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Program Name: Homeowner Housing Rehabilitation Loan Program

Using partnerships, the City of Johnstown leverages funds to fill the demand for low-cost home improvement loan funds in a similar way that many communities fund first-time homebuyer programs for low- and moderate-income individuals and families.
Federal Reserve District(s):
Philadelphia
Program Location:
Johnstown, PA
Program Geography:
Local

Program Start Year:
1999
Program End Year: 
On-Going
Lessons Learned Highlight:

1. Leverage and CRA credit opportunities can attract dollars 

2. The possibility of grants in the future can delay needed improvements today.

Project Description:

In the mid to late 1990s, there was a great deal of emphasis on creating first-time homebuyer programs for low- and moderate-income individuals and families.  Offering below-market rates, waiving private mortgage insurance, and expanding qualifying ratios are some of the ways that lenders allow people who would not otherwise qualify to purchase a home.  Creating special home-improvement loan programs for those with low and moderate incomes, however, was not normally a priority despite the fact that many homeowners may not otherwise have been able to afford the needed repairs.

The city of Johnstown identified the need for home improvements in the city, created a program to address the need, and then formed a partnership with a lending institution so that more homeowners could be reached.  According to the 1990 Census, 23.1 percent of the population of the city of Johnstown is 65 years of age or older, compared with 15.4 percent in the entire state of Pennsylvania, which has the second-highest number of senior citizens of any state in the country.  Many of the seniors are on fixed incomes and are part of the 56.5 percent of the households in the city that have low or moderate incomes.  In fact, 28.1 percent of the households in the city are below the poverty level, and 16.1 percent receive public assistance.  When one considers, as well, that the median age of the housing stock in the city is more than 60 years old, it is clear that some type of home-improvement loan program targeted at low-income borrowers was needed.

The Department of Community and Economic Development for the city of Johnstown identified this need and created the Owner-Occupied Rehabilitation Program in 1981.  Using the U. S. Department of Housing and Urban Development’s (HUD) community development block grant (CDBG) and HOME funds, the department offers loans to low- and moderate-income home owners in the city of Johnstown for the correction of code violations and the installation of energy conservation improvements.  The maximum loan amount is $15,000, and the maximum term is seven years.  The interest rate is 0 percent, and no monthly payments are required.  Repayment of the principal amount may be forgiven if the property remains free of code and energy violations and the borrower owns and occupies the property for the term of the loan.

This loan program has been very popular, and, in the fall of 1998, there was a three-year waiting list.  Because the city wanted to address the waiting-list code violations quickly, it asked U.S. Bank, which has since changed its name to Ameriserv Financial Bank, headquartered in Johnstown, to join it in offering the Homeowner Housing Rehabilitation Loan Program, which was introduced in March 1999.

Under this program for low- and moderate-income borrowers, the city uses the Pennsylvania Department of Community and Economic Development’s HOME funds, which must be matched on a dollar-for-dollar basis by the home owner.  In providing the match, the homeowner may borrow funds from a special installment-loan pool provided by Ameriserv Financial Bank.  The maximum amount of HOME funds available per borrower is $7,500 for a single-family home and $10,000 for a two-unit structure where one unit is occupied at 0 percent interest for a maximum term of seven years.  The city’s portion of the loan is forgiven if the borrower occupies the property for the entire term of the loan and keeps the property free of code violations after the repairs have been completed.  Ameriserv’s portion of the loan is provided at one percent below its normal market rate for home-owner rehabilitation loans with a maximum term of 10 years.  The borrower, who is subject to Ameriserv’s normal underwriting criteria, may choose a shorter repayment period or may elect to repay the loan ahead of schedule with no prepayment penalty.

The Homeowner Housing Rehabilitation Loan Program has been successful, and lending was constrained in 1999 and 2000 only by the availability of HOME funds.  Lending in 2001 and 2002 has been slow, however, because the waiting list for the Owner-Occupied Rehabilitation Program, i.e., the 100 percent grant program, will be finished by the summer of 2002 at which time that program will re-open to new applicants.  That information is shared with people when they call for information on the Homeowner Housing Rehabilitation Loan Program.

Project Results:

From inception in March 1999 through April 2002, 35 loans, totaling $270,071 of city funds and $293,373 of bank funds, were closed.  There have been no defaults.  More loans would have been made, but the city expended all of its allotted state and federal HOME funds in 1999 and 2000.

Lessons Learned:
· Leverage and CRA credit opportunities can attract dollars.  Local governments can leverage federal and state funding by presenting CRA opportunities to local financial institutions.
· The possibility of grants in the future can delay needed improvements today.  If there is a competing program with better terms, homeowners will wait for the lower-cost program.  Johnstown has discovered that people are willing to delay improvements to their properties for one or more years, even though those improvements address safety code violations and money-saving energy conservation, for the chance to receive what amounts to a grant of up to $15,000 rather than a grant of 50 percent of the money needed and a below-market-rate loan for the other 50 percent.  If the city of Johnstown wanted to expedite home improvements, it may have wanted to consider suspending the grant program altogether.  If a municipality wants to maximize the leverage of its government funding but still help those in need, perhaps it should restrict 100 percent grants to only those most in need, e.g., low-income (under 50 percent of median income) elderly or disabled home owners.  Other borrowers could be offered partial grants with below-market-rate loans.
Program Lead:

Department of Community and Economic Development, city of Johnstown

Program Partners:

Ameriserv Financial Bank, Johnstown, PA

Contact Name, Address, Phone Number and E-mail:

Kelly Barger, Residential Dev. Officer
jwheaton@nhschicago.org

City of Johnstown
(814) 533-2046

Dept. of Community & Econ. Dev.

City Hall, Room 204

401 Main Street

Johnstown, PA 15901
Project Web Link:

None

Related Web Links:

www.johnstownpa.com/Local/city.shtml
Category:
Key Words:

Home Improvement, Affordable Housing
Home-improvement; low-income; 


housing rehabilitation

Record Last Update Date:
May 23, 2002

This document was obtained from the Federal Reserve Bank of Chicago Website at www.chicagofed.org/cedric/lesle/index.cfm.  The Federal Reserve System attempts to verify the information presented, but cannot guarantee the accuracy of any information nor does the inclusion of any particular project or program represent an endorsement by the Federal Reserve System.  The views expressed herein do not necessarily represent the views of the Federal Reserve System. For additional terms and conditions that apply the use of this and other information obtained from the Federal Reserve Bank of Chicago Website please review the Privacy Policy and Legal Disclaimer found at the Website address listed above.
� EMBED PBrush  ���








Johnstown Homeowner Housing Rehabilitation Loan Program 
Page 1 of 3


[image: image2.png]


_1116326187

