SNG Community Development Committee Minutes

February 10, 2009

Attending: Charlie Hoffman (Chair), Bob Hain, Kathy Sikora, Todd Sample, Sheldon Mains, Ewart Martens, Robin Garwood (Cam Gordon office), Dave King of Center for Energy, Carol Greenwood, Samantha Strong for Buck Bros., Emily Wergin and Katya Pilling (both of Seward Redesign), and Bernie Waibel (SNG, minutes). 

_________________________________

After introductions Dave described the work of Center for Energy (CEE), which includes managing the NRP housing programs of 35 neighborhoods.  Last year in its service areas, CEE originated 500-600 MHFA loans and 1,200 other types of loans.  Within Longfellow over the years of its work in that community, CEE has originated over $13M in loans.  

Though it hasn’t had a formal relationship with the Seward NRP housing program, CEE has originated about 40 loans within the Seward neighborhood since 2000.  Those loans include MHFA: Community Fix Up Loans; Fix Up Loans; Deferred Loans, and Rental Rehab Loans.  CEE has also made about 16 energy loans within Seward using MN Dep’t of Commerce funds that it has secured and administers. 

Dave reported that in general, CEE as well as MHFA (Minnesota Housing Finance Agency) are seeing fewer applications for big loans for additions for example, and seeing more applications for more modest work including heating systems, windows and other energy efficiency measures.  Average loan size is now approximately $12,000-$13,000 ($12K-$13K).  

Many NRP neighborhoods have only $70K or $80K in NRP Phase II and are interested like Seward, in achieving the most repair work for their NRP dollars.  To make MHFA loans attractive to residents, some neighborhoods are allocating modest amounts to buy down, or prepay the interest on, MHFA loans to residents.  To achieve an interest rate buy-down of 1.5% by the neighborhood, the cost per five-year loan can be as little as $150.  With the CEE administrative fee of $125 per subsidized loan, a $5K commitment from the neighborhood could leverage about 20 loans totaling almost $100K.  This works out to a leverage ratio of about 1 NRP dollar per 19 dollars of private/MHFA financing, or a 1:19 ratio. Per Dave, the current MHFA interest rate is about 6.5%, so a resident could end up with an attractive rate of 5%.  A commitment by the neighborhood of $10K to mortgage buy-down (essentially prepaid interest) could leverage up to 40 loans if the loan rates are bought down 1.5%.  

Charlie suggested that the outlines of the program as proposed by the Housing Program Taskforce be reviewed and that Dave should weigh in with his thoughts:  

First draft proposed guidelines:

1.  include owner occupied single family or duplex homes;

2.  include applicants with incomes up to 80% of MMI (median metro income); 

3.  offer fully amortized loans from Seward’s funds at a rate below the current MHFA housing repair loan rate (2% reduction is recommended).  An amount of  $4,000 or $5,000 per loan is recommended; 

4.  require a 1:1 match of SNG funds with either the applicant’s own funds or funds borrowed through MHFA or another lender; 

5.  prioritize awards on the basis of first, health and safety; then code compliance, and lastly, exterior condition.  

6.  emphasize the use of local/city contractors; 

7.  establish deadlines by which time application must be made for funding.  

8.  make available to homeowners a grant up to $150 for a thorough energy audit including a blower-door test.

9.  fund a part-time SNG employee to help the homeowner determine the extent of repairs needed; prioritize projects, find contractors, offer technical advice, etc.;

10.  employ a third party (GMHC, CEE, etc.) which is contracted to originate and administer the SNG loan.  The contractor will also work with homeowners to originate loans from MHFA and others.

Discussion on item #1 resulted in the inclusion of owner-occupied homes up to a four-plex size.  Regarding item #2, restricting funding to 80% of the metro median income (MMI) targets the funds to those who most need financing.  There was a discussion about helping those first-time buyers who find much to repair when they buy a used house.  After discussion, the Committee realized that those repairs can usually be wrapped into the purchase price of the house via loan programs for that purpose. 

Regarding proposal #3, Dave thought that loaning Seward funds along with a loan of MHFA funds would be too costly in that there would be two separate origination fees, two underwriting processes, two management fees, etc..  He thought one loan from either MHFA or the neighborhood is best and said that the default rate on NRP loans across the City is low.  Dave reported that at a 4% rate on loans, the neighborhood would preserve its capital if it funded a revolving loan program (full amortization).  A cap of $10K or $12K on loan amounts is reasonable in that a roof costs upwards of $8K now and a furnace can cost $12K.  

