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Victor Merced, Director of OHCS, announced that he wanted to recognize Betty Dominguez, Regional Advisor for the Metro Region, stating that today was her last day with the department.  She has accepted a wonderful new job with the Housing Authority of Portland and she will be sorely missed.  She has been the ultimate professional.  If there is any one word that I could use to describe Betty’s tenure with the Department, it would be that she has been passionate about the work she does for the department and she is very much loved in the agency and will be sorely missed.  
Dominguez responded:  I don’t know if there are words to express the pride that I have felt in working with this agency all these years.  This is a most remarkable group of people and remarkable agency that does exceptionally wonderful, good things for the community and, to tell you the truth, I don’t think I could work for government if it wasn’t this agency.  I have just loved this job so much for so long, it’s a very difficult decision to make.  I’m not going that far, and I will still be working with the agency.  I just want to thank the agency and all the staff for all the help and support and cooperation over the years and even some of my customers that are here now.  Thank you.
Chair Ortiz:  I know I speak for everybody on the Council.  We will very much miss you.  You have been a lightening rod, and we will miss you very much Betty.  Thank you for everything you have done for the agency.
I.
CALL TO ORDER:
 Chair Buz Ortiz calls the February 23, 2007 meeting to order at 9:15 a.m. and asks for roll call. Present: John Epstein, Maggie LaMont, Stuart Liebowitz, Larry Medinger, and Chair Buz Ortiz.  Absent:  Scott Cooper, Jeana Woolley.
II. PUBLIC COMMENT:   Max Liebreich introduced himself and stated that he has a 20-unit elderly project in Eastern Oregon, and he is concerned about the expiring Section 8 contracts with HUD and the affect it will have on his senior residents.  He says he has no idea where his twenty tenants will go if he isn’t able to stay in the program because he doesn’t think there is any other available housing.  He says he hopes the Housing Council will start looking at other alternatives.
III. APPROVAL OF MINUTES: Chair Ortiz asks if there were any corrections to the December 1, 2006 minutes. There being no corrections, the Motion was read:
MOTION: Epstein moves that the Housing Council approve the minutes of the December 1, 2006 Council meeting.

