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I.
CALL TO ORDER:
 Chair Larry Medinger calls the April 4, 2008 meeting to order at 9:00 a.m. and asks for roll call. Present: Scott Cooper, John Epstein, Maggie LaMont (via telephone), and Chair Larry Medinger.   Jeana Woolley arrived at 9:45 a.m. Absent:  Stuart Liebowitz and Francisco López.    
II. PUBLIC COMMENT: None
III. APPROVAL OF MINUTES: Chair Medinger asks if there are any corrections to the February 22, 2008 Minutes. There being no corrections, the Motion was read:
MOTION: LaMont moves that the Housing Council approve the minutes of the February 22, 2008 Council meeting.

VOTE: In a roll call vote the motion passed. Members Present: Cooper, Epstein, LaMont (via telephone) and Chair Medinger.  
IV. CONSENT CALENDAR: Dona Lanterman, Single Family Program Manager, explains that the Consent Calendar consists of eleven loans totaling $2,852,594, and is a mixed grouping from around the state.  The prices range from $315,250 in the Canby/Sherwood area, to $202,797 in the Jefferson area.  She points out that loan number eight has a 520 square foot basement that is not reflected in the report.   Cooper states that he would like to know the names of the people in Prineville to make sure he does not have a conflict of interest.  After hearing the names Cooper  states that for the record they are potential conflicts, but since they are potential, not actual, he can still vote.   
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: Cooper, Epstein, LaMont (via telephone) and Chair Medinger.    
V. SINGLE FAMILY REPORT:  Dona Lanterman, Single Family Programs Manager, and Craig Tillotson, Loan Specialist.   Lanterman reports that the Cash Advantage Program, which was started in January 2004, has been temporarily suspended for what they hope is a few months, due to the fact that the PremiumPak bonds that are used to fund that program are currently difficult to sell.  The Rate Advantage Program is still in place.  Last year the average weekly loan reservations received were 42; last week they received 30 loan reservations, even with the temporary suspension of the Cash Advantage Program.  The department’s rate is close to the market interest rate, and FHA seems to be close to our rate.  Our rate is currently 5-5/8% on the Rate Advantage.  To do a 97 Flex program with Fannie Mae it would cost 6-5/8%, so the department’s program is still very popular. Cooper asks what is happening as far as demand.  Lanterman says it did slow down when the department took away the Cash Advantage Program, and that if the department stays at the rate it is now at, it will see a bigger slowing, because it is only 1/8% apart.  Cooper asks her to quantify that information.  Lanterman explains that they  would need to see the numbers for two to three weeks to really answer that.  Epstein asks why the department’s rate is so close to market rate since our bonds are tax exempt bonds.  Crager states that the bond market has not responded with the reductions.  They have seen the Feds’ actions and a drop in some of the conventional rates, but the bond market has stayed flat.  Epstein says that from a financial standpoint this is not affecting anything yet, but if this trend does continue it will affect the agency budget.  Crager states that in terms of the budget, the impact from the Single Family standpoint would be the fees that are collected upfront, which would have the biggest impact on the department’s budget this biennium, and the good news is that we are relatively conservative on our budgeting.  
VI. SPECIAL REPORTS:  

