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A G E N D A  
 

Minnesota Housing Finance Agency 
Board Meeting 

Thursday, May 24, 2012 
1:00 p.m. 

 
State Street Conference Room – 1st Floor 

400 Sibley Street 
St. Paul, MN 55101 

 
1. Call to Order. 
2. Agenda Review. 
3. Approval of the Minutes 

A. Regular Meeting of April 26, 2012. 
B. Special Meeting of May 14, 2012. 

4. Chairman’s Report. 
5. Commissioner’s Report and Introductions. 
6. Audit Committee. 

None. 
7. Program Committee. 

None. 
8. Finance Committee. 

None. 
9. Action Items: 

A. Summary Review: 
1. Approval, Program Waivers, Homeownership Assistance Fund.  
2. Approval, Changes, Mortgage Loan Program Procedural Manual.  
3. Approval, Loan Modification, Capacity Building Revolving Loan Program 

‐ Greater Metropolitan Housing Corporation. 
4. Approval, Modification, Affordable Housing Plan, HOME Investment Partnerships 

Program (HOME) and Housing Opportunities for Persons with AIDS (HOPWA). 
5. Approval, Funding Modification, Asset Management Loan 

‐ Whispering Pines, Caledonia. 
B. Discussion – General: 

1. Discussion, Affordable Housing Plan Progress Report.  
2. Discussion, Legislative Update.  
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C. Discussion – Homes: 

None. 
D. Discussion – Multifamily: 

1. Approval, Selections/Commitment, Ending Long Term Homelessness Initiative Fund 
(ELHIF), Operating Subsidy Supplemental Awards. 

10. Review and Information Items. 
A. Information, Reporting Non‐Compliance with Agency Policy and Procedures.  

11. Other Business. 
None. 

12. Adjournment. 
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MINUTES 
 

MINNESOTA HOUSING FINANCE AGENCY BOARD MEETING 
Thursday, April 26, 2012 

1:00 p.m. 
State Street Conference Room – 1st Floor 

400 Sibley Street, St. Paul, MN 55101 
 

1. Call to Order. 
Chair Johnson called to order the regular meeting of the Board of the Minnesota Housing 
Finance Agency at 1:05 p.m. 
Members present: Stephanie Klinzing, Steve Johnson, Gloria Bostrom, Joe Johnson, Rebecca 
Otto, and Ken Johnson. Absent: Barb Sanderson. 
Minnesota Housing staff present: Commissioner Mary Tingerthal, Kathy Aanerud, Tal Anderson, 
Paula Beck, Jeanette Blankenship, Jim Cegla, Margaret Davies, Joe Gonnella, Calvin Greening, 
Phil Hagelberger, Andrew Hughes, Bill Kapphahn, Jason Kane, Kurt Keena, Larry Kelly, Kasey Kier, 
Karmel Kluender, Marcia Kolb, Jerry Larson, Julie LaSota, Katy Lindblad, Diana Lund, Eric 
Mattson, Roger Moeller, Tonja Orr, John Patterson, Cheryl Rice, Mary Rivers, Mary Ruch, Robert 
Russell, Megan Ryan, Joel Salzer, Becky Schack, Terry Schwartz, Jonathan Stanley, Kim Stuart, 
Will Thompson, Ted Tulashie, Elaine Vollbrecht, Dan Walsh, Don Wyszynski, Xia Yang. 
Others present: Paula Rindels, Dorsey & Whitney; Michelle Adams, Kutak Rock; Chip Halbach, 
Minnesota Housing Partnership; Melanie Lien, Piper Jaffray; Paul Rebholz, Wells Fargo; Cory 
Hoeppner, RBC Capital Markets; Gene Slater, CSG Advisors, Celeste Grant, Office of the State 
Auditor; Tom O’Hern, Assistant Attorney General. 

2. Agenda Review. 
Commissioner Tingerthal announced that the agenda had been revised since mailing and now 
includes an item for Ripple River Townhomes (agenda item 9.D.5).  Revised agendas and copies 
of the board report were placed at members’ places prior to the start of the meeting.  

3. Approval of the Minutes. 
A. Regular Meeting of March 22, 2012. 

Auditor Otto moved approval of the minutes as written. Mr. Steve Johnson seconded the 
motion. Motion carries 5-0, Ms. Bostrom abstaining. 

B. Special Meeting of April 3, 2012. 
Ms. Klinzing moved approval of the minutes as written. Ms. Bostrom seconded the motion. 
Motion carries 5-0, Mr. Joe Johnson abstaining. 

4. Chairman’s Report. 
Chair Johnson reported that a special meeting would be held on June 4 to discuss strategic 
planning and board governance. Chair Johnson also reported that he would be absent for the 
May meeting and Mr. Joe Johnson would act as chair for that meeting. 

5. Commissioner’s Report and Introductions. 
Commissioner Tingerthal reported that she, Federal Liaison Jim Cegla and Auditor Otto attended 
the NCSHA Legislative Conference in Washington, D.C. As part of the conference, they met with 
members of Minnesota’s congressional delegation to speak with them regarding housing related 
issues, including fixing the rate of the low-income housing tax credit, which, if not fixed, will 
create a large need for additional gap funding. The group also attended a tribute for retiring 
member Barney Frank, who has been a strong supporter of rental housing initiatives.  Auditor 
Otto stated that staff did a good job of educating delegation members and their staffs about 
Minnesota Housing.  
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Another major activity in the past month was the Regional Housing Dialogues. Dialogues have 
been held in Mountain Iron, Bemidji, Fergus Falls, Mankato and St. Cloud. Two metro area 
meetings will be held in May.  The Greater Minnesota meetings were jointly sponsored by 
Minnesota Housing, Greater Minnesota Housing Fund and USDA Rural Development. The 
meetings focused on the housing needs of the communities and were an opportunity for the 
Agency to get input for its revision of the strategic plan.  The outcomes of these meetings will be 
shared with the Board prior to its special meeting on June 4.  
 
Commissioner Tingerthal, along with Member Klinzing and staff members Joel Salzer and Rick 
Smith, attended the Grand Opening of the Gimaajii supportive housing project in Duluth. The 
project is located in a former YWCA building and focuses on Native American women and will be 
a gathering center in Duluth. At the NCSHA conference, the Commissioner had the opportunity 
to talk about the project with employees of the US Treasury Department, who were very excited 
about it and requested pictures be shared with them. Member Klinzing also toured New San 
Marco while in Duluth, a project that houses formerly long-term-homeless persons recovering 
from chronic alcoholism. Member Klinzing stated it is great to see the tribes coming together 
with one another and the State to do these amazing projects and she sends her appreciation to 
all the people who make them happen.  
 
The Governor and legislative leadership are having active discussion regarding the bonding bill. 
If a bonding bill is passed, housing will likely be included as there has been funding for housing 
in all three bills (Senate, House and Governor).  Minnesota Housing convened a group of 
housing advocates who worked throughout the session on a common request for inclusion in 
the bill.  
 
The RFP for Multifamily projects and Single Family CRV projects was recently released. As part of 
the application processes, applicants are required to provide demographic and economic data 
regarding the communities in which their projects will be located. Last year, the Agency rolled 
out a tool called “Community Profiles” to assist with this.  The tool has been improved this year 
based on user feedback and will be demonstrated at a webinar during May. Commissioner 
Tingerthal reported on the tool at the most recent Governor’s cabinet meeting and colleagues 
were very impressed and have asked that the Agency do mapping for their own agencies. The 
tool will be demonstrated for the Board at its next meeting. Information sheets for the tool 
were provided to members at their places prior to the start of the meeting. 
 
The following new employee introductions were made: 

• Marcia Kolb, Assistant Commissioner for Multifamily introduced Kurt Keena. Mr. Keena 
is new member of the Multifamily management team and brings experience from his 
most recent position with Commonbond Communities and Dakota County before that. 
Kurt’s background is in property management and he has also taught Biology.  

• Diana Lund, Multifamily Manager, introduced Larry Kelly.  Mr. Kelly will work in 
Mulitfamily operations, focusing on audit reviews and asset management. Mr. Kelly was 
previously employed as the Controller of Sherman & Associates.  

• Joel Salzer, Multifamily Manager, introduced Jonathan Stanley. Mr. Stanley recently 
received his Masters in Public Administration and prior to that was employed with 
Minnesota Housing in its Single Family division. Mr. Stanley will focus on the HOME 
program, Federal funds and bonding proceeds.  
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• Diana Lund introduced Dan Walsh.  Mr. Walsh’s background includes working as an 
organizer for Transit for Livable Communities and as a Senior Project Leader at Aeon. 
Mr. Walsh holds a Master’s degree in Public Policy. 

• Roger Moeller, BTS Manager, introduced two Help Desk employees; Jasen Kane who 
comes to the Agency from Best Buy Corporation; and Jerry Larson, who comes to the 
Agency from the Department of Revenue. Both Jerry and Jason have a wealth of 
customer service experience and did an excellent job handling the Agency’s email 
migration, which occurred very soon after they joined the Agency. 

 
Commissioner Tingerthal informed the board that Nancy Davidson, a long term employee who 
worked with Multifamily closings recently passed away after a long battle with cancer. 

6. Audit Committee: 
None. 

7. Program Committee: 
None. 

8. Finance Committee: 
None. 

9. Action Items: 
A. Summary Review: 
9.A.(1). Approval, Commitment, Low and Moderate Income Rental (LMIR) Program and 

Approval, Funding Modification, Commitment, Preservation Affordable Rental 
Investment Fund (PARIF) Program - Charter Oak Townhomes, Stillwater. 

9.A.(2). Approval, Commitment Extension, Economic Development and Housing Challenge 
Program - Aeon Elliot Park Refinance, Minneapolis. 

9.A.(3). Approval, Commitment, Low and Moderate Income Rental (LMIR) Program - Maple 
Village II, Maple Grove. 

9.A.(4). Approval, Selections, Community Activity Set Aside Program. 
9.A.(5). Approval, Changes, Fix-up Fund/Community Fix-up Fund Procedural Manual 
In response to a question from Member Bostrom regarding 9.A.5, Mr. Robert Russell stated that 
staff actively reviews program production and determined that previous changes to the program 
may have hurt production.  For the current Affordable Housing Plan, production was boosted by 
the Energy Saver Rebate program, which has concluded. Mike Haley, Assistant Commissioner for 
Single Family, added that the proposed changes would not go into effect until May 7. 
Commissioner Tingerthal stated that participants at the Regional Housing Dialogues discussed 
the proposed changes and reacted with enthusiasm. In response to a question from Mr. Joe 
Johnson regarding 9.A.3., Mr. Ted Tulashie stated that the development had been underwritten 
very conservatively and that the project has a strong developer, syndicator and lender.  
MOTION: Auditor Otto moved approval of the summary review items. Mr. Joe Johnson 
seconded the motion. Motion carries 6-0. 
B. Discussion – General: 
9.B.(1). Approval, Resolution Authorizing Issuance and Sale of Minnesota Housing Finance 

Agency Rental Housing Bonds, 2012 Series A-1, and 2012 Series A-2. 
Chief Financial Officer Don Wyszynski presented this request. If approved, the bonds will be sold 
on May 9 and will close on May 17. The AFL-CIO has committed to purchasing the entire long 
bond issue. One requirement of their purchase is that all labor on the project be performed by 
union members.  Ms. Michelle Adams of Kutak Rock reviewed the terms of the issuance with the 
Board. MOTION: Ms. Bostrom moved approval. Mr. Joe Johnson seconded the motion. Motion 
carries 6-0. 
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9.B.(2). Discussion, Post-Sale Report, Residential Housing Finance Bonds 2012 Series A, B, C 
and D. 

Members of the Agency Finance Team, including Mr. Gene Slater, CSG Advisor; and Mr. Cory 
Hoeppner, RBC Capital Markets, presented the information from the post-sale report, stating 
that this was an incredibly complex issuance that included the refunding of an entire indenture. 
There was significant institutional and retail demand, despite large issuances typically being 
more difficult to sell. Mr. Wyszynski stated that this was the first non-NIBP issuance since 2009.  
The Board thanked the Finance team and Agency accounting staff for their work and 
congratulated them on the successful sale. No action needed. 
9.B.(3). Approval, Loans to Twin Cities Community Land Bank and Family Housing Fund. 
Mr. Ken Johnson and Ms. Gloria Bostrom recused themselves from discussion and voting on this 
item. Ms. Mary Ruch presented this request to restructure an existing loan to the Family 
Housing Fund, converting it to a revolving line of credit and reducing the principal balance. The 
line of credit will be used for strategic acquisition, land banking and other affordable housing 
related real estate loans.  An existing loan to the Twin Cities Community Land Bank for 
MyHomeSource would be discontinued and replaced with a revolving line of credit to be used 
for their Foreclosure Remediation Loan Program.  The FHF will provide a partial guarantee of the 
loan to TCCLB.  In response to a question from Mr. Joe Johnson, Commissioner Tingerthal stated 
that for each draw of funds, the president of either the Family Housing Fund or the Twin Cities 
Community Land Bank must certify that the organization(s) is/are in compliance with the terms 
of the loan. In response to a question from Mr. Joe Johnson, Assistant Attorney General Tom 
O’Hern stated that the Board may at its discretion waive its own rules. MOTION: Auditor Otto 
moved approval. Ms. Klinzing seconded the motion.  Motion carries 4-0. 
C. Discussion – Homes: 
9.C.(1). Approval, Changes, Home Mortgage Loan Programs. 
Ms. Kim Stuart presented this request to approve staff recommended changes to the MMP, 
CASA, HAF and HOME HELP programs that provide first mortgages and entry cost assistance to 
qualifying low- and moderate-income first time homebuyers. Ms. Stuart stated that an Agency 
team was created to conduct a business review of homeownership programs. The team’s goals 
were to adjust offerings as needed to create or retain an appropriate balance of mission and 
revenue generation. The key recommendations will simplify the mortgage revenue bond 
programs and introduce an interest bearing entry cost assistance option. Single Family staff will 
work closely with Policy and Communications to ensure correct messaging about the changes is 
broadly shared. Some programs may be short term and all the programs will be closely 
monitored. Ms. Stuart stated that if the Board approves the concepts, program manuals will be 
presented for approval at a future meeting. Member Joe Johnson stated that he was 
uncomfortable with the lower credit score requirements. In response to a question regarding 
reserves, staff stated that there is both a minimum and maximum amount of reserves to ensure 
that the borrower is financially able to meet the terms (minimum) and also that they need the 
product (maximum).  Members stated their appreciation of staff’s work to simplify and improve 
access to our products and commended their ability to adapt the programs to the market. 
MOTION: Ms. Bostrom moved approval. Mr. Joe Johnson seconded the motion. Motion carries 
6-0. 
D. Discussion – Multifamily: 
9.D.(1). Approval and Loan Assumption, Section 8 Program and Approval, Selection and 

Commitment Asset Management Loan - Northwoods Commons, Baudette. 
9.D.(2). Approval and Loan Assumption, Section 8 Program and Approval, Selection and 

Commitment Asset Management Loan - Valleyview Commons, Mahnomen. 
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Mr. Phil Hagelberger presented items 9.D.1 and 9.D.2 together, noting that approval of the 
request will stabilize both properties and stated that the purchaser is an experienced local 
developer with community ties. MOTION: Mr. Joe Johnson moved approval. Auditor Otto 
seconded the motion. Motion carries 6-0. 
9.D.(3). Approval, Funding Modifications, Housing Trust Fund Rental Assistance Program. 
Ms. Elaine Vollbrecht presented this item, stating that the modification will redistribute the 
funds awarded Elim, which will no longer be providing rental assistance administration. 
MOTION: Member Klinzing moved approval. Ms. Bostrom seconded the motion. Motion carries 
6-0.  
9.D.(4). Approval, Housing Tax Credit (HTC) Program - 2012 Round 2 Selections and Waiting 

List.  
Ms. Kasey Kier presented this item, stating that Housing Tax Credits may be used for eligible 
new construction and the acquisition and rehabilitation of existing low-income housing. Four 
supplemental proposals and two new proposals were being recommended. MOTION: Mr. Steve 
Johnson moved approval. Auditor Otto seconded the motion. Motion carries 6-0. 
9.D.(5). Approval, Waiver, Prepayment Prohibition, Section 8 Program - Ripple River 

Townhomes, Aitkin. 
Mr. Andrew Hughes presented this request, stating that a prepayment prohibition had been 
erroneously included in the loan documentation because it had been believed it was required by 
HUD. Staff have since learned that there is not a prepayment prohibition and thus are requested 
a waiver. MOTION: Ms. Klinzing moved approval. Mr. Joe Johnson seconded the motion. Motion 
carries 6-0. 