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz, Medinger, and Chair Ortiz.  Absent:  Cooper and Woolley.
IV. CONSENT CALENDAR:  Craig Tillotson, Residential Loan Specialist with the department, asked if there were any questions  on either the loan or the single family monthly report.
Chair Ortiz asked if the department received very many loans that were below the threshold brought before Council.  Tillotson explained that it has been slow, and part of the reason is the time of year, and also because during this period of time, from mid-August until after the election, Measure 48 prevented the department from taking reservations.  That cut down on the pipeline and that is usually what feeds new loans coming in for review and purchase.  So during the month of January, there were just 67 loans.  In prior years, in good weeks the department has actually had that many in one week’s time.  He said he hopes things will begin to pick up in early spring so the department can at least equal or exceed the number of loans it did in the last year.  Epstein asks if the department has recovered with regard to the effects of Measure 48.  Tillotson says once the lenders were told that we could not take reservations, and that we were even wondering if we could make loan purchases, lenders shied away and it took a while for them to start making reservations again with our program in November.  There is quite a lead time between when they actually get a viable candidate in for our program and make a reservation until the time that we actually get the loan for purchase.  Epstein asks if it is correct that the department’s pipeline is at a level that is acceptable historically.  Tillotson says he thinks the pipeline is a little bit lower than normal and it is increasing, but it does take time.
Epstein says that if the department’s sense is that it has lost business because of Measure 48, then he suggests that right now would be a good time to be more aggressive with marketing the program to the brokers again.  Tillotson says he agrees and explains that one of the biggest goals of Dona Lanterman, Single Family Programs Manager, is to get out every week this Spring and rally the lenders behind our program to get back to a level that we were a year ago.  Merced recommends to Council that Dona Lanterman present a report next month to Council on what her marketing strategy is throughout the state.  Chair Ortiz agrees.
Medinger comments that it has been his peripheral perception that there are a lot of areas of the state where there is no penetration.  If you look at the lists, there is always one lending company in several areas taking a third or a quarter of the product, and so it seems there is a lot of openness in the market that is almost boundless, and perhaps the department has not marketed the program in all areas of the state.  Tillotson responds that even more narrowly focused is the fact that just certain lenders use our program.  There are specific loan officers within the lenders that really like our program and he is surprised sometimes to look at how small of a group of actual loan officers there are within the thirty-plus lenders who really do the majority of the loans.  If by chance they start to leave, or not be interested in our bond program anymore, the department really sees a production cut.  Medinger points out that the obverse of that is that there are a lot of people who really need to be brought into the fold more.  Tillotson says that education of the lenders and new loan officers within the companies that participate in our bond program is certainly something that the department is always working on to try and get them up to speed with regular lender trainings.  
MOTION: Maggie 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, Medinger, and Chair Ortiz.  Absent:  Cooper and Woolley.
V. SINGLE FAMILY REPORT:  LaMont comments that she likes the report and  thinks the department has done a good job putting it together.  
VI. SPECIAL REPORTS
A. Greenbuilding.  Kate Allen, Portland Director, Enterprise Community Partners for Oregon and Southwest Washington, introduces her colleague, Melissa Peterson, Green Communities’ Coordinator for the Northwest Region.   She reports that Enterprise was founded in 1982 by the real estate developer, James Rouse.  It was originally called the Robin Hood Foundation because of his belief that poverty in this country could be eradicated in one generation, and that affordable housing was the means by which it could be done.  Enterprises’ goal is to advance Mr. Rouse’s pioneering vision by defining fit housing as he saw it 25 years ago, and healthy, efficient and sustainable housing.  Enterprise launched the Green Communities initiative in the fall of 2004 as a five-year half-billion dollar national initiative to mobilize capital, training, and policy advocacy to create, at the beginning, 8,500 environmentally sustainable affordable homes across the country.  Green Communities is a program of grants, loans, equity, policy and communication efforts aimed at project planning, technical assistance, and specifically training around green building features.  
The basis of the Green Communities’ initiative is the Green Communities Criteria, which is a set of guidelines for the design, construction and operation of a project.  They have found, after two years into the national initiative, they are having an impact collectively that is far greater than their original goal.  They have seen public policy changed in more than 20 cities and states, trained more than 2,000 housing professionals, and invested $350 million into Green Communities projects.  It fully expended their original grant pool and they are continuously refilling that pool.  They have issued $15 million in loans, which was the original goal for the five years, and they are closing in fast on their half billion dollar commitment to place tax credit equity in green projects.  That translates into 7,000 sustainable homes under way in 150 developments across 23 states.  They have been successful thus far in having the state of Washington and the city of Seattle adopt the Green Communities Criteria as the standard by which they will require affordable housing to be built.  They have raised more than $1.5 million locally.  They have had trainings that have involved more than 350 housing professionals and are seeing the training take effect across developers, designers, architects, engineers and the construction trades.  In the northwest, they invested more than $75 million into Green Communities projects.  In Oregon, that has translated to more than 500 sustainable homes completed or under way in 12 developments across the state.  One of the big challenges has been changing old habits. Green is actually a resident health and an asset building strategy in any project they build.  
Lessons learned are that the criteria in and of themselves are the most valuable aspect of the Initiative.  The criteria is what will transform the way affordable housing is built.  If the developer gets our criteria and does nothing more with their program, they will build a better, longer lasting, healthier, and more efficient home utilizing those criteria.  They have also learned that the integrated design process is their biggest stock in trade to encourage developers to utilize an integrated design process with their architect, contractor, and development team at the beginning to capture low cost and no cost measures that can advance their goals.  
Next Steps:  They look forward to working with the Department and other local jurisdictions and developers to adopt the Green Communities Criteria as the standard for all affordable housing projects.  They are also actively involved in developing a fully integrated Green Preservation Program.  A publication published by New Ecology, Costs and Benefits of Green Affordable Housing, reported in virtually all cases energy and water utility costs are lower than conventional non-green built counterparts.  The 25% energy efficiency in all tax credit developments would be the equivalent of 40,000 cars, 60,000 tons of waste recycled and 1,500 acres of forest preserved from deforestation every year.  
Liebowitz says he cannot emphasize strongly enough how important greenbuilding is and urges her to continue the effort and expand if possible.  He asks if the size of housing is a consideration when looking at the overall impact on the environment when evaluating projects.  Allen says yes, and states that they are two years into their initiative and they have a gallery of projects that have been funded by OHCS that nonprofits have built, that are accomplishing these goals.  She says it is not too expensive to build green.  Enterprise’s incentive that has gone into the projects has been no more than $50,000 in any project.  Their grants are sized at $1,000 per unit, so some have not been the full $50,000 grant.  She would like to begin working with the Department on how to integrate greenbuilding standards into the allocation process and look for ways to incentivize developers to come into greenbuilding.    