A. State of the Economy.  Tom Potiowsky, State Economist with the Office of Economic Analysis.  Potiowsky explains that their responsibility is to provide quarterly economic and general fund tax revenue forecasts, which are used to set the legislatively approved budget, and the Governor’s recommended budget.  Following are some of the points of interest contained in his report:
· Housing and energy are slowing the economy and households are also slowing their spending.  
· Items associated with the housing market are filtered through to other markets.  The one common good in every market is money.  It is the informational link between markets.  When you start to have problems in the financial markets, that can spread through all other markets.  
· Major economic indicators are pointing to a slowdown of the US Economy.  The March jobs report showed another drop of about 76,000.  That is the fourth consecutive month of private job losses, the third consecutive month of total job losses.  
· His office uses Global Insight, which is an international forecasting firm.  They included in the first week of February, in their baseline forecasts, a recession scenario for the US Economy.  That directly affects how they view what is happening in the Oregon economy. 
· Crude oil and natural gas prices, Global Insight predicted that in January the peak would be $90/barrel.  Their most recent forecast now has it peaking at $100/barrel.  The general trend is coming down, but one aspect is it is not coming down below $80.
· Bottom line for the US is that we are definitely in the danger zone; credit conditions are tightening.  The difference between a credit crunch and credit tightening is that in tightening creditworthy people can still easily get funding.  In a credit crunch even creditworthy people have trouble getting funding.  We are moving closer into the credit crunch aspect.
· It is their hope that house sales and construction in the US will hit bottom this spring.  He thinks they will see it settle down and see some improvement in 2009.  
· The one that is really questionable is whether inflation will settle around 2%.  Inflation has to be a continual rise in prices, so if oil prices do not continue to rise and they plateau, then the pressure for prices to continue to go up goes away and the rate of price increase should fall.  
· Regarding a possible recession -- the baseline forecast they come out with is both optimistic and pessimistic.  The optimistic is a touch-and-go that we hit it, it’s a mild recession and as we get into 2009 things start to improve.  The double dip recession is what we saw in 2001.  Where we have a recession in the first half of this year, the stimulus packages start to work their magic and help out the markets, and then in the second half we start to see some improvement.  Then we get into 2009 and start to slip back into recession.  That is the worse case scenario.  
· The Oregon economy figures they have are for February.  What is interesting is that the manufacturing sector, in Multnomah County and surrounding counties, is the area in 2001 that took the biggest hit.  This may be due to the export situation.  The figures are in relative terms, and seasonal employment is not taken into account.  The eastern counties this time of year would be double digit for unemployment, and they seem to be doing okay.  Everyone is hurting.  Timber related employment is having a horrible problem.  If you have a strong tie into housing, that is where you are hurting.  The non-metro areas seem to have higher unemployment.  The per capita personal income for Oregon’s average is raised due to a few counties in the state.  
· The poverty status is from the American Population Survey.  There are some fairly serious unemployment measures for households that have children under the age of 18.  
· The building permits data is from December 2007 year-to-date.  Bend is having a huge correction in terms of permits, not starts.  Down the road we will see starts reflecting these same kind of numbers.  Medford numbers are encouraging, because if you looked at the year-to-date December 2006, the Medford numbers look like Bend numbers.  
· He believes this time around Oregon will look more like the 1991 recession situation, where we will be floating on the top aspect of the downturn.  He says he wants to make it perfectly clear that he is only talking about the upcoming recession in relative terms.  If the US economy is in recession, Oregon will be in a recession.  The degree to which we are hurt will be less overall.  
· Nationwide foreclosure related filings, default notices, and auction sales increased 75% over the year.  Oregon had a 12% increase, the 43rd slowest rate in the US.  Part of this may be related to being latecomers to the rise of the price appreciation.  There is still some positive price appreciation in the state.  Nevada, Florida, California and Arizona were the really hot markets with huge run-ups.  Ohio and Michigan are the rust belt and they have not seen much at all.  
· Another measure that a lot of economists are using is the Kay Schiller Measure, which is showing a decline in the Portland-Metro area for the first time, although it is only a .5% decline in prices.  The state still has population growth and is still a desirable place to live.  We will probably go negative overall for the state, but it will be relatively short lived.  
· Housing correction has less to adjust, but the latest data from the census department is that the total residential building permits for Oregon are down 51.9%.  Single family is down 48.6%.  This is comparing the same time, January-February 07 and 08, so it is only two months and there are seasonal problems to consider.  These numbers alone are very scary, if there is not a better explanation as to why these numbers are so large.  
· Job growth in the fourth quarter really slowed down -- .6% annual rate.  Unemployment rate was relatively unchanged.  We are still seeing positive job growths.  Unemployment benefit claims are up by 3,000.  They are starting to approach what we saw during the last recession.
· Exports have been our bright point.  Our goods look relatively cheap overseas.  Oregon is positioned well for the Pacific Rim area.  Those are the economies that are doing relatively better at the moment.  
· Construction is down, as well as finance, which is related to mortgage originations and refinancing.  Wood products are down over the year.  Those in the industry feel this is worse than it was in the early 80s.  
· The most troublesome is the recent drop in the retail trade which is part of the overall consumer spending, which is starting to slow down.  They do not think the leading economic indicator says recession, but the slowing is here and will continue through this summer.  
· Housing starts will continue to drop this year, with a correction and mild growth in 2009.  House price appreciation will go negative, but the adjustment will not be very deep, so it will be quick.  
· Job losses are possible.  Fiscal stimulus packages will help in the second half of this year.  Budget drivers, such as TANFs, foster care, and HeadStart are a little bit stronger.  The real problem is in long-term care. Even though this is lessening, it is showing a huge growth over the next 10 years.  
· Inflation factors are hopeful.  Energy prices could work their way through the economy.  
· General Fund Revenue -- personal income has a very small increase from the last biennium in terms of what we expect for this biennium.  The corporate profits really do start to drop.  We estimate that the current General Fund Revenue for the 09 Session will go up about 12.4%.  We have to wait for this month to be over and see the final payments on personal income taxes and what is happening with refunds.  
· Lottery -- overall just a bit of decline.  We see some softening, but lottery spending does not change with the economy -- it follows consumer spending.  
· Debt service has been growing.  The education stability fund is up to 18%.  
· Bottom line, to the extent that the US economy goes into recession, Oregon will also go into recession, but we will float on the top of this one.  
Cooper asks if he sees the recovery scenario different for rural Oregon versus urban and, if so, how?  Potiowsky says yes, and that what will probably be seen in rural Oregon is that the drop in their activity will be less than in higher metro areas.  Likewise if the metro areas come back, they will surpass the rural areas as they come up.  Cooper states that the withdrawal of the local county payments program and collapse of their local governments is forecasted and asks what the affect will be.  Potiowsky states that it will have a huge impact, but that no one quite knows how it will unfold.  It is a very scary situation for them, especially if the federal timber money goes away, because there is no good replacement.  
Epstein points out that for gas and oil, the third and fourth quarters of 03-04 showed it at $35 a barrel, and now it is over $100.  Yet in that timeframe the pump prices did not go up 350%.  He asks what keeps that down, and why there is no match-up.  Potiowsky explains that the exact match-up is that the final gasoline product that is at the pump is made up of about 40% raw oil; so the transportation and refining, and all that those costs have changed, as that 40% has gone up, it translates into a smaller overall change.  

