contingency available.   Liebowitz comments that the question becomes “should the contingency be depleted first before other funding?”  He says that is the type of evaluation that is missing in the request.  Massey says she appreciates that and says she would like Council to know that this is a $12M project, and there are a number of places where that contingency could be used along the way.  Crawford adds that they cannot spend any contingency before they start construction because the bank requires 5% to close, and they have not closed yet, or started construction, so they would then have a shortfall in their contingency line item.
LaMont asks what happens to the contingency if it isn’t all used, and does it come back to the state?  Massey says it can be recaptured.  This project has LIHTC funding, so if they have contingency left, or if they have excess basis left, which means they have spent more than they need for the tax credits, they don’t get to keep that.  The department recaptures that amount.  LaMont asks if in this instance the department could be swapping weatherization money.  Massey says that as an end result that could be a possibility.  

Discussion continues about the need of providing for more comprehensive write-ups to Council members prior to presentations at Council meetings.  Epstein comments that Council also needs to recognize that had this calculation been done when the application first came in, his guess is that these weatherization dollars would have been awarded based on the initial calculation.  Liebowitz says he is   not sure of that because he would have looked at the entire budget and been able to look at the entire picture.  LaMont says she agrees that is why it is important to have the information out to the applicants, because the department can save some of its other sources.

Epstein asks if weatherization dollars are state funded, or if they come from utility companies.  Crager explains that they come through Public Purpose Charge dollars.  Epstein asks if there is a time frame on the funds once they are given to the department.  Crager says no, but there are budget parameters in which the department estimates how much.  Cooper says at one point in the Session, the department was on track to lose those dollars, and asks if it ended up being able to keep those dollars.  Crager says there is still an on-going debate about Public Purpose charges, and there were several bills floating around, including using some public purpose funds to assist OMSI.  

Clark remarks that they want to express their appreciation for the support of the Housing Council in funding this project, and that they think it will be a project that the department can be proud of.  There are a lot of green features that they have been able to keep in the project, and they were glad to realize some additional efficiencies of the energy.  
MOTION:  Epstein moves that the Oregon State Housing Council approve an increase of Low Income Weatherization in the amount of $114,702 to the Housing Authority of Yamhill County for the construction of Village Quarter senior apartments.  With the stipulation that every effort should be made by the Department in the event there is contingency left over, to prioritize the recapture to one of the department’s funding sources, such as HOME or Trust Fund.
VOTE: In a roll call vote the motion passed.  Ayes of Members Present:  Epstein, LaMont, Liebowitz, López, and Chair Medinger.  Nay:  Cooper.  Absent:  Woolley.  
Liebowitz asks for a stipulation that if there is contingency left over that it be put back into tax credits as indicated.  Markey explains that on tax credit projects the department always get the final application to do subsidy layering.  At the end of the day, they make sure there is not too much money going into the project.  Liebowitz asks where any left-over contingency would go.  Markey says it does not stay as a line item in the final application, so something has to be reduced to make sure that there are not more sources going into the project than the budget --   perhaps a smaller permanent loan, less one of the other resources going in there.  Liebowitz asks if there were any other resources besides the tax credits. Massey explains that there were  $700,000 HOME; $100,000 Trust Fund; federal tax credits; Oregon tax credits; and then the Low Income Weatherization.  Kowash adds that when they do the final application for the Low Income Tax Credits, what happens is that the overall resources come in as actually spent.  So any money that is in the contingency or other construction costs do not get included in the final application, and that is the figure they use to determine the Low Income Tax Credits.  LaMont asks if it would not reduce the loan, but would reduce the tax credits.  Liebowitz says that is what he is trying to ensure.  Epstein comments that this gets very complicated from an accounting perspective, and that there was a representation that if this was approved the developer fee could go up.  Massey says no, the developer fee could only go up with the department’s approval.  Chair Medinger asks if some money could go back to HOME funds.  Markey says yes, they could do that.  The department always holds 10% of the HOME dollars until the end of the project.  Normally, they may get the final application of tax credits later than the end of the project, and the department could withhold some, pending cost certification.  That might exceed the 10% though, and they wouldn’t want to jeopardize a contractor who may need the money.  She suggests that they could perhaps get it from the housing authority or the consulting firm.  

Liebowitz says perhaps he could stipulate that every effort should be made by the department, in the event that there is contingency left over, to prioritize the recapture to one of the department’s funding sources, such as HOME.  

