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Welcome - The Olene Walker Housing Loan Fund (OWHLF) Quarterly Board Meeting was held at 350 North State Street – State Capitol Board Room #240 – Salt Lake City, Utah.  The meeting was called to order at 9:00 am, by Mayor Joe Piccolo, Chair.
OTHER BUSINESS
Item #1 – Aproval of Minutes for the Quarterly Board Meeting – January 24, 2013.
David Wall motion and JoAnn Seghini second to approve the January 24, 2013, Quarterly Board Meeting Minutes as written.  The motion carried unanimously.
Item #2 – Approval of the FY 2014 Budget
JoAnn Seghini motion and David Wall second to approve the FY 2014 Budget as presented to the Board.  The motion carried unanimously.
NEW BUSINESS
ITEM # 1 - New Projects Requesting Funds –
1. Parley’s Partners – Birkhill Apartments II

Project is new construction mixed-use of 46 1BR, 9 2BR, and 10 3BR units in a five-story building, of which 34 1BR, 8 2BR, and 5 3BR will be affordable units.  Project is phase II to the first phase of 137 units previously approved by the OW Board on January 27, 2011, which is nearing completion.  Set-asides include five units for veterans (Veterans Admin), two units for developmentally disabled (Valley MH), and five units for homeless (The Road Home), as well as six fully-accessible units (Utah Indep Living Ctr).  Zoning is transit-oriented development (TOD) with no maximum density or height limit, and site is located within the Murray City RDA boundaries.  Completion of joint-use 4-1/2 level parking structure (top level) is also included; most of parking structure and amenities (clubhouse, pool, playground) were built with phase I.  Project will be designed to Enterprise Green Communities Certification (EGCC) standards.  Developer applied to Utah Housing Corporation for a total of $6,251,750 in Federal tax credits ($625,175/year for 10 years) and was awarded the full amount on December 13.  

Staff’s recommendation is to fund $1,000,000 for 30 years at 3.75 percent instead of 40 years at 1.5 percent.  Funding contingent on all other funding sources as represented in application, and construction to Energy Star/Enterprise Green Communities standards.  If tax credit exceeds amount listed in original application, the OWHLF loan amount to be reduced by the increased equity.
David Wall motion and Gloria Froerer second, with a NAY vote from Craig Hackett, the majority passed the motion.
2.  
Horizon Development – Station at Pleasant View Apartments

Project was approved for $590,000 of OWHLF funding at the January 25, 2013 meeting.  Project is new construction of 28 2BR, 35 3BR, and 9 4BR townhome units, of which 24 2BR, 31 3BR, and all 4BR units are affordable, in 18 four-plex two-story buildings on vacant land located in Pleasant View near the UTA Front Runner station within a Transit Oriented District (“TOD”).  Project will be the first phase of a multi-phase affordable-housing development with on-site management office, community room, exercise room, computer room, bike rack, playground/basketball court, and raised vegetable-garden area.  Proposal is to increase OW loan to $1,000,000 total from $590,000, offsetting of equal from the UCRC loan (from $3,452,495 to $3,042,495).  Resulting in an increase of HOME assisted units from three to six, as present proposed funding source is from HOME program funds.  Other proposed funding “other than UCRC loan”, project cost numbers, and proposed operating revenue/expenses. 
Staff’s recommendation is to add $410,000 to the $590,000 previously funded for a total loan of $1,000,000 for 30 years at 3%.  Funding contingent on all other funding sources as represented in the application; and construction to Energy Star/Enterprise Green Communities standards.

Cass Butler motion and JoAnn Seghini second to approved staff’s recommendation to add $410,000 to the $590,000 previously funded for a total loan of $1,000,000 for 30 years at 3%.  Funding contingent on all other funding sources as represented in application, and construction to Energy Star/Enterprise Green Communities standards.  Board Members had a vote:  Cass Butler, JoAnn Seghini, and Mike Plaizier voted Yea, and Craig Hackett, Gloria Froerer, and David Wall voted Nay.  Mayor Joe Piccolo, Board Chair, broke the tie with a Yea.  The motion carried with the majority of votes.
3.

