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Report on
MULTIFAMILY HOUSING FOR ELDERLY AND DISABLED PERSONS

(State Measure No. 2)

Purpose: "Amends state constitution. At the present time, the state may
sell bonds to make loans to finance multifamily housing for low
income elderly persons. The measure repeals the low income
restriction. This measure also allows loans for multifamily
housing for disabled persons. It also permits state loans to
elderly persons to buy ownership interest in single units in
multifamily housing. It does not increase the bonding authority
of the state'."

To the Board of Governors,
City Club of Portland:

I. INTRODUCTION AND BACKGROUND

In 1978, the people of the State of Oregon amended the State Consti-
tution by creating a new Article XI-I permitting the State to incur addi-
tional indebtedness up to one-half of one percent of the value of proper-
ty in the State! by issuing bonds to provide funds for multifamily
housing for "elderly households of low income." Measure No. 2 would
amend Article XI-I by making the following changes:

1. It permits existing bonding authority to be used to provide hous-
ing for disabled persons in addition to the elderly;

2. It deletes the low income restriction from the Constitution!,
and;

3. It permits the State Housing Division to secure direct loans to
elderly people to purchase ownership interest in state sponsored
multifamily housing units.

The Governor's Mental Health Task Force, the State Housing Council, and
the 1981 legislature contributed to the development of Measure No. 2.

In addition to referring to the voters the constitutional amendment
(Measure No. 2), the Oregon Legislative Assembly enacted Chapter 695
(House Bill 2406) to carry out the purposes of the amendment should it be
adopted by the voters. It provides guidelines and definitions for admin-
istering the program and states that the Housing Division of the State
Department of Commerce shall be the agency responsible for administering
the program. Should Measure No. 2 pass, the Housing Division intends to
use guidelines and procedures similar to those of the Division's current
programs.

1. Currently equivalent to $412 million. To date, $23 million of this
authority has been used.
2. The proposed amendment drops the term "low income" from the Constitu-
tion because it is without definition. As before, the enabling legisla-
tion charges the State Housing Division, with the concurrence of the
State Housing Council, to adopt criteria for eligibility for elderly
households, including maximum income limitations not to exceed the median
family income.
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The two "target populations" which would benefit by Measure No. 2 are:

1) Elderly persons over the age of 58 (rather than age 62 as is
presently the case2), who cannot obtain decent, safe and sani-
tary housing in the open market for 25 percent of the gross in-
come of the household. These persons would be allowed to pur-
chase equity in multifamily housing or mobile homes.

2) Disabled persons whose impairment and low incomeA require
special housing provisions. These persons would be allowed to
participate in the multifamily rental program. Such disabilities
include: a) mental retardation or other developmental disabili-
ties; b) severe and persistent mental or emotional disturbances,
or; c) physical impairments substantially limiting ambulation.

II. ARGUMENTS IN FAVOR OF AND IN OPPOSITION TO THE MEASURE

Your Committee found no organized opposition to Measure No. 2. Dur-
ing the 1981 session, only two legislators voted against it. Their con-
cerns, along with concerns raised in Committee discussions, are included
in B. Arguments in Opposition.

A. Arguments in Favor

1. There is an intensive need to encourage group housing for mentally
and physically disabled people.

2. Elderly people who live on fixed incomes and who are eligible to ob-
tain these loans at less than conventional interest rates for pur-
chasing cooperative apartments or mobile homes will be protected from
inflation-caused rent increases and other vagaries of the real estate
market.

3. The program will encourage elderly people who have equity in their
family home to move into multifamily units, freeing single family
homes for larger households.

4. Mentally and physically disabled persons are more apt to function at
the peak of their abilities in environments which are less restric-
tive and more natural than large institutions.

5. The courts have ruled that mentally handicapped persons who are
presently institutionalized are to be placed in less restrictive
environments consistent with their own and public safety. The State
thus may be legally responsible for finding more appropriate living
conditions for some individuals who are inappropriately institution-
alized. Passage of the Measure would assist the State in discharging
this responsibility.

3. A reason given for the age reduction was that some elderly are eligi-
ble for retirement and benefits before reaching age 62.
4. Approximately two-thirds of those individuals who are mentally re-
tarded or who have developmental disabilities receive a maximum Supple-
mental Security Income of $264.70 per month. The Committee could find no
current statistics on the income of individuals who are severely physic-
ally disabled.
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6. Several hundred specifically identified people now living in state
institutions legally should be living in less restrictive environ-
ments.

7. Emotionally disabled people who need group care in supportive en-
vironments, but who legally cannot now stay in institutions, are
forced to live in inappropriate housing conditions which may speed
their return to more expensive, tax-supported institutions.