VII. OLD BUSINESS: 
Update on 4011 MLK Building. Shelly Cullin, Loan Officer with the department, introduces Rolanne Stafford, representing the project and the borrower.  She states that they submitted an application for a grant to the Green Initiatives Fund through the Office of Sustainable Development in Portland, and they are hoping to receive a Platinum lead certification.  Those awards will be announced in March and if they are not successful with that, they are still on track for a Gold certification.  They will be able to talk in more detail about that at the May Housing Council meeting.  She points out a letter received from the neighborhood association supporting the project, which basically talks about the project being green built, taking care of a blighted corner off of MLK, and meeting the needs of the community.  The letter indicates that many of the projects on MLK are for very low income, or they are condo conversions, and that people in between, possibly workforce housing and 60% area median income, are not being served, which is the population this project would serve.   They are 90% done on their construction drawing and GAP financing.  
Liebowitz says that because the LEED certification is costly to go through it tends to almost be a disincentive on some level, and asks how they have addressed those particular costs; did they get any technical assistance grants, and did they fold it into the cost of the project?  Rolanne explained that in the beginning it was actually a deterrent and the contractors were actually charging because of the extra paperwork for the LEED process.  However, they were able to offset the cost with some of the money that was coming in.  Cullin went on to say that because of all the project financing, they are looking at 4% tax credits, the conduit program, and then a GAP financer.  Liebowitz asks if they have a rough idea what the cost is for the LEED certification.  Rolanne says it would be under $80,000, which you do get back through the project savings, and explains that the LEED certification process is based on a square footage percentage that you get back.  She says the next time she reports to Council she will have more information on the process.  
VIII. NEW BUSINESS:
A. Discovery Park Lodge.  Becky Baxter, Loan Officer and Loan Closer with the department, introduces Rob Roy and Rima Wilson of Pacific Crest Affordable Housing, LLC, and states that the borrower is requesting a Pre-Development Loan in the amount of $435,000.  Discovery Park Lodge will be a 53-unit, four-story affordable senior housing development in Northwest Crossing, a newer mixed-use development in Bend. The lower level will have enclosed secured underground parking, and the upper three levels will be comprised of 42 one-bedroom and 11 two-bedroom units.  A centrally located elevator will provide access to the parking area and all residential floors.  The property will be used as security for the loan and, according to the appraiser, the as-is value of the property, which is bare land, is $534,000.  The market value is considerably higher at $855,000.  The large difference is due to a reversion clause in the Purchase and Sale Agreement that states that should progress dates not be met and/or the buyer does not build an affordable  housing project, the seller has the option to repurchase the property from the buyer at $10 per square foot, or $534,000.  Based on the as-is value of $534,000 and the loan request of $435,000, the loan-to-value is approximately 81%.  As one of their repayment options the borrower will be applying for funding through the Fall 2007 Consolidated Funding Cycle; as a secondary repayment option they will seek funding through a commercial lender.  The Pre-development Loan will be paid in full on the first draw of funds.  The borrower has also explored bond and 4% low income housing tax credit financing.  At the request of Kim Manie-Oskoii, the Regional Advisor, Debie Zitzelberger, one the loan officers with the department, reviewed the project performas to see if the project could be financed using this type of financing.  Based on her initial review there seems to be a gap of approximately $2,000,000.  Because there was a possibility, by adjusting various financial assumptions, that a conduit model, using bonds and 4%, could be a viable option, it was suggested to the borrower to enter into conversations with a couple of debt and equity managers, which the borrower did.  Debie has talked with one of those lenders and they too have concluded that there is a gap; however, they are looking at other ways to close the gap.  We will continue to be in discussion with the borrower to see if we can close the gap.  Should there be a way to close the gap while maintaining affordability and the financial integrity of the project, the Borrower is very interested in pursuing that avenue of financing.  According to Economic Development for Central Oregon, and as we already know, Bend is currently one of the fastest growing areas in the state.  With this increase in growth, however, the cost of living has also increased, leaving a housing shortage for seniors living on a fixed income.  An on-site manager of Mountain Laurel Lodge, which is an affordable senior housing project in Bend, has a waiting list of over 100 applicants and continues to have several calls per day requesting information.  She has retained 100% occupancy since initial opening in September of 2006.  Discovery Park Lodge will have the same basic development team that successfully completed Mountain Laurel Lodge.  They have extensive development experience and have been and continue to be a good partner with OHCS.  Sunwest Builders is the general contractor on the project.  Jim Landon of GGL Architecture will design this project, and he also designed Mountain Laurel Lodge.  Cascade Management Corporation, also a strong partner with OHCS, has been selected as the property manager for the project.  This project far exceeds the minimum requirements of the Pre-Development Loan Program, and provides much more detail regarding the overall project and market and need assessment than we would normally see at this point. 
Medinger asks who the overall developer is.  Rob Roy clarifies that it is actually a joint venture.  Northwest Crossing is developed by West Bend Property Company and West Bend Property Company is a joint venture between Brooks Resources, the largest developer in Central Oregon, and Tenant Developments.  They have a strong working relationship with both entities.  Medinger asks if the lodge design is part of the $2,000,000 shortfall.  Roy states that the lodge format/design is neutral in cost and may even save money.  The interesting thing about having a theme such as a lodge, especially long term, is that it has stood its test of time and the type of residents that they have love it, feel very comfortable with it, and it is not something that they are going to have to update.  He says that if you look at the life cycle of the building, he thinks a lodge format is terrific.  Medinger asks if it fits in with the rest of the subdivision.  Roy says that it does.  One of their missions has been to develop affordable housing, and they want to make sure that the projects they develop are not identifiable as affordable housing projects, and so they are very sensitive to making sure that the buildings do justice to the neighborhoods they are in.  The inside of the buildings have a lodge feel to them.  Baxter suggests that Council Members go to the website, discoveryparklodge.com, to see the overall layout and architectural renderings of the project.
MOTION: Epstein moves that the Oregon State Housing Council approve a pre-loan in an amount not to exceed $435,000 and a current interest rate of 5.7 per annum for a maximum of two years for the acquisition of property and to pay for other pre-development activities for the development of Discovery Park Lodge in Bend, Oregon. 