Markey adds that a lot of times they try to get the grant resources out early, because it saves on construction interest, and saving construction interest keeps the total project cost down.  If a tax credit project comes in under budget, that would be the funding source that they would retrieve at the end.  

C. Seaside Chamber of Commerce Request.  Chair Medinger reports that Council has received a letter from the Seaside Chamber of Commerce and asks Francisco Lòpez to present their request.  Lòpez explains that they have extended an invitation to Council to have the September Council meeting in Seaside.  There are two reasons for that: In September, the Clatsop County Community is going to have a housing forum to look into the affordable housing issues in Clatsop County and their concerns, which includes the displacement of low-income housing from areas that are considered attractive to tourists.  On the following Friday, there will be a bigger event, which was started by a group of adults with developmental disabilities and their families to discuss support services, employment, and other issues.  They would like members of this Council to witness the process and to listen to their stories.  The summit will be held at the Seaside Convention Center.  
Following discussion it was agreed that Council would hold its September 28 meeting in Seaside, and would explore the cost of having future meetings around the state.  One of the suggested locations was the Pearl District in Portland and viewing projects that have been funded in the north end of Portland.

Lòpez suggested that part of the agenda could be to include a time for Council to visit the Housing Summit that will be taking place.  

VII. OLD BUSINESS:

A. Cascadia Village, Follow-up Report.  Carol Kowash, Housing Development Representative, introduces Jim Moorefield, Executive Director, Willamette Neighborhood Housing Services, Kim DeMarcus, Program Analysis and Enforcement Section Manager, and Jack Duncan, Regional Advisor to the Department.  Kowash distributes a budget for Council’s reference.  She explains that Cascadia Village was awarded $200,000 at the February 2006 Housing Council meeting.  The budget was to go for loan pay-downs, aged payables, current needs and capital needs.  Cascadia Village is a 32-unit complex in Sweet Home, consisting of eight buildings with a community center.  It is sited on 2.6 acres and was a preservation property.  It was originally awarded funds by the Department in late 1998.  The complex was built in the early 1970s and is a significant portion of the affordable housing units in Sweet Home.  Capital needs items included exterior and items, such as roof moss removal, siding clean up, parking lot stripping and resealing, and repair to the asphalt entry.  Stairs on one building needed upgrades and painting.  A laundry room upgrade was also needed.  A recreational room update with a move-in functioning office was recommended.  Property signage was not adequate and two signs were replaced.  A sewer lift station replacement was needed as it was working on a back-up motor which had to be replaced to get it functioning properly.  An irrigation system was recommended to increase curb appeal to the property.  Another item listed on a separate capital list was ground lighting for security purposes.  A play structure and equipment will be added at a later date, if funds become available.  Current needs to the units included minor repairs to bathroom drywall, fan replacement, appliance replacements (stove elements, refrigerators), and several vinyl floor covering replacements.  One toilet was repaired and on-site management was recommended for the property.  
Originally they did not have an on-site property manager, because of money issues, so the first recommendation was to get an on-site manager, which they did.  Aged payables were listed for the property and estimated at $12,620.  A loan pay-down of $125,000 was requested to keep the property from technical default with the permanent lender, NOAH.  
Moorefield points out that Willamette Neighborhood Housing Services is going through a series of acquisitions of properties in Linn County Affordable Housing’s portfolio, after which Linn County Affordable Housing will dissolve as a corporation.  Willamette Neighborhood Housing Services expanded their service area to have housing properties in a two-county area, so the name changed, but it is not a new entity.  The process is a series of acquisitions, the assets transferred, after which the dissolution will occur.  Effective January 1, 2007, Willamette Neighborhood Housing took over operations of Linn County Affordable Housing, and became the asset management entity for the portfolio.  