10. Review and Information Items. 
11. Other Business. 

A. Resolution in Recognition of Service. 
Chair Ken Johnson moved that the Board issue a resolution acknowledging the service of 
Katy Lindblad, Assistant Commissioner for Community Development. Ms. Bostrom seconded 
the motion. Motion carries 6-0. 

12. Adjournment. 
The meeting was adjourned at 2:33 p.m. 
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MINUTES 
 

MINNESOTA HOUSING FINANCE AGENCY SPECIAL BOARD MEETING 
Monday, May 14, 2012 

3:00 p.m. 
Jelatis Conference Room – 3rd Floor 

400 Sibley Street, St. Paul, MN 55101 
 

1. Call to Order. 
Chair Johnson called to order the regular meeting of the Board of the Minnesota Housing 
Finance Agency at 3:05 p.m. 
Members present: Rebecca Otto, Steve Johnson, Gloria Bostrom, Joe Johnson, Stephanie 
Klinzing, and Ken Johnson. Absent: Barb Sanderson. 
Minnesota Housing staff present: Commissioner Mary Tingerthal, Deputy Commissioner Barb 
Sporlein, John Patterson, Julie Ann Monson, Shannon Myers, Mike Haley, and Becky Schack. 
Others present: Chip Halbach, Minnesota Housing Partnership; Tom O’Hern, Assistant Attorney 
General; and Celeste Grant, Office of the State Auditor. 

2. Strategic Plan Discussion. 
Members discussed the Agency’s current Strategic Plan and the elements of a useful and 
effective strategic plan. The group reviewed and discussed the Agency’s current mission, vision 
and values. Feedback from the Regional Housing Dialogues was reviewed and discussed. The 
Board identified its priorities for the 2013-2015 Strategic Plan. 

3. Adjournment. 
The meeting was adjourned at 5:10 p.m. 
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       AGENDA ITEM:  9.A.(1) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Homeownership Assistance Fund – Homeowner Entry Loan Program & Entry Cost 

Assistance 
 
CONTACT: Margaret Davies, 651-296-3631 

margaret.davies@state.mn.us 
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

 ______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Staff requests waivers for two loans originated by MidCountry Bank and Wintrust Mortgage.  Both loans 
were originated under the HOME Homeowner Entry Loan Program (HOME HELP).  Both loans require a 
waiver in order to use the Homeownership Assistance Fund, Alternate Entry Cost Assistance (ALT ECA). 
 
FISCAL IMPACT: 
The fiscal impact of granting these waivers is modest.  The Homeownership Assistance Fund (HAF) uses 
either appropriated or Pool 3 funds and the maximum amount of a HAF loan under CASA is $4,500.  HOME 
HELP uses federal HOME funds and the maximum amount of a loan is $10,000.  Thus, there is a net 
increased loan amount of $5,500 out of appropriated or Pool 3 resources for each loan waiver granted.  
Furthermore, 70% of the principal of each HOME HELP loan is forgiven after the sixth year of owner 
occupancy compared to a HAF loan which is due on sale of the property.  To be consistent and not 
penalize the borrower, , if the Alternate Entry Cost Assistance Loan is not paid within six years, $7,000 per 
loan would be forgiven, which is not typically the case with loans funded with HAF resources.  
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Background 
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Board Agenda Item: 9.A.(1) 
Attachment: Background 

 

 
 
BACKGROUND: 
 
Staff requests Alternate Entry Cost Assistance waivers when a lender originates a loan under the HOME 
Homeowner Entry Loan Program (HELP), but does not comply with HOME requirements.   When this 
occurs, the Homeownership Assistance Fund (HAF) is used to pay the lender for the HOME HELP loan.  The 
loans comply with HAF program guidelines but have a higher amount of the assistance that provided 
under HAF.  The Agency experiences modest financial loss when it grants this type of waiver.   
  
Waiver requests include the following: 
 

• MidCountry Bank: 
o Loan Number 0012603240, Loan Amount $10,000:  The loan is not compliant with HOME 

requirements due to an inaccurate HOME HELP inspection.  In this case, the lender is not at 
fault for circumstances leading to this waiver.  The lender followed all program property 
inspection requirements and the inaccuracy of the HOME HELP inspection was discovered 
during a monitoring visit by Single Family staff.  The Agency no longer accepts property 
inspections from the inspector assigned to this case.  This is the first Alternate Entry Cost 
Assistance waiver for MidCountry Bank.    
 

• Wintrust Mortgage: 
o Loan Number 0012602768, Loan Amount $10,000:  The loan is not compliant with HOME 

requirements due to the missing HOME HELP URA Notification to Seller.  This is the first 
Alternate Entry Cost Assistance waiver for Wintrust Mortgage.  The lender, Wintrust 
Mortgage, acknowledges its oversight, modified its processes to include more detailed 
reviews of Minnesota Housing’s guidelines, and will attend further HOME HELP specific 
training. 
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AGENDA ITEM:  9.A.(2) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 

 

               
 
 
 
 
 

 
ITEM:   Mortgage Loan Program Procedural Manual Change 
 
CONTACT:  Margaret Davies, 651‐296‐3631      
    margaret.davies@state.mn.us         
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
UUU

  ______________________
  

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Staff requests changes to the Mortgage Loan Program Procedural Manual MBS assumption policy to make 
Minnesota Housing loans financed with conventional and Rural Development (RD) loan products unassumable. 
 
FISCAL IMPACT: 
Minnesota Housing currently pools loans for securitization with Fannie Mae and Ginnie Mae.  Agency staff 
is exploring selling securities in markets other than those reliant on tax exempt mortgage revenue bonds.  
Changing mortgage terms on conventional and Rural Development loans to due‐on‐sale will allow 
Minnesota Housing more flexibility in selling mortgage‐backed securities in alternate markets.  This may 
result in increased revenue for the Agency by increasing the compatibility of Agency mortgage‐backed 
securities to industry standard terms.  
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long‐term Homelessness
       

 
ATTACHMENT(S):   

 Background 

 Manual  
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Board Agenda Item: 9.A.(2) 
Attachment: Background 

 
 
 
BACKGROUND: 
 
At the April Board meeting, staff discussed expanding the market Minnesota Housing serves through its 
mortgage programs to non‐first time homebuyers and targeted refinance markets.  Doing so will require 
the Agency to expand the mortgage‐backed securities markets it employs to sources other than tax 
exempt mortgage revenue bonds.  To assure that the mortgage terms the Agency uses are compatible in 
these markets, it needs to add a due‐on‐sale clause to conventional and Rural Development mortgage 
loans. 
 
Currently, the Agency allows assumption on all underlying first mortgage products.  The change proposed 
will have limited impact on lending partners as it aligns our products with industry standards.  Though 
borrowers will no longer have the option to sell their homes through mortgage assumption on 
conventional and Rural Development loans, few borrowers elected this option due to the fact that 
conventional loan servicers had specific provisions regarding assumptions, and Rural Development loans 
required loan liability was maintained after assumption. 
 
Please note that assumptions will continue to be allowed on Federal Housing Administration (FHA) and 
Veterans Administration (VA) mortgage loans as this is required in the underlying mortgage product. 
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national origin, sex, religion, marital status, status with regard to public 
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the provision of services. 
 
An equal opportunity employer. 
 
This information will be made available in alternative format upon request. 
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Introduction 

Mission Statement 
Minnesota Housing finances and advances housing opportunities for low and 
moderate income Minnesotans to enhance quality of life and foster strong 
communities. 
 
Background 
The Minnesota Housing Finance Agency (“Minnesota Housing”) was created 
in 1971 by the Minnesota Legislature. 
 
Minnesota Housing offers programs funded with mortgage revenue bonds 
(“MRB”) to finance the purchase of new and existing homes by low and 
moderate income Borrowers.  Under the Mortgage Backed Securities (“MBS”) 
MRB Program the Master Servicer purchases closed loans originated by 
private lenders under prescribed program requirements. 
 
Minnesota Housing also provides financial assistance to potential Borrowers 
who need entry cost assistance to make homeownership possible. 
 
Procedural Manual 
This Procedural Manual sets forth for lenders the terms and conditions under 
which the Master Servicer will purchase mortgages under Minnesota 
Housing’s MBS MRB and Homeownership Assistance Fund (“HAF”) programs. 
 
Mortgage Revenue Bond Programs 
Minnesota Mortgage Program (“MMP”) 
Low interest First-Time Homebuyer loans offered throughout Minnesota to 
low and moderate income Borrowers through local participating lenders. 
 
Community Activity Set Aside Program (“CASA”) 
Low interest First-Time Homebuyer loans available throughout Minnesota 
under special targeted initiatives with specific participating lenders.   
 
Entry Cost Assistance Programs 
Homeownership Assistance Fund:  (See Chapter 5) 

• HAF Entry Cost Assistance provides funds to assist Borrowers with down 
payment and/or closing costs.  

• Interest free deferred loans. 
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Home Homeowner Entry Loan Program (HOME Help):  (see separate HOME 
Help Manual) 

• Interest free deferred loans to bridge affordability gaps and promote 
successful homeownership by providing down payment and closing cost 
assistance to eligible: 
◊ Participating CASA initiative Borrowers.  
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Chapter 1 – Lender Responsibilities and Warranties 

1.01 Procedural Manual 
This Procedural Manual, including subsequent changes and additions, is a 
supplement to the Participation Agreement for Minnesota Housing Single 
Family Mortgage Backed Securities Mortgage Revenue Bond Programs, as 
amended or supplemented (hereinafter referred to as the Participation 
Agreement) for Minnesota Housing mortgage programs executed between 
the Lender, the Master Servicer and Minnesota Housing.  It is incorporated 
into such Participation Agreement by reference and is a part thereof as fully 
as if set forth in such Participation Agreement at length. 
 
Minnesota Housing reserves the right to: 

• Change the program interest rate or rates at any time at its sole 
discretion; 

• Alter or waive any of the requirements herein; 
• Impose other or additional requirements;  
• Rescind or amend any or all materials effective as of the date of issue 

unless otherwise stated; and, 
• Grant waivers, alterations or make revisions at its sole discretion 

 
1.02 Evidence of Misconduct Referred to Attorney General 

• Minnesota Housing will refer any evidence of fraud, misrepresentation, or 
other misconduct in connection with the operation of these programs to 
the Minnesota Attorney General’s office for appropriate legal action. 

• If, after a loan is made, a Lender discovers any material misstatements or 
misuse of the proceeds of the loan by the Borrower or others, the Lender 
shall promptly report such discovery to Minnesota Housing and the Master 
Servicer. 

• Minnesota Housing, or the Master Servicer, or both, may exercise all 
remedies available to them under the Participation Agreement or 
otherwise, both legal and equitable, to recover funds from the Lender 
and/or the Borrower.  This includes repayment of loan funds, together 
with all applicable administrative costs and other fees or commissions 
received by the Lender in connection with the loan and reimbursement of 
all attorney fees, legal expenses, court costs or other expenses incurred 
by Minnesota Housing in connection with the loan or recovery thereof. 
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1.03 Disclosure and Use of Social Security 
Number/Minnesota Tax Identification Number 

The Minnesota Revenue Recapture Act (Minnesota Statutes, Sections 
270A.01 to 270A.12, as amended) allows the disclosure of the Borrower’s 
Social Security Number or Minnesota Tax Identification Number to the 
Minnesota Department of Revenue.  This could result in the application of 
state tax refunds to the payment of any delinquent indebtedness of the 
Borrower to Minnesota Housing. 
 
1.04 Unauthorized Compensation 
Lender may receive fees approved in this Procedural Manual. However, 
Lender shall not receive or demand from realtor/builder/Property 
Seller/Borrower: 

• Kickbacks; 
• Commissions; or 
• Other compensation. 

 
1.05 Minnesota Housing Due Diligence Audit Guidelines 

and Requirements 
The Lender is required to keep on file a complete copy of documents for 
each loan originated for purchase by the Master Servicer.  A loan file may be 
requested to be made available to Minnesota Housing at the Lender’s 
Minnesota office during regular business hours or a copy forwarded to 
Minnesota Housing for review.  Loan audits will include, but are not limited 
to, a minimum of 10% of all loans purchased by the Master Servicer. 
 
Audited loans are reviewed for: 

• Mortgage revenue bond law compliance; 
• Minnesota Housing program/policy compliance; 
• Fraud or misrepresentation on the part of any party involved in the 

transaction; and 
• Trends and/or other indicators that may have an impact on the financial 

viability of the program in part or in whole. 
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1.06 Termination of Lender Participation 
Minnesota Housing may terminate the participation of any Lender under the 
Programs at any time and may preclude Lender’s future eligibility for 
reasons including, but not limited to, nonconformance with: 

• This Procedural Manual; 
• The Participation Agreement; 
• The Master Servicer’s Lender Guide; 
• The Federal Fair Housing Law and/or the Equal Credit Opportunity Act; 
• Any federal or state laws or acts that protect the Borrower’s rights with 

regard to obtaining financing for homeownership; and 
• Other applicable state and federal laws, rules and regulations. 

 
Upon termination of a Lender’s contract the Master Servicer will continue to 
purchase eligible loans for which a commitment has been issued, until the 
commitment expiration date. 

