MINUTES OF REGULAR MEETING
Of the

PORTLAND HOUSING AUTHORITY

February 2, 2012

The regular meeting of the Portland Housing Authority was held at 14 Baxter Boulevard, Portland, Maine at 5:36pm. The meeting was called to order by the Chairperson, Clifford Ginn.

	PRESENT
	ABSENT

	Clifford Ginn, Chairperson

Tom Valleau, Vice Chairperson

Shirley Peterson, Commissioner 

Faith McLean, Commissioner

Mark Adelson, Executive Director, Secretary

Larry Giddinge, Director of Finance

Mark Dromgoole, Director of Facilities
Cara Mears, Executive Assistant

Matt Pesce, P.E. – Facility Strategies Group
	Kathryn Malconian, Commissioner
Robyn Tucker, Commissioner


1. Resolution approving the minutes of the regular meetings of November 3, 2011 and December 1, 2011.

Resolution #2633 
Be it resolved by the Commissioners of the Portland Housing Authority that the minutes of the regular meetings of November 3, 2011 and December 1, 2011 be and hereby are approved.
The above resolution was moved by Tom Valleau, Vice Chairperson and second by Shirley Peterson, Commissioner, upon roll call, the ayes and nays were as follows:




AYES



NAYS


Clifford Ginn, Chairperson

None



Tom Valleau, Vice Chairperson



Shirley Peterson, Commissioner



Faith McLean, Commissioner

The Chairperson thereupon declared said motion carried and said resolution adopted.
Mark Adelson 
introduced those in attendance to the Board members: Matt Pesce, Consultant from Facility Strategies Group; Cara Mearls, Executive Assistant; Larry Giddinge, Director of Finance; and Mark Dromgoole, Director of Facilities. 

2. Discussion: Finance Committee Report and Mid-Year Budget Update:

Tom Valleau, Vice Chairperson, shared two thoughts from his recent trip to Florida where he attending the PHADA conference. 1) There is great pessimism in regard to the HUD budget, expect additional cuts in the future. 2) Other Housing Authority Directors are exploring ways to become less dependent on HUD and more independent. Tom also explained that the Finance Committee reviewed the mid-year budget update and found it to be in good shape, no issues to report.  
Mark Adelson commented that both of Tom’s thoughts have been on his mind as well. There were no additional comments from the committee. Mark also noted the dates of upcoming committee meetings:



February 8, 2012:
HR meeting



February 21, 2012:
Finance meeting

3. Discussion: Results of Energy and Engineering Studies

Chairman Ginn introduced this item. Mark Adelson noted that Mr. Pesce and his group are 99% done with the initial three elements of their contract with PHA; the Energy Audit, the Physical Needs Assessment and the Asset Positioning Review. He also indicated that Mr. Pesce’s presentation will consist of his findings regarding the condition of the PHA properties and his recommendations for insuring their long term viability. He will also explore the options for funding all the necessary changes. HUD requires an energy audit and physical needs assessment every 5 years. 
Mr. Pesce began his presentation working from the Power Point presentation on the screen and handed out. He explained the elements of the work, the process of gathering the data, and he highlighted the major findings;

· The per unit utility costs: the highest are in the family developments or Kennedy Park, Front Street and Riverton Park. They often mirror the physical needs and unit/household size.
· With investment in energy improvements the potential for savings are highest in the same family developments. The savings generate the ability to borrow money for improvements. This will be basis for the discussion re: Energy Performance Contracts. 
· There are 17 potential energy conservation measures with a wide range of costs and payback periods. Plumbing and lighting fixtures are needed and have the shortest payback. 

· The physical needs were broken into 5 years increments for 20 years. Sagamore Village has the highest need over 20 years, as well as the highest need in the first five years. Riverton Park and Franklin Tower are second and third. The total cost of the physical needs over 20 years is $55,558,025. The per unit costs over 20 years range from $41,000 at Franklin Towers to $76,000 at Kennedy Park. 
Mr. Pesce highlighted some of the major physical needs, such as the wet basements and siding at Sagamore Village, the water system at Franklin Towers, as well as interior renovations in all developments. 

Tom Valleau asked if renovations in Sagamore Village include gutting the interiors down to the studs. Mr. Pesce was unsure and will check his data. But he commented that the units pass inspection and are livable, they need renovation due to age and wear and tear. 
Mr. Pesce described the priority needs; including siding issues, wet basement issues, and major systems replacement. He reviewed the problems and recommendations for the three sites with the worst problems and that are the highest priority:

Front Street:  The structures have settled due unstable soil conditions. He believes the development was built on a former dump. The buildings have horizontal and vertical movements which has made the floors uneven. Because this can never be adequately improved and other condition issues the recommendation for Front Street is to demolish the existing buildings. It’s unclear whether the site can be reused. Mr. Pesce recommends hiring a consultant to provide the geotechnical information necessary to make a decision.  

Riverton Park:  Has a high per unit needs due to soil erosion and settlement. The development was built on and around a wetlands area before the City tracked and regulated wetland issues. The water runs underneath the development as well. Furthermore, the physical layout of the original design causes livability issues for residents and management problems for PHA. The consultant’s long term recommendation is the redevelopment in of the entire site when the resources can be identified. 