Epstein asks how much of his analysis addresses the Oregon natural resource based economy of ‘91 compared to now, and how much that weighs in and affects the diversification.  Potiowsky says that if someone had told you that the wood products industry today is in worse shape than in 1981, that was the worst downturn since the Great Depression.  Now there is some positive employment growth that would not have been the case back then.  We are more diversified.  We are, however, a manufactured-based economy.  This time around, our high tech area will do better. 
Epstein states that 89% of the state’s revenue comes from personal income taxes.  When new industries are brought in and they are given tax waivers on the corporate side to entice them in, since they are employing people who are paying the 89% tax, how does that balance?  How much should you give up to make that attractive?  Is there a threshold that economists apply?  Potiowsky says there is.  It is a tough one because you would like it to at least be on the positive side.  The other part to look at is if you have a large corporation come in and build a big plant, what about paying for the roads and the school system and all the things involved.  You want them to at least pay enough to cover that.  The unknown is what is truly the tax break they received that got them into the state.  Other items are more important, such as a workforce and infrastructure.  

VII. NEW BUSINESS:  
A. Town Center Station Apartments, Predevelopment Loan Request.  Becky Baxter, Loan Officer, introduces Anna Geller, President, Tamara Holden, Assistant Project Manager, and Liz Eddleman, Resident Outreach & Resource Coordinator, Geller Silvis & Associates. 
Epstein states for the record that he will need to abstain from the vote because of his affiliation with Wells Fargo Bank.  
Baxter reports the following:  Town Center Station is a proposed 52-unit affordable workforce housing development immediately adjacent to Clackamas Town Center Mall and the new Town Center Light Rail Transit Center.  Geller Silvis & Associates will serve as the developer of Town Center Station, and it will be owned by Town Center Associates Limited Partnership, of which Monterey Avenue Investments LLC will be the managing general partner.  Anna Geller is the full member of Monterey Avenue Investments.  Town Center Associates is requesting a predevelopment loan in the amount of $499,000 to pay off a current higher interest rate loan.  The payoff amount is approximately $412,000, and with the remaining balance of the funds the borrower would be paying for other predevelopment activities in preparation of the Consolidated Funding Cycle application.  The security for the loan is the land.  An independent broker’s opinion of value was provided at the request of the department and the estimated value was between $1 and $1.2M.  Using the lower estimated value the security is more than adequate for the loan with a 52% loan to value.  The department will be in first lien position.  The proposed development is located on approximately 1.4 acres of land.  It will have 42 one-bedroom and 10 studio units.  It will be designed around a central courtyard with extensive community space, community gardening areas, one-to-one parking and extensive storm water retention systems.  Three units will be fully accessible to those with physical disabilities and all units will be adaptable to use by the physically disabled.  Rents will range from $465 for studios to $598 for the one-bedroom units, targeting individuals in the 50% to 60% range of area median income.  The borrower will be applying for Consolidated Funding through the next two cycles.  If they are not awarded in the first, they will apply in the second cycle.  If they still do not receive funding at that time, the borrower is willing to put the property on the market and the predevelopment loan would be paid in full with the proceeds from that sale.  The total project cost is approximately $9.8M.  There will be LIHTC, OAHTC, Trust Fund and Weatherization Fund through department resources.  A tentative allocation of $335,000 in Clackamas County HOME funds has been allocated.  Town Center Station is in one of the seven metro designated regional town centers, and the borrower will be applying for $300,000 in Metro TOD funds.  Early indications are that those funds will be made available to the project.  Due to current resurfacing and improvements being made to Monterey Avenue, the roadway in front of the project, the borrower has been working on bringing utilities to the site.  By coordinating its efforts with the improvements already underway, Town Center has greatly reduced the cost to bring utilities to the site and further reflects its commitment to this affordable housing project.  The borrower has met all the predevelopment loan program requirements with the loan-to-value of 52%, and with the department’s first lien position there is minimal risk to the department.  Baxter recommends approval of the loan. 
Geller states that she has not had the pleasure of working with Becky Baxter before, and she is very impressed with her work, her clear communication, and her prompt turnaround.      
MOTION:  Cooper moves that the Oregon State Housing Council approve a Predevelopment Loan in the amount not to exceed $499,000, at a current interest rate of 5.20% per annum for a maximum of two years to Town Center Associates Limited Partnership to pay off a higher interest rate loan and other predevelopment activities for the development of Town Center Station Apartments in Portland, Oregon.
VOTE: In a roll call vote the motion passed. Members Present: Cooper, LaMont (via telephone), Woolley and Chair Medinger.   Abstain:  Epstein.
VIII. OLD BUSINESS:  