Kowash reports that vacancy rates for the property ran about 7.4% in the first six months of 2007.  In May it bounced up temporarily to 15%, as they had several move-outs right at the end of the month.  July 2007 is expected to be at 6% vacancy with move-ins.  When awarded the extra funding, the project had vacancies in the range of 14-16% and sometimes higher.  It did not have sufficient funds to cover debt service.  Paying down the debt allows the property to have up to a 10% vacancy (3.2 units), and still have sufficient debt coverage.  It also increases income to allow for more repair funds.  Current needs for unit repairs are completed.  Aged payables are paid and all but the landscaping and irrigation items are completed for the project.  The department recently approved a change to the irrigation and landscaping budget to allow funds to repair some sidewalks, that could be tripping hazards to tenants.  There is a little over $18,000 left for the remaining capital items.  The financial monitoring for this project continues in compliance.  
DeMarcus adds that she believes it was previously reported that in September of 2006, the compliance officer went out to conduct the normal inspection and there were a lot of concerns, with 31% vacancy at that time.  The officer inspected 53% of the units, 10 of which were vacant and had not been turned.  The requirement to inspect these type of properties is 20%, so she did half of the units.  In December, the officer returned to the property, which is not normal procedure.  Going through all the vacancies, four were completely rent ready, looked great and she was very impressed.  Of the two major housekeeping issues, one was corrected, and the other household had moved out.  With the site manager there the property looks better, and the laundry room is clean.  The department has not received any tenant complaints.  They have six vacancies at this point, with five applications pending.  Three have been approved, and one has gone through the criminal background check, and is heading to approval.  By the end of August they are expecting to be 100% occupied.  Duncan points out that since September they have gone from 31% vacancy to 2%.

Cooper says that in 2006 the principal justification for needing more funds was that the project had deteriorated to the point where it had become a blight in the neighborhood, mainly because of the deterioration of the landscaping because water had not been turned on in years, and the sidewalks had tripping hazards.  Although a lot of repairs have been made and compliance stepped up, the landscaping and tripping hazard still remain as the outstanding issues, and will be fixed subject to approval today.  He says he wants to make sure that this fundamental issue gets addressed sooner rather than later.  Kowash says that approval was sent out this week.  DeMarcus adds that they are returning to make certain that this process is started.  Kowash explains that since there are now onsite managers, the grass is being watered.  They also have done some of the landscaping, starting with some shrubbery, but they wanted to cut out some of the grass so they have more landscaping and less grass to deal with.  Cooper asks if there is a maintenance contract for the landscaping.  Kowash says she will check on that and report back to Council. Moorefield adds that the onsite managers are doing a lot of the landscaping.

Epstein points out that Council and the department learned from this, from a reporting standpoint, that when something comes back that is a downgrade, or higher risk, that a better format is to include the  history, what has been done to date, etc.  Due to the partial information provided, Council kept asking for follow-up reports.  Cooper asks if the chapter on this project could be closed.  LaMont says that  Jeana had some concerns, so once this is cleared with her then she agrees it should be done. Kowash explains that she sent a question to her asking her to address, directly to her, any further questions or concerns and that she will answer directly to her.  Chair Medinger states that the consensus is that they have done a good job and there is no need for future follow-up reports on this issue. 