Wendover Townhomes – Tooele County Housing Authority

This proposal to construct a home ownership project in Wendover was brought before the OWHLF Board on July 26, 2012, but was tabled until additional information was provided by TCHA.  The project now consists of two 2BR units, one 3BR fully-accessible unit and two other 3BR units, and two 4BR units.  One 2BR unit will be sold as a market unit, while the remaining units will remain at or below 50% AMI.  One-acre land site will be donated by Wendover City, and USDA-RD will participate through the RD 502 Home Ownership Program providing up to 33-yr mortgages with subsidized interest rates.  Updated site plan, elevations/drawings, and current construction cost estimates were provided by the architect (Harold Woodruff), along with letter of support from Wendover City.  The City may also provide a building-permit fee waiver.  TCHA wishes to request sufficient OWHLF funds to begin construction.  With the max OW amount capped at $1M a gap of $139,332 remains, however, TCHA has located additional gap financing through RCAC.  TCHA will defer entire developer fee.
Staff’s recommendation is to fund up to $940,000 at 1% as a two-year construction loan.  Qualified homebuyers will receive RD 502 direct financing, and OWHLF funds to be repaid upon completion and occupancy of each home or at the end of two years, whichever occurs first.

Craig Hackett motion and David Wall second staff’s recommendation with the exception to increase the 50% AMI to 80% AMI if needed (which is stated in first paragraph); also that only two spec homes be under construction at a time, unless the homes are already sold.  The motion carried unanimously.

ITEM #2 – Existing Projects – Request Changes 

1.  GIV Holdings – North Sixth Apartments

Project was approved for OWHLF Funding at January 24, 2013, board meeting as a combination of new construction/rehabilitation, with seven single-family homes to be renovated and a new five-story building with 108 units to be constructed behind the homes.  Due to SLC zoning restrictions (Gateway Mixed-Use district [GMU]), fire code access issues, and UHC not allowing the single family homes to be included in LIHTC project eligible basis, the developer is requesting a change in scope.  The proposed site will shrink from 1.63 to 1.25 acres, allowing the four homes to the north to remain, while those to the south will be demolished and all 115 units will be constructed in the slightly-reconfigured new five-story building containing 13 studio, 91 1BR, and 11 2BR units of which 13 studio, 69 1BR, and 4 2BR will be affordable units.  Total project square footage remains the same, although per-unit and per-sq-ft construction cots have increased due to higher SLC impact fees and demolition costs.
Staff’s recommendation is to approve the change in project scope from acquisition/rehab of seven single-family homes and new construction of 108 units to new construction of all 115 units.  Environmental review must be completed prior to funding, including approval of State History of removing existing homes.  All other OWHLF loan terms to remain the same.
Craig Hackett motion and David Wall second staff’s recommendation to approve the change in project scope from acquisition/rehab of seven single-family homes and new construction of 108 units to new construction of all 115 units.  Environmental review must be completed prior to funding, including approval of State History of removing existing homes.  All other OWHLF loan terms to remain the same.  The motion carried unanimously.
2. TURN – Hughes 4-Plex

This project consists of two manufactured housing duplexes built in 1996 with one duplex containing two 2BR and the second duplex containing two 3BR units that were purchased by TURN Community Services in October 2003 to serve as a group home using a Morgan Stanley Bank first mortgage and an OWHLF loan approved at the July 30, 2003 board meeting to serve as permanent housing for their developmentally disable clients in Cedar City.  The first Mortgage was funded with a 30-year amortization but a 10-year call, which matures on October 1, 2013.  As a result TURN is required to refinance the balance of the $164,375 5.75% first mortgage, of which approximately $112,192 remains outstanding.  The 1% OWHLF loan (#HMO525) has a balance of $40,796.44 as of March 1, 2013.  TURN has investigated refinancing the first loan at $127,000 with UCRC at a proposed interest rate of 5.34%, but because of a minimum of $11,000 in fees would prefer to refinance both outstanding loans and consolidate all debt into one OWHLF loan.
Staff’s recommendation is to refinance both the maturing first mortgage note and the existing OWHLF loan #HMO525, funding a total of up to $153,000 for 10 years at 3% as a new fully-amortizing loan.