• Minnesota Housing will not refund participation fees to the Lender. 
• Minnesota Housing may, at its option, impose remedies other than 

termination of the contract for Lender nonperformance. 
• Lender may request reinstatement into Minnesota Housing programs.  

The decision to reinstate a Lender shall be at Minnesota Housing’s and/or 
the Master Servicer’s sole discretion. 

 
1.07 Covenants 
The Lender agrees to comply with all applicable federal, State, and local 
laws, ordinances, regulations and orders, including but not limited to the 
following as then in effect (and any applicable rules, regulations and orders 
thereunder): 

• Title VI of the Civil Rights Act of 1964; 
• Title VII of the Civil Rights Act of 1968, as amended by the Housing and 

Community Development Act of 1974; 
• Section 527 of the National Housing Act; 
• Equal Credit Opportunity Act; 
• Fair Credit Reporting Act; 
• Executive Order 11063, Equal Opportunity in Housing, issued by the 

President of the United States on 11/20/62; 
• Federal Fair Housing Act (Title VIII of the Civil Rights Act of 1968); 
• Minnesota Human Rights Act – Minnesota Statutes Chapter 363A; 
• Data Privacy  - Minnesota Statutes Chapter 13 and Section 462A.065; 
• Minnesota S.A.F.E. Mortgage Licensing Act of 2010 – Minnesota Statutes 

Chapters 58 and 58A; 
• Americans with Disabilities Act; 
• Fair and Accurate Credit Transactions Act; 
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• National Flood Insurance Act; 
• Truth In Lending Act; 
• Home Mortgage Disclosure Act 
• Anti Predatory Lending Act; 
• USA Patriot Act 
• Bank Secrecy Act; 
• Anti-Money Laundering and Office of Foreign Assets Control Policy; 
• Internal Revenue Code of 1986, Section 6050H; and 
• Real Estate Settlement and Procedures Act of 1974.  

 
In addition to the above-listed covenants, Lender will have examined: 

• The Borrower’s federal income tax returns or other appropriate 
documentation and warrants that the Borrower has not had an ownership 
interest in a Principal Residence during the three years previous to the 
date of the mortgage; 

• The Property Seller Affidavit and has determined the facts stated therein 
are true and correct; and 

• The Borrower Affidavit and has determined the facts stated therein are 
true and correct. 

• The Lender also agrees that the person who confirms on HDS SF Web 
Application the Lender Representations and Warranties on behalf of the 
Lender is fully conversant with the Master Servicer’s requirements, 
Minnesota Housing program requirements, the underlying loan product 
and insurer/guarantor requirements and has the authority to legally bind 
the Lender; and Lender has complied with all terms, conditions and 
requirements of the Participation Agreement and this Procedural Manual 
and the Master Servicer’s Lender Guide unless those terms, conditions 
and requirements have been specifically waived by Minnesota Housing or 
the Master Servicer, as applicable, in writing. 

 
1.08 Lender Compensation 
Lender is compensated for each loan purchased by the Master Servicer as 
follows: 

• Origination fee collected from the Borrower in accordance with RESPA; 
• Service release premium of 1% of the purchase price paid by the Master 

Servicer. 
 
1.09 Annual Renewal Requirements and Fees 

• Annual renewal fee of $500.  
• Minnesota Housing may adjust the annual renewal fees at any time at its 

discretion. 
• Lender must meet the minimum loan volume requirements as specified 

by Minnesota Housing. 
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Chapter 2 - Borrower Eligibility 

2.01 Borrower 
One individual or multiple individuals are eligible to be a Borrower(s) only if 
such individual or individuals meet the requirements of this Procedural 
Manual. 
 
2.02 Borrower Age 
Borrower must be 18 years of age or older or have been declared 
emancipated by a court having jurisdiction. 
 
2.03 Co-Signers 
Non-occupant co-signers are not allowed on first mortgage loans.  All 
Borrowers must occupy the property as their primary residence. 
 
2.04 Unauthorized Compensation 
Borrower shall not receive kickbacks, rebates, discounts, and/or 
compensation from any subcontractor, realtor or Property Seller. 
 
2.05 Prior Homeownership - Three-Year Requirement 
A Borrower may not have had an ownership interest in a Principal Residence 
at any time during the three year period ending on the date of execution of 
the mortgage.  This requirement applies to any person who will execute the 
note, and will have a present ownership interest in the property being 
financed. 

• Present ownership interest includes: 
◊ A fee simple interest; 
◊ An individual tenancy, joint tenancy, a tenancy in common, or a 

tenancy by the entirety; 
◊ The interest of a tenant shareholder in a cooperative; 
◊ A life estate; 
◊ A leasehold estate or a leasehold estate subject to a Community 

Land Trust; 
◊ A land contract, under which possession and the benefits and 

burdens of ownership are transferred although legal title is not 
transferred until some later time; 

◊ An interest held in trust for the Borrower (whether or not created 
by the Borrower) that would constitute a present ownership interest 
if held directly by the Borrower; 

◊ Vendee interest in a contract for deed; or 
◊ An ownership interest in a mobile home that is taxed as real estate. 
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• Interests that do not constitute a present ownership interest include:  
◊ Remaindermen interest; 
◊ An ordinary lease with or without an option to purchase; 
◊ A mere expectancy to inherit an interest in a Principal Residence; 
◊ The interest that a purchaser of a residence acquires on the 

execution of an accepted offer to purchase real estate; 
◊ An interest in other than a Principal Residence during the previous 

three years (e.g. recreational/seasonal home); or 
◊ An ownership interest in a mobile home which is not permanently 

attached to the land and is taxed as Personal Property 
◊ Pre-existing interest in the subject property.  

 
• Required Documentation - Tax Returns: 

◊ To verify that the Borrower meets the three-year requirement, the 
Lender must obtain copies of signed federal income tax returns filed 
by the Borrower for the three years immediately preceding 
execution of the mortgage documents (loan closing).  The Lender 
should examine the tax returns and the credit report for any 
evidence that the Borrower may have claimed deductions for 
property taxes or mortgage interest deductions on a primary 
residence.  The Borrower may also provide the Lender with an 
affidavit that he/she was not required to file an Income Tax Return 
during one or all of the preceding 3 years.  See Chapter 7 – 
Documentation Requirements for acceptable alternative formats of 
federal income tax returns. 

 
• Special Documentation for Current Ownership: 

◊ A Borrower with a current ownership interest in a residence within 
the most recent three year period must be able to provide evidence 
(e.g. copy of rental agreement/lease) showing that they have not 
lived in the dwelling during the most recent three year period. 

 
2.06 Principal Residence/Occupancy Requirement 
Borrower must intend to occupy the financed dwelling as a Principal 
Residence within 60 days after the closing of the loan.  A certification of the 
owner occupancy is to be made by the Borrower in the Borrower Affidavit. 
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2.07 Homebuyer Education 
Qualified Homebuyer Education1

• CASA Program 

 must be delivered in a classroom 
setting, be completed prior to closing and is required for borrowers 
securing Minnesota Housing financing under the following: 

• Fannie Mae HFA Preferred (Conventional). 
 
The above noted requirement will be satisfied when at least one borrower 
per household provides a certificate of completion. 
 
2.08 Credit Score 
If the Borrower’s credit score (score Lender’s underwriter uses to underwrite 
the loan) is less than 620, the Lender must identify appropriate 
compensating factors. 
 
2.09 Minnesota Housing Program Eligibility Income 
Gross annual household income is the gross annual projected

 

 household 
income as of the date of the mortgage application of all persons residing or 
intending to reside in a property from whatever source derived (with the 
exception of incidental income from after school employment of persons 
under 18 years of age) and before taxes or withholdings. 

The Minnesota Housing maximum gross household income cannot exceed 
the amounts listed on Minnesota Housing’s Website. 
 
Gross annual projected household income includes: 

• Salary, commissions, bonuses, tips, earnings from part-time 
employment; 

• Interest, dividends, gains on sale of securities; 
• Annuities, pensions, royalties; 
• Veterans Administration compensation, public assistance, social security 

benefits, unemployment compensation and sick pay; 
• Net rental income (including contract-for-deed income), income received 

from business activities or investments; 
• Alimony, child support; and 
• Estate or trust income. 

                                                 
1 Available courses are listed on the Homeownership Center website at:  http://www.hocmn.org 
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Non-borrowing Occupant: 
• The income of all occupants must be verified and considered for the 

purposes of determining whether the Minnesota Housing maximum 
income limits have been exceeded even if a non-borrowing occupant's 
income is not considered for credit underwriting purposes. 

 
2.10 Loans to Employees and Affiliated Parties 
Lender may make Minnesota Housing loans to their directors, officers, 
employees and/or their families as well as to builders, realtors and/or their 
families, and any other principal with whom the Lender does business.  
Minnesota Housing employees and/or their families are also eligible.  The 
Borrower must meet all eligibility criteria for the program.  
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Chapter 3 - Property Eligibility 

3.01 Eligible Properties 
Properties eligible for a loan under the Minnesota Mortgage Program must be 
located in the State of Minnesota and may include any of the following 
housing types: 

• A single-family detached residence; 
• A unit within an eligible Planned Unit Development (“PUD”); 
• An eligible unit of a condominium; 
• A duplex  (the borrower must occupy one unit of a duplex property AND 

the duplex property must have been a residence for at least five years 
prior to the date of the new mortgage,  i.e. not new construction or 
recently converted from non-residential use); 

• A manufactured home permanently affixed to a foundation and taxed as 
real property, financed with a government insured/guaranteed loan, and 
that meets the requirements outlined in Section 3.02 of this procedural 
manual; or, 

• A modular home built to state building codes and delivered to the site in 
modular sections. Modular homes are acceptable for all financing types, 
subject to loan product guidelines and the approval of the mortgage 
insurer/guarantor. 

 
3.02 Manufactured/Mobile Homes 
Homes built to Federal Manufactured Home Construction Safety Standards, 
administered by HUD.  The homes are built on wheeled chassis, which 
remain a basic structural element. 

• Manufactured/Mobile homes are acceptable only for government 
insured/guaranteed loan products if they meet the following 
requirements: 
◊ Foundation:  Permanently attached and anchored per manufacturer 

specifications to a basement, slab or footings to frost line; 
◊ Wheels, axles and trailer hitches must be removed; 
◊ Units must be assessed as real estate for property tax purposes; 

and, 
◊ Units must meet the requirements of the underlying loan product 

and the applicable insurer/guarantor. 
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3.03 Ineligible Properties 
Properties not eligible for financing are as follows: 

• A unit in a Cooperative Corporation or a limited equity Cooperative 
Corporation; 

• Recreational/seasonal home; 
• Single-wide mobile/manufactured home even if

• A property intended to be used as an investment property (except the 
rental of a second unit in a duplex); 

 permanently affixed to a 
foundation and taxed as real property; 

• A newly constructed duplex or a duplex converted from nonresidential use 
in the past five years;  

• A property where 15% or more of the total area of the property is used 
primarily in a trade or business in a manner which would permit the 
Borrower to take a deduction for any portion of the costs of the property 
for expenses incurred in connection with such trade or business use of the 
property on the Borrower’s federal income tax return.  For home day 
care, less than 15% of the property is used regularly and exclusively for 
the business; 

• Manufactured/Mobile homes financed with Fannie Mae HFA Preferred 
(conventional) loan product; or, 

• Newly constructed residences with private septic systems located within 
Anoka, Carver, Chisago, Dakota, Hennepin, Isanti, Ramsey, Scott, 
Sherburne, Washington and Wright Counties. 

 
3.04 Acquisition Cost Limit 
Acquisition Cost is the cost of acquiring an eligible property from the 
Property Seller as a completed residential unit.  The Acquisition Cost of a 
property may not exceed the amounts listed on Minnesota Housing’s 
Website. 
 
Acquisition Cost includes: 

• All amounts paid either in cash or in kind, by the Borrower (or by a 
related party for the benefit of the Borrower) to the Property Seller (or to 
a related party for the benefit of the Property Seller) as consideration for 
the property; 

• All amounts paid by or on behalf of the Borrower and required to 
complete or repair a residence whether or not the cost of such completion 
or repairs is to be financed with the proceeds of a Minnesota Housing loan 
(which may be agreed upon beyond the contractually provided purchase 
price); 

• The purchase price as well as all repair costs for FHA 203K Streamlined 
loans; 

• All land cost or land value as stated in New Construction Requirements 
Section 3.09; and 
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• All special assessments paid or assumed by the Borrower. 
 
Acquisition Cost does not

• Usual and reasonable closing or financing costs, or 
 include: 

• Any special assessments paid by the Property Seller. 
 
3.05 Appraised Value 

• The appraised value of the subject property may not exceed 125% of the 
applicable Acquisition Cost Limit.  

 
3.06 Personal Property 
Personal Property may not be financed or listed as part of the total 
Minnesota Housing purchase transaction between the Borrower and Property 
Seller.  Only permanently affixed property (fixtures) are eligible for 
financing. 
 
3.07 Excess Property 
The financing of a property may include only land necessary to maintain the 
“basic livability” of the dwelling. 

• The land being financed may not provide other than incidental income to 
the borrower;  

• The appraiser must state that the subject lot is not greater in size than 
other residential parcels in the community; 

• The land may not comprise more than one parcel or be eligible for legal 
subdivision unless the appraiser states that the land is commensurate in 
size with other residential parcels in the community, and the borrower 
must certify that he or she has no intention of selling or leasing any 
portion of the land being financed. 

 
3.08 Community Land Trusts 
If a property is located in a Community Land Trust (“CLT”), the CLT must 
meet the following requirements: 

• Borrower receives a full disclosure of their rights and obligations under 
the trust, including future limitations on sale; 

• Borrower has access to secondary mortgage market products; and 
• The terms and conditions of the CLT are compatible with the National CLT 

Network model and otherwise satisfactory to Minnesota Housing. 
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3.09 New Construction Requirements 
In addition

• A property located within Anoka, Carver, Chisago, Dakota, Hennepin, 
Isanti, Ramsey, Scott, Sherburne, Washington and Wright counties must 
be serviced by a regional waste water treatment center or by a treatment 
system owned and operated by a local unit of government; 

 to the property eligibility requirements already stated in this 
Procedural Manual, a New Construction property must meet the following 
requirements: 

• The land must be zoned for residential housing; 
• The land must not have been annexed within the previous calendar year; 
• The cost of land purchased within the 24 months prior to the date on 

which construction begins must be included in the Acquisition Cost;  
• The value of land, as determined by the appraiser, must be used to 

determine Acquisition Cost if the land was purchased more than 24 
months prior to the date on which construction begins or through a non-
arms length transaction;  

• Any temporary financing (i.e. construction loan, bridge loan, contract for 
deed) provided prior to the date of the loan closing may not exceed 24 
months in term; and 

• Land equity (the dollar value of the difference between land value/cost 
and the total amount the Borrower owes against the land) may be used 
by a Borrower only as a down payment; 

• A Certificate of Occupancy must be issued for the property prior to loan 
closing; and, 

• The Borrower may not act as the General Contractor. 
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Chapter 4 – Loan Eligibility 

4.01 Eligible Loans 
The Master Servicer purchases closed loans from Lenders under contract in 
Minnesota Housing mortgage loan programs.  The Lender must warrant that 
the following criteria have been met for each loan submitted for purchase. 