A. Section 8 Preservation Update.  Shelly Cullin, Loan Officer, explains that last month when she presented some Section 8 projects for conduit financing Council asked that she come back this month with a follow-up report because the day before the borrower had lost their equity investor.  She distributes two spreadsheets and explains that the colored one shows the pipeline for conduit, mainly the OAHTC program and the grant resources.  The other spreadsheet is just informational and is a spreadsheet she received from HUD, which shows all of the Section 8 projects in Oregon, and includes 202s, 811s, their own insured program 236, the department’s risk share programs that have Section 8, the department’s Section 8 portfolio, and some of their market-to-market projects.  
In regard to the status of the three projects brought before Council last month:  The day before Finance Committee she was planning to bring five new projects to Council for approval.  She received a call from US Bank, who is one of the department’s biggest conduit lenders, informing her that they are not out of the market, but the benefit the bank gets from the tax exempt rate has been lost.  Their tax exempt rate is the same as their conventional rate.  So the projects the department is currently working on with US Bank are not lost, but they have had to increase interest rates.  Instead of seeing a potential OAHTC loan interest rate of 1-1½% they are going to see 3-3½%.  That means the department is still going to be able to use its OAHTC and projects are still finding equity investors.  The biggest hit now is the need for more grant resources to fill the gap.  Cullin gives and overview of the projects listed on the spreadsheet.  Chair Medinger asks if all of the projects listed are conversions from the original program, or are they “saves,”  and asks if the department is in danger of losing any of them. Cullin says yes, they are Section 8s and most of them are part of the Oregon portfolio.   The department is not in danger of losing them at this time.  NOAH is working on a short term loan program, so that if they cannot find an equity investor they may need to look at that program so they can at least have site control.  She is hoping to get this pipeline through by June.  
Cooper asks if property values start to slide, how that will change the demand for our resources.  On a lower value property we might not need as many gap resources or does everything get compressed proportionally?  Cullin says it would probably be proportionally.  Right now the appraisers are having trouble valuing these restricted properties.   Cooper says he is hearing from his local housing authority that we do not have any Section 8 vouchers to give away.  What is the lack of vouchers doing to the demand?  Do some of these projects need to be allowed not to convert?  Cullin explains that they are project-based.  So it is different than the individual vouchers that are allocated to the housing authorities.  On the flip side, that is why it is important to preserve.  Even though if these owners choose to opt out, or were not able to preserve these projects, the federal government gives these residents vouchers that the locals administer.  It is not part of their allocation that they get as a housing authority.  She says she is not sure if they have to stay in the community or can transfer from county-to-county.  LaMont states that they have to stay within a year and then after that they become part of the housing authority’s portfolio.  Cullin adds that the tenant is somewhat protected on an opt-out.  The only other difference is that they would have to pay 40% of their income on a voucher, where project-based is still 30%.  Cooper says he would think that portability would become increasingly important as the unemployment situation gets more unstable.  Cullin comments that landlords do not have to take Section 8.  Another challenge is not finding an available unit that will accept vouchers.
IX. REPORTS:
A. Department Expenditures for Rural and Urban Areas of the State.  Lisa Joyce, Research and Analysis Manager, and Natasha Detweiler, Research Analyst.  Joyce distributes a handout entitled 2003-07 Expenditures by County and explains that that purpose of the report was to  look at how the department’s money is distributed to rural areas versus urban.  What they found is that there is a high correlation between population distribution and OHCS expenditures.  Detweiler gives an overview of the report:

· They looked at expenditures from 2003 through 2007.  They looked at CDBG funds, Section 8 funds, single family loans (both the number, as well as the funding), and multi-family funding sources.  In terms of looking at population numbers, what they used in order to get a number for counties with smaller populations, was the certified population estimates that the population research center produces.  They looked at the same time period, the populations, and then calculated the percent of the state population that is within each of those counties and compared that with the percent of all of the department’s funding that goes to each of those counties.  Overall they found that it was highly correlated to the population within those counties.  There was nothing alarming.  
· With regard to the percentage point difference between the funding and the percent population, Multnomah, Yamhill, Morrow, Umatilla, Union, Jefferson and Klamath received more funding than their population percentage would indicate.  Tillamook, Washington, Clackamas, Linn, Benton, Lane, Douglas and Jackson received less funding than their population would indicate.  This is not along a specific rural or urban definition.  
· With regard to the type of funding, as well as the funding dollars that each county received, in the case of urban areas that have their own federal allocation of CDBG funds, they do not get any CDBG funds from OHCS.  For Wheeler County, all of the funding is from the Community Resources Division.  
· Regarding CFC Entitlement / Urban Areas, for the Consolidated Funding Cycle, they used the 45/55 split, that is based on entitlement areas.  So different cities, counties or metropolitan areas can apply to get their own allocation of CDBG funds.  OHCS does not allocate CDBG funds to those areas.  The places that get their own allocation of CDBG funds are Corvallis, Clackamas County, Eugene-Springfield, Salem-Keizer, Multnomah County and Washington County.  Those are what, for the CFC, are considered urban areas.  Those areas constitute about 55% of the statewide population, and then 45% is in the CDBG non-urban population.  The way the federal government and the census bureau look at urban and rural is really in terms of a metropolitan area, or non-metropolitan area.  They consider a metropolitan area anywhere with a city or municipality of 50,000 or more, and then the surrounding counties.  This gives a different breakdown of 78% to 22%. 
· Joyce notes that the single family expenditures reflect that certain brokers are more familiar with the program and there is more activity in certain parts of the state.  
Epstein asks if they know how the dollars were distributed by county versus percentage of low and moderate income people in that county.  Detweiler explains that they ran the numbers considering the rural versus urban question, and that they could do that.  One challenge with that is for the rural counties they would need to depend on older data, which leads into the same cycle of reliability.  Joyce adds that the issue would be looking at pre-2001 recession information.  Epstein suggests that perhaps a more accurate way to do it would be the number of children on lunch programs in public schools.  Cooper states that would not be a good measure because the schools get extra funding if they get children registered.  Epstein also suggests that PSU has another indicator that could possibly answer that question.  Detweiler explains that it is also how you define how the funds need to be allocated.  Their approach was to reflect the population distribution.  It certainly is something that would be interesting to look at.  Cooper says the one piece of data that we do have for all of the communities is the estimated median income for each year, and we have no idea what the price of housing is on a community-wide basis.  He suggests perhaps contracting with PSU to develop an index of median house prices by county on an annual basis.  Detweiler states that she thinks they could access far more easily the median home sale price, but they do not have the rent costs and availability, and that is what is affecting the people that OHCS serves.  Oftentimes there is a disconnect between the availability and the housing price.  Cooper asks if they could look at the other 49 states to see if there is a model the department could use.  Joyce says yes, they could look into that.