VIII. SPECIAL REPORTS
A. Cost Containment Report.  Bob Gillespie, Housing Division Administrator, reports that Cost containment is a relevant topic based on the discussions today, and the department has been talking about this for at least 2-½ years.  The projects continue to get expensive and we have had internal discussions, as well as the review of the CFC process by the advisory group.  There is also an advisory group working on the cost containment issue.  The advisory group consists of profit and nonprofit developers, Housing Authorities, CDCs, consultants, and lenders.  John Epstein attended several of the meetings.   He reviews the information contained in Council’s packet.  He points out that  in the last ten years the cost of production has more than doubled.  Particularly, through the CFC process the department is not funding between 40% and 60% of the applications.  The extent to which the department can begin to pare back the costs and contain the costs, then it will be able to fund 50% to 60% and turning less people away.   He says the total project cost, over the last five years, has had a dramatic increase.  It has gone from $124,000 to $196,000, which is an average cost increase of roughly a 60%.  The largest portion of the cost increase is for construction.  Building materials, labor, etc.  In all projects there are construction costs and soft costs.  Soft costs are things like construction interest, consultant fees, attorney fees, accountant fees, geotechnical, and architectural.  Generally speaking it runs just a little under 30% of the total project cost.  What is interesting is that it shows in the last five years, that the soft costs per unit has gone up 50%, but the soft costs have tracked right along with the construction costs, which is surprising.  Land is not one of the huge drivers compared to development and construction costs.  Legal and accounting expenses when doing tax credit projects, are inherent fees.  We asked a group of our partners about capping this and they wanted to see what the costs were.  In reviewing the costs, in the last five years the expenses have gone down.  The largest portion is in the construction and soft costs.  Whenever we look at the total projects costs like this and it used to be $92,000 and now it is $198,000, there are things that are different with what we do that you cannot make comparisons to market.  Some of the factors are that we tend to build larger units, and there does tend to be more soft costs because you have to hire accountants and attorneys, and you do not see that in market rate projects.  You have to put deferred developer fees into the cost.  This fee is really a cash flow that you are going to get over time, something that is going to get paid back to you.  I look at that as an artificial increase in costs, which might make a 7% difference in the total cost.  Because we have such long periods of affordability, if we are going to err between the side of efficiency and effectiveness, I want something that is effective.  These are going to be developments that are providing affordable housing for a long period of time.  
As a department, when we began looking at this, we largely looked at regulatory items.  One of the first was design limits.  For years we tried to get people up to the minimum square footages.  One bedroom should be 600 square feet; two bedroom, 800 square feet, and so on.  Then all of a sudden, people are hitting and exceeding the minimums substantially.  When we started to see applications that had 1,100 square foot two-bedrooms, two-bath flats, then we had to put an upper limit on what we wanted in square footage.  We could also do dollar limits.  You could do a maximum amount of tax credits per unit, or you could do a maximum amount of square footage cost.  The difficulty is it coming up with a standard.  It is the same with tax credits.  You have to have a different tax credit amount for every bedroom size if you want to cap that way.  We looked at what other states have done as far as price limitations.  Washington is a good example.  They cap their tax credit projects to the limitation set out in HUD limitation 221(d)(3).  For example, in Seattle they use 2-½ times the 221(d)(3) limitation, and the rest of the state gets two times.  It became an arbitrary number when taking a limit and multiplying it by 2½ or 2.  Internally, one of the regulatory things that was debated about is whether or not to have everyone do competitive bidding.  They really did not know if, someone were doing a design build and they were working with a contractor, whether there would be less cost by forcing them to competitively bid with multiple contractors.  Having three contractors bid every job, or a contractor doing it that competitively bids with all the subcontractors.  That was one of the more enlightening things we discovered.  They spoke with developers and contractors and found out that the time to save costs on a project is at the design phase of the project.  It is important to have the builder at the table working with the architects.  Going forward one of the things that we are looking at is encouraging people in the CFC revisions to work with contractors early on.  
Another item the cost containment group came to realize is that the tax credits need be allocated in the Spring CFC cycle.  Another is that the department needed to review its architectural design standards and be clear on what we are looking for, making sure a project is functional for the population that is going to live there for the long-term, and that it fits well into the neighborhood.  Because we are not developers, we would need to contract this out.  The third suggestion was to provide education opportunities on development and cost containment.  We need to get development folks to do training for our partners to describe best practices.  The team recommended the notion of doing an RFP with the intent of trying to find an effective design that is also cost efficient and begin doing that as a demonstration for people of what is acceptable.  
The focus of the CFC revision is to reduce the cost of the application.  The objective is to find a way to have the information we need to make a good decision, and have it cost less.  Part of what we are talking about is the very process of the architectural information -- the schematic, site, floor plans, elevations and typical units.  In addition, we want the applicants sitting down and talking to their architects and contractors and coming up with a good cost estimate to do the project.  Don Geddes, and a similar group of contractors, were asked how well they could estimate the cost of a project. Mr. Geddes said that it he could spend four hours with a client, and go through the list of specifications, and take the time to walk the site, he could be within 5% on the cost estimate.  Betty Markey, Housing Resources Manager, adds that he could do that so long as there was no scope of work increase, such as changing the types of finishes or wanting to add something else on.  Gillespie says that what we would want to do is, after the reservation is made and then a period of time 75-90 days after we make the award, to have people go out and see what can be reasonably be done within that span of time.  One item we want to see is the reaffirmation of the cost.  That what comes in on the application within that 75 days, is still do-able.  There will be performance expectations on the back end of it too.  We need to incentivize people to bring projects in on time and on budget.  Past performance will be something that can be rated in future CFCs.  
Cooper says he really commends the department’s work on this and suggests writing a proactive press release about the department’s cost containment efforts.  He asks if it would be possible to prepare a report converting some of the median and average to percentage increases annually, and to include next to that in another column the Bureau of Labor statistics producer price index for construction for each one of those years, or if there is a sub-index for Oregon.  That way we could compare how we are doing as opposed to others.  Great, great work!
Liebowitz says this really mirrors our experience in terms of costs.  One of the other factors might be our weatherization commitments.  This is a contributory factor to some extent.  In terms of the land finding, he says he wonders if the land prices have not increased, but that the topographies are more cumbersome, thus driving up the construction costs.  Gillespie states that when we start seeing more structured parking, that is because they are digging into a hillside on a small lots, and structured parking is always going to cost more money.  He says he does think the sites are getting more difficult.  Liebowitz says the reason he brought that up in terms of cost containment, is because he wonders if there is some way of looking at ways to identify pieces of land that are not so hard to develop.  Markey comments that actually that was one of the things brought up in cost containment and the need for raining on how to pick a piece of land and how to determine how much there would be in site costs.  