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz, Medinger, and Chair Ortiz.   Absent:  Cooper and Woolley.
B. Nawikka Court Apartments, Tillicum Court Apartments, MLK Manor Apartments, Tryon Mews Apartments, Vermont Springs Apartments, and Mt. Hood Community Apartments.  Shelly Cullin, Loan Officer with the department, introduces  Neal Beroz, Executive Director of Cascadia Behavioral Healthcare, Sharon Neilson, consultant for the project, and Katie Patricelli of Wells Fargo.  She explains that Cascadia Behavioral Healthcare is the project sponsor for all six properties.  They are requesting an Elderly and Disabled Loan for each of the properties for the refinancing of the 202 loans and to provide much needed rehabilitation for the project.  The properties are small, either 15, 16, or 20 units for the special needs population.  They currently have HUD 202 mortgages and project-based assisted contracts.  The proposal is to pay off the existing 202 loans, which have interest rates between 8-3/4% and 9-1/4%.  The existing Section 8 contracts, however, will remain in place.  Each of the contracts have various dates on their initial 20-year contract.  Tillicum Court already has gone through its first renewal process and currently has a 5-year contract.  Because the rents for these projects are considered “exception” rents, they will be renewed at the current contract rent level at the time of renewal, which may or may not be above market.  They are attempting to confirm if this is HUD’s policy and it will be confirmed prior to the bond sale.  Shelly and Lynn Schoessler have inspected all of the properties.  They were all constructed about the same time and are all in about the same condition.  The proposed scope of rehab is consistent among the properties and includes:  siding repair or replacement, exterior paint, roof replacement, ADA improvements, new Energy Star appliances, new flooring, lighting upgrades, hardwire of smoke detectors, parking lot seal coat and landscaping.  Cascadia is the current management agent and the Department has approved them to continue as the management agent.  The development team is very experienced with Department resources.  The project architect, Randy Yamada, and the contractor, LMC, are very well known to the Department.  It is anticipated that the scope of the rehab would be completed in about two to three months for each project.  As indicated, the projects are small, so to maximize the financing resources and to use tax exempt financing with 4% low income housing tax credits, the tax credit equity contribution needs to funnel through one entity.  With the Department and HUD’s requirement of a single asset entity owner, each property will be owned by an LLC, whose sole member of each LLC will be Urban Housing Options Limited Partnership, a limited partnership.  
Financing for five of the six projects includes the proposed Elderly & Disabled Loan, 4% Tax Credits, Trust Fund, and Weatherization Grants and seller note.  The Trust Fund and Weatherization Grants were approved by the Department’s Finance Committee, contingent on the loan approval.  Mt. Hood in Gresham is not requesting tax credits.  Instead they did receive a commitment of City of Gresham HOME funds.  The five tax credit projects will need to use short-term use of volume cap in order to meet the 50% test and take advantage of 100% of the tax credit equity.  The first page of each write-up indicates what the bond amount and the loan amount will be.  In order to meet the 50% test, all of the bond proceeds must be used for acquisition and rehabilitation.  Wells Fargo will be the Letter of Credit lender, which the bond proceeds will funnel through.  Their administration of the bond proceeds will be like a construction lender.  The borrower will submit monthly construction draw requests to Wells Fargo and the Department for review and approval.  The last equity pay-in, which will be in January 2008, will pay down a portion of the bond proceeds and then the permanent loan would convert.  The Elderly and Disabled Loans on all six projects are well within the Department’s loan to value requirements.  Wells Fargo is also providing a straight construction loan for the Mt. Hood Community project.  Once the projects have been completed and all closing due diligence is completed, the loan will be able to close.  The borrower is requesting a waiver of the Department’s contingency escrow requirement and the 90-day stabilized occupancy requirements.  Cullin recommends approval of both requests due to the fact that all six projects are existing projects, they have a project-based assisted contract, they have no issues with vacancy, they have a waiting list, and they are being managed by the same management company.  The operating budget is based on existing rents and expenses, with an inflation factor of 2% for income, and 3% for expenses.  She recommends approval of the request for Elderly and Disabled Loans for each of the six projects.  
Medinger asks if there is an architect report.  Cullin explains that there was not because they received the projects during the transition time when Frank Silkey, the department’s Architect, was working on a job rotation at the Department of Administrative Services, and Lynn and she visited the properties, instead of the department’s architect.  They have the normal third party, unit-by-unit, roof, and pest and dry rot reports.  The scope of rehab was based off of those reports.  They reviewed the reports based on the department’s inspections and have approved them, along with the equity, which approves the scope of rehab.  
Medinger states that he would like to see the report about accessibility.  Cullin says that they are special needs populations, but that Neal Beroz could answer those questions.  Beroz explains that the ADA requirements have occurred since these were built, and they are trying to retro-fit the requirements.  Medinger says he would still like to see some kind of report. 
Liebowitz asks about weatherization dollars for window replacements and appliance replacement, and whether or not any thought was given to upgrading insulation and/or lighting as part of energy efficiency.  Cullin  explains that lighting, appliances and windows are covered.  Insulation is not getting anything additional.  Liebowitz asks it had been looked at and feels it is a major part of efficiency.  Cullin says that with the existing properties, they do leave that up to the borrower, and that most of the time it does cause them to have someone come out and do a blower door test, which is an extra cost to the project.   Liebowitz says he thinks that measuring existing insulation would not be that difficult in an effort to keep costs down. Beroz says he agrees that it would be worthwhile to look into.  The HUD contract gives a utility allowance, based on a tenant’s income and utility costs/usage. Liebowitz says he does not want to see HUD subsidies used as a reason for not being energy efficient.  Epstein comments that attic space is the main place to insulate and feels that measuring the attic insulation would be a more efficient use of dollars. 
MOTION: LaMont moves that the Oregon State Housing Council approve all six Elderly and Disabled Program Loans, as follows:

Nawikka Court Apartments:  Approve an Elderly and Disabled Program Loan in an amount not to exceed $601,762 at an interest rate to be determined by a future bond sale, for a term of 40 years, to Nawikka Court LLC, for the acquisition and renovation of Nawikka Court Apartments, in Portland, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition, the Department waives the 3% Contingency Escrow Reserve Requirement.