8. The average income of handicapped persons is too low to give them
housing choices in the open market. Supplemental housing funding
sources and the economics of congregate housing, coupled with rent
reductions as a result of bond financing, will make units affordable
for handicapped persons.

9. Expansion of the program will be self-supporting in that no new taxes
or other state funds will be required.

10. The State Housing Division has proven itself capable of administering
other mortgage lending and rental programs. This includes maintain-
ing proper administrative controls over eligibility criteria.

11. The reference to low income in the Constitution is without definition
and is therefore of little value. Instead, the definition of low in-
come in the statutes can be more responsive to legislative intent to
provide low income housing.

12. The program is likely to generate construction work.

B. Arguments in Opposition

1. The economics of the program allow only those people to be served who
are able to pay rent high enough to service the debts on the proper-
ty. Therefore, the truly needy would not benefit.

2. Handicapped persons' guaranteed monthly income of only $264 per month
will be inadequate to pay rents on units financed through the program.

3. The program will place disabled persons in group housing, separating
them from the rest of society.

4. By including disabled persons, the Measure will leave less money
available for the elderly.

5. It may be legally discriminatory to allow elderly persons to receive
direct loans to purchase homes in multi-family buildings and mobile
home parks, but not to permit those handicapped persons covered by
the legislation the same opportunity.

6. Many elderly persons have owned their homes for many years, have sub-
stantial equity in them, and already have low payments. There is no
reason to believe they would want to sell their existing homes to
move into a multifamily complex or mobile home park with potentially
higher monthly payments.
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7. The loan program does not require elderly persons who wish to pur-
chase an ownership interest in a structure or facility to sell their
ownership interest in their existing residences. Consequently, the
program will not "free up" housing for younger families, and it may
allow some elderly persons an unintended windfall profit in the form
of rent for their existing homes.

8. Many of those eligible for the direct loans do not need assistance
from the state nearly as much as other groups who do not already own
their own homes, e.g. young, low-income families.

9. Transfer of the low income restriction from the constitutional amend-
ment to the companion legislation allows the legislature to remove
the low income restriction altogether without a vote of the elector-
ate.

10. The Measure tries to accomplish too much by combining the three
changes at one time. It thereby limits voters' choice. They may
like only one aspect of the Measure, but are given an all-or-nothing
choice.

11. The new program will be more costly to administer than the existing
one because it is more complex.

12. The state may be overextending its limit on bonded indebtedness.

13. The Measure would increase the state's involvement in the banking
business.

14. Builders, developers, and the wealthy looking for tax shelters are
more likely to benefit from this Measure than the poor.

15. Developers will not consider an investment in this rental program
financially worthwhile and therefore will not build units under the
program.

16. Developers who do participate in the program will be unable to meet
their financial obligations, and the program may cease to be self-
supporting.

III. MAJORITY DISCUSSION AND CONCLUSIONS

During study committee interviews, staff members of the Oregon Mental
Health Division and the Association of Retarded Citizens of Oregon said
repeatedly that many, if not most, disabled people will function closer
to the peak of their abilities if they live in the more home-like atmos-
phere of supervised group living facilities. Additionally, they said,
care for disabled persons in such facilities may cost less than institu-
tionalized care.

Society's attitudes toward housing emotionally disturbed people have
changed drastically in the last 15 years. The courts have ruled that
these people must be placed in less restrictive environments consistent
with their own and the public's safety.
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There are some 8,600 people in Oregon of varying ages who are mental-
ly retarded or have developmental disabilities (e.g., epilepsy or cere-
bral palsy) and who eventually will need lifelong services ._5 Addition-
ally, 539 mentally retarded or developmentally disabled individuals re-
cently have been identified who should be moved from institutions. How-
ever, appropriate group living facilities are not presently available.
There is also a minimum of 800 persons with severe physical handicaps who
would live in appropriate group housing if it were available..6.

There was concern that mentally handicapped persons could not afford
to participate in the program since they have guaranteed incomes of $264
per month. However, two conditions would make the proposed program
financially feasible: 1) Financial packages can be put together by spon-
sors/developers which include other monies such as HUD Section 202 funds
(available to non-profit groups to provide housing for the elderly and
disabled), foundation funds, grants, and donantions, and; 2) Group hous-
ing for the handicapped clientele will permit economies of scale in
building.