Liebowitz asks about whether the costs of restrictions on taxes have gone up significantly, and whether cities are being a lot more aggressive in raising their STC charges, and if that is reflected in the costs as well.  He says in terms of the development costs going up, if you talk about architectural and developer fee and the like, oftentimes those are a percentage of the construction costs.  He asks if Bob is thinking that the contractor ought to be on board before the CFC is put into place, which would mean perhaps going through an RFP process before the application is submitted.  Gillespie says that is how he would see it happening. He thinks the strongest way to control the cost is to have the contractor working with the architect and the rest of the design team, even to the extent that engineers need to be brought in.  The best way to contain the cost is to have those people identified and working as a team at the start of construction.  
Discussion continues.  Lòpez asks what the average of the consultant cost per unit has been.  Markey says that a lot of time it is a fee per project that they charge, not necessarily based on the size of the project.  Gillespie explains that it is in with the developer fee, so you can do it yourself, or you can contract the work.  When you see a developer fee it may be going to the eventual owner of the project, or it may be paying for that consultant. 

Lòpez asks if Council could get a report on what the consultant fees are.  Markey says that for the projects they used for this report, they still have the budgets so they could evaluate that.  LaMont asks that if they are going to re-look at some of the information, if they could isolate the site costs.  Gillespie says yes, the site prep.

Chair Medinger asks if there is a way to take on that function in-house and meet with a certain group of contractors, experts, etc. and then radiate that out in the form of guidelines. Cooper suggests possibly setting aside a discretionary fund that department staff would use to grant on a pre-development basis to fund a contractor for the consulting time, thus helping the CFCs get through the process.  Gillespie says he likes both of the ideas about creating a specifications list. He says that another idea that he has heard is to have a chat room on the department’s website where people could go and offer input on new products, experiences with other design features, etc. 
Crager comments that he was surprised to see that land was not a higher increase over time, and asks if  there  was donated land involved in the different projects.  Gillespie says yes, it was donated land.  Markey adds that it might have been a rehab only project, and they already owned it so it was not part of the project cost.  Gillespie responds that it could have also included county donated land.  Chair Medinger says it points out the value of recapturing existing units.  Gillespie agrees and says he went to a Green Building Conference in San Francisco last week, and that was one of the things they pointed out – that one of the greenest activities is to preserve the existing housing stock and to make the buildings more energy efficient in the process.    

B. CRD Division Overview.  Merced explains that the reason for the overview is that when he first started with the department several Council members stated they knew a lot about the housing side of the Department, but they were not familiar with the services the department provides.  With a new CRD Administrator joining the department next week, he thought this would be a good time for an overview and understanding of the programs within the CRD division.

Nancy Cain says this is her last official day as Interim Community Resources Division Administrator, and she is looking forward to having Pegge McGuire, who has most recently been Executive Director of Fair Housing Council of Oregon, join the department.  Nancy distributes an organization chart of the Community Resources Division to Council members and gives an overview of the sections within the division.  
The Services Outreach Section consists of two units: the Energy Unit and the Manufactured Dwelling Park Community Relations Unit, and there is also a Housing Services Representative.  Oregon Volunteers reports to the Commission on Voluntary Action and Service, in a joint oversight role with the Department.  The Community Services Section and Energy unit are also advised by the Community Action Directors of Oregon (CADO).  CADO is an organization in statute, made up of directors of our community action agency partners that deliver most of the services that are administered by the Community Services Section and the Energy Unit.  The Advisory Committee on Energy is a group that advises the department on energy, weatherization, and energy assistance, which is a requirement from the U.S. Department of Energy.  That committee also advises the department on programs that are derived from the Public Purpose Charge.  Manufactured Dwelling Park Community Relations works very closely with the landlord/tenant legislative coalition.  The Community Resources Division works with and is advised by many different community based organizations.  Energy Unit administers the energy assistance program funds, as well as weatherization funds.  Energy assistance are subsidy payments for bill payment assistance; some to avoid shut-offs.  Newly passed SB 461 increases the bill payment assistance fund from $10M to $15M per year.  The weatherization program is for low-income renters and homeowners to make their home more energy efficient.  The Community Services Section has a broad range of programs: rental assistance, homeless, food and Community Services Block Grant (CSBG).  CSBG is the backbone that provides basic support and is the gap funder.  Rental assistance is in the form of subsidies for people trying to get back-on-track.  It is a temporary program with a self-sufficiency component.  Homeless programs include shelter programs and emergency shelter programs for people in crisis.  Continuum of Care programs are designed to transition those in shelters to more stabilized permanent housing, and the supportive services that support this program.  The food programs are through USDA.  
Discussion continues about difficulty in obtaining accurate One Night Shelter Counts. 