• Eligible loan products include: 
◊ Conventional loan products underwritten to the following: 

o Fannie Mae HFA Preferred  
 Approve/Eligible with DU. 
 Fannie Mae Expanded Approval Level 1/Eligible loans sold to 

the Master Servicer may be originated only under the CASA 
program. 

o Fannie Mae HFA Preferred Risk Sharing™  
 may be originated only under the Minnesota Mortgage 

Program and only by participating lenders that have fully 
executed the HFA Preferred Risk Sharing™ Supplement to the 
Participation Agreement. 

 Approve/Eligible with DU; and 
 Fannie Mae HFA Preferred Risk Sharing™ loans are not 

eligible for Expanded Approval. 
◊ FHA; 

o FHA 203K Streamlined loans may be originated under the MMP 
and/or the CASA Program. 

o FHA 203K Streamlined loans: 
o Lender must verify that the purchase plus repair funds remain 

within the current Acquisition Cost Limit (see 3.03 Acquisition Cost 
Limit) 

o Lender must use the Mortgage Loan Program FHA Streamlined 
203K Appliance Form if appliances are included in the transaction. 

o Lender must complete US Bank Home Mortgage MRBP 
Rehabilitation Loan Program Lender Approval Form. 
 

◊ VA; and, 
◊ RD. 

• Housing Choice Voucher loans may be originated only under the CASA 
Program.  All local, state and federal laws and regulations including those 
relating to affirmative action, fair housing, equal opportunity, truth-in-
lending and wrongful discrimination in residential housing have been met; 

• Minnesota Housing First-Time Homebuyer, program income and property 
acquisition requirements have been met; and 

• The loan must be originated and closed in, or assigned to, the name of 
the Lender that is a party to the Participation Agreement and that has 
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gained an Individual Commitment of funds from Minnesota Housing via 
the HDS SF Web Application. 

 
4.02 New Construction Requirements 
In addition

• Minnesota Housing funds are not used for temporary initial financing (e.g. 
interim or construction financing); 

 to the loan eligibility requirements already stated in this 
Procedural Manual, a New Construction property must meet the following 
requirements: 

• All sweat equity meets the requirements of the applicable loan product 
and insurer/guarantor, as well as the following: 
◊ Work was performed by the Borrower or members of a Borrower’s 

family, specifically, the Borrower’s brothers and sisters (whether by 
whole or half blood), spouse, or lineal descendants; 

◊ Individuals that perform the work must be qualified to do the 
specific type of work; 

◊ The maximum dollar amount of the sweat equity does not exceed 
$5,000; 

◊ Sweat equity is not a part of Acquisition Cost; and, 
◊ Sweat equity includes only the value of work and not the cost of 

materials. 
 
4.03 Ineligible Loans 
Ineligible loans include but are not limited to loans originated/underwritten 
as follows: 

• Expanded Approval Levels 2 and 3 under Fannie Mae’s Desktop 
Underwriter; and, 

• Caution A-Minus Eligible Levels 1, 2, 3, 4 and 5 under Freddie Mac’s Loan 
Prospector. 

 
4.04 Subsidy Recapture Disclosure 
Federal law requires that all loans funded by mortgage revenue bonds be 
subject to subsidy recapture regulations.  Subsidy recapture enables the 
federal government to collect some of the subsidy realized by Borrowers 
from the interest rate differential resulting from the mortgage revenue bond 
financing. 
 
Such subsidy is collected through the payment of income taxes to the 
Internal Revenue Service upon sale or disposition of the Borrower’s home.  
Recapture applies, in varying degrees, only within the first nine years of the 
loan and is only required from Borrowers whose household income increases 
significantly during the recapture period and that make a gain on the sale of 
their home. 
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To ensure understanding and disclosure of subsidy recapture, Lenders must: 
• Explain subsidy recapture to the Borrower at the time of loan application; 

and 
• Require the Borrower to sign the completed Subsidy Recapture Disclosure 

Statement at closing. 

Board Agenda Item: 9.A.(2) 
Attachment: Program Procedural Manual with Changes

Page 37 of 84



 

18 │ Mortgage Loan Program Procedural Manual: MBS 05/01/201205/29/2012 

4.05 Interest Rate/Amortization Requirements 
Minnesota Housing requires the loan: 

• Have a fixed rate; and 
• The loan amount is fully amortized over the term of the loan by level 

installments of principal and interest payable on the 1st of each month. 
 
4.06 Mortgage Term 
Loans must have a 15-year or 30-year term. 
 
4.07 Loan Mortgage Insurance Coverage 

• Loans with a loan-to-value ratio in excess of 80% must be 
insured/guaranteed by a mortgage insurer that is acceptable to Minnesota 
Housing, including: 
◊ Federal Housing Administration (FHA); 
◊ Veteran’s Administration (VA); 
◊ Rural Development (RD); or 
◊ Fannie Mae HFA Preferred (Conventional loan with private mortgage 

insurance (PMI). 
◊ Fannie Mae HFA Preferred Risk Sharing™ loans with a loan-to-value 

ratio in excess of 80% are not required to have private mortgage 
insurance coverage. 

 
4.08 Private Mortgage Insurance Companies – Minimum 

Requirements 
All private mortgage insurance companies must: 

• Be licensed to do business in the State of Minnesota; and 
• Maintain a rating of A2 from Moody’s Investor Services and AA from 

Standard and Poors Corporation at the time the mortgage loan is 
purchased by the Master Servicer, or possess Fannie Mae and Freddie 
Mac approval. 

 
4.09 Refinancing of an Existing Mortgage 
Minnesota Housing does not allow the refinancing of an existing loan unless 
the loan is used to replace or refinance temporary initial financing that has 
an original mortgage term of 24 months or less such as: 

• Construction or interim loans; or 
• Bridge loans or gap loans. 
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4.10 Settlement/Closing Costs 
Settlement/closing costs, fees or charges the Lender collects from any party 
in connection with any loan must: 

• Comply with Minnesota law; 
• Meet all requirements of the insurer/guarantor; 
• Not exceed an amount deemed usual or reasonable for the type of 

transaction being closed (e.g. FHA, VA); 
• Not exceed the actual amounts expended for any item (e.g. credit report, 

appraisal); and 
• Ensure the Borrower does not pay more than a pro-rata share of property 

taxes. 
 
4.11 Junior Liens/Community Seconds 
All junior liens/community seconds (including resale restrictions) used in 
conjunction with a Minnesota Housing loan must comply with the following: 

• All requirements of the applicable first mortgage loan product and 
insurer/guarantor; 

• The junior lien with the larger loan amount takes prior position (2nd 
position) if combined with HAF; 

• Junior liens do not reduce Acquisition Cost; 
• A Borrower may receive cash back at closing from junior lien proceeds 

only when the cash back represents a refund of the Borrower’s own 
investment as allowed by the first mortgage product; and 

• Minnesota Housing requires full disclosure of any and all junior liens. 
 
4.12 Non-Complying Loans 
Minnesota Housing and/or the Master Servicer shall have the right to take 
one or more of the following actions in the event a Lender submits a 
mortgage loan that does not, as determined by Minnesota Housing or the 
Master Servicer, comply with the requirements of this Procedural Manual: 

• Adjust the purchase price of the non-complying loan; 
• If not already purchased, refuse to purchase the loan; 
• If already purchased, require the Lender to repurchase the loan for the 

purchase price; 
• Terminate, suspend, or otherwise limit the Lender’s Participation 

Agreement with Minnesota Housing and/or the Master Servicer;  
• Preclude the Lender from future participation in Minnesota Housing 

programs. 
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4.13 Repurchase of Loans 
The Participation Agreement between Minnesota Housing, the Master 
Servicer and the Lender contains the following repurchase language: 
In the event that the Lender fails to observe or perform any covenant or 
condition in this Participation Agreement, the Manual, or the Servicer Guide, or 
in the event that any warranty made by the Lender is determined by Minnesota 
Housing or the Master Servicer to be untrue, then Minnesota Housing or the 
Master Servicer or both shall be entitled to all remedies, at law or in equity, 
including but not limited to: (i) the right to tender Mortgage Loans to the 
Lender for repurchase as set forth in the Manual, the Servicer Guide and in this 
Section 12; (ii) the right to rescind acceptance of this Participation Agreement; 
(iii) the right to seek equitable relief by way of injunction (mandatory or 
prohibitory) to prevent the breach or threatened breach of any of the provisions 
of this Participation Agreement, or to enforce the performance thereof; (iv) the 
right to seek damages, including consequential damages, arising by virtue of 
Minnesota Housing's sale of its debt securities in reliance on the Lender's 
performance of the provisions of this Participation Agreement, and (v) the right 
to terminate this Participation Agreement; provided, however, that such 
termination shall not diminish the rights of Minnesota Housing or the Master 
Servicer specified herein or in the Manual or the Servicer Guide. All such 
remedies shall be cumulative, and the exercise by Minnesota Housing or the 
Master Servicer of any one or more of them shall not in anyway alter or 
diminish the right of Minnesota Housing or the Master Servicer to any other 
remedy. The Lender acknowledges that Minnesota Housing or the Master 
Servicer may not become aware of a default hereunder by the Lender until a 
substantial period of time after such default has occurred and any related 
Mortgage Loans have been submitted to and purchased by the Master Servicer, 
and the Lender agrees that any such delay shall not be grounds for a claim of 
laches. 
 
The Lender hereby agrees to repurchase any Mortgage Loan sold to the Master 
Servicer pursuant to this Participation Agreement, at any time during the life of 
such Mortgage Loan, upon the occurrence of any of the following events: 

• The Master Servicer has evidence of any violations of any rule, regulation, or 
requirement of Minnesota Housing, the Master Servicer or of any of the 
following: the Federal Housing Administration (“FHA”), Veterans 
Administration (“VA”), Rural Housing (“RHS”), the Federal Home Loan 
Mortgage Corporation (“Freddie Mac”), the Federal National Mortgage 
Association (“Fannie Mae”), the Government National Mortgage Association 
(“GNMA”) or any other purchaser or guarantor of Mortgage Loans. 

• Any false statement, misstatement, or act or omission of material fact 
contained in the Mortgage Loan documentation  resulting from the Lender’s 
negligence or failure to exercise due diligence as disclosed by actual 
inspection by the Master Servicer or its representative, or otherwise 
disclosed. 

Board Agenda Item: 9.A.(2) 
Attachment: Program Procedural Manual with Changes

Page 40 of 84



 

21 │ Mortgage Loan Program Procedural Manual: MBS 05/01/201205/29/2012 

• The Lender fails to obtain FHA insurance, a VA guaranty or Rural 
Development guaranty or appropriate private mortgage insurance, or if such 
insurance or guaranty lapses or for any reason becomes unavailable, as a 
result of any negligent act or omission by the Lender, or the failure by the 
Lender to obtain such insurance or guaranty within 90 days from the date of 
purchase. 

• The Master Servicer is required to repurchase any Mortgage Loan sold or 
pledged by it to GNMA, Fannie Mae, Freddie Mac or any other purchaser or 
guarantor, by reason of the Lender’s negligence or failure to exercise due 
diligence or a deficiency in or omission with respect to the documents, 
instruments, and agreements, pertaining to any Mortgage Loan. 

• The Master Servicer has evidence that any representation or warranty made 
by the Lender under this Participation Agreement with respect to any 
Mortgage Loan is, in whole or in part and with or without knowledge of the 
Lender, false at the time when made by the Lender or becomes false upon 
the occurrence of subsequent events. 

• Any material fraud, misrepresentation or act or omission with respect to the 
information submitted on a particular Mortgage Loan is determined to exist 
by the Master Servicer, Minnesota Housing, FHA, VA, RHS, Freddie Mac, 
Fannie Mae, GNMA or any other purchaser or guarantor of the Mortgage 
Loan. This includes, but is not limited to, mortgagor or other third party 
fraud or misrepresentation, and any misrepresentation of the mortgagor’s 
income, funds on deposit or employment, or of the occupancy status of the 
mortgaged residence. 

• The Lender’s breach of any covenant or obligation to the Master Servicer 
with respect to the Mortgage Loan under this Participation Agreement, the 
Master Servicer Guide or the Manual. 

• The repurchase price for any Mortgage Loan that the Lender is required to 
repurchase from the Master Servicer shall be an amount equal to the then 
unpaid principal balance of the Mortgage Loan on the date of repurchase, 
plus accrued interest, any premium paid to the Lender upon purchase of the 
Mortgage Loan, and direct expenses (including attorney’s fees) incurred by 
the Master Servicer for any actions taken by it concerning, as a result of, or 
in connection with, any of the events or circumstances set forth herein as 
cause for repurchase.  The Master Servicer’s exercise of its right to have the 
Lender repurchase any Mortgage Loan hereunder, shall be in addition to, 
and not in lieu of, any other rights or remedies which the Master Servicer 
may have against the Lender hereunder or applicable law. 

 
The HFA Preferred Risk Sharing™ Supplement to the Participation Agreement 
relating to HFA Preferred Risk Sharing™ Loans contains additional provisions 
relating to the obligation of the Lender to repurchase such loans. 
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4.14 Indemnification 
The Lender shall protect, indemnify, and hold harmless the Master Servicer and 
Minnesota Housing and their respective members, officers, employees and 
agents (the “Indemnified Parties”) from, and in respect of, any and all losses, 
liabilities, reasonable costs, and expenses (including attorneys’ fees) that may 
be incurred by the Indemnified Parties with respect to, or proximately resulting 
from, any breach of, any representation, warranty, or covenant of the Lender 
under the Participation Agreement.  The Servicer and Minnesota Housing shall 
be entitled to rely upon the Lender as assembler and preparer of all Mortgage 
Loan documents and are under no duty whatsoever to investigate or confirm 
any of the information set forth therein as to its honesty, accuracy, or 
completeness. The Lender hereby further agrees to indemnify and hold 
harmless the Indemnified Parties from any claim, loss or other damage, 
including reasonable attorneys’ fees, resulting in whole or in part from any 
inaccuracy or incompleteness in the Mortgage Loan documents or any act or 
omission by the Lender, its agents and employees, including but not limited to 
failure to comply with applicable state, federal and local statutes or regulations. 
To the extent the Lender, its agents or employees, commits an actual wrong, or 
makes some error or omission in the preparation of any Mortgage Loan or its 
documents and as a result thereof, and based thereon, any Indemnified Party 
commits an act or omission for which it becomes liable to the Mortgagor(s) or 
any third party and/or a claim or cause of action is instituted against an 
Indemnified Party, the Lender hereby further agrees to indemnify and hold 
harmless the Indemnified Parties from any such loss or damage, including 
reasonable attorneys’ fees, resulting therefrom. 
 
