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MEETINGS SCHEDULED FOR FEBRUARY
Location:
Minnesota Housing

400 Sibley Street, Suite 300
St. Paul, MN 55101

THURSDAY, FEBRUARY 25, 2016

Regular Board Meeting
State Street Conference Room — First Floor
1:00 p.m.

NOTE: The information and requests for approval contained in this packet of materials are
being presented by Minnesota Housing staff to the Minnesota Housing Board of Directors for
its consideration on Thursday, February 25, 2016

Items requiring approval are neither effective nor final until voted on and approved by the
Minnesota Housing Board.

The Agency may conduct a meeting by telephone or other electronic means, provided the
conditions of Minn. Stat. §462A.041 are met. In accordance with Minn. Stat. §462A.041, the
Agency shall, to the extent practical, allow a person to monitor the meeting electronically and
may require the person making a connection to pay for documented marginal costs that the
Agency incurs as a result of the additional connection.
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400 Sibley Street | Suite 300 | Saint Paul, MN 55101-1998 | 651.296.7608

MI n n _ESOtCl 800.657.3769 | fax: 651.296.8139 | tty: 651.297.2361 | www.mnhousing.gov
Housing

Finance Agency

Equal Opportunity Housing and Equal Opportunity Employment

AGENDA
Minnesota Housing Board Meeting
Thursday, February 25, 2016
1:00 p.m.

Call to Order
Roll Call
Agenda Review
Approval of Minutes
A. Regular Meeting of January 28, 2016
5. Reports
A. Chair
B. Commissioner
C. Committee
6. Consent Agenda
A. Initiative Renewal, Community Fix Up Loan Program
7. Action Items
A. Resolution Approving Issuance of Multifamily Housing Revenue Notes for the Related
Companies projects of Crossroads of Edina Apartments, Crossroads of New Brighton
Apartments, Crossroads of Shoreview Apartments and the Execution of Related Documents
B. Amendment to Minneapolis 2015 Community Homeownership Impact Fund Award and
Approval of Corresponding Community Fix Up Loan Program Initiative
C. Community Homeownership Impact Fund Scoring Revisions for 2016 Single Family Request
for Proposals
D. Proposed Revisions to the Qualified Allocation Plan (QAP) and Procedural Manual, 2018
Housing Tax Credit (HTC) Program
8. Discussion Items
A. 2016 Affordable Housing Plan and 2016-19 Strategic Plan: First Quarter Progress Report
B. Financial Results for the Six Months Ending December 31, 2015
C. Workforce Housing Initiatives (materials to be provided at the meeting)
9. Informational Items
A. Report of Action Under Delegated Authority
- Multifamily Funding Modifications Annual Report
B. Report of Complaints Received by Agency or Chief Risk Officer
C. Semi-annual Variable Rate Debt and Swap Performance Review as of January 1, 2016
D. Post-Sale Report, Homeownership Finance Bonds, 2016 Series A
10. Other Business
None
11. Adjournment

PwnNR
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DRAFT MINUTES

MINNESOTA HOUSING FINANCE AGENCY BOARD MEETING
Thursday, January 28, 2016
1:00 p.m.
State Street Conference Room — 1% Floor
400 Sibley Street, St. Paul, MN 55101

Call to Order.

Chair John DeCramer called to order the regular meeting of the Board of the Minnesota Housing
Finance Agency at 1:00 p.m.

Roll Call.

Members present: John DeCramer, Joe Johnson, George Garnett, Craig Klausing, Stephanie Klinzing,
and Rebecca Otto. Gloria Bostrom was absent.

Minnesota Housing staff present: Tal Anderson, Ryan Baumtrog, Abigail Behl, Dan Boomhower,
Wes Butler, Chuck Commerford, Jessica Deegan, Diane Elias, Tresa Engel, Rachel Franco, Kasey Kier,
Diana Lund, Nira Ly, Eric Mattson, Tom O’Hern, John Patterson, Paula Rindels, Ester Robards, John
Rocker, Becky Schack, Terry Schwartz, Nancy Slattsveen, Barb Sporlein, Kim Stuart, Susan Thompson,
Will Thompson, Mary Tingerthal, Karin Todd, Katie Topinka, Nicola Viana, Dan Walsh.

Others present: Chris Flannery, Piper Jaffray; Julie Eddington, Kennedy and Graven; Terry Sween,
Dominium; Frank Hogan, Dougherty and Company; Chip Halbach, Minnesota Housing Partnership;
Paul Rebholz, Wells Fargo; Shannon Guernsey, MN NAHRO; Michelle Adams, Kutak Rock (by phone).
Agenda Review

Chair DeCramer announced there were no changes to the agenda.

Approval of the Minutes.

A. Regular Meeting of December 17, 2015

Mr. Johnson requested a correction to the minutes to include Gloria Bostrom in the “members
present” section. Mr. Johnson moved approval of the minutes as corrected. Auditor Otto seconded
the motion. Motion carries 6-0.

Reports

A. Chair

None.

B. Commissioner

Commissioner Tingerthal shared that the Governor’s Office had hosted a “Better Government
Awards” event at which eight awards were provided and the Agency received two. Commissioner
Tingerthal stated one award was in recognition of the work done by Single Family to increase
homeownership among households of color, adding that event attendees were quite impressed
with what the Agency has been able to do in the past few years. The other award was in recognition
of the work of the Interagency Council on Homelessness, which is comprised of 11 state agencies
working together to advance the cause of preventing and ending homelessness across the state and
is co-chaired by Commissioner Tingerthal. Commissioner Tingerthal stated that a commissioner who
had served on the scoring team stated he was blown away by the work of the council and had given
the nomination the maximum points in every category. Chair DeCramer called for a round of
applause.