Regarding the requirement of a match (proposal #4) Dave said that programs in other neighborhoods which have required a match have seen very little demand from residents.  Additionally, with a target demographic of 80% of MMI, it can’t be expected that a resident would have the funds to put towards repairs.  Bernie said that there was a higher matching rate in the earlier years of Seward’s Phase I housing programs but that rate decreased over the years as lower income residents came onboard.  

There was a lively discussion as to how the neighborhood can use its limited funding to improve leverage (spending by the resident per neighborhood/NRP supplied dollar) and still get its funds back.  There are very few inputs into a loan deal; interest rate; term; capital amount and underwriting (determining the qualifications of the borrower), and sweetening a loan involves relaxing one or more of these measures.  The input that most borrowers fixate on is the interest rate.   Dave said that a rate of 4% on the neighborhood’s funds would allow the neighborhood to recoup its funds and stay even with inflation, provided that there weren’t any defaults. 

The Committee agreed that exterior condition repairs can really boost the morale on a street, prompting other homeowners to make similar repairs.  The funding priority on the basis of first health and safety, then code compliance and lastly on exterior conditions is appropriate (item #5) and is similar to that of many other neighborhoods in Phase II. 

Items #6 and #7 were discussed and found agreement.  There was long discussion about the type and value of different energy audits (item #8) and the Committee agreed that a blower-door type audit, though at the more expensive end of the scale, is the best value for the money.  Audits will be funded from a line in the NRP Phase II budget for residential energy improvements. 

In item #9, given the target demographic of 80% MMI and the need to heavily promote the program; the desire of the neighborhood to be associated with the housing program, and the community building that can be achieved with a staff person in the field, a half-time housing staff-person will be employed for a minimum of two years. 

Dave and CEE are willing to work with Seward to help devise the most suitable Phase II housing program.  Bernie had reported at the earlier taskforce meeting that Suzanne Snyder, director of the GMHC Financial Resource Centers had said that after her and Angie Flemon’s appearance at the January CDC meeting, she’d commit no more staff time unless her agency had the contract to manage the program.   

Charlie summed up the areas of consensus and received support when he suggested that the program’s success and response rate be reviewed after six months.  Bernie asked Committee members to devise a way to induce residents to borrow MHFA funds at 6.5% rather than the neighborhood’s at 4 or 5%.  Dave of CEE was thanked for coming to the meeting and sharing his time and agency’s experience.  

___________________________________

Katya reported that Redesign and Touchstone Mental Health are negotiating over the size of the Bystrom site parcel available for a forty bed residential facility for the persistently mentally ill.  PPL (Project for Pride in Living) will develop the site which will then be used and administered by Touchstone for its offices, residence and programs.  

The City of Minneapolis is asking for a parcel, probably the one north of and adjacent to the Touchstone site, to secure the City’s financing of the site.  Katya showed that the earlier proposal presented by Touchstone and PPL would cover four property parcels, but the City’s financing requires that the project be built on three parcels so that a fourth parcel can be used as a form of collateral.  A four-parcel site would allow an semi-enclosed courtyard, open to the west while a three-parcel site would dictate a design having a more condensed building footprint and a ‘courtyard’ which would be open on both the west and south. 

A resident who has worked with the mentally ill for many years had sent a letter to Charlie pointing out that the LRT bike trail is not safe for anyone much less the mentally ill.  She additionally asked whether there would be a curfew for residents; whether residents would be out and about in the community; what would be the male to female ratio, and what would be the resident to staff ratio.  Charlie asked Katya to address these questions with the writer.  Katya noted that the residents were not a population that needed to be locked up.

Katya said that the City is still keeping open the option of retaining Minnehaha open as a ‘neighborhood street’ versus the status of ‘State Highway’.   Sheldon reported that the Board had sent off a letter strongly supporting State Aid Highway status. Robin reported that Cam and he are organizing a meeting with City Planning aimed to get the local connector option off the table. 

There was a discussion about the need for a stop sign at the pedestrian/bicycle trail crossing (roughly south of 22nd Street) on Minnehaha.  A speaker noted that stop signs generally aren’t installed until there’s a death. 

Katya reported on Franklin Avenue planning and the four zones on Franklin were noted; LRT to 21st Avenue; 21st Avenue to 25th Avenue; 25th to 29th Avenue, and 29th to 31st Avenue.  She noted that the two zones which have the most priority for redevelopment are the area from 21st to 25th Avenue and the area from the LRT to 21st Avenue.  

Emily made further comments and asked members of the Committee to review the Seward Development Guidelines (draft dated 2.10.09), copies of which had been distributed.  She asked that readers forward to her suggestions and comments on the Guidelines.

Meeting adjourned at 8:35 p.m.
___________________________________

PAGE  
1