The enabling legislation for Measure 2 does not change the maximum
income limitation. (Elderly persons with very low income are served by
other programs such as those through HUD.) The Measure's proposal to
make loans available to elderly persons to purchase equity in multifamily
housing or mobile homes will increase their housing options and protect
them from inflation-caused rent increases. The multifamily facilities
may encourage peer group activities and friendly support to hold at bay
two of the elderly's most vicious enemies, loneliness and depression. In
the case of elderly people who already own their own homes, the program
will give them the ability to sell or rent their large, high-maintenance
homes. The money obtained from the rent or sale can be used for living
expenses.

Although many elderly persons prefer to stay in their family homes,
the time comes when most are unable to care for large homes because of
their diminishing health or because of rising housing maintenance costs.
The Measure provides a housing option when this need arises.

As with the existing program, the proposed housing loans will not
impose a direct cost to Oregon taxpayers. Furthermore, the program will
not overextend the State's bonding authority. Ninty-eight percent of the
state's outstanding debt is in veterans' bonds which, to date, have been
wholly self-supporting. Bonding authority for the existing housing pro-
gram is but a small share of the remaining two percent.

Not only is the existing program self-supporting, but the general
obligation bonds to be sold are secured by the mortgages and the assign-
ment of rents on the properties built under the program. The program has
been financially successful because it served an in-between group whose
income was too large to be eligible for federally-subsidized housing, but
too small to afford decent, safe, and sanitary housing on the open mar-
ket. Moreover, the Housing Division already has lending procedures and

5. Oregon Client Information Survey, State Developmental Disabilities
Council. January-March, 1981.
6. 1979 study conducted by the National Spinal Cord Injuries Foundation.
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guidelines for other mortgage and rental programs. If the Measure
passes, these guidelines and controls will be used to administer the
expanded program.

Some witnesses fear that there is a potential for litigation based on
discrimination complaints because the Measure allows elderly persons, but
not disabled persons, to purchase an ownership interest in sponsored
facilities. However, it appears to the Majority that the program simply
serves the housing needs of two different populations. In addition, the
amendment does not preclude a disabled person from eligibility for the
direct loan program for elderly persons when he or she reaches age 58.
Furthermore, it is more efficient to address the housing needs of two
different groups within one program under the previously authorized bond-
ing authority.

Measure No. 2 addresses the critical housing needs of two groups who
desperately need state assistance - elderly persons and disabled per-
sons. The program has been well-administered, supports itself at no
direct cost to Oregon taxpayers, and does not increase previously author-
ized state bonding authority.

IV. MAJORITY RECOMMENDATION

Therefore, it is the recommendation of the Majority of your Committee
that the City Club favor a "Yes" vote on Measure No. 2 in the election of
May 18, 1982.

Respectfully submitted,

Betty Burt
Andrew Gerlicher
Roxanne Nelson
Thomas G. Taxelius
FOR THE MAJORITY

V. MINORITY DISCUSSION AND CONCLUSIONS

The Minority does not deny that the disabled citizens of this State
need good affordable housing. Nor does the Minority deny that the State
can and should play an important role in providing that housing. The
Minority does deny, however, that Measure No. 2 will effectively and
efficiently do the job. Measure No. 2 falls short of its purpose for
several important reasons.

The Measure discriminates without reason between disabled and elderly
persons. Elderly persons are allowed to purchase an ownership interest
in a multifamily unit. Disabled persons are not. Clearly, this discrim-
ination cannot be rationalized by supposedly different housing needs of
the two groups. Because of their low annual income, disabled persons
need as much protection against inflation-caused rent increases as do
elderly persons.

In addition, disabled persons are not, as a group, any less able than
elderly persons to handle the responsibilities associated with home own-
ership. For example, the disabilities of paraplegics and quadraplegics
do not prohibit them from handling their own financial affairs. Such
disabilities have nothing to do with mental competence. On the other
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hand, elderly persons suffering from senility may very well be incompe-
tent in handling their affairs. Because of this irrational discrimina-
tion between disabled persons and elderly persons, Measure No. 2 is sure
to give rise to a significant amount of litigation that can only inter-
fere with the operation of any housing program resulting from passage of
the Measure.

The monthly income of handicapped individuals will be inadequate to
pay rent on units financed through the program. According to statistics
given by the Association for Retarded Citizens of Oregon, non-elderly
handicapped people have guaranteed incomes of only $264 per month. This
income is not sufficient to pay the rent that would be required by
developers in order to meet their own financial obligation to the State.
Should developers be unable to meet their obligation, the program would
cease to be self-supporting.