Epstein asks what the purpose is of this data.  Merced explains that they wanted to show what the distribution was throughout the state, because not only do they get asked that on their road trips, but also in front of the legislature, so they wanted to be able to answer the question.  Cooper says that personally, he thinks this is very valuable information.

Merced asks, when we did the total expenditures and population by county and we found out that Multnomah County has more than the surrounding counties of Clackamas and Washington, what does that tell us?  Detweiler explains that their initial take on it is that most of the City of Portland is in Multnomah County.  This could be construed as one of those situations where the entire Portland-metro area, including all three of those counties, have funding sources outside of OHCS that other counties might not have access to.  Which means that all of these start out with more funding.  In the case of the City of Portland, they have a tremendously higher capacity to use funding because they have a large grouping of lower income residents and organizations that exist to provide services and develop housing.  Vince Chiotti points out that this would include bond deals and the equity from those deals.  Portland has put $145M into affordable housing over the last ten years, which is more than any other place in the state.  If you break out the CFC applications, Multnomah County would receive funding at a level more closely matching its population.  Woolley says it would be worth testing that assumption.  It seems to her that this makes the case for counties beginning to step up and do some investing themselves to leverage some of the other resources that are available to them from the department.   Chiotti says that if you look at the other two metro counties, Washington and Clackamas, they are both way below their population levels because they do not contribute to those funds.  Detweiler explains that if you look at the places where Multnomah County is higher, it is not in CDBG, it is in Section 8 single family loans and multi-family.  It is not in the community resources.  Woolley states that without the clarification, if they are going to use this in the places they say you are going to use it, they would end up not proving their point to those that do not look any closer.  She thinks that the additional step needs to be done so that they can have these footnoted.  

Cooper asks what the reference is to micropolitan counties.  Detweiler explains that the census a year or two ago went from using primarily metropolitan statistical areas to consolidated metropolitan areas.  Micropolitan is a small city, 10,000 or more.  
B. Legislative Concepts / Policy Option Packages.  John Fletcher, Senior Policy Advisor.  Crager explains the legislative budgetary process, the process for legislative concepts, and policy option packages.   Fletcher explains the timeline for submitting the legislative concepts and distributes two draft summaries of the proposed legislative concepts, giving an overview of each.  
LC 1, Document Recording Fee:  Raises the document recording fee by $15.  Excludes federal mining claims and Employment Department warrants.  Funds are directed as follows:  General Housing Account (76.75%) for affordable housing development, special needs housing, manufactured park preservation, and capacity building.  Homeownership Assistance Account (13.25%). Emergency Housing Account (10%).  Crager says it is important to note that we are starting where the 2007 session ended.   We have talked a bit about the counties, and there needs to be discussions with the counties regarding their administrative costs.  The Housing Alliances does have a representative from the counties, Commissioner Bill Hall, and we have asked him to help us determine what the critical concerns are.  

LC 2, Preservation:  Preserves affordable housing at risk and the accompanying federal subsidy.  
Fletcher explains that in the 2008 session, due to the Housing Council’s leadership, the department was successful in raising the OAHTCs on its preservation needs.  It was presented to the legislature that this was a multi-year problem, and they told us to come back with a multi-year solution.  Our plan is to lay out the needs from 2009-2013.  The package only addresses the first step of that long-term need.  It appears we are going to need another $3M increase in the cap for the OAHTC and close to $11M in general fund.  The general fund is for the gap financing that helps supplement what we do on the long-term financing with the tax credits.   
LC 3, Housing Trust Fund:  Allows the department to make loans from the Housing Trust Fund and set the rates.  It also allows the department to make loans from the public purpose funds that go into the Housing Trust Fund.  It does not raise any money for the Trust Fund, and it gives the department more flexibility to work with those funds.  Crager explains that the department can make loans out of the Housing Trust Fund and certain revenue sources, the problem is there is an index that is set next to the State Treasurer’s rate and it makes a loan that is at a high rate.  The public purpose fee money that comes in that feeds the Housing Trust Fund, per its statute, does not allow the department to loan that money.  This is more of a housekeeping item and brings the sources together so the department can do loans this way to create consistency.  Cooper asks if the department didn’t lose the public purpose charge in the last session.  Fletcher says no, the sunset was extended through 2026.  Cooper suggests that if we are going to go with this, perhaps we could include some language to get rid of the sunset altogether.  
LC 4, Manufactured Dwelling Parks:  This is an attempt to follow the New Hampshire model where manufactured homes are treated as real property instead of personal property.  Their lenders give them rates to finance manufactured homes similar to what they do for regular homes.  This will allow us to define manufactured dwellings within manufactured dwelling park co-ops as real property.  The co-op is important to this equation because in the co-op it is expected that the manufactured homes will appreciate in value.  Cooper asks why the department wants to require   them to be nonprofits or organized as co-ops in order to use OAHTC.  Fletcher explains that our partners feel they want to protect the OAHTC dollars to be sure they are going to be applied to housing that is affordable for the long-term.  The concern would be that a for-profit developer could get the advantage of the OAHTC dollars and then turn a profit on the appreciation of the park or something else and we lose the affordability.  We could work it so we could use up money and write into our contracts and administratively try to restrict what the for-profits do to ensure that long-term affordability.  The problem with that is if the department assesses it, it will be much more intensive for the department to monitor on a long-term basis to ensure that the income requirements are being met.  There are not that many for-profits that are going to try to preserve manufactured dwelling parks.  By putting it in statute this way, we will probably be saving ourselves trouble and costs.  Cooper asks how many co-ops there are statewide.  Fletcher says zero in the new model.  There are resident owned parks, but not defined through this new co-op.  Cooper states that the practical problem is that you are going to go to the legislature and say you have to be a co-op, but we have not yet created any.  He believes that is going to be a hard sell and it might be best to have some success before going to the legislature.   He says he understands the aspirational desires, however, he does not think this is practical.  