4.15 Refund of Service Release Premiums 
• If any Mortgage Loan is prepaid in full within three months following the 

date of purchase by the Master Servicer, from the Lender, the Lender shall 
refund to the Master Servicer all service release premiums received from 
the Master Servicer with respect to that Mortgage Loan. 

• If any Mortgage Loan, underwritten by the Lender, becomes  delinquent for 
any of the first three scheduled monthly payments due the Master Servicer, 
and is not brought current by the borrower within 90 days of delinquency, 
the Lender shall refund to the Master Servicer all service release premiums 
received from the Master Servicer with respect to that Mortgage Loan plus 
an additional fee of $1,000 on Fannie Mae HFA Preferred (Conventional) 
loans and $3,000 on Government loans (FHA, VA and RD). 
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Chapter 5 – Special Assistance Programs 

5.01 Community Activity Set Aside Program 
CASA loans must meet the loan requirements of the Minnesota Mortgage 
Program and the requirements of the CASA Initiative. 
 
All CASA borrowers must provide proof of completion of Qualified 
Homebuyer Education2

 
. 

In addition to the loan terms available under MMP, CASA also allows:  
• Expanded Approval® Loans (Levels I per Fannie Mae product 

guidelines); 
• Housing Choice Voucher loans.  

 
Lender is responsible to determine that an individual Borrower meets the 
CASA Initiative’s requirements. 
 
5.02 Housing Choice Voucher (HCV) Homeownership 

Program 
The HCV Homeownership Program allows HUD Section 8 recipients to use 
their voucher subsidy to meet monthly homeownership expenses.  
Minnesota Housing allows the combination of the HCV subsidy with loans 
sold to the Master Servicer only under the CASA program. 
Lenders originating loans with a HCV subsidy must service the loans prior to 
purchase by the Master Servicer in compliance with this Procedural Manual.  
This involves collecting a portion of the monthly payment from the borrower 
and a portion of the monthly payment from the public housing authority. 
HCV recipients are eligible to receive HAF ECA. 
 
5.03 Homeownership Assistance Fund 
The Homeownership Assistance Fund  (HAF) program provides assistance 
up to a maximum of $3,000 for MMP Borrowers and $4,500 for CASA 
Borrowers in an interest free, deferred loan. 
 
Entry Cost Assistance (ECA) is available in increments of $1,000 up to the 
Program maximum to pay for eligible entry cost expenses, including down 
payment and customary buyer closing costs. 
 
 
 

                                                 
2 This requirement is satisfied when at least one borrower in the household submits a certificate 

of completion 
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HAF loans are available only in conjunction with a first mortgage loan 
purchased by the Master Servicer under a Minnesota Housing Mortgage 
Revenue Bond program. 
 
HAF loans are not permitted in conjunction with a Minnesota Housing Loan 
delivered to the Master Servicer under the HFA Preferred Risk Sharing™ 
program.  
 
 
5.04 HAF Borrower Eligibility 
The Borrower must meet at least one of the following criteria: 

• Be purchasing a home in an MMP Spotlight Area (see MMP Spotlight 
Areas

◊ A Low-Income Census Tract; or, 

 in the Resources section of the Minnesota Housing Mortgage Loan 
Program Forms webpage).  A home in an MMP Spotlight area is located 
in either: 

◊ A High Need Zip Code;  
• Earn less than 60% of area median income tiered by household size (see 

HAF Income Limits on Minnesota Housing’s website); or, 
• The first mortgage is sold to the Master Servicer under the CASA 

program. 
 

• If the Borrower(s) have a credit score, the credit score the Lender’s 
underwriter uses to underwrite the loan must be at least 620; 

Minimum Credit Score: 

• If no Borrower(s) have credit scores, alternative credit suggesting a 
prudent a underwriting risk must be developed; and, 

• If one Borrower has a credit score of at least 620 but the other 
Borrower(s) does not have a credit score, the question of whether 
alternative credit must be developed for the Borrower(s) without a score 
is deferred to the underlying loan product guidelines.   

 
Cash Investment

 

: A minimum cash investment of $1,000, including 
prepaids, is required.  The cash investment must come from the Borrower’s 
assets and may not be a gift, grant, or sweat equity contribution. 

Asset Limit: A Borrower’s liquid assets after closing are limited to the 
greater of six months principal, interest, taxes, and insurance or $5,000. 
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5.05 HAF Loan Requirements 
• A Borrower may receive cash back at closing only when the cash back 

represents a refund of the Borrower’s investment (reflected on HUD-1 as 
paid outside of closing) and the first mortgage product and 
insurer/guarantor allows the replenishment/reimbursement/refund. 

• HAF loans may be combined only with Minnesota Housing First-Time 
Homebuyer loan products with a 30-year term. 

• HAF is a deferred payment loan.  The Borrower must repay the loan in 
full when, among other things: 
◊ The maturity date of the HAF loan is reached; 
◊ The property is sold or transferred; 
◊ The first mortgage is paid in full, upon a refinancing or otherwise; 
◊ The first mortgage is in default or becomes or is declared to be due 

and payable in full, or 
◊ At such time as the property is no longer owner-occupied by the 

Borrower. 
 

• HAF is a junior lien. 
• A HAF loan cannot be assumed or subordinated. 

 
5.06 HAF Lender Warranties 
In addition

• Borrower’s cash investment is paid from Borrower’s out of pocket funds; 

 to the warranties stated in Section 1.07 Lender warrants the 
following: 

• Borrower liquid asset reserves after closing are not more than the 
greater of 6 months’ PITI or $5,000; and 

• HAF monies received by Borrower are being applied to the transaction 
and verified through the HUD-1 closing statement. 
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Chapter 6 – Commitment/Disbursement 

Minnesota Housing funds a variety of programs and initiatives and reserves 
the right to establish limits for any program and/or initiative during any 
business day as listed: 

• A maximum dollar amount of money a Lender may commit; or 
• A maximum number of Individual Commitments a Lender may commit. 

 
Lender may commit funds on a first-come, first-served basis.  Fund balances 
and current interest rates are available on the Minnesota Housing website or 
by logging into the HDS SF Web Application. 
 
Individual Commitments are to be considered as “forward commitments” by 
the Lender.  It is expected that the loan will be submitted to gain a Purchase 
Approval status via the HDS SF Web Application. 
 
6.01 Requesting a Commitment 
Once the Lender has determined that a Borrower meets the loan 
requirements, an Individual Commitment of funds is requested through 
Minnesota Housing’s HDS SF Web Application. 
 
Requests for a Commitment that meets the eligibility requirements in the 
Procedural Manual will be authorized electronically. 
 
The Commitment period extends from the date of electronic commitment 
until the date of the arrival of the closed loan package at the Master 
Servicer’s place of business. 
 
Commitments for existing properties with no fees

 

 are available to 
participating Lenders for 75 days.  At day 76 and then again at day 106 an 
extension fee of ½ of 1% will be discounted at loan purchase.  Lender may 
not charge the Borrower for the extension fees.  All Commitments will be 
automatically cancelled at day 136.  (See chart below.) 

Commitments for New Construction properties with no fees

  

 are available to 
participating Lenders for 115 days.  At day 116 and then again at day 146 
an extension fee of ½ of 1% will be discounted at loan purchase.  Lender 
may not charge the Borrower for the extension fees.  All Commitments will 
be automatically cancelled at day 176.  (See chart below). 
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Construction 
Type 

Free 
Commitment 

Period 

First 
Extension 

Terms 

Second 
Extension 

Terms 

Cancellation 

Existing 
Construction 

75 days At day 76 a 
fee of .50% 
is assessed 

At day 106 a 
fee of .50% 
is assessed 

Day 136 

New 
Construction 

115 days At day 116 a 
fee of .50% 
is assessed 

At day 146 a 
fee of .50 is 
assessed 

Day 176 

 
Loans must meet eligibility requirements and gain a status of Purchase 
Approval via the HDS SF Web Application within the timeframes specified 
above. 
 
6.02 Modifying a Commitment 

• Any change to a Commitment must meet eligibility requirements and 
must be submitted via the HDS SF Web Application to qualify. 

• Any qualifying Commitment change will not alter the commitment period 
of the original commitment. 

• A change of Borrower or property on the Commitment will not be allowed. 
• An increase in Loan Amount will be allowed if funds are available. 

 
6.03 Canceling a Commitment 
Minnesota Housing requires Lender to cancel any Commitment that will not 
be used for the specified loan.  Any Lender that cancels an existing 
commitment may not re-commit the same loan within the first 90 days 
following cancellation of the commitment. 
 
6.04 Transfer of Individual Commitments 
Lender may not transfer commitments to another Lender.  Minnesota 
Housing may, in its discretion, transfer a Commitment to another Lender 
under the following conditions: 

• Lender requests in writing a transfer of the Commitment to different 
Lender and documents the reason; and 

• Original Lender must transfer and/or assign case documents to the new 
Lender. 

 
6.05 Duplicate Borrower Commitments 
Lender may not cancel an Individual Commitment and subsequently 
recommit funds for the same Borrower/property in order to obtain more 
favorable Commitment terms. 
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6.06 Purchase Approval 
Purchase Approval obtained from the HDS SF Web Application confirms on a 
preliminary basis that a loan meets bond compliance and Agency guidelines, 
subject to Quality Control audit review or other investigation. 
 
6.07 Hold Fees (Incomplete Purchase Packages) 
Minnesota Housing will allow a three-week period with no fees assessed, 
from the date of notification from the Master Servicer, for the Lender to cure 
any exceptions.  If the exception(s) remains outstanding beyond the three-
week period, fees in an amount equal to .125% of the loan amount will 
accrue each week until the exception is cured.  The purchase price of the 
loan at the time of purchase by the Master Servicer will be discounted in an 
amount equal to the accrued fees due.  
 
6.08 Master Servicer Loan Purchase/Disbursement of 

Funds 
The Master Servicer will purchase and disburse funds for all loans that have 
closed, attained the Purchase Approval stage on Minnesota Housing’s SF 
Web Application and meet Master Servicer purchase criteria. 
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Chapter 7 – Documentation Requirements 

7.01 Loan Processing and Closing 
All loans submitted to Minnesota Housing for approval must meet the 
following requirements: 

• Loans must be closed and disbursed prior to requesting Minnesota 
Housing loan Purchase Approval via the HDS SF Web Application. 

• Lender must follow all mortgage industry regulatory and compliance 
provisions throughout the processing of the loan. 

• All loan documents must be industry standard and meet the requirements 
of the Master Servicer, the underlying loan product and the 
insurer/guarantor, as applicable. 

• All loan documents must be complete, accurate and reviewed by the 
Lender at the various and appropriate stages of the loan. 

• For loans underwritten utilizing industry standard automated underwriting 
systems, Minnesota Housing requires full documentation when verifying 
income and assets to confirm Minnesota Housing eligibility. 

• Minnesota Housing or industry-standard forms may not be altered in any 
way other than to add a company name and logo. 

• The loan must be originated and closed in, or assigned to, the name of 
the Lender that is a party to the Participation Agreement and that has 
received an Individual Commitment of Funds from Minnesota Housing. 

• All mortgage assignments must run directly from the Lender to the 
Master Servicer. 

• Lender must submit final documents to the Master Servicer within 120 
days of Master Servicer’s loan purchase. 

 
7.02 Minnesota Housing Documentation/Delivery 

Requirements 
The Master Servicer provides the Delivery Checklist form detailing specific 
documentation/delivery requirements.  Lender must fully execute and 
deliver documents within designated timeframes.  In addition, Lenders must 
specifically warrant the following: 

• Borrower Affidavit has been signed, and duly notarized, by each Borrower 
who signs the note and intends to reside in the property as their Principal 
Residence. 

• Lender has obtained, and reviewed, applicable documentation to 
determine compliance with the certifications on the Borrower Affidavit as 
it pertains to the mortgage revenue bond First-Time Homebuyer 
requirements. 
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• Documentation includes, but is not limited to: 
◊ Signed Federal income tax returns (IRS Form 1040 and all its 

versions) for the preceding 3-year period; or, 
◊ The computer generated form for electronically filed returns 

showing the line numbers and all corresponding entries; or 
◊ A letter from the IRS indicating the type of tax return filed and the 

significant line entries from the return. 
 

• Lender has obtained a signed, written explanation from any Borrower if 
there is any indication that the Borrower has had an ownership interest in 
a primary residence within the past three years.  Any such interest must 
be documented and verified to provide reasonable assurance that there 
was no actual ownership in a primary residence. 

• Property Seller Affidavit has been signed, and duly notarized, by those 
persons conveying the residence and/or land to the Borrower. 

• Lender has reviewed any and all contracts in connection with the 
residence sale transaction to ensure total compliance with this manual. 

• Subsidy Recapture Disclosure Statement has been completed and signed 
by each Borrower at closing. 

 
Documentation not delivered to the Master Servicer within the specified time 
frames, may result, at Minnesota Housing’s or the Master Servicer’s 
discretion, in the Lender being required to repurchase the loan, or any other 
remedy as identified in this Procedural Manual.  Minnesota Housing and/or 
the Master Servicer may also, at its discretion, extend the aforementioned 
timeframes.  
 
7.03 Records Retention 
Lender must retain any and all compliance documents (including compliance 
with Minnesota Housing program guidelines) as may be required by the 
Lender’s regulatory authority, the requirements of the underlying loan 
product and the requirements of the insurer/guarantor, as appropriate. 
 
Loan product and insurer/guarantor minimum and/or alternative 
documentation requirements does not relieve the Lender from the 
responsibility of acquiring and maintaining complete files, including any and 
all documents and materials as would customarily be required for servicing 
and/or loan audit. 
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Chapter 8 – Servicing 

8.01 Servicing 
Minnesota Housing may, at its discretion, subject to any contractual 
provisions between Minnesota Housing and the Master Servicer, change the 
Master Servicer. 
 
8.02 Lender Servicing Responsibilities 
Lender must complete the following loan servicing activities during the 
period from loan closing to Master Servicer purchase and

• Collect and apply all payments made.  All payments 

 subsequent to 
transfer of servicing. 

must

 

 be entered into 
the HDS SF Web Application. 

• Payments must include: 
◊ Monthly loan principal and interest; 
◊ 1/12th of annual property tax; 
◊ Mortgage insurance, if applicable; 
◊ Flood insurance, if applicable; 
◊ Hazard insurance (escrows); 
◊ Assessments, if applicable; 

 
• Maintain payment history indicating: 

◊ Breakdown of principal, interest and escrows; 
◊ Any principal repayments 
◊ Remaining principal balance of loan, and; 

 
• Collect any past due payments. 

 
8.03 Assumption/Due-On-Sale 
A Minnesota Housing loan financed with either a Conventional (HFA Preferred 
or HFA Preferred Risk Sharing) or Rural Development  loan product is due 
upon sale and may not be assumed. 
 