David Wall motion and Craig Hackett second to accept staff’s recommendation to refinance both the maturing first mortgage note and the existing OWHLF loan #HMO525, funding a total of up to $153,000 for 10 years at 3% as a new fully-amortizing loan.  The motion carried unanimously.
3.
Turnquist Cottages

The project consists of 14 one-bedroom units targeted for elderly 55 and older and/or disabled originally constructed in 2002-2003 with LIHTC, a UCRC 6.00% 30-yr amort but 18-yr call first mortgage that is due in 20021, and a 30-year OWHLF fully-amortizing 3% loan originally approved by the board at the March 1, 2001 meeting.  Due to the market study’s lowered rents and increased construction cots, the loan terms were later changed to surplus-cash-flow at 3%, approved at the September 19, 2001 meeting.  Project construction cots listed reflect original application and closeout.  Annual cash flow payments to begin on April 1, 2003, but project has never generated sufficient cash flow to make any payments towards the OWHLF loan.  Present OW loan balance with accrued interest is $117,009.67 per the Division of Finance as of April 1, 2013; present UCRC loan balance as of April 1 is approx. $220,000.  Owner has invested his funds (est’d $16-17K to date) to keep project solvent, and is requesting to convert the existing loan into a grant and/or forgive the deferred interest.  Emery County’s tax valuation of property for 2013 is $529,409.
Staff’s recommendation is to refinance both the UCRC first mortgage and the existing OWHLF surplus cash flow loan #SMO021, funding a total of up to $326,000 for 30 years at 4% as a new fully-amortizing loan, and forgiving the $27,009 of deferred OWHLF interest from #SMO021.

David Wall motion and Cass Butler second to accept staff’s recommendation to refinance both the UCRC first mortgage and the existing OWHLF surplus cash flow loan #SMO021, funding a total of up to $326,000 for 30 years at 4% as a new fully-amortizing loan, and forgiving the $27,009 of deferred OWHLF interest from #SMO021.  Craig Hackett voted Nay.  The motion carried with the majority.
4.
Color Country

The borrower obtained a 2-year deferred loan from OWHLF in July 2009 in the amount of $144,000 at 0% interest to purchase lots for the Self-Help Program.  The loan matured, and Color Country requested an extension that was approved by staff with a new maturity date of August 1, 2012.  There is currently a principal balance of $86,400 remaining on the loan, with $6,912 in interest and $4,665.60 in late fees.  The interest and late fees accrued after the loan matured, but before an extension was requested and approved, per the terms of the note.  The acting Executive Director, Tracy Dutson, has requested another extension to March 31, 2014, in order to sell the remaining three lots.
Staff’s recommendation is to approve the request to extend the loan maturity to March 31, 2014.

Michael Plaizier motion and Cass Butler second not to accept staff’s recommendation as stated, but to give them a six month extension, after six months Color County is to give staff a marketing plan, if staff approves the plan, then extend it out for another 18 months.  The motion carried unanimously.
5. Taylor Property
The borrower, LaPreal Taylor, received a loan in August 2010, in the amount of $69,000 at 0% for 30 years.  The property (261 Caineville Road – Caineville UT 84775) went into foreclosure January 2013 due to the death of the borrower, with a debt amount of $66,571.02 still due ($65,821.02 of that is the principal balance, and the remaining balance is foreclosure fees).  Staff obtained an appraisal valuing the home at $35,000.  The exterior and interior of the home are in good condition.  With the debt amount on the property exceeding the market value, a write-off will be necessary.  Staff received an offer on the property in the amount of $34,770.00.  The potential buyer understands that the house will be sold as-is.
Staff’s recommendation is to approve the offer on the home at the appraised value, with the ability to negotiate as necessary, and authorization to write off the remaining debt.  If the sale does not move forward, staff recommends listing the property as-is at the appraised value.