LC 5, Grant Threshold:  This is the threshold that is required for Housing Council to review loans and grants.  The department had a concept a few years ago that passed that allowed Council to set by rule the single family threshold amount.  The department and the Council can work together to figure out what level of loan they would like to look at, and what level can pass through with department review.  The department is trying to make a similar kind of flexibility with its other awards so that every time it wants to change that threshold it won’t have to go back to the legislature.
LC 6, Community Incentive Fund:  The legislature directed the department to use some of the Community Incentive Fund resources for preserving affordable housing. That is a different mission than how this fund has been used in the past.  This concept makes it clear that it is okay for OHCS to use these funds on preservation without convening the Community Incentive Fund Advisory Board.  Chair Medinger asks if the source of community investment funding is lottery.  Crager says it has been in the past.  There was $20M of a $25M estimate.  There were some monies left over and they actually froze the program to pay for the Housing Trust Fund.  Once they restored that the department used that money specifically for the preservation of housing.  This is a program that does not really exist any more.  The money has been shifted to be used for something else. 
LC 7, Prevailing Wages:  Fletcher explains that this is a placeholder for now.  Prevailing wages went through some revision in the 2007 session and then it was clarified further by the Bureau of Labor and Industries administrative rules.  There are some areas that are not clear.  We want to work with the Attorney General and they may issue an opinion on some of the unclear areas.  We also want to talk to BOLI further and make sure that our understanding is correct.  We have a placeholder in case there are some things that result from the Attorney General discussions, or the BOLI discussions that we want to clean up.  One of the issues is regarding the threshold for exemption for affordable housing at $750,000 that was part of the 2007 legislation.  It is not clear whether this applies to all public agencies collectively, or if it applies to each and every public agency that contributes.  Another area that has come into question is the subject of mixed-use housing.  Cooper asks if “in-kind” was clarified, so that if the city donates land, would that qualify as funding?  He says that to the degree we are encouraging communities to do land banking, that is very much an issue, as well as SDC foregiveness. Crager says he will make a note of that.  He thinks that to the extent we can provide clarification to the exemption that was put forward last time as it relates to affordable housing, it would be helpful.  There is some uncertainty in terms of interpretation.  To the extent that the exemption does not go far enough is an area that the Council might want to consider as we move forward.  Gillespie states that there are a lot of questions about the exemption.  The very fact that we have an exemption for affordable housing has in effect redefined what public works projects are and has made affordable housing now subject to prevailing wage.  Where as before it was not.  The watershed event happened.  What we can do is clarify it and make it work better for the department and the affordable housing industry.  Chair Medinger adds that we saw a pretty unanimous response to the department’s OAHTC issue, which was big to us, but not big in the scale that this would be. He says he has a sense that this legislature has some ability to look at stronger questions.  Crager states that this is an issue that could be taken further, and that the Council could certainly take some leadership.  Cooper states that the legislative concept is being forwarded to the Governor’s office  and, if nothing else, this is an opportunity for the department to put it into the concept.  Crager says that if we can get it in the door, then there are opportunities to elevate issues and bring that out.  Fletcher adds that  once the Attorney General’s opinion is rendered the next step will be to talk to BOLI and to see if they are willing to modify their rules and look at some of these issues.  If at that point there are still some things that need to be done we will need to have that discussion with the Governor’s office.  They may be in support of whatever changes we think need to happen.  On the other hand there might still be some things that the Council feels they need to enhance.  

LC 8, Homelessness:  Fletcher explains that the homeless legislative concept is similar to what we did with hunger.  There is a state policy about hunger but there is no state policy in statute about homelessness.  It is important in terms of committing future legislatures to what the state has already agreed to do.  Chair Medinger asks if there is a way to distinguish between voluntary and involuntary homelessness.  Crager explains that the Governor’s homeless advisory council is the one that has drafted this policy and there has been that discussion.  People may choose to be homeless.  The idea of ending homelessness may never be a reality, but he believes there are opportunities to reduce homelessness and help the people that really want to be helped.  If you look at the individuals, there are a lot that are on the street because they do not know who to ask or where to go.  Cooper says he would suggest a couple of things.  First, the general belief in the community is that there is no such thing as homeless in our community because they do not see them.  We have problems with functional homeless.  A definition as part of this would be very helpful.  Maybe co-sponsor this with the Commission on Children and Families.  It would be an alliance with that group as a new partner.  Crager states that the way they were planning on doing this was to have this co-sponsored with the entire homeless advisory council, which would include the Commission on Children and Families, Employment, Corrections, Veterans Affairs, Employment Division, Oregon Youth Authority, Department of Human Services, and Transportation.  
LC 9, Individual Development Accounts (IDA):  The definition for the income requirements for people on this program is being changed.  Now it is 80% area median income, they want to change it to include the 200% of poverty threshold, and allow a participant whichever of those formulas is more favorable.  That formula comes into play only on occasion for larger family sizes in certain areas of the state.  
LC 10, Community Action Partnership of Oregon:  Changes the name of the “Community Action Directors of Oregon” to the “Community Action Partnership of Oregon.”
LC 11, General Housing Account:  The General Housing Account is a new account the department is trying to establish within the Oregon Housing Fund.  It is almost identical to the Housing Development Account that is currently in place.  This is being done to keep the enterprise accounting separate and distinct from the state funds accounting.  It is not changing any additional funds for the department.  
LC 12, Volunteers and Workers’ Compensation:  Oregon Volunteers would like to see the non-cash benefits that volunteers may get for their volunteer work not counted as income towards workers compensation purposes.  
LC 13, OHCS Reporting:  Clarifies that website and electronic distribution is sufficient for the Poverty Report and the Farmworker Housing Report.  