A Minnesota Housing loan financed with either a Federal Housing 
Administration (FHA) or Veteran’s Administration (VA) loan product may be 
assumed only by persons who: 

• At the time of the assumption, intend to occupy the property as their 
Principal Residence within 60 days of closing; 

• Have not had an ownership interest in a Principal Residence (other than 
the property being purchased with the proceeds of the loan) during the 

C
h
ap

ter 8
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three year period ending on the day the Borrower executed the loan 
application; 

• Do not have gross household income that exceeds the current Minnesota 
Housing limits (see Federal Purchase Price Limits – Assumption on 
Minnesota Housing’s Website); and 

• Are not purchasing or acquiring the residence at an Acquisition Cost that 
exceeds the current Minnesota Housing limits (see Federal Purchase Price 
Limits – Assumption on Minnesota Housing’s Website). 

 
Unless the loan is assumed in accordance with the above provisions, the loan 
is due upon sale or transfer of title. 
 
8.04 Hardship Policy – Homeownership Assistance Fund 

Loan 
Minnesota Housing has in place a hardship policy for its HAF loans that 
allows forgiveness either in part or whole if the Borrower is experiencing 
severe financial hardships that prevent him or her from paying back full 
indebtedness. 
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Appendix 

Definitions 

 
Forms List 
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Definitions 

All terms used in the Procedural Manual use mortgage industry standard 
definitions except for the following: 
 

Term Definition 

Acquisition Cost The cost of acquiring a completed 
residential unit (See section 3.04). 

Disabled 
Household 
Resident 

A Borrower, or household member, who 
has a permanent physical or mental 
condition, which substantially reduces 
the person’s ability to function in a 
residential setting.  If the disability does 
not require the use of a mobility device, 
the Borrower must provide a written 
licensed physician certification and 
description pertaining to the nature of 
the disability, or a Supplemental 
Security Income (SSI) award letter or 
Social Security Disability Insurance 
(SSDI) award letter. 

First-Time 
Homebuyer 

A Borrower who meets the requirements 
as stated in Section 2.05 of this 
Procedural Manual. 

High Need Zip 
Code 

A zip code identified by Minnesota 
Housing which has been impacted by 
high rates of foreclosures, delinquencies, 
and unemployment. 

Household of Color 
or Hispanic 
Ethnicity 

A household with at least one Borrower 
self-identified as belonging to at least 
one of the following Office of 
Management and Budget ethnic/racial 
categories: American Indian or Alaska 
Native, Asian, Black or African American, 
Hispanic or Latino Ethnicity; or Native 
Hawaiian or Pacific Islander. 

Individual 
Commitment 

A specific legal commitment of funds 
with specific terms and conditions for 
use by a specific Borrower purchasing a 
specific property. 

 

  

D
efin

ition
s 
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Low-Income 
Census Tract 

A census tract with a median family 
income of less than 50% of the broader 
area median family income.  (See 
www.ffiec.gov/geocode/default.aspx). 

Master Servicer The company selected by Minnesota 
Housing to be the Master Servicer for 
the Mortgage Revenue Bond Mortgage 
Backed Securities Program. 

Minnesota Housing 
Program Eligibility 
Income 

Income used to meet the requirements 
of this program procedural manual. 

MMP Spotlight 
Area 

An area in either a High Need Zip Codes 
as identified by Minnesota Housing or a 
Low-Income Census Tract. 

New Construction/ 
Newly Constructed 
Residence 

New construction or a newly constructed 
residence refers to a residence, which 
either has not been previously occupied 
or was completed within 24 months 
preceding the date of the home 
mortgage loan and was not subject to 
previous financing with a term greater 
than 24 months (i.e., a contract-for-
deed, mortgage, or gap loan). 

Personal Property Property such as an appliance, a piece of 
furniture, a radio etc., which under 
applicable law is not a fixture. 

Principal 
Residence 

A property used as the primary domicile 
of the owner-occupant Borrower and 
his/her household. 

Property Seller The seller of the property under contract 
for sale to the borrower who is using 
Minnesota Housing financing. 

Qualified 
Homebuyer 
Education 

Qualified Homebuyer Education is 
homebuyer education completed in a 
classroom setting by organizations that 
have had staff trained under 
HomeStretch or NeighborWorks America.   

Single Head of 
Household 

A family with one adult householder, no 
spouse/partner in the household, and 
one or more dependents in the 
household. 
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Forms List 

Acquisition Cost Worksheet - optional 
Borrower Affidavit 
FHA Streamlined 203K Appliance Form3

HAF Mortgage, if applicable 
 

HAF Note, if applicable 
Income Eligibility Calculation Worksheet - optional 
Mortgage Deed Amendment   

• Fannie Mae HFA Preferred (Conventional)/RD; 
• FHA; or, 
• VA 

Notice to Buyers FHA 
Notice to Veteran and Consent 
Property Seller Affidavit 
Subsidy Recapture Disclosure Statement 

                                                 
3 Applicable only for FHA Streamlined 203K loans 

Form
s List 
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       AGENDA ITEM:  9.A.(3) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Capacity Building Revolving Loan Program   

   Greater Metropolitan Housing Corporation (“GMHC”) 
 
 
CONTACT: Julie LaSota, 651-296-9827        
  julie.lasota@state.mn.us 
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Adoption of a Resolution extending the maturity date of an existing $1,000,000 Capacity Building Revolving 
Loan Program loan by six months. 
 
FISCAL IMPACT: 
Traditionally the fiscal impact of this request has been minimal.  The Capacity Building Revolving Loan 
Program, funded out of the Housing Affordability Fund (“Pool 3”) was designed as a moderate risk 
revolving loan program versus a grant program in an attempt to continually provide this needed pre-
development resource.    Extending the maturity date of this balloon payment, including accrued interest, 
results in a delay in interest earnings of $150,000 for the Agency.   
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Background  
• Resolution
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Background 
 
Greater Metropolitan Housing Corporation (“GMHC”) has been an administrator of a Minnesota Housing 
Capacity Building Revolving Loan program since 1994 with an allocation of $400,000 that continues to be 
administered through a Memorandum of Understanding.  In 2002 and 2006 the Board approved two 
additional $1 million loans funded through the Housing Affordability Fund (Pool 3), the proceeds of which 
are used by GMHC in their delivery of a $10 million Revolving Loan Fund that provides predevelopment 
financing in the Twin Cities metropolitan communities.  Each of these loans was written as a five year 
deferred loan with interest accruing at three percent per annum, deferred until maturity.  In 2007 and in 
2011, the Board approved an additional five year extension for each of these loans, with maturity dates of 
June 1, 2012 and August 1, 2016, respectively 
 
The developments funded through GMHC’s revolving loan fund include a variety of housing types which 
are or will be home to large low-income families, single individuals, families in transition, the independent 
and frail elderly, and persons with physical or mental challenges and/or the homeless.  A number of the 
projects are preservation projects where Section 8 developments are acquired by non-profit housing 
developers.   Some of the more significant developments that have been assisted with GMHC 
predevelopment funding are as follows: 
 

Sienna Green II * (Aeon) Touchstone Project * (PPL) Jackson Flats * NECCDC) 
Riverside Plaza** Higher Ground  ** (Catholic Charities 

and CHDC) 
Northgate Woods ** (TCHDC) 

Little Earth, Phases II, III & 
IV** 

Nicollet Square **  (PCNF) Lyndale Green ** (Brighton) 

Renaissance Box  ** (Aeon) Redeemers Arms  * (CHDC) St. Phillips Gardens * (TCHDC) 
South Quadrant  *(Aeon) Gateway Lofts ** (Alliance) Lincoln Place** (Dakota CDA) 

 * Payment deferred until initial closing on permanent financing and/or in repayment 
** Full payment has been received  

 
DISCUSSION: 
The Greater Metropolitan Housing Corporation requested a five-year renewal of its $1,000,000 loan 
scheduled to balloon on June 1, 2012 so that it can continue to provide an outlet for predevelopment 
lending.   Staff is recommending a six month extension at this time so that this request can be 
incorporated into the overall Pool 3 funding decisions in conjunction with the upcoming second half of the 
Affordable Housing Plan, which will be brought to the Board in September, 2012.   
 
RECOMMENDATION: 
 
Minnesota Housing staff recommends that the Capacity Building Revolving Loan Program First 
Amendment to Loan Agreement between Minnesota Housing and Greater Metropolitan Housing 
Corporation having a maturity date of June 1, 2012 be amended to extend the maturity date of principal 
and interest an additional six months, to December 1, 2012.  
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MINNESOTA HOUSING FINANCE AGENCY 
400 Sibley Street, Suite 300 
St. Paul, Minnesota  55101 

 
RESOLUTION NO. MHFA 12- 

 
LOAN MODIFICATION AND EXTENSION OF LOAN TERM 

NON-PROFIT CAPACITY BUILDING REVOLVING LOAN PROGRAM 
 

 WHEREAS, the Minnesota Housing Finance Agency (Agency) has heretofore entered into a $1,000,000 
Loan Agreement with Greater Metropolitan Housing Corporation under the  Capacity Building Revolving 
Loan Program dated July 25, 2002 and amended said loan agreement on May 1, 2007 ; and, 
 
 WHEREAS, it is the desire of Agency staff to extend the loan maturity date to  December 1, 2012; and 
 
 WHEREAS, Agency staff has advised the Board that the loan program administered by Greater 
Metropolitan Housing Corporation continues to be in compliance with Minn. Stat. ch. 462A.21, Subdivision 
3a and the Agency’s rules, regulations, and policies. 
 
 NOW THEREFORE, BE IT RESOLVED: 
 
 THAT Agency staff may enter into a second amendment to the Loan Agreement extending the 
maturity date from June 1, 2012 to December 1, 2012.  All other terms of the Loan Agreement remain 
unchanged.   
 

Adopted this 24th day of May, 2012. 
 

 
___________________________________ 

CHAIRMAN 
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       AGENDA ITEM:  9.A.(4) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 

 
ITEM:  Approval, Modification, Affordable Housing Plan, HOME Investment Partnerships Program 

(HOME) and Housing Opportunities for Persons with AIDS (HOPWA) 
 
CONTACT: Jim Cegla, jim.cegla@state.mn.us    
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

  ______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
When the Board approved the Affordable Housing Plan at its October 2011 meeting, the amounts of HOME and 
HOPWA funding were estimated in advance of appropriations being made. At its January 2012 meeting, the 
Board approved the Annual Action Plan allocating staff’s estimate of reduced HOME and increased HOPWA 
resources for FFY 2012. The Agency has now received its grant agreements from HUD and the Affordable 
Housing Plan needs to be amended to reflect the actual HOME and HOPWA awards.  
 
FISCAL IMPACT: 
The table below indicates the original Affordable Housing Plan (AHP) estimated new activity amounts of 
new and carryforward HOME and HOPWA funds, revised amounts that reflect the actual FFY 2012 grant 
awards, and the amount of the change. 
 
Program Original AHP 

Allocations 
Revised AHP 
Allocations 

Increase 
(Decrease) 

HOPWA $139,821 $142,672 $2,851 
HOME HELP $5,500,000 $4,500,000 (1,000,000) 
HOME Affordable Rental Preservation $13,236,985 $11,610,797 (1,626,188) 
CHDO Operating Expenses $924,378 $769,896 (154,482) 
Agency Administration $1,447,240 $1,138,277 (308,963) 
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
None 
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       AGENDA ITEM:  9.A.(5) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Whispering Pines, Caledonia 
 
CONTACT: Leslee Post, 651-296-8277 
  leslee.post@state.mn.us 
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Staff requests approval to modify the terms of the previously approved asset management loan. 
 
FISCAL IMPACT: 
Full repayment of the asset management loan will be delayed, which in turn will delay recycling of the 
Pool 3 funds. 
 
MEETING AGENCY PRIORITIES:  Select all that apply 

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Background  
• Resolution
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The Minnesota Housing Board at its March 22, 2012 meeting approved increasing the Asset Management 
Loan funding commitment from $610,000 to $810,000.  With the increased commitment, the funding 
source changed from 04C excess yield to the Housing Affordability Fund (“Pool 3”). 
 
Use of the 04C excess yield as a funding source required repayment of all loaned funds prior to the bond 
call date of March, 2022.  As a result, the current terms of repayment require a significant balloon 
payment due January 1, 2022.   
 
By changing the funding source, the Agency is able to fully amortize the asset management loan over 20 
years and stabilize the property for the full term; the asset management loan will begin amortizing upon 
maturity of the existing first mortgage (October 1, 2019). 
 
Staff is proposing to modify the terms of the asset management loan by extending the maturity date from 
January 1, 2022 to October 1, 2039.
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MINNESOTA HOUSING FINANCE AGENCY 
400 Sibley Street, Suite 300 
St. Paul, Minnesota 55101 

 
RESOLUTION NO. MHFA 12- 

 
RESOLUTION MODIFYING LOAN TERMS 
ASSET MANAGEMENT LOAN PROGRAM 

 
WHEREAS, the Board has previously authorized the commitments for the development 

hereinafter named by its Resolution Nos. MHFA 09-59 and 09-60, both with an expiration date of March 
31, 2010; and,  
 

WHEREAS, the Board also reestablished and extended the expiration date to December 31, 2010 
by its Resolution No. MHFA 10-31 to allow for closing of the asset management loan and first mortgage 
modification; and,  
 

WHEREAS, the Board further extended the expiration date to December 31, 2011, by its 
Resolution No. MHFA 10-114 to allow for reassessment of proposed work scope and closing of the loan 
and modification; and,  
 

WHEREAS, the Board further extended the expiration date to December 31, 2012, by its 
Resolution No. MHFA 11-070 to allow for additional feasibility analysis of the proposed work scope and 
closing of the loan and modification; and,  
 

WHEREAS, the Board approved an increase in the funding commitment by its Resolution No. 
MHFA 12-016 to allow for an increase in rehabilitation costs due to a broadened work scope; and,  

 
WHEREAS, Agency staff proposes to change the funding source of the commitment issued by 

Resolution No. MHFA 12-016 from 04C excess yield to the Housing Affordability Fund  (“Pool 3”) in order 
to permit it the flexibility to  extend  the maturity date of the  asset management loan and be fully 
amortizing with no balloon payment;  and  
 

WHEREAS, the application continues to be in compliance with Minn. Stat. ch. 462A and the 
Agency’s rules, regulations, and policies.  
 
NOW THEREFORE, BE IT RESOLVED:  
 
THAT, the Board hereby approves changing the funding source of the asset management loan from 04C 
excess yield to the Housing Affordability Fund and to extend the maturity date of the asset management 
loan from January 1, 2022 to October 1, 2039.   
 
Except for the extended loan term, all other terms and conditions of MHFA Resolution Nos. 09-59, 09-60, 
10-31, 10-114, 11-070 and 12-016 remain in effect.  
 
 

Adopted this 24th day of May, 2012 
 
 

_______________________________________ 
CHAIRMAN 
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       AGENDA ITEM:  9.B.(1) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Strategic Plan and 2012 Affordable Housing Plan Progress Report 
 
CONTACT: John Patterson, 651-296-0763 
  john.patterson@state.mn.us  
 
REQUEST:  

Approval Discussion Information
   

TYPE(S): 

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

 ______________________ 

ACTION: 

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
For your review and Board meeting discussion, staff are providing the Strategic Plan and 2012 Affordable 
Housing Plan:  Six Month Progress Report. 
 