Tillicum Court Apartments:  Approve an Elderly and Disabled Program Loan in an amount not to exceed $762,649, at an interest rate to be determined by a future bond sale, for a term of 40 years to Tillicum Court LLC, for the acquisition and renovation of Tillicum Court Apartments, in Portland, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition the Department waives the 3% Contingency Escrow Reserve Requirement
MLK Manor Apartments:  Approve an Elderly and Disabled Loan in an amount not to exceed $885,068, at an interest rate to be determined by a future bond sale, for a term of 40 years to MLK Manor LLC, for the acquisition and renovation of Martin Luther King Manor Apartments, in Portland, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition, the Department waives the 3% Contingency Escrow Reserve Requirement.

Tryon Mews Apartments:  Approve an Elderly and Disabled Program Loan in an amount not to exceed $1,132,012 at an interest rate to be determined by a future bond sale, for a term of 40 years, to Tryon Mews LLC, for the acquisition and renovation of Tryon Mews Apartments, in Portland, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition, the Department waives the 3% Contingency Escrow Reserve Requirement; and, provide mitigation plan for the environmental concern raised by the report, satisfactory to the Department.

Vermont Springs Apartments:  Approve an Elderly and Disabled Program Loan in an amount not to exceed $773,248 at an interest rate to be determined by a future bond sale, for a term of 40 years, to Vermont Springs LLC, for the acquisition and renovation of Vermont Springs Apartments, in Portland, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition, the Department waives the 3% Contingency Escrow Reserve Requirement.

Mt. Hood Community Apartments:  Approve an Elderly and Disabled Program Loan in an amount not to exceed $651,100 at an interest rate to be determined by a future bond sale, for a term of 40 years, to Mt. Hood Special Housing, Inc. for the refinancing and renovation of Mt. Hood Community Apartments, in Gresham, Oregon; the Department’s 90-days stabilization requirement for permanent loan funding be waived and the permanent loan may close when the operating budget meets the Department’s 1.10 debt coverage ratio and all closing due diligence has been submitted and approved.  In addition, the Department waives the 3% Contingency Escrow Reserve Requirement.

Subject to inspection of attic insulation in all projects. 

VOTE: In a roll call vote the motion passed. Members Present and voting in favor: LaMont, Liebowitz, Medinger, and Chair Ortiz.   Member Present and Abstaining:  Epstein.  Members Absent:  Cooper and Woolley.
C. Merlo I and II.  Shelly Cullin, Loan Officer with the department, introduces Tom Benjamin, Executive Director of Tualatin Valley Housing Partners (TVHP), Dave Castricano of U.S. Bank, and Rhonda Brown of TVHP.  She reports that TVHP, sponsor of the development, is requesting an allocation of volume cap through the Department’s  Pass-Through Revenue Bond Program.  Merlo Station Apartments is a proposed 128-unit development.  The development consists of two projects:  Merlo Station I consists of 80-units, and Merlo Station II consists of 48 units.  The development will be constructed on 4.35 acres at SW 158th and SW Merlo Road in Beaverton.  Cullin distributes a map of the site and explains that the site is approximately two blocks from the light rail station.  It is currently owned by TriMet and they will enter into a Development Services Agreement with TVHP.  The site development consists of eight buildings clustered around courtyards, with parking on the south and east perimeters.  Eighty units of Merlo I will be in four buildings (A,B,C and D), with a community room for the development on the ground floor of building C.  The unit mix for Merlo I is 4 studios, 4 one-bedroom, 18 two-bedroom, and 48 three-bedroom units. The target population will be families and special needs.  The studio and one-bedroom units will be for developmentally disabled adults.  50% of the project will target incomes at or below 50% of AMI, with the balance at 60%.  The 48 units of Merlo II will be in four buildings.  The unit mix will be 40 three-bedroom and 8 four-bedroom units.  100% of those units will target 60% of AMI; however, a current underwriting shows rents affordable at 53% of AMI.  The market analysis indicates the need for affordable housing in the Beaverton market.  A rental survey of ten affordable projects in the market area indicate a vacancy rate of 5.1%.  The housing authority in Washington County reports extensive waiting lists for various housing programs, with comparable projects reporting waiting lists of 5 – 20 households.  Rents proposed for Merlo I range from 3% to 35% below market, with the special needs units at 64% below market.  Rents for Merlo II are approximately 6% to 10% below market.  The borrower for each project will be an LLC, whose sole member is Merlo Station Apartments Limited Partnership.  The general partner of the limited partner will be TVHP, and the limited partner will be Community Housing Alliance, which is a fund of the Enterprise Community Investment.  The property ownership is as follows:   Merlo Station I LLC will own Lot 1, which includes buildings A, B, C, D.  Merlo Station II LLC will own Lots 2 & 3, which includes buildings E, F, G, H.   The balance of the property is identified as Tract A on the map distributed to Council members, and will be owned by both the LLCs as tenants-in-common.  
TVHP has been approved by the Department to be the property management agent for the Merlo Station development.  The finance structure for Merlo I (Loan 1) includes tax exempt bonds privately placed with U.S. Bank, and a U.S. Bank mortgage using the Department’s Oregon Affordable Housing Tax Credit (Loan 2), tax credit equity. SDC and permit waivers from the City and TriMet, City of Beaverton HOME funds, Washington County HOME funds, and deferred developer’s fee.  Loan 1 would have an interest rate of 5.65% and the OAHTC would be at 2.75%.  The financing structure for Merlo II includes tax exempt bonds privately placed with U.S. Bank, tax credit equity, SDC and permit waivers from the City and TriMet, City of Beaverton HOME funds, Washington County HOME funds, and deferred developer’s fee.  The anticipated bond sale for this project is scheduled for March 14, 2007.  Cullin recommends approval of the request for Pass-Through Revenue Bond financing, not to exceed $8,925,819 to Merlo Station I, LLC, and in an amount not to exceed $5,917,077 to Merlo Station II, LLC.  
 Medinger states that he thinks it is a fantastic project.  Epstein asks if it is two bonds because of two structures.    Castricano explains that it has to do with the HOME fund rules.  
MOTION: Medinger moves that the Oregon State Housing Council approve a Pass-Through Revenue Bond Financing in an amount not to exceed $8,925,819 to Merlo Station I LLC for the new construction of 80-units known as Merlo Station Apartments I; and an amount not to exceed $5,917,077 to Merlo Station II LLC, for the new construction of 48-units known as Merlo Station Apartments II, subject to documentation satisfactory to legal counsel and Treasury approval for the bond sale.

