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I.
CALL TO ORDER:
 Chair Larry Medinger calls the August 24, 2007 meeting to order at 9:10 a.m. and asks for roll call. Present: Scott Cooper, John Epstein, Maggie LaMont, Stuart Liebowitz, Francisco López, Jeana Woolley and Chair Larry Medinger.    
II. PUBLIC COMMENT: None
III. APPROVAL OF MINUTES: Chair Ortiz asks if there are any corrections to the minutes. There being no corrections, the Motion was read:
MOTION: LaMont moves that the Housing Council approve the minutes of the July 27, 2007 Council meeting.

VOTE: In a roll call vote the motion passed. Members Present: Cooper, Epstein, LaMont, Liebowitz, López and Chair Medinger.  Abstained:  Woolley.
IV. CONSENT CALENDAR: Dona Lanterman, Single Family Programs Manager, asks if Council has any questions.  LaMont asks about loan #6 and says there are a lot of subprime defaults because of overburdening of mortgage payments, especially as rates are escalating.  This loan causes her the concern because their annual income is $52,000 a year and they are buying a 924 square foot house for almost $300,000.  She is concerned that they are being set-up for default.  She says the risk is to the lender, but in the end OHCS is guaranteeing the loan, so there is some risk to the department.  Lanterman explains that it is a Rural Development loan, and some of the things that are not reflected on the report is that there are about 3.5 acres included in the property, and their income also consists of some part-time money and side jobs that the gentleman has that are not rolled into their income.  There is also a barn with some stalls that are newly developed.   The appraisal is predicated more to the value of the land and the barn.  She says there is no risk to the agency.    

Epstein notes that this is 102% loan-to-value and asks if the Rural Development program can go over 100%.  Lanterman acknowledges yes.  Cooper comments that this also points to the problems they are having in Central Oregon with the affordability of housing.  He says that $300,000 in Deschutes County is not an unreasonable price.  

Merced asks about the part time income and other resources.  Lanterman explains that when underwriting it is difficult to assess this.  They have not had the part time income long enough to give a generous average, so it is not included.  The other piece is that he has an internet-type job that could take off, they have a family back-up plan, and their credit rating is excellent.  
LaMont asks when families default on loans the department grants, how the payments are made,  how the loans are serviced, and does she really mean this is no risk to the department.  Lanterman says there is less risk to the department.  They look at these very carefully, and with Rural Development their backing for their loans is a bit different and the department stands to lose very little if the buyers default,  so the risk to the department is very small.  Discussion continues about no down payment being made on loans.