FISCAL IMPACT: 
No direct impact  
 
MEETING AGENCY PRIORITIES: 

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
The following attachment is included: 

 
• Strategic Plan and 2012 Affordable Housing Plan:  Six Month Progress Report 
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Strategic Plan and 2012 Affordable Housing Plan 
Six Month Progress Report 

(October 1, 2011 – March 31, 2012) 
 

May 17, 2012 
 

 

Overview 
 
Minnesota Housing is generally on target to achieve its production, programmatic, and financial goals for 
the 2012 Affordable Housing Plan (AHP) that will end September 30, 2012. 

• During the first half of the AHP, the Agency committed 65% of the funds available.  The Agency 
has committed more than 50% of the available funds at this point in the plan because all the 
programs funded through an RFP process have committed all their funds for the year. 

• Overall, the Agency has reached 65% of its production goal for new housing opportunities and 
69% of its goal for preservation. 

• With respect to programmatic objectives: 
o Most new construction and rehabilitation projects financed by Minnesota Housing meet 

sustainable design criteria; 
o Working with partners, the agency is financing efforts to annually prevent thousands of 

foreclosures and invest in hundreds to address the foreclosure crisis; 
o The Agency is on track to meet the goals for the Business Plan to End Long-Term 

Homelessness; and 
o Over 25% of the agency’s homebuyers are from communities of color, allowing the agency 

to reach an underserved population. 

• The agency has been profitable in state fiscal year 2012.  If the Agency’s financial performance at 
the end of the state fiscal year culminates as forecast, the Agency’s net return on assets will be 
$17.1 million (or 2.5%).  

Even though the economy continues to recover slowly from the “Great Recession,” and there is a lot of 
uncertainty in the financial markets, the housing market is showing signs of recovery.  The months supply 
of homes for sale has dropped below 5 months for the first time since the housing bubble burst, the rental 
vacancy rate is below 3%, and pricing for Low Income Housing Tax Credits is once again strong.  These 
improvements should facilitate Agency production going forward.    
 
The following tables provide key statistics for each of the agency’s strategic priorities and other key 
objectives.  The section after the tables provides notes and explanations for each of the items in the table. 
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Table 1:  Production (Units with Funding Commitments), Programmatic, and 
Financial Indicators 

2012 AHP (Oct. 1, 2011 – March 31, 2012 – unless otherwise noted) 

 AHP Forecast YTD Actual 

Portion of AHP 
Forecast 

Completed 

Finance New Housing Opportunities    
1.   Single-Family First Mortgages (purchased/settled) 2,032 1,122 55% 
2.   Other Single-Family Opportunities (CRV & others) 245 168 69% 
3.   New Rental Construction Units 716 643 90% 

Total 2,993 1,933 65% 

Preserve Existing Affordable Housing    
4.   Owner-Occupied Homes 1,692 571 34% 
5.   Rental Units 2,817 1,952 69% 
6.   Rental Assistance 2,135 2,049 96% 

Total 6,644 4,572 69% 

Build Sustainable Housing    
7.   Percentage of New Construction or Rehabilitation Units that Meet 

Sustainable Design Criteria: 
   

a.   Single Family 58% 63% ** 

b.   Multifamily 100% 100% ** 

Address Foreclosures    
8.   Number of Counseling Interventions 10,700 4,214 39% 
9.   Number of Homes/Units Acquired 500 307 61% 

End  Long-Term Homelessness    
10.  Number of Housing Opportunities Funded – Calendar Year * 170 84 49% 

Increase Emerging Market  Homeownership    
11.  Percentage of Mortgages Going to Emerging Market Households 22.0% 25.9% ** 

Earn Revenue to Sustain Agency and Fund Pool 3    
12.  Annualized Return on Net Assets – State Fiscal Year $17.1 million $21.2 million ** 

13.  Annualized Return on Net Assets (%) – State Fiscal Year 2.5% 3.1% ** 

* The opportunities are counted on calendar year basis.  The goal does not match the AHP period and applies to 
calendar years 2012 
** Not Applicable 

 

Table 2:  Distribution of Resources 
2010-11 AHP (Oct. 1, 2011 – March 31, 2012) 
Distribute Resources in a Timely Fashion  
 AHP Goal Actual 

14.  Percentage of Funds Committed or Disbursed Under the AHP: 
 a. Homeownership ** 61% 

 b. Rental Production ** 74% 

 c. Rental Portfolio Management ** 52% 

 d. Agency-Wide Items ** 78% 

 Total 50% 65% 

** Not Applicable 
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Table 3:  Serve Low- and Moderate-Income Minnesotans 
  National Rank 

Serve Low- and Moderate-Income Minnesotans 

15.  National Rank in Percentage of Single-Family First Mortgage 
Borrowers with Incomes at or Below 50% of Area Median 
Income (2009 data, but most recent) 

1st 

16.  National Rank in Percentage of Housing Tax Credit (HTC) 
Units that Are Affordable to Households with Incomes at or 
Below 30% of Area Median Income (2009 data, but most 
recent) 

4th  

   

 

Explanations of Items in the Table 

• Line 1:

 

  Minnesota Housing has reached 55% of the AHP goal for single-family first mortgage 
production.  With respect to entry-cost/down-payment  assistance (which supports production), the 
program mix between the Homeownership Assistance Fund (HAF) and HOME HELP has been less than 
ideal, using more HAF and less HOME HELP than planned.  

• Line 2:

 

  Selections under the Community Revitalization (CRV) program is complete for the year, and 
there was strong activity in the area of acquisition/rehabilitation/resale.  However, the Agency’s new 
Community Recovery Finance program (alternative financing for the purchase foreclosed properties) 
has not been implemented yet.  The Board approved the program design in February. 

• Line 3:

 

  With the completion of this year’s multifamily RFP and the first round of housing tax credit 
funding, the agency has selected most of the new rental projects for the year.  The Agency did select 
more projects in the second round of housing tax credit funding (which occurred in April and after the 
March 31 cut off for this report).  In addition, the Agency will select a few more projects through its 
pipeline process. 

• Line 4:

 

  Loan production in the area of single-family preservation (home improvement and 
rehabilitation) has been slow.  The Agency is in the process of implementing a redesign of the Fix-Up 
Fund (FUF) and Community Fix-Up Fund (CFUF) programs, which should increase production.  With 
respect to the Rehabilitation Loan Program, lending partners are focused on closing out existing 
commitments funded with HOME funds under the previous AHP.  This has limited new production 
with state funds. 

• Line 5:

 

  With the completion of this year’s multifamily RFP, most multifamily preservation projects 
have been selected for the year.  Funds are still available for additional projects through the Agency’s 
pipeline process. 
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• Line 6:

 

  Rental Assistance contracts are in place for the year.   The number of assisted households will 
increase slightly over the last six months of the AHP as turnover occurs (households leaving the 
program and being replaced by new ones). 

• Line 7:

 

  The majority of Minnesota Housing’s production meets sustainable design criteria.  With 
respect to single-family, the FUF and CFUF programs are market driven, and borrowers are not 
required to follow sustainable design criteria in their home improvement efforts.  With the expiration 
last year of the Energy Saver Rebate program (a temporary program funded with federal stimulus 
money), the incentive for FUF and CFUF borrowers to follow sustainable design criteria has declined.  

• Line 8:

 

  With funding from Minnesota Housing, the Homeownership Center’s network of foreclosure 
counselors continues to serve thousands of homeowners who are having difficulties with their 
mortgages.  The number of counseling interventions is currently below the forecast.  The demand for 
counseling may be subsiding.  The number of mortgages in delinquency is declining. 

• Line 9:

 

  Selections under the Community Revitalization (CRV) program and multifamily RFP are 
complete for the year, with strong activity in the foreclosure area.  However, as mentioned in the note 
for line 2, the Community Recovery Finance program was approved by the Board in February and has 
not been launched.  In addition, with the limited use of the HOME HELP entry-cost/down-payment 
assistance program overall, relatively few of these funds have been used to buy foreclosed homes. 

• Line 10:

 

  The number of new housing opportunities created under the Business Plan to End Long-Term 
Homelessness is tracked on a calendar year basis, rather than an October 1 to September 30 AHP 
program year.  Thus, the long-term homeless units that will be selected this fall through the upcoming 
RFP will be counted toward the goal of 170 additional opportunities for the year, even though it will 
occur during the next AHP. 

• Line 11:

 

  The percentage of the agency's first mortgages going to emerging market (communities of 
color) households is a little higher than expected. 

• Lines 12 and 13:

 

  If the Agency’s financial performance at the end of the state fiscal year culminates as 
forecast, the Agency’s net return on assets will be $17.1 million (or 2.5%).  The net return was $6.9 
million in 2010 and $14.0 million in 2011. 

• Line 14

 

:  The overall 69% commitment percentage is over 50% at the halfway point of the AHP 
because all the RFP funds for the year have been committed.  The Agency is done with RFP project 
selections. 

• Lines 15 and 16:  Minnesota Housing continues to be one of the best Housing Finance Agencies (HFAs) 
in serving the lowest income households.  The ranking comes from an annual report published by 
National Council of State Housing Agencies (NCSHA).  Even though the most recent report applies to 
2009 data, the national rankings demonstrate the agency’s ability to effectively target its resources 
and serve the neediest households. 
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       AGENDA ITEM:  9.B.(1) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Legislative Summary 
 
CONTACT: Tonja Orr, 651-296-9820 
  tonja.orr@state.mn.us  
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

 ______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Staff will provide a summary of the 2012 legislative session and answer questions from the Board. 
 
FISCAL IMPACT: 
The fiscal impact is detailed in the attachment. 
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Legislative Summary 2012 
.
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Legislative Summary 2012 
 
The end of the 2012 legislative session was certainly unpredictable as major initiatives such as 
the bonding bill, Vikings stadium and omnibus tax bill all came down to the final days of a self-
imposed early adjournment deadline. The agency’s primary focus was the bonding bill; its 
efforts in partnership with affordable housing advocates were successful in securing $30 million 
in housing infrastructure bonds and $5.5 million in General Obligation bonds for public housing 
rehabilitation. This was also the first year since 2007 that the agency did not receive a reduction 
in state appropriations for programs. Set forth below is a summary of housing-related 
legislation enacted during the 2012 legislative session. 
 

 
Capital Investment (Bonding) (Chapter 293) 

Housing Infrastructure Bonds (Section 35-36)
The legislation includes $30 million for housing infrastructure bonds to address affordable 
housing infrastructure needs. These are similar to nonprofit housing bonds, first authorized in 
2008, which are also appropriation bonds. Funds will be used to preserve existing federally 
subsidized rental housing; stabilize communities impacted by the foreclosure crisis by creating 
new affordable housing opportunities through rental units and community land trusts; and 
construct or acquire and rehabilitate supportive housing, particularly for persons experiencing 
or at risk of experiencing long-term homelessness. The agency will issue the bonds; a standing 
appropriation for 20 years was made to pay the debt service.   

  

 

Section 23 appropriates $5.5 million in General Obligation (G.O.) bond proceeds to Minnesota 
Housing for the purpose of public housing preservation.   

Public Housing (Section 23) 

 

In addition to the bond proceeds awarded to Minnesota Housing, $2 million in GO bond 
proceeds was directed to the MN Department of Human Services for the capital costs of the 
Harriet Tubman Center in Washington County for a domestic violence shelter and other services. 

Harriet Tubman Center (Section 18, Subdivision 3)  

 
Additional Purposes, Housing Infrastructure Bonds  (Chapter 292, Article 5)
This miscellaneous supplemental budget bill includes a provision related to supportive housing 
uses for the housing infrastructure bonds.  Article 5 provides that in addition to other purposes 
authorized for the use of housing infrastructure bond proceeds, the agency may also use the 
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proceeds to finance the costs of the construction, acquisition and rehabilitation of supportive 
housing for girls and women to provide them protection from and the means to escape 
exploitation and trafficking. This use is already eligible under the broad supportive housing 
definition included in the housing infrastructure bond provision in the omnibus bonding bill.  
 

 
Omnibus Health and Human Services Finance Bill (Chapter 247) 

In Article 6, Section 2, Subdivision 5a, $200,000 in FY2013 only is directed from the Temporary 
Assistance for Needy Families (TANF) fund for long-term homeless supportive services for low-
income families under Minnesota Statutes, section 256K.26.  The supportive services fund 
provides integrated services needed to stabilize individuals, families and youth living in 
supportive housing.  This fund was reduced by $2.3 million in FY2011 compared to FY2010. 

Long-term Homeless Supportive Services (Article 6, Section 2) 

 

In fiscal year 2013 $250,000 from the TANF fund is directed for grants for the family assets for 
independence program under Minnesota Statutes, section 256E.35. This one-time 
appropriation is administered by the Community Action Agencies and serves families with 
income below 200 percent of the federal poverty guidelines and minor children in the 
household.   

Family Assets for Independence Program (Article 6, Section 2) 

 

Article 3, Section 25 amends Laws 2010, ch. 374, § 1 by modifying the Ladder out of Poverty 
Task Force to become the Asset Development and Financial Literacy Task Force.  The law 
modifies the membership of the task force, modifies the duties of the task force, and extends 
the expiration date of the task force to June 1, 2014. 

Asset Development and Financial Literacy Task Force (Article 3, Section 25) 

 

Article 3, Section 27 establishes the Minnesota visible child work group to identify and 
recommend issues that should be addressed in a statewide, comprehensive plan to improve the 
well-being of children who are homeless or have experienced homelessness. The fifteen 
appointed members of the Minnesota visible child work group include legislators, 
representatives from family shelter, transitional housing, and supportive housing providers and 
individuals who have experienced homelessness. The work group shall make recommendations 
to the legislative committees with jurisdiction over education, housing, health, and human 
services policy and finance by December 15, 2012. The work group expires on June 30, 2013.  

Minnesota Visible Child Work Group (Article 3, Section 27)  

 

Article 3, Section 17 amends § 256J.26, by adding subdivision 5, which requires counties to 
cease MFIP vendor payments for rent to a landlord when a MFIP assistance unit's housing unit 
has been deemed uninhabitable. The law prohibits a landlord who is required to return vendor 
paid rent or who is prohibited from receiving future rent under this subdivision from taking an 
eviction action against anyone in the MFIP assistance unit. 

Uninhabitable housing units (Article 3, Section 17)  
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Article 6, Sections 5, 6 and 7 permit entitlement issuers and the Office of Higher Education to 
carryforward allocated bonding authority for the period permitted by federal tax law, instead of 
the next succeeding year, and eliminates the penalty now appearing in Minn. Stat. §474A.04, 
Subdivision 1a for failure of an entitlement issuer to permanently issue that authority during 
the carryforward period. Article 6, Section 13 rescinds the deduction against this year’s 
entitlement authority for bonding authority allocated in 2008, 2009 and 2010 that was not 
permanently issued by an entitlement issuer before the end of 2011. 