VOTE: In a roll call vote the motion passed unanimously. Members Present: Epstein, LaMont, Liebowitz, Medinger, and Chair Ortiz.   Absent:  Cooper and Woolley
D. Emerald Pointe.  Shelly Cullin, Loan Officer with the department, introduces Jeff Hawkins, the borrower representative; Loren Clark, and Dave Castricano of U.S. Bank, the construction loan lender; John Lape, the architect of the project; and Harry Seabold and Jay Coalman, of Seabold Construction, the contractor.  She reports that Integrity Senior Living has requested an Elderly and Disabled Loan in the amount of $19,942,249, and a Weatherization Grant in the amount of $123,631, for the development of Emerald Pointe Retirement Community.  Emerald Pointe is a proposed 144-unit congregate care facility which will be developed on 4.7 acres located in Keizer.  The project will target seniors 58 and over.  25%, or 36 units, will be affordable to households at or below 50% of area median income, with the balance of the units at market rate.  The unit mix will consist of 23 studios, 73 one-bedroom, 15 two-bedroom, one bath, and 33 two-bedroom, two bath units.  Services will include housekeeping, laundry, meals in the common kitchen, transportation and 24-hour staffing.  Emerald Pointe is a small part of the development that will occur on the 21 acres north of the city limits of Keizer.  Jeff Hawkins, developer for Emerald Pointe, is acquiring an additional 6.7 acres to develop 37 senior cottages as a second phase to Emerald Pointe.  The balance of the property’s 10 acres will be developed by another developer with a combination of approximately 100 multi-family apartment units and mixed-use commercial and retail.  The City of Keizer will be constructing a transit shelter stop just outside the front entrance to Emerald Pointe.  The appraisal identifies the primary market area as a four-mile radius, and the secondary market area as Marion and Polk Counties.  Within four miles of the project there are three facilities that provide independent living, assisted living and residential care, for a total of 266 units.  Of those, 70 are targeted to low income households and 196 are market rate.  All three projects have occupancy of 95% or better.  None of the three projects have congregate units; they are either independent or assisted living.  There are six independent congregate projects in the Salem-Keizer market and some would compete directly with Emerald Pointe and some indirectly.  25% of the existing units compete directly with Emerald Pointe by offering congregate services, such as housekeeping, meals, activities and transportation, 24-hour staffing, and full kitchens in the units.  31% have no kitchens at all; 44 have kitchenettes.  Based on these factors, Emerald Pointe should compete well against existing units.  Nationally, combined independent and assisted living demand has historically been estimated at 25% of income qualified households age 75 and older.  This formula, originally developed by HUD, is recognized by elderly care developers as a basis point for estimating demand.  This formula is also supported by the percentage aged 75 and older needing at least one element of assistance in daily living.  The appraisal for Emerald Pointe uses 24.8% for this formula and excludes households with annual incomes above $100,000.  Based on the industry formula, the appraisal indicates a demand for 303 units in the four-mile primary market area.  This does not include any potential demand from the secondary areas of Marion and Polk Counties or relocation with relatives.  Approximately 70% of the prospective tenants will come from the primary market area and 25% to 30% will come from the secondary market area.  Included in all those percentages is a small percentage of residents that will be relocated or referred by family members.  Proposed affordable rents with services are 23% to 27% below market.  The proposed market rents with services are slightly below the market.  In addition, the project’s units are slightly larger than the market, and will be constructed of average or better quality than the current market units.  Based on the high occupancy rates for the three competitors and the supply and demand analysis from the appraisal, there does appear to be adequate demand for the proposed units of Emerald Pointe, which is also dependant on physical and operational characteristics, competency of the administration, and marketing of staff.