Chair Medinger asks if Rural Development originates these types of loans and the department pays for them.  Lanterman says yes.  The department does not originate any of the single family loans.  It simply buys the loans.  They scrutinize the applications carefully and she was concerned about this particular one and did call Rural Development.  They indicated they were comfortable with the fact that these people have other income.    Chair Medinger asks if Council were to make a motion to not accept this loan application, what Rural Development would do with the loan.  Lanterman explains that they might put it into their direct portfolio.  LaMont asks if, because it is Rural Development, if it is going to be a 1% loan, rather than a 6% loan.  Lanterman says no, the other would be their direct program.   LaMont asks if this price for the area is good.  Cooper comments that it is on the high side of median, but it is not unreasonable.  Lanterman says she did underwrite the appraisal and the comparables are there. Epstein comments that there is a more global issue.  The greater issue is what is happening in the market on mortgages.  He says his concern is that we are putting good single family mortgages into our fund and then getting defaults, because those would affect our ability to float bonds to the market and get good rates.  Lanterman says that she watches the foreclosures very closely.  The department is amazingly low on its foreclosures.  There are currently seven and only one is a Rural Development loan; three are FHA; and four are less than $100,000.  As far as a hit to the portfolio, it would be minimal.  Epstein says he wants to look at it from a macro level in trying to keep our interest rates as low as possible.  Crager comments that the department has performed very well, and to date it has a good history.  Woolley remarks that it does not sound like this type of guarantee has given the department problems, and says that  with the added explanation and the fact that we have certain housing market conditions in this area, she would be okay with passing it through and paying attention to it.  
MOTION: Woolley 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, Liebowitz, López, Woolley, and Chair Medinger.    
Chair Medinger says he voted yes, with a qualifier that this is the kind of communication we must have, and he asks that Dona call Rural Development and tell them to quit doing this because we are getting nervous about it.
V. SINGLE FAMILY REPORT:  Dona Lanterman, Single Family Programs Manager, talks about the reservation system and the fact that single family loans are handled differently than multi-family loans in that the loans are not originated in house.  The lenders originate the loans and the department purchases the loans after they have closed.  There is a time frame in which the department can purchase the loans and they are not purchased until Council approves them.  Lanterman says she tries to keep it under 50 loans. It is hard to track the number, but they do have a time frame and legally they have to have them out within 60 days of receipt, and they try to get them out much faster than that.  Crager asks  what the average time is.  Lanterman says the goal is to have them out within two weeks.  Crager adds that the maximum is about three weeks.  He says the hang up that they have had in the past is what the limits were, and since the department has changed the limit, it has really opened it up.  Cooper asks how the two weeks compares to a private sector comparable.  He says that what he has heard from the financial community is that they do not like our programs because we are too slow.  Lanterman says that is a good point and she will try and do a comparison.  As far as the efficiency of getting them out, sixty days is the industry norm to get it on the books and get it serviced.  
LaMont asks about the default process and why it takes so long.  Lanterman explains that it depends on the type of loan.  If it were an FHA, for example, they take longer because FHA has a piece they have to do and we have to wait for them.  Rural Development takes longer in their turn around of the steps that are necessary.  She says she can research it and report back to Council.  
Lanterman adds that the market is volatile and the department is going to raise the interest rates effective Monday, going to 5.99% and 6.49%.  She reports that the department’s reservation system was rather archaic, and the new system is much more streamlined and they hope to have it out within the next couple of weeks.  Crager adds that the new system was developed in-house because the cost of buying something off the shelf was astronomical.  
VI. SPECIAL REPORTS:  
A.   Patti Whitney-Wise, Executive Director of the Oregon Hunger Relief Task Force (OHRTF) thanks Council for giving her the opportunity to talk about their work and what is going on with hunger in the state, and says there are a lot of connections to housing.  The task force was created by the legislature in 1989 and there are legislative members as well as state agency and non-profit members on the task force.  OHRTF is overseen by OHCS, which makes the appointments to the task force for the public members.  When they started in 1989, their staff was one part-time person, and they  have grown to six full time staff.  They have done some fundraising and have started a 501(c)(3) to help support the work of the task force, which is a quasi-government entity.  A few years ago, Oregon was #1 in hunger and it is now #24.  She explains what was done to get there:
In the late 70’s the minimum wage was enough for a family of three to make an income above the poverty level, but that is no longer true.  In Oregon, if you are a family of one, the minimum wage is fine.  Even a family of two is okay.  By the time you get to be a family of three, you are not making enough income to get up to the federal poverty level.  Much of today’s problems with hunger really started not only with the minimum wage piece, but what happened in the early 80s when there was an 80% cut in subsidized housing, and a 35% cut in food stamps.  What we have reaped are the homeless shelters, the soup kitchens and the emergency food box programs.  Adding to that is the welfare reform in 1996, which made some other cuts in food programs, additional food stamp cuts, additional summer food program cuts, and many families were pushed into those minimum wage jobs, which did not bring them above the poverty level.  She says she often refers to hunger as the “canary in the mine shaft.”   It is indicative of the bigger problems that a family is having.  It means simply that they do not have enough income to pay all of their bills and the one item they give up is their food budget.    Definitions at the federal level include hunger, which has been measured since about 1995.  We did not get numbers until 1999 because it took that long for the data to get a statistically valid sample.  CDC, USDA and several universities came up with a measure for food insecurity and hunger and started doing annual surveys.  If a family is food insecure they are uncertain whether they will have enough money to purchase food for the month, or where they will get food that month.  It does not mean that they went hungry that month.  Food insecurity with hunger means one or more members of the household went hungry during some point during the last year.  Some of things that were discovered is that Oregon and Washington had much higher hunger rates compared to their poverty rates.  Why was that?  USDA worked with Oregon State University to look at some of the unique factors.  Overall Oregon had 20% food insecure households, making the wage range between $16,000 and $30,000.  That is not necessarily poverty wages, but what has happened with the poverty level over time is that it has eroded.  It was based on a 1950s family who spent one-third of their income on housing, one-third on food, and one-third on everything else.  That has changed.  The poverty rate is obtained by multiplying the cost of food by three.  Most typical families only spend about 10% rather than 30% of their money on food.  We think it is closer to 200% of poverty or even higher for a family to meet their basic needs.  The problem is not just in Oregon, but housing costs here have gone up dramatically and that has caused a lot of problems.  
The other thing that is very significant is the percentage of children who are food insecure compared to the elderly.  Oregon has a higher rate than other states for people who are employed and are food insecure.  Since 2000, participation in the Food Stamp Program has almost doubled.  They are up to more than $460M a year and that has been one of the reasons why they have brought the hunger rate down.  They have also worked with the child nutrition programs.  
The Oregon Food Bank helps work with a regional system of food banks throughout the state.  There are some other private systems, but the Oregon Food Bank does the majority of the work, working with many local agencies, churches, other kinds of non-profits in the local communities. They received a substantial increase in state funding, and OHRTF worked on helping get that increase.  There is more need in the rural areas, and  they are continuing to try and reach out to them.  They have also worked on the Community Development Block Grant (CDBG) money to create a couple of new warehouses and purchase some freezers and other items for capacity.  They have also done quite a lot around root cause work.  
The Refundable Child Care Tax Credit was something passed several years ago.  Recently we were rated as one of the top for helping parents pay for child care.  Child care was never factored into the poverty rate because the assumption was that one parent would stay home.  We do provide assistance in Oregon, and it is helping to rank us up there with New York as one of the most child care friendly states.  We recently passed the Refundable Income Tax Credit, which kicked in last January.  Refundibility helps the lowest income families so that those making minimum wage would be eligible for a $2,000 earned income credit and once you make it refundable they get the whole $2,000 back.  Oregon’s amount is small, but it still makes a difference.  
Oregon’s higher minimum wages does help a great deal.  Based on all of those things and more, Oregon’s hunger rate has come down, while the national level has slowly crept up.  The food insecurity rate has not dropped as dramatically, so there are still people out there on the edge, but we are providing more food to them.  Other factors have lead to hunger issues:  transportation costs, continued higher housing costs, fuel, and the cost of food.  Those things have had a slow impact and will continue to impact families.  We are still having to fight to move upstream to get at the root causes for many families.  
The other piece is the Act to End Hunger.  When the Governor came in a few years ago he focused on hunger as one of the areas he wanted to do something about.  The Governor’s office agreed to a five-year strategic plan.  In April of 2004, the report was released, which has action items, an executive summary, an update, accomplishments, and next steps.  They have made progress on 24 out of the 40 items in the last three years.  
LaMont points out that families eat a lot different now with more fast foods and prepared foods that cost more, and asks if those things were calculated into how much families spend on food and if they are actually paying more than what the estimates indicate.  Whitney-Wise says that the USDA generally does not take into account fast food and food purchased away from home.   Many of the foods that are unhealthy for people are a lot less expensive than foods that are healthy, and it is becoming more of an issue.  For instance, fruits and vegetables are more expensive than high carb, sugar, fat products.  The WIC farmer’s market and the senior farmer’s market programs are highly valued and highly used.  She points out that $200M nationwide goes into nutrition education, compared to $20B in advertising for fast food every year, so you are also up against the market.  