Cain continues.  The Housing PLUS model is a combination of developing housing, providing rental assistance, and providing services through a case manager.  This model will provide 150 units with the $16.4M the department received from the last legislative session.  The idea is to get people into housing, and to provide them the services needed to remain in the housing.  

The Food Programs have received an increase in funding which will help to build the capacity of the regional food banks to access and bring in more community support.  The Temporary Emergency Food Assistance Program (TEFAP) is the department’s largest federal program.  Most of the money goes to the Oregon Food Bank.  
The Manufactured Dwelling Park Community Relations unit is the one area where the department provides direct services.  It assists park owners, managers, and residents with disputes and provides information about rights and responsibilities of tenants, maintains the park directory, along with other statistics.  The greatest challenge in this unit is loss of parks due to park land being converted to developments.  This division gets involved in conducting park closure fairs and trying to coordinate with CASA, who the department contracts with, to identify parks that are able to be purchased by the tenants, to avoid sale of the land.  
Oregon Volunteers! focuses on volunteerism and provides volunteers to various projects.  Volunteers earn stipends for their work, which can be used towards repayment of student loans.  SB 60 and 61 passed this legislative session, which requires background checks and shows Oregon’s support of volunteers.  
Cooper talks about the frustration he experienced in trying to navigate the system in trying to find out how to sign up for the bulk commodity distribution program.  Crager suggests having him attend an ICCH meeting so they can hear this story. Merced notes that at next month’s Council meeting there will be someone from ICCH coming to talk about food programs in Oregon.  Cain apologizes and says his experience provides the department insight and assures Council that the problem will be addressed.  
LaMont comments that getting more money and getting more resources would be an opportunity to outreach to all of the senior citizens and schools about the availability of money and who to contact.  Cain explains that the money is not available for any administrative purposes.  It is all designed to go to the regional food banks.  Of the money received none of that can go to administer the program.

Cooper explains that the reason I got involved is because the local senior center in his community also runs the senior and disabled transportation system.  They informed the county they were dropping the transportation system because they no longer had the funds to operate it because the food program was taking too much money.  He set out to get them a cheaper food program so they could keep running the transportation program.  He finally got them connected and it turned the program from red to black,  allowed the transportation program to continue to serve people, and to be expanded to serve low income as well.
C.  Future Projects.  Shelly Cullin, loan officer with the department, distributes a one-page memo outlining applications received that are in underwriting and possible future prospects and gives a brief explanation of each.  Merced asks what the total number of units is.  Cullin says approximately 1,900 units.

IX. REPORTS:
A. Report of the Chief Financial Officer.  Nancy Cain, Chief Financial Officer, reports that the department sold $90M of residential loan program bonds.  The department was able to get a great rate.  She is waiting for the final figure, but it looks like the department will be able to lower the rate by 25 basis points or so.  The department also got $1M for down-payment assistance by issuing premium bonds.  The department did variable rate, which was very successful on the rate swap.  That is scheduled to close on Monday.
B. Report of the Deputy Director.  Rick Crager, Deputy Director, reports on the following:

New Hires.  The department has hired a new Community Resources Division Administrator, Pegge McGuire, who will start on Monday.  As of Monday, it will be the first time in a year and a half to have a full Executive Team.  The department has also hired a new Central Oregon Regional Advisor to the Department, Debi Price.  Gillespie adds that the Central Oregon region extends from Hood River to Klamath Falls, and that she will be living in Bend.  Crager also reports that the department hired a new HR manager, Ron Meek, who has already started.  
Prevailing Wage.  The department continues to work with the Department of Justice for guidance and interpretation.  A letter is being drafted to Commissioner Gardner of BOLI in an attempt to make sure the department is interpreting the prevailing wage law correctly.  Once confirmation of the department’s interpretation is received from BOLI, we will submit the information to all of our partners.  
Housing First Model.  There are $16M of lottery backed bonds for this program and there are currently internal discussions on how that will be rolled out.  The department did not get all of the funding that it asked for and it will need to get some local support to fill in the gap.  The other piece of that package is $8M for preservation. This money will be used to preserve 300-600 units of Section 8 housing that will begin to expire in the next four to five years.  Including the 12 projects that Shelly mentioned earlier, there are 312 units.  Hopefully, we will be able to demonstrate to the legislature the results and outcomes to try and get more dollars.  We also meeting with a variety of partners and having some discussions regarding that.  
Also awarded in the budget was $2M for the restoration of our Housing Finance Fund.  The legislature wanted the department to put that money to work, and the current plans are to expand the current predevelopment loan program; and establish of a revolving fund available for the gap financing for manufactured park purchased.  
County involvement with funding was asked about at the last meeting.  Beginning in late September, early October, some members of the Executive Team will begin making trips throughout the state to give people more information about the department, particularly around the budget.  We hope to get feedback and begin having conversations with the counties, cities, and partners in the community around the issues of affordable housing and where we can help each other.  Cooper says he wants to be real clear that he suggested the department go to counties where subsidies provided a large amount of funding, not all programs.  Crager explains that the message he has heard from him is how can we as an agency be more visible and do more outreach.  He says his hope would be that the department could accomplish a variety of things, with the first task being to educate on the department’s budget and some of its initiatives.  Merced adds that the department’s RADs will be involved in helping set the agenda, and will help to make sure they talk to the appropriate people in the communities.  Beyond just asking what they can contribute, equally importantly is what are some future opportunities.  At the federal level there is a lot of discussion around developing a national housing trust fund.  Those are additional federal dollars that will be directed towards the states.  The earlier and better we position ourselves to having these discussions, two or three years down the line when this money starts to be available, we will be prime to do some innovative things in the communities.  
OIG Audit.  There is nothing new to report other than we have submitted our response back to OIG with one last finding, and the hope is to be able to report next month that this is concluded.  
Low Income Housing Tax Credit Program.  There have been some recent changes in terms of calculations for maximum rents.  Gillespie explains that it is more than tax credits, and that it also involves HOME funds and the bond program.  It starts with HUD doing a determination of what the incomes are in different counties.  The traditional method has been to take the census and then do yearly updates on that material.  What they have done is to switch over to the American Community Survey, which is probably more accurate information.  In the process of doing this, while problematic nationwide, it is particularly bad in Oregon.  They found that what they have done since 2000 is overestimate the amount of increase in incomes in the different counties.  The income derives what the rent is that we can charge on the projects, so a household only spends 30% of their income for rent, which includes utilities.  The result was that in 33 out of the 36 counties in Oregon, the incomes are essentially being frozen for period of two and/or three years.  It has large implications to both the department’s existing portfolio and for people applying for new applications.  It depends whether people are at the maximum rents.   APM has looked at the risk share portfolio and determined that some people still have the ability to push up the rents, provided the market allows it.  If you look at what the department has done in the CFCs over the years, where there is a mixture of rents at 30%, 40%, 50% and 60% of median income, some of those may be at the maximum rents.  When we underwrite these, the assumption is that rents will increase by 2% or 3% a year, and expenses will go up 3% or 4% a year.  If the rents remain frozen, then these projects could have declining cash balances and even negative cash balances.  We did send a letter out to our partners.  Although we do not want to be the only solution, we do want to be available to people to have a discussion that we would amend our restrictive agreements.  For example, if they have 40% rents for a period of time, we could raise them to 50% to allow additional cash flow to the projects.  In some counties rents have been frozen for two or three years.  We are going to add two or three years on top of that.  That is making the assumption that incomes are going to go up.  To be positive, this means when we come around to the year 2010 we will not have this draconian change.  At least we are dealing with it now rather than doing a trend analysis. 

Liebowitz remarks that in some cases not only do the rents have to be frozen, but they may have to be decreased.  The point being that a lot of rent allocations have to do with utility allowances.  Utilities are going up, and you would actually have to adjust rents downward to stay even, if you are already maxed.  Gillespie says he agrees with his analysis of the utilities. 