Next, Commissioner Tingerthal stated that earlier that day the Interagency Council on Homelessness
had adopted a two-year action plan to prevent and end homelessness. The meeting was followed by
a well-attended press conference and the lead editorial in the morning’s Star Tribune talked about
the accomplishments of the last two-year plan. Commissioner Tingerthal stated that the goal for
Minnesota Housing in the next plan is to create 5,000 units of affordable housing over the next five
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years. Commissioner Tingerthal acknowledged that this is a stretch goal that will require continuing
support from the state legislature.

Commissioner Tingerthal shared that the point-in-time (PIT) homeless count for the state of
Minnesota would take place that evening. Commissioner Tingerthal stated the PIT count counts
those in and outside of shelter facilities. For the first time, the PIT count will include an extra effort
with respect to homeless veterans. 70 volunteers will be staffing the Saint Paul Armory and any PIT
count volunteer that identifies a homeless veteran can bring that person to the armory, where they
will receive a hot meal and immediate connection to a housing and services counselor.
Commissioner Tingerthal added that there will not be a physical resource center serving Greater
Minnesota, but there will be dedicated telephone resources to immediately connect veterans to
resources.

Commissioner Tingerthal shared the following information:

e Governor Dayton had released his bonding bill proposal, which includes $70 million for housing
infrastructure bonds and $20 million for the improvement of public housing. Commissioner
Tingerthal stated that there were three to four times as many requests as were included for
funding and Minnesota Housing’s request was included in its full amount.

e The Homes for All Alliance group held its legislative kick-off the past week. The group is
requesting support of the Governor’s bonding proposal as well as additional housing
infrastructure bonds to be targeted to low-income seniors.

e Staff has requested a date change for the October meeting at which consolidated RFP selections
will be approved.

e Tuesday marked the last day of Rob Tietz's employment as CFO. Mr. Tietz has arranged with his
new employer to be available on a consulting basis until his successor is on board. The Agency
has commenced the search process and there are some highly qualified candidates.
Commissioner Tingerthal hopes to have someone hired in time for the finance team meeting in
early February.

The following employee introductions were made:

e Tony Peleska introduced Bridget Ford. Ms. Ford provides direct technical support to staff and
comes to the Agency with 18 years of tech support and training experience. Mr. Peleska also
introduced Amanda Malzacher. Ms. Malzacher has degrees in political science and global studies
from the University of Minnesota and will provide executive administrative support to the BTS
division.

¢ Rose Marsh introduced Felecia Schmidt. Ms. Schmidt is a Section 8 TRACS data analyst and was
previously employed with PPL as an affordable housing compliance manager.

¢ Tal Anderson introduced Abigail Behl. Ms. Behl will be working to close out the NSP program.
Ms. Behl was previously employed with the City of Milwaukee, where she closed out their NSP
program.

C. Committee.

None.

6. Consent Agenda

A. Moadification, Schedule of 2016 Board Meetings

Mr. Klausing requested a clarification regarding the start time for the rescheduled meeting. Becky

Schack responded that the rescheduled October meeting would be a morning meeting, likely with a

10 a.m. start time. MOTION: Mr. Klausing moved approval of the consent agenda. Stephanie

Klinzing seconded the motion. Motion carries 6-0.

7. Action Items

Minnesota Housing Regular Board Meeting — January 28, 2106
Page 2 of 8
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A. Resolution Approving Issuance of Multifamily Housing Revenue Notes for the Grainwood
Project in Prior Lake, Minnesota; and Approving the Execution of Related Documents
Terry Schwartz and Julie Eddington (Kennedy and Graven) presented this request to issue conduit
bonds whose proceeds would fund a mortgage loan for Grainwood Place. Mr. Schwartz stated the
mortgage loan would pay a portion of the acquisition and rehabilitation costs for the senior housing
development, which is located in Prior Lake. Ms. Eddington described the parameters of the note,
which is a private placement sale. Ms. Eddington stated the note is not-to-exceed $20 million and
will be purchased by Freddie Mac under its Tax Exempt Loan (TEL) Program. The note is a special
limited obligation of the Agency and is fully secured. Mr. Schwartz stated approval of the resolution
will also waive certain portions of the Agency’s debt management policy. These waived portions are:
the requirement that conduit bonds be issued for the preservation of affordable units, the
requirement that significant barriers to issuance by a different government issuer exist, consultation
with the Agency’s financial advisor for private placements, and the amount of administrative fees to
be paid to the Agency. Mr. Schwartz stated that CSG Advisors, the Agency’s financial advisor, has not
consulted on the feasibility but Agency staff have performed due diligence. Regarding the
administrative fees, Mr. Schwartz stated an upfront fee of 1.25% would be charged.

Ms. Eddington expressed appreciation on behalf of Dominium for the board’s willingness to consider
issuing the bonds, stating that the bonds were to have been issued last year but were not issued not
due to missed deadlines. Ms. Eddington stated staff had been very helpful in the process. Ms.
Eddington stated the resolution provides final approval for the bonds and approves the documents
into which Minnesota Housing will be entering. Ms. Eddington stated that Wells Fargo will buy the
note originally and enter into all documents and agreements. After construction has been
completed, Freddie Mac will provide permanent financing. Ms. Eddington stated no additional costs
will be incurred because all documents have been reviewed by both the short term and long term
borrowers. Ms. Eddington stated the public hearing was held yesterday.