Liebowitz says that one measure of the whole food problem is the spike in food box distribution among food warehouses that occurred immediately after the “welfare reform” and continued for a long time.  Poverty statistics are completely inaccurate measures of poverty and poverty levels have no basis in reality.  Whitney-Wise states that they do a lot more with living wage and basic expenses.  Many of the anti-poverty groups that they work with would like to see a change at the federal level.  The political side is that if Congress changes it on their watch, we could see the numbers double.  

López asks how many food baskets were distributed by Oregon Food Bank compared with 2005.  Whitney-Wise says she does not have that number with her, but the numbers have continued to go up.  López asks in terms of the counties that receive a lot of food baskets from the Food Bank, if the state is doing any type of economic development in those areas.  Whitney-Wise states that she is sure there are some, but that is not her area and she does not know.  López asks why they separate it and asks if they are part of the task force.  Whitney-Wise explains that on the Department of Economic Development does sit on the Interagency Coordinating Council on Hunger (ICCH).  The one piece that they have been involved in is with the CDBG grants, and they are putting in extra staff time to work with the food banks.  Again, that is not solving the root cause problem.  Northwest Areas Foundation is working on a poverty project with small communities. Oregon is one of twelve states that works to try to bring to the whole community an economic development strategy to improve the entire community’s livelihood.  

Woolley comments that it sounds like the OHRTF is working to increase funding to address the growing need and asks how they are doing outreach to make people aware of the resources that are available.  Whitney-Wise says that through ICCH they work with all the state agencies that have some stake in this issue, including OHCS.  They have begun to work on trying to identify some of the housing projects where they have a community room and have committed resources for those families, both in terms of getting literature to them and setting up the after school programs and summer food programs on site in those projects.  It is labor intensive and once it is up and running it is not that difficult, but there is a barrier with all the paperwork to get it started.  The OHRTF staff does work with interested people to help get them through the process.  Woolley asks if that is something the department could play a role in, in terms of getting the word out to developers and CDCs around the state to do a better job connecting the services.  Whitney-Wise says they can do presentations on how the programs work, how to get involved, and what the steps are, so if there are some venues where that would be appropriate, there is staff who would be delighted to do that.

Merced comments that he thinks there is an appropriate connection between the service component on some of the projects that the department funds to perhaps incorporate food and hunger as one of the primary issues.  The other thing is that more and more non-profit groups around the state are becoming aware of hunger issues.  For example, the Boys & Girls Clubs have the Kids Café; there is one in Portland, Hillsboro, and they are working to expand to other communities.  It is a kitchen where hot meals are made for kids, so when they come in after school there is a chance for a hot meal.  
Cooper encourages Whitney-Wise to explore the impacts the lottery has on poverty or food insecurity, and asks if they publish the food stamp participation rate.  Whitney-Wise says yes, it is published every year at their website, www.oregonhunger.org.  There is a section on food stamps and they publish a report with the food bank.  The report gives county by county numbers.

Epstein asks if the department has staff and funding devoted to this task force.  Crager explains that the department chairs ICCH, which includes the agency heads of Economic Development, Agriculture, Human Services, Corrections, Education, etc.  The OHRTF provides reports to ICCH.  By statute the OHRTF is connected to OHCS.  What we have been able to do with ICCH is to have all the agencies put in a contribution of $72,000 ($8,000 per agency) a year to support the task force.  Now that they have been able to establish a 501(c)(3), they can bring in more dollars to support larger efforts.  Whitney-Wise says the money is a small amount, but it gives them the leverage to raise more funds.

Epstein asks how we go about educating people about OHRTF and if the RADs do any outreach.  Whitney-Wise says this is the first time she been invited to attend the Council meeting to do a presentation, so she thinks there is some new direction in terms of looking at other ways to get the word out.  Crager says he thinks the department could do a much better job as it relates to promoting more of the services that come though the department, and one of the department’s efforts is to try to improve at outreaching the services.   Merced adds that the short answer is that no, the RADs mainly focus on housing.  

López asks if there is a plan to include these other services in with housing.  Merced says that when the department does an evaluation, many different needs are assessed per project.  

Cooper asks if Patti could come back annually.  LaMont says she thinks it would be good to get her reports for the year to know how we are doing.  