Omnibus Tax Bill (Chapter 296, Article 6, Sections 5-7 & 13) – Vetoed 

 
State law establishes a shorter period of time for issuance of tax-exempt volume cap bonding 
authority for entitlement issuers than is allowed under federal law – one year vs. three years.  
The penalty for failure to issue in a timely fashion is the reallocation of current year’s authority 
to other issuers and other uses.  All entitlement issuers – the agency, Minneapolis, St. Paul and 
Dakota County – as well as the Office of Higher Education are in the position this year to have 
their entitlement authority reallocated.  The vetoed tax bill would have extended the period of 
time to issue, known as the carryforward, from one year to three years. As a consequence of 
the veto and other operations of federal tax law, the entitlement issuers will not be able to 
issue bonds for rental housing projects until late in the calendar year.   
 

This law clarifies language that permits a landlord operating a lease under a federally-subsidized 
tenancy program to charge late fees on a schedule consistent with the applicable federal 
statute, regulation, or handbook governing the program even if there is no written agreement 
between the landlord and tenant regarding late fees. The law also extends for two years the 
special notice provisions in eviction actions against tenants in foreclosed properties and tenants 
in properties for which the contract for deed is cancelled.  

Landlord and Tenant Late Fee Modification (Chapter 132) 

 

State agencies must now send a copy of the notice of intent to adopt a rule and the agency’s 
statement of need and reasonableness to the chair to the Legislative Coordinating Commission, 
in addition to the chair and ranking minority members of the policy and budget committees 
with jurisdiction over the subject matter of the rules. By January 15 each year, an agency must 
submit its rulemaking docket and rulemaking record from rules adopted in the prior year to the 
same members. Cumulative effect is defined and required as part of the statement of need and 
reasonableness.  

State Agency Rule Making Regulation (Chapter 238) 

 

To access the language of any of the regular session legislation, go to:  
Copies of legislation 

https://www.revisor.mn.gov/laws/?view=session&year=2012&type=0  
 
Please contact Tonja Orr (tonja.orr@state.mn.us) or Jeanette Blankenship 
(jeanette.blankenship@state.mn.us) if you have questions or want more details. 
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       AGENDA ITEM:  9.D.(1) 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Ending Long Term Homelessness Initiative Fund (ELHIF) Program – Operating Subsidy 

Supplemental Grants 
 
CONTACT: Susan Haugen, 651-296-9848  Lisa Borja, 651-296-9795 
  susan.haugen@state.mn.us  lisa.borja@state.mn.us 
 
REQUEST:  

Approval Discussion Information
   

TYPE(S):  

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Adoption of the attached Resolution authorizing $194,031 in ELHIF Operating Subsidy grants.  This action, 
along with funding from the Department of Human Services Adult Mental Health Division (DHS-AMHD), 
will renew grants for 442 units at 16 existing developments, providing up to 12 months of supplemental 
funding. 
 
FISCAL IMPACT: 
The funding recommended is available in the current Affordable Housing Plan (AHP) and has not been 
identified for any other purpose.     
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Background  

• Resolution 
• Exhibit A – 2012 Supplemental Operating Subsidy Grants
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BACKGROUND: 
 
The Operating Subsidy (OS) Program provides funds for revenue shortfalls or for unique costs associated 
with operating low-income supportive housing developments.  The Agency and the Department of Human 
Services – Adult Mental Health Division (DHS-AMHD) are partnering for a third year to provide funding to 
support this activity.  The Agency’s Affordable Housing Plan set aside Ending Long-term Homelessness 
Initiative Fund (ELHIF) for this purpose.  The DHS Housing with Services for Adults with Serious Mental 
Illness (HSASMI) Funds come to the Agency through an Interagency Agreement and are administered 
under Housing Trust Fund (HTF) Program rules and in accordance with the HTF/ELHIF/DHS HSASMI OS 
Program Guide.  The DHS- AMHD provides up to $1.5 million in operating subsidy assistance annually to 
support new and existing Agency-financed supportive housing developments agreeing to provide housing 
units with support for adults with serious mental illnesses. 
 
The OS Program is a “last resort” source and is available only to owners demonstrating the need for the 
subsidy and that all other possible funding sources and cost saving measures have been investigated and 
implemented where available.  Agency staff reviewed property financial information and operating 
budgets and spoke with owners, managers and service providers to ensure the assistance is necessary and 
within the current OS benchmarks.  Priority for funding is given to developments that preserve affordable 
housing units that offer permanent supportive housing to very low income and/or households with long 
histories of homelessness.   
 
The Agency and DHS-AMHD notified 22 grantees with operating subsidy grants expiring by December 31, 
2012, of the opportunity to apply for supplemental operating subsidy funding.  Applications were due on 
March 1, 2012.  Sixteen (16) renewal applications were received.  The six eligible properties not requesting 
funds had either located other funds or reduced the current grant usage to allow sufficient funds 
remaining to extend their grant for another year.   
 
The following housing opportunities and demographic trends were observed in the distribution of the 
units assisted with the recommended awards: 
 

• 62 % in the 7 County Metropolitan Area 
• 38 % in Greater Minnesota Area 
• 48 % for households with long histories of homelessness 
•  5  % for families 
• 61 % for single adults 
• 16 % for youth 
• 18 % are mixed, serving a combination of families, single adults  and/or youth 
• Many developments leverage other funding sources for operations such as Group Residential 

Housing (GRH), HUD Shelter Plus Care, Section 8 Rental Assistance, or NAHASDA Vouchers. 
 
The division of funding resources for the purpose of providing supplemental operating subsidies to the 
recommended developments for the 12 months is reflected below: 
 

Funding Type Proposals Award Amount Percent 

ELHIF Operating Subsidy Grants 3 $194,031 18% 

DHS HSASMI Operating Subsidy Grants  13 $875,421 82% 
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Exhibit A 
2012 Supplemental Operating Subsidy Grants 

Recomendations for Funding

794 468 226 185 $1,069,452

*  xx  indicates number change

       Units Preserved  

Families $110,031 25 5% $796,031 288 62%

Singles $515,421 286 61% $273,421 180 38%

Youth $216,000 74 16% $194,031 66 14%

Mixed $228,000 83 18%                  
Long-Term Homeless 226 48%

32 8 8 SinglesSEMIF D4045 Castleview Apartments Rochester Castleview 
Apartments, LP 32

DHS Revenue Shortfall

$49,662 DHS Unique Cost - Front Desk support

30 24 Singles $56,591

$46,330

SEMIF D6347 Silver Creek Corner Rochester Olmsted County 
HRA 40 40

1818

12 6 Families $49,000

DHS Revenue Shortfall7 Youth $50,000 $50,000

$90,000 DHS Unique Cost - Housing Support Specialist 
provided by Vail Place18 Singles $104,500

DHS Unique Cost - 3.6 FTE front desk

MHIG D5225 Sankofa Apartments St. Paul Model Cities of 
St. Paul, Inc 16 15

13 13 Singles
Families $102,500

$55,000 DHS Revenue Shortfall

DHS Revenue Shortfall, including
Unique Cost - Front Desk

MHIG D1591 Delancey & Selby Stone 
Apartments St. Paul PPL Selby 

Avenue, LLC 37 13

10 36 Singles $100,000MHIG D3151 St. Christopher Place St. Paul Catholic Charities 71 71

$115,000

MHFA Revenue Shortfall, including
Unique Cost - Front Desk

MHIG D5886 Lincoln Place Eagan Dakota County 
CDA 25 25

8 0 Youth $91,500

MHIG

8

26

62

MHIG

Center City 
Housing Corp

Opportunity Housing ProgramD0959

DHS Unique Cost - Tenant Service Coordinator

SEMIF D4075 The Francis Rochester Olmsted County 
HRA 18 18 $30,000

Red Wing HRA 104 20 0

14

Jordan Tower II Red Wing

DHS Revenue Shortfall

$24,168 $24,168

$35,000

Recmnd'd. 
Award / 

12 Months

$65,000 

$55,031

$28,800

$91,000

$60,000

$59,815

$105,000

$75,000

$48,000

$84,000

$40,000

$100,000

$56,591

10 Singles

Singles
Families

SEMIF D1194

SMI*

10

0

20 Singles

MHIG D4076 Booth Brown House St. Paul Salvation Army 25 25

5

MHIG D1504 Louisiana Court St. Louis Park PPL Louisiana 
Court, LP 128

Region
Property Name

Location

NEMIF

City

St. Cloud

Minneapolis

Minneapolis

Minneapolis

10

73

Anpa Waste Numpa

Preserved

D0447 Duluth 39

Opportunity 
Housing, LP

D3912

Memorial Park Apartments

Minneapolis

MHIG

CMIF

Lindquist ApartmentsMHIG Lindquist 
Apartments, LP

Total 
Units

D3124

HOPE on Ninth 31

Anpa Waste 
Numpa, LLC 10

PPL RestartD5896 North Side 
Community, LP

73130

D # Owner (Grantee)

D4056 St. Cloud Hope 
on Ninth, LP 31

10

14

39 Singles
Families

24 4

MHFAFamilies

4

Singles 

10

$126,000

MHFA

DHS

Subsidy Purpose/ Comments
Previous 

Award

Revenue Shortfall

House- 
hold Type

Revenue Shortfall

DHS

DHS

DHS Unique Cost - Front Desk support

Revenue Shortfall, including
Unique Cost - Front Desk

Revenue Shortfall, including
Unique Cost - Tenant Service Coordinator

20

Singles

$65,000

Youth

Revenue Shortfall, including
Unique Cost - Front Desk3

4

5

SourceLTH*

402

         Units Preserved

86%

       Housing Trust Fund (ELHIF)

    Greater Minnesota

Dept of Human Services, Adult 
Mental Health (DHS)

                     Metro

$875,421
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1 
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MINNESOTA HOUSING FINANCE AGENCY 
400 Sibley Street, Suite 300 
St. Paul, Minnesota  55101 

 
RESOLUTION NO. MHFA 12-  

 
RESOLUTION APPROVING SELECTION/COMMITMENT ENDING LONG TERM HOMELESSNESS INITIATIVE 

FUND (ELHIF) OPERATING SUBSIDY SUPPLEMENTAL GRANTS 
 

WHEREAS, the Minnesota Housing Finance Agency (Agency) has received applications to provide 
operating subsidies to assist for properties that serve families and individuals who are low income, near 
homeless, homeless or long-term homeless. 
 
 WHEREAS, Agency staff has reviewed the applications and determined that they are in compliance 
with the Agency’s rules, regulations and policies; that such grants are not otherwise available, wholly or in 
part, from private lenders or other agencies upon equivalent terms and conditions; and that the 
applications will assist in fulfilling the purpose of Minn. Stat. ch. 462A. 
 

NOW THEREFORE, BE IT RESOLVED: 
 
THAT, the Board hereby authorizes Agency staff to enter into grant agreements using State resources 

as set forth below, subject to changes allowable under the multifamily funding modification policy, upon 
the following conditions: 

 
1. Agency staff shall review and approve the recommended grantees for up to the total 

recommended amount for up to twelve (12) months; 
• Anpa Waste Numpa, Minneapolis  D3912   $55,031 
• Booth Brown House, St. Paul   D4076   $91,000 
• Hope on 9th, St. Cloud    D4056   $48,000 

 
 

2. The issuance of grant agreements in form and substance acceptable to the Agency staff and the 
closing of the individual grants shall occur no later than twelve months from the adoption date of 
this Resolution; and 

 
3. The sponsors and such other parties shall execute all such documents relating to said grant, to the 

security therefore, as the Agency, in its sole discretion, deems necessary. 
 

Adopted this 24th day of May, 2012. 
 
 

___________________________________ 
CHAIRMAN 
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       AGENDA ITEM:  10.A 
MINNESOTA HOUSING BOARD MEETING 

May 24, 2012 
 
 

 
ITEM:  Reporting Non-Compliance with Agency Policy and Procedures 
 
CONTACT: Will Thompson, 651-296-9813  Paula Beck, 651-296-9806 
  will.thompson@state.mn.us  paula.beck@state.mn.us 
 
REQUEST:  

Approval Discussion Information
   

TYPE(S): 

Administrative
  

Commitment(s)
 

Modification/Change
  

Policy Selection(s) Waiver(s)
 

Other:
 

  ______________________ 

ACTION:  

Motion
  

Resolution
  

No Action Required
 

 
SUMMARY REQUEST:   
Update from the Chief Risk Officer regarding complaints of potential Conflict of Interest, Misuse of Funds 
and Fraud that have been reported to the Agency or the Chief Risk Officer since the Board adopted 
Reporting Non-Compliance with Agency Policy and Procedures on January 27, 2011 
 
The Agency and the Chief Risk Officer have developed procedures for the receipt, retention and treatment 
of complaints received by the Agency or the Chief Risk Officer regarding conflict of interest, misuse of 
funds and fraud that have been submitted by any person external or internal to the Agency. 
 
The attached report is designed to inform the Board of all complaints received during the specified time 
period, the current status of the complaints, and their resolution, if one has been reached. An updated 
report will be delivered to the Board quarterly, with the next report due September 27, 2012. 
 
FISCAL IMPACT: 
There were 17 instances of conflicts of interests, misused funds and fraudulent activity for the 17-month 
period beginning December 2010 and ending April 2012.  A total of $101,476 was not recovered:  misused 
funds ($85,270) and fraudulent activity ($16,206).    
 
MEETING AGENCY PRIORITIES:   

Finance New Opportunities for Affordable Housing
     

Mitigate Foreclosure Impact Through Prevention and Remediation
   

Build our Organizational Capacity to Excel and Achieve Our Vision
  

Preserve Existing Affordable Housing
              

Prevent and End Long-term Homelessness
       

 
ATTACHMENT(S):   
• Reporting Non-Compliance with Agency Policy and Procedures.   
.
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Complaints Received by Agency or Chief Risk Officer 
Complaint Status     
   Resolution Closed In Process Grand Total 
Conflict of Interest 2   2 

External Employment Approved 1   1 
Insufficient Evidence 1   1 

Fraud / Embezzlement 2 3 5 
Funding Transferred to Different Entity 1   1 
HUD Investigation Initiated   2 2 
Insufficient Evidence 1   1 
None Yet   1 1 

Misuse of Funds 6 4 10 
All Funds Returned to Agency 1   1 
Funding Transferred to Different Entity   1 1 
Insufficient Evidence 1   1 
Issue Cured 1   1 
Negotiated Settlement 1   1 
None – Nonviable Counterparty 1   1 
None Yet    3 3 
OLA Forwarded Complaint to County 1   1 

Grand Total 10 7 17 
(Includes all complaints received from December 2010 through April 2012) 

 
Report Legend: 

• Complaint – An allegation or inquiry of non-compliance with Agency policy and procedures 
• Status –  Either In Process or Closed 
• Resolution  – How the complaint was resolved (Closed Status) or current disposition (In Process) 
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