Cooper says he doesn’t believe the ACS estimates look at rural counties or do any estimates based on rural data in between census.  They are only tied to MSAs.  He asks what that means for Oregon’s mostly rural counties in terms of what is going to happen to estimated median incomes, and how that translates into big changes after the census data is conformed to the ACS data.  Gillespie says he  assumed, because of limiting the rents in all the counties and they say they are doing it by ACS, that they must be looking at income in the rural counties.  If they are not, then he does not have an answer for that.  Cooper suggests going on the census.gov website; going to the community survey; and then going to any one of the rural counties.  He says you will find “data not available,” which has always been a frustration for him as a policy-maker.  It will create a big gap when the adjustment is done after the census. Floyd Smith, Agency Affairs Director, points out that the information they have covers all the counties and their assumption was that the information from ACS analyzed all the counties.  Cooper says he believes that is drawing on the nearest MSA and then assigned to counties within a geographical distance from an MSA.
Epstein cautions that from a policy standpoint, if people start coming in and demonstrating that their rents are frozen and they are at 45% rents, they would be allowed to go to 50%.  He says he would hope the department would be looking at debt-service coverage ratios, and that this should only be offered to projects that are at risk of not being able to service their debt.  Some people could see this as an advantage for them to get more cash flow out of the property.  Crager agreed that this will need to be looked are carefully.  Gillespie explains that they would look at audited financials before amending the agreements.  The last time they looked at debt coverage ratios on the tax credit projects in rural Oregon, they were not very good.  
C. Report of the Director.  Victor Merced, Director,  explains that the reason he came in late to the meeting was that we had a private briefing with the Governor about his next legislative priorities.  He says he thinks it is important as citizens and Council members to hear what he heard this morning.  The Governor was very pleased with this past Legislative Session.  His challenge to us was two-fold; one is how do we top what we did this time with our priorities and funding strategies; and second he challenged the department with how to frame the issues that are important to us so that the public hears about what we are about, and that they listen to what we have to say.  How do we frame housing to the general public, so that they care about it and that they listen to our concerns?  Focus on messaging this issue will be on future agendas.  In terms of his priorities he had four:  1) Focus on transportation.  To take that in a different direction, instead of looking at it from the resource side, he wants to make the economic argument around transportation.  Why is it important to the State?  Link that to the economic development message.  2) Focus on healthcare.  His strategy for looking at healthcare issues is to focus on what he calls an insurance exchange.  To give citizens a menu of options on health insurance.  The focus would be on a mandate from the public that every citizen in the state of Oregon needs healthcare and adequate health insurance.  In order to get there he is going to require that there be a subsidy to help comply with that mandate, and attached to that would be a revenue source.  3) Education.  To look at the post-secondary system more closely from a capital infrastructure development standpoint.  His goal is to secure resources for managing infrastructure and capital investments in higher education.  As part of his legacy, he wants to ensure a consistent long-term investment in higher education, rather than short term fixes.  He wants to spend more time focusing on the overall university system in Oregon.  He believes it is in a deep crisis.  Finally, he wants to spend more time focusing on taxes and the tax system in Oregon.  To make it more equitable and look at ways to better fund the operations of state government.  Sales tax will be part of that discussion.  For the legislative session in February, his priorities will be to get more funding for state police.  He wants to get the full 100.  He got 40 positions this last session. He is looking at getting the state identification established for Oregon.  4)  The OMSI issue.  He is waiting for the Attorney General to issue the opinion on whether or not it is legal to take money out of the Public Purpose Charge to redirect it to supporting OMSI’s debt.  A lot of his priorities will depend on the fall revenue forecast, but he is pretty optimistic about these agenda items.  
Chair Medinger asks what the mood was.  Merced says he thinks there was, to use his term, “unbridled enthusiasm.”  Everyone seemed to be able to get increases in their budget.  People are feeling good for the first time in a number of years.  
D. Report of the Chair.  Medinger  reports that Dr. Alan Bates, who is a Senator from Ashland, said that “unbridled enthusiasm” is a good term.  He said that the tipping point this session was monumental.  There has been a relatively small minority that has been in control of the legislature for years, and that they have lost control of their caucus.  There was a large increase in bipartisan approaches to everything from education to our department.  For him, it was exciting to be part of a legislature that could actually open the doors and do something.  It also has to do with being in a better position financially.  
X. FUTURE AGENDA ITEMS:  Merced says that for the next meeting someone from the Hunger Relief Task Force will give a presentation on the food delivery system in Oregon.  He has also asked Maggie LaMont to give a report next month on what she learned at the Housing Conference she will be attending in Cour d’ Alene, Idaho.  We will also spend some time at the next meeting discussing the Seaside meeting agenda strategy to line ups speakers.  Crager suggests having Vince help on setting up a tour of some of the properties Council has been involved with in that area.

Chair Medinger adjourns the meeting at 1:30 p.m.
/s/ Larry Medinger                    8/24/07
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