Merced comments that in past meetings they have talked about visiting other cities and communities, and that perhaps one of the things they can consider is perhaps having a Housing Council meeting at the Oregon Food Bank in Portland, and that it would be a wonderful opportunity to see their operations.  
B. Annual Reports.  Lisa Joyce, Policy Strategist with the department, states that the Poverty Report that OHCS produces contains a lot of the information that Patti touched on and discusses root causes.  The report was last published in 2006. One of her current projects includes the OHCS annual report and the Ending Homelessness Advisory Council’s 10-Year Plan to End Homelessness.  The annual report will cover the fiscal year that ended June 30, 2007, and the department plans to publish by the end of this year.  She distributes a draft of the kinds of data that they are hoping to include in the annual report.  The report will be categorized by budget areas and presented to Ways and Means.  OHCS has 64 programs; however, they will not report on every one of them.  The annual report will not be a financial report; however, a financial report will be provided on a CD which will be included with the report.  They will be looking at what the department is doing programmatically to help address the issues that it has been charged to address.  For example, when you look at single family home loans and how they compare to the Oregon population demographics, what is so different is that poverty disproportionately effects people of color and racial and ethnic minorities, yet our home loan programs serve these populations equally.  She says she was invited to address Council to let them know that the department is in the process of creating this report, and says she will present Council with data and provide more information as it becomes available next month.  She says she would also like to get Council’s feedback about what they think the community needs to know about this agency.  
Cooper asks why they are going to omit many of the key programs if they are going to use this report for legislative outreach and for image building for the agency.  Joyce explains that they could give a program description, but the problem would be that the department doesn’t have good data or information to share.  Cooper comments that one of the things he believes the department suffers from as an agency in legislative and public attention, and that the department is a $2.2B agency, and the more we promote the range of programs we do, the more opportunities we have to let people know who we are.  Joyce says they will be highlighting the most significant achievements.  Crager adds that it is somewhat confusing because we are a $2.2B agency, and $1.9B of the budget is the residential loan program.  Affordable rental housing is an accumulation of 10-12 programs.  You could say 64 programs, but it is ten funding sources that make one program to provide affordable rental housing to the State of Oregon.  He estimates that three-fourths of the programs were highlighted in this particular annual report.  In terms of the information that we do not have, all the anti-poverty programs will be providing information on homelessness, food assistance, energy and weatherization programs, and rental assistance.  Joyce adds that the big categories will be covered.  Cooper comments that the more you do in government, the more important you are, and the better your chances are of advancing policy and funding initiatives.  He says he would not hold back.  As far as the financials being included as a CD, he says he would encourage her to at least put a summary of the major pieces in the back.  What we do deserves attention, by the volume of dollars that are passing through.  He says he thinks geographic distribution of assistance is a huge piece.  
Woolley says that what we suffer from is having a “million moving parts” and people not being able to get their head around what is the substance of what comes out of all those moving parts.  In doing a report, she thinks two things need to happen.  One is to group things in a way to make what we do digestible for someone who is not familiar with what we do.  We need to think about the categories of assistance and talk about the fact that we may have 12 programs that allow us to provide that kind of assistance in different ways, to different groups.  Second, is that somehow this report needs to go back to the areas where we have already groomed the legislature, as much as we can repeat what the legislature became familiar with and bought into and report along those lines.  It will help to further educate and deepen the relationship we have with them.