The officers of Integrity Senior Living have more than 35 years of combined experience developing and operating senior living projects.  They have been approved by the Department as the property management agent for the project.  The Department’s underwriting contemplates a conservative 50% pre-lease with 7 units a month thereafter.  The project anticipates achieving the Department’s required 90-day stabilized occupancy by the tenth month.  An appraisal completed December 11, 2006, by James Brown and Associates, concludes a market value of $22,000,000 and a favorable financing value of approximately $25,000,000.  The proposed Elderly and Disabled Loan of $19,242,249 is 95% loan-to-value using the stabilized market value, and 78% using the favorable financing value.  Expenses are approximately 48% of the effective gross income.  Using the Department’s underwriting rate of 6.50%, the debt coverage ratio is 1.16.  If we were to sell bonds today at the current rate of 6.25%, the debt coverage ratio would go up to 1.20.  The break-even analysis indicates that the project would break-even at 89% occupancy or 16 vacant units.  The anticipated bond sale is scheduled for March 20, 2007.  The Department receives weekly updates on the interest rates, which have been fluctuating between 6.25% and 6.35%.  The total project cost is estimated at $21,665,880.  Sources include the proposed Elderly and Disabled Loan, a Weatherization Grant, and developer equity on the $1.6M.  The weatherization documentation has been received and approved and weatherization eligible activities include:  windows, above code ceiling insulation to R49, and floor insulation to R19, refrigerators, clothes washers, dishwashers and lighting.  
U.S. Bank is the construction lender. They have completed the underwriting and have received approval for the construction loan.  However, the bank’s approval is contingent upon receiving a 23.57% loan guaranty on the loan from the Department’s Loan Guaranty Program.  Because Emerald Pointe is not 100% affordable, U.S. Bank must use their conventional commercial underwriting as criteria for the construction loan.  The maximum construction loan amount is limited by the stabilized NOI that can service debt with a minimum debt coverage ratio of 1.20.  The debt service will be based on conventional market rate of 7.75%, using a 25-year amortization.  With this criteria, U.S. Bank’s maximum loan amount would be limited to $15,240,000, which is a shortfall of approximately $4.7M.  Therefore, they are requesting the Loan Guaranty, which allows the construction loan to equal the permanent loan take of $19,942,249.  The term of the Loan Guaranty would be consistent with the term of construction loan, which includes construction and the lease-up phase.  There is some risk to the department for the Loan Guaranty.  If the project was unable to complete construction or convert to permanent financing, the Department’s risk is the top loss amount of the $4.7M.  However, both the construction lender and the department feel this is mitigated by the experience of the development team, the architect, and the construction contractor, all well known to the department and U.S. Bank, and the market demand reflected in the appraisal.  In addition, the Finance Committee requested that the borrower provide additional collateral by providing a second lien position on the adjacent 6.7 acres.  The borrower will be providing information on that property.  Its estimated value is approximately $2,000,000 and, anticipating a 60% LTV loan, would give us about a $800,000 second lien position.  Epstein contacted the staff earlier this week to discuss his concerns with the department’s risk and the Loan Guaranty, and he suggested that we ask the borrower to execute a Personal Guaranty for the Loan Guaranty.   The borrower is willing to do that.  The document is ready and the recommended motion has been amended accordingly.  The Elderly and Disabled Loan is a minimal risk to the Department, as current loan closing will not occur until the project meets stabilized occupancy for 90 consecutive days, meeting the Department’s minimum 1.10 debt coverage ratio.  Frank Silkey has done the architectural review on the project, and it has been approved.  Cullin recommends approval of the Elderly and Disabled Loan, the Weatherization Grant, and the Loan Guaranty to U.S. Bank.  
Chair Ortiz  refers to the 16 units vacant to break even, and asks the reason why 16 units could not be added to the affordable units.  Cullin explains that the breakeven units could be vacant and they still would be able to make their expenses and their debt service payment.  
Liebowitz  asks if the loan is below market interest rate.  Cullin says yes.  

Liebowitz indicates he has a problem in that this project has 25% affordability, and the balance is available to people with incomes of $200,000 a year.    Gillespie explains that tax exempt bond money is readily available and the department has an opportunity in this project, without tax credits.  In private ownership, people can develop projects where only a small portion of them are going to be affordable with a resource that isn’t scarce.  Enabling affordability by the fact that you have more units at market rate, makes the balance of those units affordable.  It is good policy to get mixed-income projects as long as it does not become a scarcity issue. 
Castricano says that from the point of view of the lender, congregate care did not do well a few years ago and, as a result, lenders became disenchanted with this type of product. A lot has to do with the fact that it gets closer to operating a business than apartments.  Misunderwriting occurred and projects failed.  Another project has the developer putting up 35% on his own on this type of project.  
Cullin  explains that weatherization is another source the department has an abundance of at this point, and they have been encouraged to use as much of it as they can for bond projects.  The bond program is a minimum 20/50 or 40/60.  Discussion continues regarding mixed income projects and congregate care facilities.

Epstein asks about the numbers in the guaranty and if it is based on the size of the loan.  Castricano says yes.  Epstein asks if it is the size of the loan why they would not use a tax exempt loan bond rate on this deal. Castricano replies that if the tax exempt bond did not fund they would have to go to a conventional market loan, and the credit people that he deals with take the most conservative track.  Epstein comments that they need to look at the loan guaranty policy to make sure they are in a senior secured position and to look at projects with market rate.  Lower standards could facilitate more affordable units.  He suggest perhaps having a maximum number.  
Medinger says the $909,000 developer’s fee, together with the potential second on the property next door,  is how you get to the $1.6M, so there really is almost no cash in from the developer.  Castricano states that they are holding back half of the developer’s fee.   The sponsor does not have strong credit, so the things that they did to structure the projections were to hold back a significant portion of the development fee and require a fixed interest rate during construction.  He believes this project has merit and they are comfortable with the developer, who knows what he is doing in terms of his experience and knowledge; however, it is weak on the credit side. Crager comments that the Finance Committee had the same discussion about revisiting the Loan Guaranty Program.  Epstein indicates that he would like to be in on that discussion.  Medinger says that he will vote no and that it is nothing personal.  
MOTION:  Maggie LaMont moves that the Oregon State Housing Council approve an Elderly and Disabled Loan in the amount of $19,942,249 at an interest rate to be determined by a future bond sale, for a term of 30 years, to Emerald Pointe, LLC for the development and new construction of Emerald Pointe Retirement Community in Keizer, Oregon.  The project will meet affordability requirements by providing 25% of the units affordable to households earning 50% of Area Median Income; and the permanent loan may close when the project meets 90-consectuive days at 1.10:1 debt coverage ratio and all other closing due diligence required by the Department has been submitted and approved.