Commissioner Tingerthal stated the board had discussed this transaction at its December meeting.
At that time, the board indicated a level of comfort with the transaction and asked that staff bring
forward the items that would need to be waived from the debt management policy. Commissioner
Tingerthal stated there may be other transactions like this in the future. Commissioner Tingerthal
reiterated that, although the financial advisor was not engaged, staff did look at the transaction
from a financial feasibility standpoint.

Mr. Johnson asked that the risks be clarified. Ms. Eddington stated that there was no financial risk
because the borrower secures the note with a mortgage and a promissory note and clarified that
the Agency has no financial or legal responsibility for the note. Mr. Klausing asked for more
information on the Agency’s perspective of the reputational risk and the security. Commissioner
Tingerthal stated the Agency is not representing that it would stand behind the bonds, but is simply
acting as a conduit, adding that, historically, there were some instances where perhaps other issuers
may have acted as a conduit for deals that they did not look at closely enough and those deals
ended up not performing, so, even though the issuer has no financial responsibility, because the
issuer’s name is on the bonds, there is that reputational risk. Commissioner Tingerthal stated that
she felt strongly that the Agency needed to review the transaction because the Agency does not
want its name on bonds that are financing projects that may not be viable. Mr. Klausing inquired
about the public hearing and Mr. John Rocker stated there were no attendees at the hearing.

Mr. Johnson inquired about the underwriting. Ms. Eddington confirmed that both Wells Fargo and
Freddie Mac had underwritten the deal and several people from each team looked at every aspect.

Minnesota Housing Regular Board Meeting — January 28, 2106
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MOTION: Auditor Otto moved to waive the applicable portions of the debt management policy and
to adopt Resolution No. MHFA 16-002. Mr. Johnson seconded the motion. Motion carries 6-0.
B. Resolution Relating to Rental Housing Bonds; Authorizing the Issuance and Sale Thereof for a
Multifamily Housing Development in Hopkins, Minnesota
Mr. Schwartz presented this request for approval of the issuance of rental housing bonds to be
backed by the general obligation pledge of the Agency. Mr. Schwartz requested the issuance of
series 2016A bonds in an amount not-to-exceed $10 million, whose proceeds will be used to make a
short-term first lien bridge loan to finance a portion of the acquisition and rehabilitation costs for
Hopkins Village, a 160-unit multi-story development. Mr. Schwartz stated the development includes
64 units with HAP rental assistance contracts and the borrower will be required to enter into a long-
term renewal to extend the rental assistance for a 30-year term. Mr. Schwartz stated the bonds will
not be secured by any third party credit enhancement, but it is anticipated that repayment will be
made by the long term loan, equity contributions from the tax credit investor, and Agency
permanent financing.

Ms. Michelle Adams of Kutak Rock described the resolution, stating the resolution provides specific
approval for the sale of the bonds to RBC Capital Markets and approves the form of the offering
documents. Ms. Adams stated the bonds are not-to-exceed $9.6 million in principal, have maturity
dates not-to-exceed three years, an interest rate not-to-exceed 2.5%, and underwriter’s
compensation not-to-exceed 1.5% of the principal amount of the bonds. Ms. Adams stated the
resolution also contains specific information about the bond terms, tax covenants, and provides
authorized officers of the Agency to not move forward with the sale if it is not in the best interest of
the Agency. MOTION: Ms. Klinzing moved approval of this request and the adoption of Resolution
No. MHFA 16-001. Mr. Klausing seconded the motion. Motion carries 6-0.

C. Selection and Commitment, Low- and Moderate-Income Rental (LMIR), Low- and Moderate-
Income Rental Bridge Loan (LMIR-BL), and Preservation Affordable Housing Investment Fund
(PARIF) Programs — Hopkins Village, Hopkins D2692

Mr. Dan Walsh presented this request for the selection and commitment for Hopkins Village, stating

the application was received on a pipeline basis. Mr. Walsh stated the following sources would be

used to acquire the development and fund the rehabilitation: short term tax exempt bonds, 4% tax
credits, $1 million in soft funding, a Minnesota Housing LMIR first mortgage, tax credit equity
proceeds from US Bank, a deferred developer fee, and a seller loan.

Mr. Walsh stated the initial tax credit compliance period for the building ended in 2103 and an
investment by Minnesota Housing will further the preservation of the federally assisted units by
extending the HAP contract through 2024, while leveraging a present value of $4.8 million in rental
assistance.

Mr. Walsh stated the budgeted total development cost per unit of $124,000 is 8% less than the
$135,000 predictive model estimate. Mr. Walsh stated that many of the systems and in-unit
amenities in the development are original to the building and past their useful life. The scope of
work for the rehabilitation includes improvements to the site, building systems, common areas and
dwelling units. MOTION: Mr. Garnett moved approval of the selection and commitment and the
adoption of Resolution No. MHFA 16-003. Auditor Otto seconded the motion. Motion carries 6-0.
D. Approval, Family Homeless Prevention and Assistance Program (FHPAP), Ratification of
Contract and Approval of Commitment Extensions
Ms. Diane Elias requested ratification of an FHPAP agreement with Ramsey County and the
extension of commitments for one administrator and three initiative funding activities.