Merced comments that those are all good points and he wants to remind the Council that this department has never had an annual report.  This is promoting what we do and who we are and we will be sorting this out.  It will make us a better story teller about what we do and who we serve.  He says he wants to make sure the annual report has a human element.  It is fine to have statistics and numbers, but he does not want us to forget that there is a human element to what we do and that is part of the story.   López asks if she will provide stories of some of the recipients.  Joyce says yes, that is the intention and there will be photos as well.  Crager states that Lisa has been diving into the homelessness statistics and he is confident Council will be proud of the annual report.  
VII. OLD BUSINESS:  None.
Crager introduces Michelle Deister from the legislative fiscal office.  He says she was a key person for the department during the last session, worked very hard with the department, and has been a great partner.  I wanted to welcome her.  
Cooper states that at the last meeting new construction costs were discussed and asks about the status of a report on what was happening with our costs compared to the consumer price index.  Gillespie says it is still in the works.  
VIII. NEW BUSINESS:   Shelly Cullin, Loan Officer with the department, explains that she will be presenting twelve properties consolidated into one package.  She introduces Raquel Guglielmetti, representing the borrower; Danielle Quade, legal counsel; Loren Clark, US Bank; Dave Castricano,  US Bank; and Deb Federici, US Bank.  She explains that Northwest Real Estate Capital Corp. (NWRECC) is requesting an allocation of volume cap from the department’s Pass-Through Revenue Bond Program and Housing Preservation Funds and Weatherization Funds for the acquisition and rehabilitation of a portfolio of twelve projects.  Ten of the projects currently have OHCS financing and will prepay.  One property, Pendleton Square I, has already matured.  Mountain View was financed with a Rural Development mortgage which has expired; however, the project has a Section 8 HAP contract for 100% of the units.  The properties are located in various areas of the state and range in size from eight to 50 units: 
A. Forest Hills, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, is located in Reedsport, has 20 units, and currently has a waiting list of 17 households.  
B. Garden Grove, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, is located in Forest Grove, has 48 units, and has a waiting list of 24 households.  
C. Grande Woods, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, is located in La Grande, has 50 units, and has a waiting list of 11 households.    
D. Lake Empire, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, is located in Coos bay, has 28 units, and has a waiting list of 11 households.
E. Mountain View, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, is located in Oakridge, is a 24-unit senior project, with a waiting list of 4 households.
F. Pendleton Square I, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, located in Pendleton.  
G. Pendleton Square II, Pass-Through Revenue Bond Request, located in Pendleton. Combined with Pendleton Square I has 45 units, and has a waiting list of 18 households.
H. The Pines, Pass-Through Revenue Bond Request, located in Florence, has 25 units, and has a waiting list of 14 households.
I. Ridgeway Village, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, located in Reedsport, is an 8-unit senior project, and has a waiting list of 3 households.  
J. Riverside Manor I, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, located in Reedsport, is a 16-unit family project and 8-unit senior project, with a combined waiting list of 12 households.  
K. Riverside Manor II, Pass-Through Revenue Bond Request, located in Reedsport, is a 16-unit family project and 8-unit senior project, with a combined waiting list of 12 households.  
L. Sunland Park, Pass-Through Revenue Bond and Housing Preservation Program Grant Request, located in Hermiston, has 40 units, with a waiting list of 22 households.  
Cullin explains that by financing these projects at the same time the borrower is able to spread the financing costs and fees throughout the projects.  However, each project will be owned by a single asset entity, an LLC, with the sole member of each LLC being Affordable Housing Preservation LP.  The general partner of the LP is Community Development of Oregon LLC, whose sole member is Northwest Real Estate Capital Corp., a 501(c)(3) nonprofit.  The limited partner of the LP is Wells Fargo National Association out of Salt Lake City.  NWRECC completed the acquisition and rehabilitation of ten properties in Idaho with this same development team and equity investor.  They currently manage all of the Oregon properties and have been approved to remain as the property management agent.  The resident services plans for each of the properties have been reviewed and approved by the department.  With the prepayment of the department mortgage, nine of the twelve properties will have their initial HAP contracts expire.  The borrower has requested a continuation of the HAP contracts for a 20-year term and HUD has approved those requests.  Grande Woods is considered a “new reg” project, which means that the HAP contract is not tied to the mortgage; therefore, when the mortgage prepays, the existing HAP contract continues until its original expiration date of November 2011.  At the time of transfer the new borrower will assume the existing HAP contract.  Mountain View’s HAP contract expires April 30, 2010, and the borrower will assume that existing HAP contract.  HUD has provided a “comfort” letter for both Grande Woods and Mountain View that indicates that HUD will recognize the debt service at the expiration of the initial HAP contract, and they will provide a 15-year HAP contract at that time.  Financing for each of the projects includes tax exempt financing, 4% LIHTC, OAHTCs, weatherization grants, Housing Preservation Fund Grants, deferred developers fees, and cash flow during rehab.  The borrower has completed a detailed analysis of excess cash flow during rehab, and anticipates reinvesting approximately 70% of the cash flow back into the projects.  By using excess cash flow, the borrower was able to reduce their initial requests from the Housing Preservation Funds by approximately $400,000.  US Bank will purchase the bonds, and use proceeds during construction.  At the time of permanent loan conversation, US Bank will provide a conventional mortgage, paying down the bonds 100% and then placing the OAHTCs.  The final interest rate to the borrower is estimated to be 3.25% for 20 years.  US bank will also provide a bridge loan during construction to extend the tax credit equity pay-ins.  Permanent loan conversions will be staggered based on the rehabilitation schedule for each project, with all projects anticipated to be completed by December 2008. The proposed permanent loans are well within US Bank’s loan-to-value requirement of 75%.  All of the projects meet or exceed the bank’s primary debt coverage ratio of 1.15.  The TEFRA hearing for these projects was held August 13, 2007, and if approved, the bond sale is scheduled to close September 28, 2007.  I would recommend all of the proposed financing requests for these projects.  
Guglielmetti states that she is the Vice President of Finance for NWRECC.  NWRECC is a 501(c)(3) non-profit that focuses on preservation of Section 8 properties.  They have owned and managed these properties since about 2001.  The properties were built back in the late 70s, early 80s, they are tired and difficult to maintain.  What they have tried to do is put in a rehab that focuses on the exterior to extend the life of the facility.  They have good internal systems, heating systems, and electrical systems, so they are properties well worth preserving, and by putting in the rehab they have budgeted it will extend them at least another 35 years.  The projects are located throughout the rural parts of the state.  The focus that they have with their residents is to provide a quality home environment. Their residents are under 30% AMI, and there are elderly within the family projects as well.  The rehab will do renovation on the interior units, so they will be replacing with energy efficient windows, appliances, and carpeting so that they are in good or new condition.  The residents will receive other “amenities” of air conditioning, playgrounds for children that meet code, offices, and will focus on accessibility.  A lot of their projects will never fully meet 504 standards, but everywhere that they could find a unit or make a unit accessible, they have done that with physical, visual and hearing impairments taken into consideration, including walk-in showers for the elderly.  As they have gone through this process they have made assessments unit-by-unit so that the standards they have used have been on a very detailed analysis.  As their residents go through temporary dislocation they are not moving them out, but are trying to work with them in as little inconvenience as they can.  They will start with four units at a time and will do a rolling rehab. She says putting together twelve projects can be overwhelming and the staff that they have worked with at the department have been wonderful to help make this deal come together.  For HUD to give them 20-year HAP contracts, to do the budgets that they did, and actually increase their rent to put this deal together, says a lot about the faith that they have in OHCS.  She says they have a great group of business partners.  They had to change their strategy mid-stream on these projects, and they brought US Bank in and they have done an excellent job putting together these twelve projects and financing in a relatively short time frame.  
Cullin points out that the motion has a caveat that Council does not normally see, and that is contingent on final US Bank approval.  She says this is due to the short time frame and the amount of projects.  As with any lender, they do more credit underwriting on the first project and once it is approved the template is done, and the credit underwriting is done.  They have committed to be there when we need to have the bond sale.  

Crager adds that one of the things that is making this possible is that the department was awarded $8M in preservation money, and these projects are the first recipients of those dollars.  He points out that this project has a total of 314 units.  