Joann Seghini motion and David Wall second to accept staff’s recommendation to approve the offer on the home at the appraised value, with the ability to negotiate as necessary, and authorization to write off the remaining debt.  If the sale does not move forward, staff recommends listing the property as-is at the appraised value.  The motion carried unanimously.

6.
Ross Property

The borrower, Jennie Ross, received a loan in May 1988, in the amount of $16,693.80 at 0%, deferred until death, sale or transfer.  The property (65 So. 100 East – Joseph UT 84739) went into foreclosure January 2013 due to the death of the borrower, with a debt amount of $20,443.80 still owing (the principal balance of the Note plus foreclosure fees).   Staff obtained an appraisal valuing the home at $10,000 using the sales comparables method, and $17,251 for the cost approach method.  The exterior and interior of the home are in poor condition.  Staff assessed the property and determined that the highest and best use would be to sell the property as-is, because rehabilitation of the property or removal of the home would be costly.  With the debt amount on the property exceeding the market value, a write-off will be necessary.

Staff’s recommendation is to list the property as-is, with the ability to negotiate as necessary, and authorization to write-off the remaining debt.
David Wall motion and Gloria Froerer second to accept staff recommendation to list the property as-is, with the ability to negotiate as necessary, and authorization to write-off the remaining debt.  The motion carried unanimously.

7.
Burrell Property
The borrower, Tony Burrell, received a loan in November 2007, in the amount of $130,000 at 2% for 30 years.  The property (35 B Silver Sage Lane – Duchesne UT 84021) went to a foreclosure sale in October 2012 due to the abandonment of the property, with a debt amount of $125,766.04 owing on the property (approximately $121,075.09 is principal balance and the rest is interest, late fees and foreclosure fees), and OWHLF acquired the property at that time.  A recent appraisal of the property valued it at $85,500 as-is, due in part to the condition of the interior, which would require total replacement of floors and walls.  Staff assessed the condition of the property and got a bid from a contractor to rehab the interior, and it was determined that the best use of the property would be to sell it as-is.  With the debt amount on the property exceeding the market value, a write-off will be necessary.

Staff’s recommendation is to list the property at the appraised value as-is, with the ability to negotiate as necessary, and authorization to write-off the remaining debt.

David Wall motion and Joann Seghini second to accept staff’s recommendation to list the property at the appraised value as-is, with the ability to negotiate as necessary, and authorization to write-off the remaining debt.

The motion carried unanimously.

8. Braden Ellis Property
The borrower, Braden Ellis, obtained a loan with OWHLF in November 1996 in the amount of $30,000, as a third mortgage.  A year later, the second mortgage lender commenced foreclosure proceedings, and the borrowers listed the property (246 North 100 East – Smithfield UT 84335) to sell.  A short sale was accepted to pay back the amount of $17,612.10, and the property was sold in November 1997.  A Promissory Note was supposed to be signed and notarized after the partial payoff, with the terms of the loan being $25.00/month for 24 months at 0% interest, after which time the loan would be re-evaluated.  A review of the file shows no Promissory Note was ever signed, and the original Trust Deed recorded in 1996 had been reconveyed.

Staff’s recommendation is to write off the remaining balance of $11,653.54.  With no new Promissory Note having been signed, and title to the property having been reconveyed with no remaining OWHLF lien, there is no course of action to recoup lost funds.
Cass Butler motion and Joann Seghini second to accept staff’s recommendation to write off the remaining balance of $11,653.54.  With no new Promissory Note having been signed, and title to the property having been reconveyed with no remaining OWHLF lien, there is no course of action to recoup lost funds.  The motion carried unanimously.