LC 14, OAHTC Layering:  Clarifies that tax exempt bonds can be layered with OAHTC tax credits.  The concept will formalize a Department of Revenue opinion.  Fletcher explains that some developers layer the OAHTC with tax exempt bonds and there is an opinion from the Department of Revenue that says it is okay to do that.  We just want to make that very clear in statute so that we do not have to keep going back on every project that does this.  Crager points out that every time this is done there is a need for an attorney opinion.  This would reduce those costs.  

Fletcher states that the DLCD is convening a workgroup to look at affordable housing and the urban growth boundary issues and inclusionary zoning.  They are also looking at the DLCD administrative rules.  Cooper suggested adding a placeholder related to the role of Housing Council due to the possible shifting within agencies.  Merced stated that any change that may be proposed that may or may not include this agency would be part of a comprehensive set of bills that would clarify the roles and responsibilities.  Crager added that if something like that were to happen, we would ensure that there is a broad enough relating clause to not only capture any type of restructure, but broad enough to revisit the current structures we have in place and make adjustments where necessary.  Cooper suggested it might be able to be included in the relating clause to LC 6.  
C. Report of the Chief Financial Officer, Nancy Cain.
· The biggest thing that happened over this last month was the rescue plan, supported by the federal reserve, of Bear Stearns through JP Morgan.
· The department has temporarily suspended the Cash Advantage program.
· There is good news in that the housing market rates have not gone up.  We are projecting around a 5.50% average for our mortgage bonds.  We had single family reservations of $5M this last week.  That is a very comfortable volume.  We have learned that the State of California is actively encouraging the rating agencies to revisit the way they rate any debt, corporate or in the municipal structure.  
· Another issue is liquidity.  When we issue variable rate debt we have to have a liquidity provider.  That market has been in such high demand that we had everyone looking everywhere for liquidity providers.  The good news is that we did get one bid yesterday and we expect another one today.  The reason that liquidity has been such an issue has to do with auction rate securities.  They are variable rate debt, which are a little different than Variable Rate Demand Obligation (VRDO) in that they do not have a back-up plan.  VRDOs have a remarketing agent and you have the liquidity provider, so if you are unable to sell your variable rate debt you have a back-up buyer.  With auction rate securities you do not.  There have been a number of failed auctions.  There is a rush to the market to convert them to either fixed rate or VRDOs.  As these billions of dollars are going through this conversion, everyone needs liquidity.  There is not enough to meet the high demand.  There are tax issues.  We did not have auction rate security, we had something called a floater, which behaves like an auction rate security.  So we are in the process of converting to a VRDO.  Merced explains that part of the evaluation by Moody’s was a letter signed by the majority of the State Treasurer’s around the country pushing them to equalize how they rate debt.  

· Regarding single family, last month she talked about how we have stabilized or are rising despite the fact that the feds have pushed money into the system and lowering rates.  We have not benefited from that.  On the flip side, it has been a significant impact to us.  While we are holding funds awaiting loan purchase we do various investments, but there is a point in time where we have to have cash on hand.  During that time that we have liquid funds, which were earning as low as .5%.  Our trustee, Roseanne Ward, Bob Larson, our financial advisor, and legal team, looked at another package that would almost triple the rate that we could get. We did get approval that it is an allowable investment for us.  The single family unit has put a push on purchasing loans.  Last week alone they processed $16M of loans to purchase.  We saved $14,000 in that week alone. 
· Shelly Cullin had mentioned the need for gap financing.  When the lack of equity investors returned the lower rates on the tax credits we had started to see that happening and began to adapt and respond to that.  The bank that we have been doing a lot of business with was not able to issue the bonds at as low an interest rate as we had hoped, which took us by surprise.  Our response has been to look at all eligible funding sources, identifying anything that potentially could be used, and checking availability of unobligated funds.  