Cooper comments that none of these projects are in the top three housing markets in the state -- metro, central, or Medford/Ashland, and asks if it is because the values are already so high.  Cullin says it is because it is a portfolio acquisition with one owner, and they acquired these properties 25-30 years ago.  She says Council will be seeing projects from the metro area, but it is just the transition the department is in with the Section 8 portfolios.  Woolley states that in her tenure on the Council she does not ever remember seeing a package like this.  She says that if Council is going to have more of these types of projects it would be helpful to have consolidated sources and uses that show all of the monies that are going in on a consolidated basis, as opposed to being broken up into separate projects so they can look at the impact in relationship to the funding sources.  She says this is a huge allocation and she wonders what other projects will be coming before Council for approval.  

Cullin says that in regard to the sources and uses, this is a conduit financing.  It has been the department’s practice that the Council does not underwrite or look at the detailed proformas because the department has lenders and it has never provided detailed proformas.  Crager explains that the bulk of the resources for these projects are the tax-exempt bonds, which is a huge resource that the department has -- approximately $800M in tax exempt resources.  Bob Larson, Debt Management Manager, adds that the department has $200M of carry-forward.  Crager says that is what is available right now, and explains that the department will go to the Private Activity Committee to try and get carry-over resources that the state does not use, so there would likely be even more resources available to the department.  He says this project is a good investment for the department.  

Chair Medinger asks if it is only one project that uses Trust Fund.  Cullin says yes.  The Housing Preservation Fund is only to be used for the preservation of the department’s finance projects.   Mountain View was financed by Rural Development so that received the Trust Fund allocation.  They all get OAHTCs.  Epstein explains that historically OAHTCs reduced the interest rate which had to pass through directly for rent reduction, dollar-for-dollar.  The legislature changed that so you still get the interest rate reduction, but its not a direct pass-through on rent reduction.  Cullin adds that part of it is to maximize department resources.  She says that when they can finance these projects with bonds and 4% LIHTCs it really alleviates the burden on the department’s CFC resources, which is oversubscribed.  
Epstein says he will probably abstain from voting because his bank is a major investor in this project.  He says this portfolio takes complicated coordination, and the reason why his bank is comfortable is because they have done similar projects with Raquel’s nonprofit in Idaho, where they did about ten properties under the same structure, and it went very smoothly.  
Chair Medinger comments that one of the things that he is concerned about is accessibility for seniors and fall protection.  In rehab there are opportunities to update things so that more of the units in a building are accessible.  He asks if that could be addressed in the packet -- how the units are being adapted to modern day accessibility standards.  Cullin says yes, Frank Silkey, the department’s architect, has inspected all of the properties and he can do that.  Epstein points out that this has a lot of other sources, not just conduit.  
MOTION:  Cooper moves that Oregon State Housing Council approve the following:
FOREST HILLS:  A Pass-Through Revenue Bond in an amount not to exceed $974,800 to Northwest Forest Hills Manor LLC for the acquisition and rehabilitation of Forest Hills Manor in Reedsport, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $246,250 to Northwest Real Estate Capital Corp.

GARDEN GROVE:  A Pass-Through Revenue Bond in an amount not to exceed $3,729,000 to Northwest Garden Grove LLC for the acquisition and rehabilitation of Garden Grove Apartments in Forest Grove, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $170,300 to Northwest Real Estate Capital Corp.

GRANDE WOODS:  A Pass-Through Revenue Bond in an amount not to exceed $3,525,000 to Northwest Grande Woods LLC for the acquisition and rehabilitation of Grande Woods Apartments in LaGrande, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $142,000 to Northwest Real Estate Capital Corp.

LAKE EMPIRE:  A Pass-Through Revenue Bond in an amount not to exceed $1,217,500 to Northwest Lake Empire LLC for the acquisition and rehabilitation of Lake Empire Apartments in Coos Bay, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $136,862 to Northwest Real Estate Capital Corp.

MOUNTAIN VIEW:  A Pass-Through Revenue Bond in an amount not to exceed $944,000 to Northwest Mountain View LLC for the acquisition and rehabilitation of Mountain View in Oakridge, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Trust Fund Grant in the amount of $128,400 to Northwest Real Estate Capital Corp.

PENDLETON SQUARE I:  A Pass-Through Revenue Bond in an amount not to exceed $1,829,000 to Northwest Pendleton Square I LLC for the acquisition and rehabilitation of Pendleton Square I Apartments in Pendleton, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $150,000 to Northwest Real Estate Capital Corp.

PENDLETON SQUARE II:  A Pass-Through Revenue Bond in an amount not to exceed $785,000 to Northwest Pendleton Square II LLC for the acquisition and rehabilitation of Pendleton Square II Apartments in Pendleton, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  

THE PINES:  A Pass-Through Revenue Bond in an amount not to exceed $1,767,500 to Northwest Pines LLC for the acquisition and rehabilitation of The Pines Apartments in Florence, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale

RIDGEWAY VILLAGE:  A Pass-Through Revenue Bond in an amount not to exceed $324,000 to Northwest Ridgeway Village LLC for the acquisition and rehabilitation of Ridgeway Village in Reedsport, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $119,020 to Northwest Real Estate Capital Corp.

RIVERSIDE MANOR I:  A Pass-Through Revenue Bond in an amount not to exceed $648,000 to Northwest Riverside Manor I LLC for the acquisition and rehabilitation of  Riverside Manor I in Reedsport, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $155,790 to Northwest Real Estate Capital Corp.

