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At the last Community Development Committee meeting I was asked to provide information for the next meeting on reasons why our housing finds have not been used more and possible changes that would make more effective use of our funds.

Our reduction in loan activity is consistent with the broader community.  Both the Center for Energy and Environmnent and the Minnesota Housing Finance Agency said the demand for their home improvement loans has been down substantially this last year.  Given the recent changes in the housing market and economy, people are hesitant to invest more money in their homes or take on additional debt.  The decrease in home values has also dramatically changed existing mortgage amounts in relation to the homes value making it impossible for many homeownwers to borrow additional funds. With the record low interest rates, a number of homeowners that do have equity in their homes may be refinancing and taking out additional cash to use for home improvements.

Homeowners that have taken out loans appear to be only taking care of the necessities, such as replacing roofs, plumbing, etc.  The only exception is energy improvements where we have seen loan activity.

I would also like to revisit what Bernie said at the last meeting, which is that the program has been very successful in leveraging other funds. Our $41,000 in NRP loans leveraged $355,000 in other loans, or $9 in other funding for every dollar from SNG.  If you combine loans and rebates, every dollar of SNG money leveraged $13 in other funding.  

Possible Program Changes

I would like to outline two different types of changes.  The first would be changes to our existing programs.  These would not require an amendment to our contract with the Center for Energy and Environment (CEE).  The second would be the creation of new programs, which would require a contract amendment and approval by the city.

We are free to make just about any changes we would like to our existing programs.  We can change the maximum amount, term, interest rate and income limits.  For example, we could increase the income limit to 115% of median (the Fix-up Fund limit).  We could also have a tiered interest rate, a higher rate for higher incomes and lower for lower incomes.  Another possibility would be to open up the programs to non occupant owners of rental property.  Currently the programs are available to owner occupied 1-4 unit buildings.  We could remove the “owner occupied” requirement.  According to the census two-thirds of the neighborhood residents are renters and there are a lot of older 1-4 unit buildings that need work (see attached census profile).

In terms of new programs, a number of neighborhoods have emergency loan funds, which are used for emergency repairs such as a furnace going out, plumbing and electrical problems, or fixing a leaking roof.  The Longfellow neighborhood has an emergency loan fund that has been used a lot.     Some neighborhoods have deferred loan programs for low-income residents where no monthly payments are required and the loan is repaid when the house is sold.  Although the Minnesota Housing Finance Agency (MHFA) does have a deferred loan program, there is often a waiting list.

Another program, which has been discussed before, would be a program to assist with the redevelopment of foreclosed and other distressed properties.  This includes both rehabilitation and new construction. Redesign currently has two properties it has acquired, one would be a rehab and the other new construction.  Because of the high capital costs for these projects, we would want to use our funds to leverage as much outside funding as possible.