Minnesota Housing Regular Board Meeting — January 28, 2106
Page 4 of 8
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Ms. Elias stated the Board had approved the replacement of Catholic Charities with LSS as the
administrator for Central Minnesota and this replacement resulted in the need to perform new due
diligence on the administrator as well as the need to obtain new county board resolutions, which
delayed entering into the grant agreement. Ms. Elias stated the agreement with Ramsey County was
not signed until a few days after the commitment expiration period, so requires ratification by the
Board. Ms. Elias stated that program participants have continued to receive services during the
interim period. Ms. Elias stated the process for entering agreements for the initiative funding has
taken longer than anticipated and staff will request longer deadlines in the future.

Mr. Garnett inquired about the substitution of LSS for Catholic Charities and Ms. Elias responded
that the Catholic Charities had chosen to reduce the number of grants they were administrating
because they had determined they did not have sufficient capacity. Auditor Otto requested two
grammatical corrections to the resolution to ratify the grant agreement with Ramsey County.
MOTION: Auditor Otto moved to adopt Resolution No. MHFA 16-004 as corrected and to adopt
Resolution No. MHFA 16-005. Mr. Klausing seconded the motion. Motion carries 6-0.
E. Approval, Interim Loan Pilot Program and Waiver of Challenge Rule
Ms. Nira Ly requested approval of a pilot program that will provide interim construction loans for
single family homes. Ms. Ly stated that interim loans are currently provided through the Community
Homeownership Impact Fund (CHIF) program, which is governed by Challenge rules. Ms. Ly stated
Challenge rules require loans be provided at either 0% or 2% interest. These loans are currently
funded using Challenge or Pool 3 dollars and staff has determined that loans can instead be funded
through Pool 2, but would require a 3.99% interest rate to meet investment policy guidelines, which
is a higher rate than allowed by Challenge rules. Ms. Ly stated that providing the loans from Pool 2
would allow Challenge money to be used for other programs. Ms. Ly stated the Challenge rules also
require a maximum 20-month loan term. Administrators have requested a longer term in order to
have more continuity in construction financing and to allow for longer construction timelines, so
staff is requesting a maximum loan term of 36 months for the pilot. MOTION: Mr. Johnson moved
approval of the pilot program and the waiver of Challenge Program Administrative Rule 4900.3634
Sub. 2.A. Mr. Klausing seconded the motion. Motion carries 6-0.
F. Approval, Monthly Payment Loan and Deferred Payment Loan Programs, and Associated
Modifications to Program Manuals and the Affordable Housing Plan
Nicola Viana presented this recommendation for changes to the Monthly Payment Loan and
Deferred Payment Loan programs and the associated changes to the program manuals and the
Affordable Housing Plan.

Ms. Viana stated there was a fantastic year of production in 2015 with $681 million in net first
mortgage commitments, an all-time high for the Agency. Ms. Viana stated the home mortgage
programs are serving more borrowers than ever and an increasing number of borrowers are taking
advantage of down payment assistance programs. Ms. Viana stated that staff has forecasted the
Deferred Payment Loan program will run out of resources in July if changes are not implemented.

Ms. Viana stated staff is recommending the maximum loan amount for the Deferred Payment Loan
(DPL) program be decreased from $6,000 to $5,500. Ms. Viana stated the change will create
additional available resources while having minimal impact on borrowers. Ms. Viana stated no
changes are being recommended to the DPL Plus program, and low-income borrowers who fit
targeting criteria will still be able to access up to $7,500 in entry cost assistance through the DPL
Plus program. Ms. Viana stated that 64% of borrowers using the resource are households of color or
of Hispanic ethnicity.

Minnesota Housing Regular Board Meeting — January 28, 2106
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For the Monthly Payment Loan (MPL) program, staff is proposing an increase in maximum loan
amount from $7,500 to $10,000. Ms. Viana stated MPL is interest bearing and a more sustainable
program. Staff anticipates the increase in the loan amount may provide more opportunities to
moderate-income borrowers while shifting some borrowers from DPL to MPL.

Ms. Viana directed members to the table in their printed materials which outlines the Affordable
Housing Plan changes being requested, which include using $1 million from the Strategic
Contingency Fund, $429,000 from unallocated Single Family Interim Lending resources, and $4
million from Pool 2.

Mr. DeCramer requested clarification about when resources would run out for the programs. Ms.
Viana responded that staff anticipates program resources will be fully expended by July if changes
are not made and additional funds are not granted. Mr. Johnson inquired if the changes would allow
the program to continue through the program year end and Ms. Viana stated staff felt that, with the
DPL change in particular, the program should be able to meet needs through the end of the program
year.

Mr. Garnett inquired about the impact of the rising costs of homes in the metro and how that may
affect the program. Ms. Viana stated that staff had a focus group with lenders in December, and
found the median purchase price for borrowers using MPL was $175,000 and cash needed to close
for that price home is about $10,000. Staff does anticipate prices rising more and have accounted
for that increase when designing the program changes.

Mr. Garnett inquired about the balance of Pool 3 following these requested changes to the
Affordable Housing Plan. Mr. John Patterson responded that $2 million was budgeted in the
Strategic Contingency Fund for these types of situations and $1 million will remain following the
requested changes. Mr. Patterson shared that he had surveyed program managers for potential
need and anticipates the remaining $1 million will be sufficient.

Auditor Otto stated her appreciation of staff keeping their eyes on things and being nimble when
changes are needed and praised the creativity and insight of staff, stating they serve the state very
well.