RIVERSIDE MANOR II:  A Pass-Through Revenue Bond in an amount not to exceed $413,500 to Northwest Riverside Manor II LLC for the acquisition and rehabilitation of Riverside Manor II in Reedsport, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  

SUNLAND PARK:  A Pass-Through Revenue Bond in an amount not to exceed $2,096,000 to Northwest Sunland LLC for the acquisition and rehabilitation of Sunland Park Apartments in Hermiston, Oregon; subject to final US Bank approval, and documentation satisfactory to legal counsel and Treasury approval for the bond sale.  In addition, approve a Housing Preservation Program Grant in the amount of $262,500 to Northwest Real Estate Capital Corp.

VOTE: In a roll call vote the motion passed. Members Present: Cooper, LaMont, Liebowitz, López, Woolley and Chair Medinger.    Abstained:  Epstein.
Merced points out that the resident services plan for these projects addresses several issues that they will be taking care of for the residents, with one of them being a nutritional education component.  

IX. REPORTS:
A. Report of the Chief Financial Officer.  Nancy Cain reports that the department is 
gearing up for closing the deal on the twelve properties Council approved today.  The rate increase was already discussed with regard to the residential loan program.  The department reluctantly raised the rate, but given uncertainties in the mortgage markets, that was necessary.  It is possible that there could be another rate increase if necessary.  Both of the department’s financial advisors and financial partners are keeping the agency apprised of the situation, particularly in the area of single family or residential loan mortgages.  There will be a bond sale in October.  The audit of the department’s financial statements in on-going and is going well.  There may be a report to the Council in the audit letter.

Epstein states that the department has an advisor that gives it rates.  He asks “If you are off, do we have to sell bonds at a discount, or get a premium on those bonds if they overestimated the rate?  Do they always go to par, or do they trade as discounts and premiums?”  Cain explains that the department issues premium bonds, but only so it can get down payment assistance.  The department trades at par.  If we miss the estimate, there are a couple of options:  We can take less than full spread -- we are allowed a certain amount of leeway --  but taking less than full spread would be a very significant decision to make.  At the same time we need to continue this business because it is a good portion of our operating costs and we need to be in the market to have continuity and we need to be making loans.  Crager adds that there are dollars in the pot that have been secured at certain rate, so we assess where we are at with our reservations and whether we are at the point that we have pretty much used all of that.  Then we evaluate the market and where the bonds are trading at.  We want to be protected to make sure we are not in a situation where we cannot maximize our profits and still apply a competitive rate.

Epstein asks if Cain thinks this rate increase is the mortgage market rate and is competitive for having mortgages in the marketplace.  Cain says the department had been able to lower the rate it had been at nearly a month ago and they are not anticipating much of a change in reservations.  The department is seeing very stable and high levels of reservations, and it is not anticipated that this will impact the reservation amounts, even though it is presently an unstable market.  

Cain talks about banking 0% money that the department holds for situations where it wants to do loans at a lower interest rate for a particular population or organization.  For instance, 0% loans have been used for Habitat for Humanity.  That money has also been used to lower the mortgage rate to be competitive when taking full spread would put the department out of the competitive market.  Each time the department evaluates whether or not it will be issuing variables, and recent indications are that this will be a good time to issue variable rate debt.  Crager says that when the department issues tax exempt bonds, it can take no more than a 1-1/8th  spread.  The department can create 0% money so it can be saved for the future to blend with other types of bond notes to get the needed rate.  Larson adds that the department has somewhere in the neighborhood of $7M - $8M.  Crager comments that it is always nice to have those because you can do blend-down rates or do special projects.  Some state housing financing agencies have done special programs to get lower interest rates to special populations.  It enhances your creativity.  He says the department is trying to stay 100 basis points below market.