Cooper states that one of the challenges with the tax credits is that the big banks that buy them are disappearing from the market.  Community banks for the most part seem to be weathering this recession better than some of the big banks.  He asks if there is a way to split these issuances into smaller pieces and market to that segment?  Crager says there are a variety of strategies that we need to try to take on.  How can we take advantage of those that are interested in investing in some of the smaller banks?  We are doing that through our partnership with NOAH.  We need to try and encourage our partners to try reaching out to the smaller banks.  He has also questioned whether larger employers who have tax liabilities would be interested in this market.  We have talked to the Governor’s office to see what kind of strategies we can take on to try to find some other type of investors.  Woolley adds that smaller type projects do not have the capacity to do huge issuances.  The other thing is that the community banks, given some of the proposed legislation and the federal level fallout of the financial crisis, are going to be fighting a battle to keep their independence in the next year or so, and legislation is proposed that would essentially eliminate state regulation.  If we have banks that are interested in projects in their areas it would be worth exploring.  
D. Report of the Deputy Director, Rick Crager. 
· He and Victor have been meeting with several banks -- Key Bank, Bank of America, Wells Fargo and others.  
· The department is working with NOAH on trying to create a joint program where the consortium of banks are willing to invest and the department can privately place loans through them.  
The department is trying to get information from the industry to try to figure out how to do business better and how we can meet our partner’s needs.  Epstein comments that the main thing we are looking at is that we are an issuer.  We do not really have our own money in the deal.  You want to make sure it is structured correctly, but we do not have any financial risk.  It is called the storybook risk.  You do not need to have the same due diligence level as those having their own money involved in the transaction.  Washington, for bonds under $5M, has a very streamlined process, which keeps costs way down.  Woolley states that what would be helpful is to have a conceptual transaction and talk about what steps we go through now and what steps would be proposed to be cut out.  Merced says that goes well into the department’s overall thinking about improving the performance of the agency.  For many years this agency has been self-funded through its business transactions.  So what we are trying to do is develop the business case when we go to the legislature and show the true cost of us doing business, and we have been subsidizing a huge part of it.  It will strengthen our argument when we ask for General Fund to support some of the other parts of the operation.  Discussion continues about processes.
· Crager states that he is very concerned about the preservation piece.  If we are able to place tax credits and the prices are somewhere around the high 70s, low 80s, we are talking about more gap than we ever anticipated.  There are a lot of projects that we want to do and we need to have some honest discussions about the monies that we have.  There are a lot of set asides as we go forward and there needs to be some kind of discussion about resources being put toward our immediate need.  There are things that we cannot control, but there are things that can be done and he says he wants to make sure Council is aware that there may be a need to rethink priorities.  In terms of general processes, we have been asked to relook at some of our practices as it relates to being clear on our underwriting process for guarantees.  Epstein notes that over the years he has noticed that loans have come in with different structures, so it seems to be somewhat subjective.  He is having to search through the write-ups to see what the structure is.  He suggests the department may need to define its policy better.  He feels there needs to be a more formalized process that will help the agency as it brings in new underwriters.  It helps customers to have a set policy and the department from an underwriting time effort and risk perspective. Crager says the department will work something up and present it to Council.  Epstein comments that they will need to know what is mission driven and what is policy driven.  
· This next month he says he will be working hard on finalizing the legislative concepts and getting the budget packages together.  At next month’s Council meeting he will talk about budget packages, numbers, dollars.  The department is going to focus on homelessness, preservation, and the need for more affordable housing.  
E. Report of the Director, Victor Merced.  
· About a month of two ago he reported that the department had submitted an application to the MacArthur Foundation for $6M to help leverage the preservation pool that we were putting together.  $5M in low interest loans and $1M in grant funds to go towards the preservation funds.  We are one of the finalists and he will be flying to Chicago at the end of the month to get additional information for putting together the finalist application.  This is very significant because there were 90 applications submitted nationwide.  Twenty made the finals, and out of those, ten will be selected for funding.  He says he feels fairly optimist about the outcome.  
· The department has been awarded $330,000 for the foreclosure mitigation dollars that were allocated by Congress last session.  Those are dollars that Dona Lanterman and her section are going to be handling via the housing resource centers to help people who are at risk of foreclosure.  
· He met with a group of equity investors from the east coast, the Michael Group, that has an appetite for tax credit projects in Oregon.  They only work with people that they know and right now they only know Guardian Management.  To the extent we can make those projects successful, we hope to be able to expand their operative look at the state and who they invest with.  
· The department is trying to pull together a housing workshop for Senator Gordon Smith.  He wants to do something between the 26th and 28th of May in Portland. We are thinking of having it at the Portland Community College Center on Killingsworth.  He wants to focus on foreclosure mitigation and housing options for those struggling with housing.
· This month we are having the Habitat for Humanity press event.  This is the half million no interest loan we gave to Habitat for land banking throughout the state, primarily around homeownership.  Last legislative session there was a lot of emphasis on focusing on minority homeownership, and Habitat has one of the best records in terms of targeting that population, without really targeting them. 
F.
Report of the Chair.  Larry Medinger reports that after last month’s meeting he met with Victor, Bob Gillespie, Rick Crager, John Fletcher, and representatives from LCDC, Chairman VanLandingham, and Bob Rindy.  They talked about the initiative to bolster enforcement of Goal 10, and suggested ways for cities to meet diversity in housing so that people were not having their service population living outside of a city because they cannot afford to live in it.  That is moving forward and LCDC has picked it up as one of its big legislative goals.  He and Bob Gillespie have been appointed to the working committee, which includes the Housing Alliance, 1000 Friends, homebuilders, and others that are stakeholders in the issue.  They will start meeting next month and feels it should be very exciting.  
X. FUTURE AGENDA ITEMS:  Merced suggests showing a short ten-minute homelessness video that has been produced internally for staff.    A staff member went out into the field and interviewed homeless people.  It is important to note that on any given night 13,000 Oregonians seek shelter or support services.  A large percentage are children and homeless veterans.  Crager suggests complimenting that with the Permanent Supportive Housing video from Connecticut, to see what other HFAs have done from a statewide standpoint.

Chair Medinger adjourns the meeting at 1:20 p.m.
/s/ Larry Medinger                 5/2/08
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