Chair DeCramer also inquired if the changes would carry the program through the end of the year.
Ms. Viana stated that the changes are based on having the same production as 2015. Staff is unsure
if production may rise, but December production was curbed due to the introduction of some new
overlays by US Bank. MOTION: Auditor Otto moved approval of the program changes and
modifications to the program manuals and the Affordable Housing Plan. Mr. Garnett seconded the
motion. Motion carries 6-0.

8. Discussion Items
A. Draft Parameters for a Pilot to Fund a Senior Rental Development with Services
John Patterson presented to the board information on a senior rental housing pilot that will launch
in the next few weeks. Mr. Patterson provided context for the need by stating the senior population
is expected to double in the next 25 years. Mr. Patterson stated that seniors between 65 and 74
move the least and at 75 and older is when people start to move and disabilities go up. The number
of people in this age group will increase over time. Mr. Patterson stated the Agency’s approach has
been to look at senior homeowners, aging in place, home rehab needs, and service needs. Staff will
test models, see what works, review lessons learned and scale what works. Mr. Patterson stated
staff would like to fund a pilot whose primary priorities include the selection of a developer with

Minnesota Housing Regular Board Meeting — January 28, 2106
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experience and capacity, the funding of a project that will serve as many households at or below
30% of AMI as possible, and minimizing the need for Agency gap funding. Mr. Patterson stated that
40% of senior renters are currently at or below 30% of AMI. Mr. Patterson acknowledged that
minimizing the need for gap funding will require a development to be very creative, have an
efficient model, and bring other funding sources. Mr. Patterson also stated the pilot development
should include a plan for aging in place, which, at a minimum, will include a services component,
such as an independent living facility with a services coordinator, but services can go all the way up
to being an assisted living model.

Mr. Patterson stated the Agency has a great team working on the pilot that includes staff from
policy, underwriting, asset management, and business development. The team has done a few site
visits and reviewed financials for those sites. These activities have given staff an idea of what they
may see in the pilot and how applications may be scored and evaluated.

Mr. Garnett commented that there is a tension between trying to minimize the investment in the
physical structure and requiring fairly aggressive service components. Mr. Garnett stated it can put
developments between a rock and a hard place and it will be interesting to see how people respond
to that challenge. Mr. Patterson responded that staff is anticipating the services for the 30% of AMI
population will be provided through the Medicaid elderly waiver program. Mr. Patterson stated that
the staff team is aware of a provider in lllinois who has employed interesting approaches to housing
seniors that relies a lot on elderly waivers.

Commissioner Tingerthal added that the Homes for All Alliance has released its legislative proposal
for 2016 and the group is recommending $110 million in housing infrastructure bonds that would be
dedicated to supporting senior rental development. Commissioner Tingerthal stated the Agency did
not make a similar request in the Governor’s bonding bill, but MN NAHRO has been working over
the past few years with the Agency in conversations with other housing providers to test the
acceptance of that proposal. The conversations have raised concerns that money could be taken
away from permanent supportive housing; if the pie doesn’t grow adding an allowable use for
housing infrastructure bonds could be challenging. There has been a lot of careful discussion about
and consideration of this concern. Commissioner Tingerthal stated that the board had adopted an
Affordable Housing Plan that stated the Agency will begin taking steps to see where there is a role
for the Agency to assist with housing for low-income seniors. Keeping this commitment in mind, the
Agency will continue working with advocates who are pursuing adding senior housing as an eligible
use for housing infrastructure bonds and to provide technical assistance and guidance to try to keep
our actions aligned when possible.

Mr. Johnson inquired how long it was anticipated the pilot would run. Mr. Patterson responded that
discussions have occurred with asset management staff and it is expected that it will take at least
two years following construction and lease-up to have the information needed to assess if it is a
good model. Discussion item. No action.

B. 2016 Division Work Plans Summary

Barb Sporlein presented a summary of the Agency’s division workplans. Ms. Sporlein also reviewed
the strategy management process with the Board. Some of the activities for the coming year
include: meeting high demand with a focus on serving homebuyers of color and Hispanic ethnicity,
evaluating the Targeted Mortgage Opportunity Program, conducting an analysis of the effectiveness
of Agency programs in reaching households of color and suggesting program changes to close gaps,
implementation of the new Single Family loan origination system, expanding Multifamily first
mortgage options, supporting the implementation of the State’s Olmstead Plan and Plan to Prevent

Minnesota Housing Regular Board Meeting — January 28, 2106
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10.

11.

and End Homelessness - including transitions related to the Agency’s role as Lead Agency for HMIS,

analyzing the home rehabilitation and accessibility needs of seniors, and building more robust

technical assistance and capacity building grant programs while partnering with organizations to

build capacity within program administration networks. Discussion item. No action.

Informational Items

A. Metropolitan Council - Minnesota Housing - Land Bank Twin Cities, Inc. - Strategic Acquisition
Grant Agreement

Barb Sporlein disclosed to the Board that she is a on the board of the Land Bank Twin Cities and has

a conflict mitigation plan in place for that relationship. Informational item. No presentation,

discussion, or action.

Other Business

A. Report on Commissioner's Evaluation

Chair DeCramer announced the meeting would be closed to evaluate the Commissioner’s

performance and a report on the discussion would be made following the re-opening of the

meeting. Becky Schack stated the meeting was being closed pursuant to Minnesota Statutes Section

13D.05. The meeting was closed at 2:08 p.m. and re-opened at 2:45 p.m. Chair DeCramer reported

that, during the closed session, the Board discussed Commissioner Tingerthal’s accomplishments

over the past year. Chair DeCramer complimented Commissioner Tingerthal on a good year and well

completed tasks, stating there are challenges for next year and the Board has confidence in her.