B. Report of the Deputy Director, Rick Crager:
· OIG Audit. The department received a letter from HUD indicating it has closed the audit officially.  Marlys Laver has been the key person on this for many years and deserves the majority of the credit.  We knew we were right from the beginning and we were able to drive the point home.  
· Preservation.  Because of the way the preservation money was structured at the end of the session, with a portion of it being Community Incentive Fund, General Fund and Trust Fund, there are some administrative things we need to work through.  The money that was allocated today was all General Fund money.  The department’s target was to do 300-600 units, and 314 units were approved today.  Projections are that about 500 more units will be coming through the pipeline.  
· Permanent Supportive Housing (PSH) Model for the Homeless.  The department is in the process of getting the guidelines drafted for administrative rules for the $16.4M of lottery- backed bonds.  There are three different ideas that have been suggested:  putting part of this money into the CFC as an allocation; use this funding for struggling projects that are not full and converting a unit to PSH; or to meet the needs of the rural parts of the state, package the funds with some other resources through a targeted RFP.  Hiring a new staff person to assist is also on schedule.  The funds will be allocated in the Spring of 2008.  
· Document Recording Fee.  The department is continuing to meet with the Housing Alliance on the document recording fee funding support for the special legislative session and there are different strategies that are being considered.  Chair Medinger asks that Crager explain the distinction between the housing that they are talking about and the housing the department is normally involved in.  He says he believes the Housing Alliance is talking about workforce housing, where the department deals more with subsidized and rental housing.  Crager says the Housing Alliance’s proposal for the document recording fee was to create $60M to meet housing needs and workforce housing was just one of the areas.  The intent was to put more dollars through the CFC to be able to fund projects.  The department typically funds 50% of the projects that come through the CFC and this would give the department the opportunity to fund even more.  In addition, there were other areas identified by the Housing Alliance that could be funded, such as minority homeownership; homeless assistance through a proposal to increase the current emergency housing accounts that provide case management; capacity building to help non-profits and community development partners; and affordable rental housing to try to meet the increasing needs of workforce housing.  Merced points out that in many ways it is identical to the department, with the only difference being capacity building, which was in the department’s original Governor’s budget presentation, and was later taken out.  He says there is also a piece on manufactured housing.  Chair Medinger asks if the document recording fee would be diverted into the department and then managed by the department.  Crager says yes, the department works in collaboration with the Housing Alliance.  Chair Medinger asks if this would be an additional revenue source.  Crager says yes, the last projection was nearly $36M generated by this fee.  Cooper states that he has concerns about bringing this back again because in the last session there were 36 counties in opposition, including the County Clerk’s Association.  He says he is concerned that at a time when the department is wanting to develop partnerships, it may be setting itself up for a fight.  Their issue is that this is one of 35 separate proposals for document recording fees and most of them do not see a connection between recording and affordable housing.  They want to see recording fees linked to something that supports the recording function.  He asks if a dialog has been opened with these two associations.  Floyd Smith states that the discussion was that the notion of the document recording fee would be discussed at an upcoming September meeting.  To his knowledge dialog with county clerks was not considered at that meeting.  Crager states that as they attend the meetings they can bring that option to the table as a concern.  Merced says that from what he understands, the opposition to the document recording fee was that the votes were there, but the Republicans began withdrawing at the end of the session.  The opposition strategy on the opposing side was that they were not going to vote for any new taxes.  While the counties and assessors opposed it, he does not think that was the critical issue in terms of its defeat.  It fell 6 votes short.  It is considered the number two priority for the Democratic Party for the ‘08 session.
· Housing Conference.  The department is considering partnering with CADO, AOHA, AOCDO, and other groups, for a joint housing conference, possibly in October 2008.    The goal is to bring in more national speakers and involve best practices.  
C. Report of the Director.  Victor Merced introduces Pegge McGuire, the new CRD Administrator, and says she comes to the department with an illustrious background. McGuire: says she is pleased to have joined the department, and that when Patti was talking about food, food insecurity, how it impacts people’s housing, and the reactions that everyone had, it reminded her of when Victor and Rick interviewed her --  Victor said “lets talk about people in poverty.”  I said “it’s all about the people.”  That is the perspective she feels she brings to the department.  She spent the first 15 years of her career in property management.  After that she worked in civil rights and multi-cultural and equity awareness as it relates to housing.  She says “the work that we do is all about the people who live in the buildings that we help finance and the programs that we help operate.”  
Merced points out that at the last meeting he talked about the Executive Team’s plan to travel around the state to talk to various communities about the department’s programs, budget, and new initiatives around homelessness and preservation. He says those plans are moving forward and they  plan to travel to Eastern Oregon, Central Oregon, Southern Oregon, and finally the Valley.  

Merced states that the special reports that have been presented at the Council meetings on poverty, green building, and ex-offender programs, is an effort to continuously educate the Council on some of the issues that the department faces and he hopes it has been helpful.  He says he plans on inviting Ray Naff, Executive Director of the Governor’s Economic Revitalization Team, to one of the upcoming meetings.  This would be an entity that could assist with delivering our dollars in a more efficient way.  
C. Report on Cour d’ Alene, Idaho Conference.  Maggie LaMont reports that the conference was very good.  She says that all state housing agencies are different and most of them are not part of the state government, but most are a quasi-government entity.  She distributes a handout prepared by Kutak Rock LLP on the Sarbanes-Oxley Act and HFA Governance and talks about some of the highlights from that report.  Following discussion it was agreed that evaluation of the current bylaws be placed on the November or December agenda to make sure they are in alignment with current Oregon law.  LaMont says she would encourage Council to become active in the National Council of State Housing Agencies and their training processes.  Crager remarks that the department has been a relatively active member with the NCSHA over the years and the trainings are attended by appropriate department staff.  Merced points out that the department has sent some staff to speak at these conferences.  The annual convention is in September in New Orleans and the department is sending several staff.  Crager says they are a good organization, they provide a lot of best practices, and they were helpful by weighing in on the OIG audit talked about earlier.  
D. Report of the Chair.  No report given.
X. FUTURE AGENDA ITEMS:
A. September 28 Seaside Meeting Agenda Strategy.   Victor Merced states that for the September agenda Francisco’s group is going to speak about developmental disabled housing, the  Seaside Chamber of Commerce is going to talk about what is going on in Seaside and at the coast, and he asks if there are there other items Council would like to see and do while there, such as a preservations projects tour.  López states that the local Clatsop Housing Solutions Conference will be held on Thursday, September 27, at the Seaside Convention Center, and on Friday, September 28, the Conference on Affordable Housing for Adults with Developmental Disabilities.  Thursday will be about local issues and Friday will be more statewide.  On Thursday there will be a reception with Senator Betsy Johnson scheduled to speak.  On Friday there is a national speaker scheduled.  He suggests that Council participate in both events, and that they attend the lunch meeting on Friday.  He also suggests having the Chair of Catholic Community Services talk about a new model -- rather than move the children, move the parents, so the children can stay in the same place.  He says the department was instrumental in the purchase of some of the residences being used for this model.  
Discussion followed regarding the cost of travel and the need to be strategic when planning meetings in other parts of the state.  It was agreed that Council should have at least one meeting a year in Portland.  Merced pointed out that the department’s new office space in Portland would be able to accommodate future meetings.  
Chair Medinger adjourns the meeting at 12:40 p.m.
/s/ Larry Medinger        Sept. 28, 2007
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