Because of these shortcomings, the promises Measure No. 2 holds out
are an illusion that is destructive to the cause of providing housing to
disabled persons. The legislature and the citizens of the State will be
allowed to believe (mistakenly) that they have taken sufficient action to
provide housing for the handicapped and disabled. They may further be
led to believe that nothing more needs to be done. Yet the Minority
believes this program will not remain self-supporting and, in fact, based
on the risk to the developer, may never materialize.

Many of the elderly who will be eligible for the direct loan provi-
sion already own their own homes. They generally have substantial equity
in them and already have low monthly payments. There is no reason to
believe they would want to sell their existing homes and move out of an
established neighborhood into a multifamily complex or mobile home park
with potentially higher monthly rents. Based upon the results of a sur-
vey conducted by his department in 1978, the Director of the Office of
Housing Policy for the City of Portland stated that his department sup-
ported this opinion.

Those who do choose to buy interest in a complex are not required to
sell their existing homes. Consequently, the program will not necessari-
ly "free-up" housing for Oregon's younger families. It may, in fact,
allow some elderly a windfall profit not intended by the legislature in
the form of rent for their existing homes.

Removal of the low income restriction from the Constitution may de-
feat the stated purpose of the Measure. The argument is put forth that
the Measure is intended to and will in fact assist needy elderly and dis-
abled persons in securing housing. As the amendment now is written,
housing assistance is restricted to low income individuals. Removal of
the low income restriction will allow the legislature, without apppoval
of the voters, to make assistance available to all elderly and disabled
individuals regardless of income. Thus the purpose for which the bonding
authority was created will be defeated.

The Minority believes the Measure is a sloppy piece of legislation.
By combining the three separate provisions, the Measure tries to do too
much. Clearly, there is no reason the provision dealing with housing
assistance to disabled persons should be dependent upon acceptance by the
voters of the other two provisions. Yet, this Measure gives the voter an
all-or-nothing choice which may, in some cases, be no choice at all.
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In conclusion, even though the purposes of Measure No. 2 are laud-
able, its current design will not fulfill its intent. At best, Measure
No. 2 will lull the public into a state of complacency that a very real
need - appropriate and safe housing for disabled persons - will be met.
At worst, Measure No. 2 will provide rich ground for litigation and
potential abuse.

VI. MINORITY RECOMMENDATION

For these reasons, the Minority recommends that the City Club support
a "No" vote on Measure No. 2.

Respectfully submitted

Sarah Aiken-Kintz
FOR THE MINORITY

Received by the Research Board on April 7, 1982 for transmittal to
the Board of Governors. Received by the Board of Governors on April 19,
1982 and ordered published and distributed to the membership for discus-
sion and action on May 14, 1982.
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APPENDIX A

Persons Interviewed

Elmer Becket, President, Goodwill Industries
Richard Brownstein, Attorney, Gilbertson, Brownstein, Sweeney, Kerr and

Grimm
Howard Cherry, M. D., Member, Oregon House of Representives, District 14
Bob Clay, Legislative Liaison, Oregon State Housing Division
Joyce Cohen, Oregon State Representative
Jane Graf, Housing Specialist, Association of Retarded Citizens of Oregon
Judith (Londahl) Greenough, Area Director, Housing Authority of Portland
Fred Hansen, Attorney, Oregon State Treasurer's Office
Andrew Hess, Director, Housing Division, Department of Housing

and Urban Development, Portland Office
David Isom, Assistant Administrator, Oregon State Mental Health Division
Jim Joseph, Oregon State Treasurer's Office
Edward H. Look, Executive Director, Oregon Community Foundation
Bruce Martin, Director, Office of Housing Policy, City of Portland
Rick Michaelson, Assistant to Portland City Commissioner Margaret Strachan
Lyndon Musolf, Development Director, Housing Authority of Portland
William Pine, Administrator, Collins Foundation
Carol Pinegar, Housing Development Specialist, Oregon State Housing

Division
Harvey Rogers, Attorney, Rankin, McMurry, Van Rosky, and Doherty Bond

Counsel
Barbara Safriet, Professor of Constitutional and Administrative Law,

Northwestern School of Law, Lewis and Clark College
Jim Simmons, Oregon State Senator, District 4
M. Gregg Smith, Administrator, Oregon State Housing Division
Ralston Smith, Chairman, Committee for Elderly and Handicapped Housing
George Trahern, Member, Oregon House of Representatives, District 49
Dr. Joseph Treleaven, Administrator, Oregon State Mental Health Division
Sydney Wallace, Mental Health Specialist, Adult Residential Services,

Oregon State Mental Health Division
Donna Zajonc, Member, Oregon House of Representatives, District 32, and

Sponsor, HJR 1
Michael Murphy, Staff Economist, Oregon State Housing Division

APPENDIX B
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