Adjournment.

The meeting was adjourned at 2:46 p.m.

Minnesota Housing Regular Board Meeting — January 28, 2106
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Board Agenda Item: 6.A
Date: 2/25/2016

Minnesota
Housing

Finance Agency

Item: Initiative Renewal, Community Fix Up Loan Program

Staff Contact(s):
Shannon Gerving, 651.296.3724, shannon.gerving@state.mn.us
Cal Greening, 651.296.8843, cal.greening@state.mn.us

Request Type:

Approval [ No Action Needed
Motion ] Discussion
(] Resolution O] Information

Summary of Request:

Staff requests board approval for the Community Fix up Loan Program recommendations described in
the attached Initiative Detail. The Community Fix Up Loan Program accepts initiative proposals from
participating Fix Up loan lenders and their community partners on an ongoing basis. The activities must
address home improvement needs with a resulting community impact.

Fiscal Impact:
The program uses Pool 2 funds budgeted in the current 2016 Affordable Housing Plan. Action requested
in this report is consistent with the program terms described in the plan.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

N B Y I 04

Attachment(s):
e Background
e Initiative Detail
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Background / Initiative Detail

BACKGROUND

The following recommendation for a Community Fix Up Initiative meets the guidelines for participation
contained within the Program Concept. Staff applies threshold indicators and considers compensating
factors when determining whether to recommend a specific proposal to access funds under Community
Fix Up Loan Program. The threshold indicators include:

¢ Confirmation that the initiative fits within the Program Concept;
* The strength of partnership;

e Leverage and/or value-added features;

¢ A focused marketing plan; and

¢ Budget counseling, if required.

INITIATIVE DETAIL

Using the $171,975 Impact Fund award approved by the board in October 2015, Greater Metropolitan
Housing Corporation (GMHC) is proposing a Community Fix Up Initiative in the cities of Brooklyn Center,
Crystal and Richfield. As a value-added service, GMHC will provide homeowners free construction
management services. The Initiative proposes to discount Community Fix Up loan rate to 3% for
households with incomes at or below current Community Fix Up income limits. Since 2013, 41 loans
totaling $1,201,749.02 have been closed under this Initiative.

Region Estimated Demand
# Loans Loan Volume
Metro
56 $ 1,540,000
Applicant Partners Partner Contribution
City of Brooklyn Center discount funds, $50,000
City of Crystal discount funds, $50,000
City of Richfield discount funds, $50,000




Page 15 of 183
Board Agenda Item: 7.A
Date: 2/25/2016

Minnesota
Housing

Finance Agency

Item: Resolution Approving Issuance of Multifamily Housing Revenue Notes for the Related
Companies projects of Crossroads of Edina Apartments, Crossroads of New Brighton
Apartments, Crossroads of Shoreview Apartments as well as the Execution of Related
Documents

Staff Contact(s):
Terry Schwartz, 651.296.2404, terry.schwartz@state.mn.us
Paula Rindels, 651.296.2293, paula.rindels@state.mn.us

Request Type:.

Approval [ No Action Needed
Motion ] Discussion
Resolution [ Information

Summary of Request:

To issue three tax-exempt Multifamily Notes (each a “Multifamily Note”), in an aggregate amount not to
exceed $36,300,000, each of which will fund a mortgage loan to pay for a portion of the costs of the
acquisition and rehabilitation of one of three developments, Crossroads of Edina Apartments,
Crossroads of New Brighton Apartments, and Crossroads of Shoreview Apartments. It is proposed that
the Multifamily Notes to be issued will be purchased by Freddie Mac under their Tax Exempt Loan
Program, with the proceeds of the sale to be loaned to the Borrower. Each Multifamily Note will be a
special, limited obligation of the Agency payable solely from and secured by the development and the
loan repayments to be made by the Borrower. The board will be asked to adopt a resolution approving
the terms of each Multifamily Note on a not-to-exceed basis. By approving the Resolution the Board will
be waiving the highlighted provisions of the Debt Management Policy related to conduit bonds.

Fiscal Impact:
The transaction will result in the Agency earning an upfront fee of 1.25% on the principal amount of
Multifamily Notes.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

OO0O00K

Attachment(s):

e Background

e Applicable Portion of Debt Management Policy
e Resolution
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Background

Background:

Related Companies is planning to acquire and rehabilitate a portfolio of three Section 8 properties
known as the Crossroads of New Brighton, Crossroads of Shoreview and Crossroads of Edina. Each of the
three properties is currently subject to both a first lien mortgage securing a long-term amortizing loan as
well as a subordinate lien mortgage securing a deferred loan, each from Minnesota Housing. Each
project is proposed to be financed with a tax-exempt note using Freddie Mac’s Tax Exempt Loan (TEL)
program, together with syndication proceeds generated by 4% tax credits.

This resolution is to approve Minnesota Housing’s issuance of conduit tax-exempt notes. Each of these
notes will qualify the related project to receive 4% low income housing tax credits. In connection with
the acquisition, the borrower: will repay the existing Minnesota Housing first mortgage loans as well as
all or a portion of the existing Minnesota Housing subordinate deferred loans on two of the properties;
has requested that Minnesota Housing subordinate a remaining deferred loan to the new first mortgage
on one property; and has requested a new PARIF deferred loan for one property. Staff is evaluating
financial feasibility of the developments in connection with these requests. If the new PARIF loan is
approved by the Agency’s Mortgage Credit Committee, the new loan will be brought to the Board for
approval at a future Board meeting. Minnesota Housing’s agreement to be a conduit issuer in these
transactions is independent of any decisions by Minnesota Housing to provide a new deferred loan or to
consider the subordination of any existing deferred loans.