9. Broadway Heritage Apts – America West Properties – Write-Off
The borrower, Kevin Peterson, of American West Affordable Housing, LLC, received a pre-development loan in November 2007 in the amount of $30,000.00, deferred for 2 years.  The project did not receive tax credits and development was delayed.  The loan matured in November 2009, and Mr. Peterson requested an extension at the January 2010 board meeting to extend the loan.  The board approved a loan extension through September 2010, with interest payments to be made and caught up through that date.  Mr. Peterson also signed a Personal Guaranty document since the loan is unsecured against the property.  The board later approved another extension at the April 2011 board meeting, allowing Mr. Peterson another 2-year loan extension through September 2012.  He agreed to pay the entire principal and interest balance due over a period of 2 years with a 7-year amortization at a 6% interest rate.  The loan is past due again, and a tax sale is scheduled for May 23, 2013, due to delinquent property tax payments dating back to 2008.  Because pre-development loans were unsecured at the time of origination, OWHLF is unable to foreclose on the property, and would only be able to recoup funds by acquiring the property at the tax sale if staff determines that there is enough value in the property to resale, or commencing legal proceedings against the borrower. 

Staff and the Attorney General’s Office have reviewed the title to the property and have found an existing mortgage from October 2007 with Homestead Community Financing, LLC, in the amount of $500,000.  Past due taxes with penalties add up to $7,541.19.  The Tooele County Assessor’s Office estimates market value at $196,000.  Staff and the Attorney General’s Office have reviewed the information and concur that the borrower is unlikely to repay the loan and that OWHLF may not be able to recoup the lost funds in light of the existing liens on the property.

Staff Recommendation that the board approve a write-off of the balance owed on the Broadway Heritage Apartments’ unsecured pre-development loan.  

Cass Butler motion and Craig Hackett second not to accept staff’s recommendation but to table it.  Have the AG’s office check to see if we can go through an outside collection agency.  The motion carried unanimously.

ITEM #3 – Other Business

1.  
Policies and Procedures – Energy Star Policy - Revisited
Proposed New Policy
Under the proposed new OWLHF policy, agencies receiving OWHLF funds may choose to achieve the new ENERGY STAR 3.0 level (for projects 4 stories or under) or an efficiency level at least 15% better than code (as demonstrated using the project’s HERS score) and without the additional EPA requirements.  In some cases, agencies will continue to meet ENERGY STAR 3.0 for their units because of requirements from other funding sources or for utility rebate eligibility.  In other cases, agencies can choose to achieve the less costly code-based approach.  In all cases involving projects at four stories or under, HERS scores are prepared by an independent RESNET-accredited Home Energy Rating Organization.
To achieve long-term and cost-effective energy savings and maintain affordability in housing, all OWHLF-funded projects four stories and under must be EPA ENERGY STAR-qualified or demonstrate that the project is at least 15% more efficient than code (using the project’s HERS score).  
Note: Under certain circumstances, waivers to this policy may be granted for rehabilitation projects where all HERS-based recommendations with SIR > 1.0 are completed but where a structure still cannot achieve ENERGY STAR-qualification or meet the HERS threshold.

JoAnn Seghini motion and David Wall second to accept the Proposed New Policy (revisited).  The motion carried unanimously.
The next Olene Walker Housing Loan Fund Quarterly Board Meeting:  August 8, 2013.
ACTION ITEMS FOR STAFF:  Craig Hackett ask staff to review three (3) outstanding Pre-Development loans for next meeting.  
Adjourn:        David Wall motion to adjourn the meeting at 12:00 Noon.
Submitted by:








Lora Rees

Program Support Specialist
Housing and Community Development
Olene Walker 
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