Approve Weatherization funds in an amount not to exceed $123,631 for eligible weatherization items, approved by the Weatherization Program Manager, to Emerald Pointe, LLC.

VOTE: In a roll call vote the motion passed. Members Present: Epstein, LaMont, Medinger, and Chair Ortiz. Abstaining:  Liebowitz.  Absent:  Cooper and Woolley
MOTION:  Maggie LaMont moves that the Oregon State Housing Council approve a Loan Guaranty in an amount not to exceed $4,701,263, or 23.57% of the construction loan, to US Bank for the construction financing of Emerald Pointe Retirement Community in Keizer, Oregon; subject to the borrowers providing a security interest on behalf of the Department on the 6.7 acres adjacent to the Emerald Pointe property, if the property is available to lien and the borrower executing a personal guaranty in the amount of the loan guaranty.
AMENDED MOTION:  LaMont moves that the Oregon State Housing Council approve a Loan Guaranty in an amount not to exceed $4,701,263, or 23.57% of the construction loan, to US Bank for the construction financing of Emerald Pointe Retirement Community in Keizer, Oregon; subject to the borrowers providing a security interest on behalf of the Department on the 6.7 acres adjacent to the Emerald Pointe property, if the property is available to lien and the borrower executing a personal guaranty in the amount of the loan guaranty.  In addition, the amount of the guaranty will be secured by a lien against the property subordinate to US Bank.

VOTE: In a roll call vote the motion passed. Members Present and voting in favor: Epstein, LaMont, and Chair Ortiz.  Not in favor:  Medinger.   Abstaining:  Liebowitz.   Absent:  Cooper and Woolley.
K. Legislative Report.  John Fletcher, Senior Policy Advisor with the department, distributes Legislative Update and gives overview of each of the department bills and the bills of interest to the department, which he is tracking.
IX. REPORTS:
A. Report of the Chief Financial Officer.  Crager reports that Nancy Cain has been selected as the new Chief Financial Officer for the department, effective February 1, 2007.   Nancy has been with the Department for eleven years, has worked in the capacity of debt accounting and budget, has a full-range knowledge of all of the department functions and financial management, and has a good understanding of bond and debt management issues.  We are delighted to have her.  She has also been operating as the department’s interim Community Resource Division Administrator.  She has been doing a great job and she will be providing the Chief Financial Officer report in the future.  

B. Report of the Deputy Director.  Rick Crager reports that the last two months have been very busy.  The department has been in the midst of a legislative session and it has required a lot of time on both his and Victor’s part to meet with a variety of legislative members.  At the last count, they had met with over 50 legislative members in the last 45 days.   He says he is very pleased with the progress they have been able to make with the department’s bills.  In addition, they spent a great deal of time on the department’s budget over the last 20 days.  They have changed the process a lot in terms of budget hearings this session and everything is very fast paced.  He says the department did very well in the hearing and explains the hearing process.  He also gives an overview of various department bills.    
C. Report of the Director. Victor Merced says that on a scale of one to ten, he would give the department about an 8+ with regard to the budget hearings and says he is very proud being associated with the agency.  In terms of visits with legislators, he thinks the agency is still being very well received, and says a lot of credit should be given to Bob Repine for his leadership prior to his coming to the department.  There are a couple things that are being taken care of internally in the agency. One is recruitment of the CRD Administrator, and the other is recruitment of an Agency Affairs Director.  He feels one component of the agency that still needs a lot more attention and focus is the external communications side and hopes this person can help formulate a consistent message. That person will be part of the Executive Team as well and, hopefully, will be participating in the Council meetings in terms of messaging, or any anything that Council desires in terms of marketing our products and delivering our message externally.  He reminds Council members that the Housing Conference is scheduled for April 24-25, 2007, at the Salem Convention Center.  House Speaker Merkley has agreed to be one of our keynote speakers, as well as Treasurer Edwards.  We are waiting to hear if Governor Kulongoski will be able to be the keynote speaker at the Tuesday luncheon.  We are hoping for three powerhouse speakers to attract a lot of attention and interest on the kind of work that we do.   As to future meetings, Merced says he is trying to arrange for the Governor’s Chief of Staff to attend the next meeting, and is also working on other future agenda items. One is the Economic Revitalization Team coordinator for the Governor, Ray Naff, to talk about what’s happening across the state with the ERT team and in coordination with the Housing Authorities.  If Council members have any other agenda ideas, he is more than happy to help coordinate speakers and presentations.

LaMont says she would like to have a presentation on mixed finance housing.   Merced suggests asking Steve Rudman, Executive Director of Portland Housing Authority, to talk about the Hope VI project.  LaMont suggests focusing on mixed use.  Crager comments that it would also lead to some policy discussions and knowing how we want to focus that would be helpful.  Liebowitz adds that there are two different issues – mixed income and mixed use.   Mixed use is a way of keeping people from having to travel from Point A to Point B.  
Chair Ortiz adjournes the meeting at 1:25 p.m.
/s/ Buz Ortiz______________4/9/07___
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