Staff is requesting the approval of the resolutions for the issuance of conduit notes for all three projects
at this time because: (1) each of the projects that doesn’t require further Board approval can then close
when the requirements for that project have been met, which may be prior to the next Board meeting;
(2) it is more efficient to obtain approval of tax-exempt notes for all of these developments together;
and (3) consideration of conduit financing for this portfolio of developments collectively meets the
threshold conditions in the Debt Management Policy that “significant barriers to issuance by a different
government issuer exist, such as properties located in multiple jurisdictions.” By adopting the
authorizing resolution for the conduit notes, the Board is only agreeing to be the conduit issuer and not
to lend Minnesota Housing funds or to subordinate existing Minnesota Housing loans. The financing of
each development will not proceed absent: approval of the PARIF loan or subordination for that
development; or the borrower obtaining another funding source. If the borrower does not obtain the
necessary approvals or financing, the conduit tax-exempt notes authorized would not be issued, which
would have no impact on the Agency.
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Applicable Portion of Debt Management Policy

Excerpt of Policy 1 — Debt Management

1.09 Conduit Debt

For purposes of this section, a “conduit bond issue” is a bond issue in which the obligation of
the Agency as issuer to pay principal of and interest on the bonds is limited to the payments it
receives from a private third-party borrower under a loan or lease agreement relating to
revenues derived from the facilities financed or other assets of the third-party borrower.

Tax-exempt bonding authority is a valuable means of producing revenue because it enables the
Agency to operate lending programs of a size far in excess of its own resources. It is therefore
acknowledged that the use of bonding authority for conduit debt issuance is generally not in
the best financial interest of the Agency. From time to time and under certain conditions, use
of tax-exempt bonding authority for conduit issuance may be desirable to meet state housing
needs and may be considered. The following threshold conditions should be present in order
for staff to recommend a conduit bond issue:

e Bonding authority used for conduit issues does not cause a significant loss of authority
available to operate priority programs, in the sole judgment of the Agency.

e The issuance is for preservation of affordable rental units the Agency determines are
important units to preserve under its strategic plan.

e Significant barriers to issuance by a different government issuer exist, such as properties
located in multiple jurisdictions, making public notice and authorization requirements
difficult.

e The Agency has determined not to issue bonds secured by the Agency’s general or
limited obligation for the project to be financed.

e The Agency assumes no initial or continuing disclosure obligations in connection with
the conduit issue.

e The Agency assumes no financial obligation in connection with the conduit issue.

e If publicly offered, the debt is expected to be rated in one of the two highest long-term
rating categories by at least one nationally recognized rating agency acceptable to the
Agency and, if applicable, the highest short-term rating category by at least one
nationally recognized rating agency.

e If privately placed, repayment of the debt must, in the judgment of the Agency and
based on information from the Agency’s financial consultant, be financially feasible.

e The Agency’s bond counsel must be utilized.

e All costs of issuance, maintenance and payment of the bond issue, including all Agency
out-of-pocket expenses and fees and disbursements of bond counsel and the Agency’s
financial consultant, if any, must be paid by the borrower or, if available therefore, may
be paid from proceeds of the bonds.
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e Administrative fees to be paid to the Agency as issuer will not be less than, subject to
arbitrage restrictions, the sum of (1) an upfront fee of 50 basis points times the original
principal amount of the bonds, plus (2) an on-going fee payable semiannually equal to
the greater of (a) one-half of 10 basis points applied to the then outstanding principal
amount of the bonds or (b) a minimum amount to be established for the bond issue.

Additional Guidelines. Investment bankers and/or placement agents other than the Agency’s
bankers and financial advisors may be utilized without implying any appointment to the
Agency’s board-selected banking and financial advisory team. The Agency’s investment
bankers or financial advisors may act as financial consultant to the Agency or perform other
functions for the Agency in connection with the conduit bond issue.

Results of marketing conduit bond issues are not subject to Sections 1.03, 1.04 or 1.05 of this
Debt Management Policy, including requirements for formal post-sale analysis by the Agency’s
financial advisor, nor are they includable in the biannual investment banker review required in
Section VIl even if the conduit issue’s investment banker is currently appointed to the Agency’s
banking team.
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RESOLUTION NO. MHFA 16-006

RESOLUTION RELATING TO MULTIFAMILY HOUSING REVENUE NOTES,
SERIES 2016 (CROSSROADS EDINA), (CROSSROADS NEW
BRIGHTON) AND (CROSSROADS SHOREVIEW);,
AUTHORIZING THE ISSUANCE AND SALE THEREOF

BE IT RESOLVED BY THE MINNESOTA HOUSING FINANCE AGENCY (the
“Agency”), as follows:

Section 1. Recitals.

1.01. Authority. The Agency is authorized under Minnesota Statutes, Chapter 462A,
including, without limitation, Section 462A.08 thereof, as amended (the “Act”), to issue bonds
and notes from time to time for the purpose of making loans to finance the costs of acquisition,
construction, rehabilitation and equipping of residential housing for occupancy by persons and
families of low and moderate income that qualifies for, and will be utilized so as to obtain the
benefits of, low-income housing credits under Section 42 of the Internal Revenue Code of 1986,
as amended (the “Code”), and other purposes authorized by the Act.