Sagamore Village:  Given the age of the units (built in the 1940’s for the military) and poor condition of the mechanical systems and building exteriors, major renovation is recommended. However, Sagamore has a lot of good things going for it given its layout, with a neighborhood street grid, prime location and real estate value. In Sagamore Village redevelopment of a portion of the property along with renovation is also possible.
Mr. Pesce compared the needs and costs he found in Portland with those in other cities he’s work in. Portland’s needs are very similar and the costs fall in the middle of the range. He also explained HUD’s Viability Threshold Analysis that says if the cost renovating a unit is about 60% to 70% of the cost of new construction then it’s not worth are renovating and demolition is called for. HUD has a formula for setting the value and cost ration for each development. At all PHA sites the cost of renovation does not exceed the viability threshold set by HUD. 
Mark Dromgoole noted that he currently has three sites that have water in the basement schedule to be repaired. 

Tom Valleau asked about the recommendation for the scattered sites and if they should be disposed of. Mark Adelson answered by indicating that some thought has already gone into the scattered sites. There are a variety of things we could do such as covert to project base Section 8 or sell some as home ownerships. More discussion will be needed regarding this topic, but there is not a lot of urgency to dispose of these properties. 
Mr. Adelson stated that Mr. Pesce and his group spoke to the Water District, City’s Public Services staff, City Planners, and Housing professional as part of the evaluation and did a thorough job obtaining the data. Mr. Pesce explained indicated that once all the physical needs were determined, a complete preliminary review of available funding was conducted. It’s important to have an idea of where financing will come from for these projects. He explained the different federal, state and city resources that can be used to fund projects from tax credits, energy finance, bonds, gap sources, mix finance (with HUD approval), planning grants (extremely competitive) and HUD choice neighborhood grants. 
The discussion then shifted from the physical and energy needs to the financing energy improvements under a plan for Energy Performance Contracting. Mr. Pesce explained how EPC works: when equipment (boilers, toilets, etc) are replaced or fixed the energy cost would be reduced. PHA can borrow against this savings. The savings is used to pay off the debt. HUD allows housing authorities to freeze its 3 year rolling base and keep the money we save and use it for debt service. Other wise the saving goes back to HUD in the form of less subsidy. Cliff Ginn asked if we can allocate one project to another and how would we do that on paper. Mr. Pesce stated that you treat this as an internal ledger transfer. There was a discussion regarding the pros and cons of using HUD’s funding and process vs. obtaining bank loans on our own. Mr. Pesce HUD won’t allow HA’s to go it alone, you need their approval, even if it seems simpler. Mr. Pesce also related that there are four steps to the process which include Planning, Project Development, Implementation and Repayment.  We are currently in the planning stage which includes: assemble team, determine opportunities, prepare preliminary cash flow, and retrofit targets, timeline and budgets. Mr. Pesce recommended moving fairly quickly on with energy finance plan because there is some discussion the rules may change in Washington and make it more difficult. PHA would need to have project information to HUD by the end of the year.  
Mark Adelson explained the first important decision is whether to use an outside Energy Services Company (ESCO) such as Honeywell, or undertaking a self managed project. Mr. Pesce explained the differences.  He explained the differences in that an ESCO changes a much larger overhead and a self managed project allows you to do projects with your money. FSG has worked on both types and recommends self managed in this case. Mr. Pesce explained that for every $1.00 allocated towards renovations, demolition, rebuilding, replacing equipment, etc. an ESCO would charge about $.60 manage each project from beginning to end. It also provides a guarantee on saving. If PHA were to manage its project using what resources we currently have or hiring outside as needed, the cost would dramatically decrease to about $.10 to $.15 per $1.00. In a self managed project the HA has greater flexibility in the use of its resources and the timing, along with the savings. 
Mr. Adelson excused himself from the meeting at this point to bring Commissioner McLean home because she wasn’t felling well. The Board took a short break  

Tom Valleau asked if we could borrow funds from our own sources such as SSHPC. Mr. Pesce answered yes we can.  Mr. Pesce went on to explain the process of self managed project; the fees, negotiations, contract guarantees, interest rates, energy costs and extending time if need be. He explained one of the hardest parts of the project is obtaining HUD approval because they are back logged.  
Tom Valleau asked if we could go around the room and have everyone give their opinion on what would be the best direction to go.  Cliff Ginn, Mark Adelson and Shirley Peterson agreed to self directed. Mark Dromgoogle agreed to self directed as did Larry Giddinge.  Mr. Giddinge asked Mr. Pesce if through his studies if he found it the right decision for other HA’s to go self directed with their projects. Mr. Pesce indicated that the HA’s he has worked with were satisfied and felt they made the correct decision to handle their projects in house. Often they use an ESCO for their first project and then self manage for subsequent projects. Mark Adelson indicated that the next steps are to bring all details of the projects and financials back to the Finance Committee for review. 
Mark Adelson stated that since the meeting was long, he would email Commissioners the Executive Director’s Report portion of the agenda. The Chairperson agreed and the meeting was adjourned at 7:45pm.
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