1.02. Purpose. It is now determined to be necessary and desirable to provide for the
issuance of limited obligation revenue notes (collectively, the “Governmental Notes™), in three
series, for the purpose of loaning the proceeds thereof to a borrower (collectively, the
“Borrowers”), each as identified in Exhibit A hereto, to finance the acquisition, rehabilitation,
and equipping of a multifamily rental housing development project (collectively, the “Projects”),
each as described in Exhibit A, and to pay costs of issuance of each Governmental Note and
related costs. The three Projects will be known as Crossroads of Edina, Crossroads of New
Brighton and Crossroads of Shoreview.

1.03. Governmental Notes, Funding Loan Agreements and Project Loan Agreements.
It is proposed that each Governmental Note will be purchased by Jones Lang LaSalle
Multifamily, LLC (the “Funding Lender”) pursuant to a Funding Loan Agreement, to be dated
on or after March 1, 2016 (each, a “Funding Loan Agreement”), between the Agency, the
Funding Lender, and a fiscal agent to be determined (the “Fiscal Agent”). Repayment of each
Governmental Note will be secured by certain collateral, including a Mortgage, Security
Agreement, Assignment of Leases and Rents and Fixture Financing Statement, to be dated on or
after March 1, 2016 (each a “Mortgage”), from the related Borrower to the Agency, as further
assigned by the Agency to the Funding Lender by an Assignment of Security Instrument, to be
dated on or after March 1, 2016 (each an “Assignment of Mortgage”), by which the Borrower
grants to the Governmental Lender a mortgage lien on and security interest in its Project as
security for the payment of the Governmental Note and assigns to the Governmental Lender its
interests in all leases and rents with respect to the mortgaged property. The Governmental
Lender will apply the proceeds of each Governmental Note to make a loan to each respective
Borrower (each, a “Project Loan”) pursuant to a related Project Loan Agreement, each to be
dated on or after March 1, 2016 (each a “Project Loan Agreement”) by and between the Agency,
the Fiscal Agent and the related Borrower. Each Borrower’s repayment obligations under its
Project Loan Agreement will be evidenced by that Borrower’s execution of a Promissory Note to

4843-8054-2765.4
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the Agency, to be dated on or after March 1, 2016 (each a “Project Note”), which Project Note
the Agency will endorse to the Fiscal Agent as provided in the related Funding Loan Agreement.

Each of the Governmental Notes will be a special, limited obligation of the Agency
payable solely from and secured by the loan repayments to be made by each Borrower under its
Project Loan Agreement and will not constitute or give rise to a pecuniary liability of the
Agency, the State of Minnesota (the “State”) or any political subdivision thereof or be a general
obligation of the Agency or constitute a debt or loan of the credit of the State or any political
subdivision thereof.

1.04. Public Hearing. The Agency conducted a public hearing, duly noticed, on
February 23, 2016, on the proposal that the Agency issue the Governmental Notes and lend the
proceeds thereof to the Borrowers, as required by Section 147(f) of the Code. All parties who
appeared at the hearing were given an opportunity to express their views with respect to the
proposals and interested persons were given the opportunity to submit written comments to the
Agency prior to the date of the hearing.

1.05. Sale of the Governmental Notes. Each of the Governmental Notes will be issued
and sold to the Funding Lender at a price equal to the principal amount thereof pursuant to terms
to be approved by any of the Chairman, the Vice-Chairman, the Commissioner, the Chief
Financial Officer or the Director of Finance (each an “Authorized Officer”) and the Borrower
and subject to parameters set forth in Section 4 hereof and in the Agreement and
Indemnification, dated January 7, 2016, executed by Related Affordable, LLC, a New York
limited liability company, as sponsor for the Borrowers with respect to the Projects, for the
benefit of the Agency.

1.06. Documentation. Draft forms of the following documents (collectively, the
“Agency Note Documents”) relating to the Governmental Notes have been prepared and
submitted to the Agency and are hereby directed to be filed with the Agency and its agents and
representatives:

@ A proposed form of each Governmental Note;

(b) A proposed form of each Funding Loan Agreement;

(© A proposed form of each Project Loan Agreement;

(d) A proposed form of each Assignment of Mortgage; and

(e A proposed form of each Bond Regulatory Agreement, to be dated on or
after March 1, 2016 (each a “Bond Regulatory Agreement”), between the Agency, the
Borrower and the Fiscal Agent to ensure compliance with certain rental and occupancy
restrictions imposed by the Act and Section 142(d) of the Code and to ensure compliance
with certain restrictions imposed by the Agency.

4843-8054-2765.4
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Section 2. Authorization of the Governmental Notes and Approval of the Agency Note
Documents.

@) To provide sufficient funds to be used and expended for the purposes set
forth in Section 1.01, it is now determined to be necessary to issue three Governmental
Notes that are designated as (i) the “Multifamily Housing Revenue Note (Crossroads of
Edina), Series 2016,” (ii) the “Multifamily Housing Revenue Note (Crossroads of New
Brighton Project), Series 2016,” and (iii) the “Multifamily Housing Revenue Note
(Crossroads of Shoreview Project), Series 2016,”. The Agency is hereby authorized to
issue and sell each Governmental Note to provide funds to be used to make a loan to a
Borrower to finance the related Project and pay costs of issuance of that Governmental
Note and related costs, and to assign its interest in each Project Loan Agreement and loan
repayments due thereunder to the Fiscal Agent. To the extent that certain of the threshold
conditions with respect to the issuance of conduit debt set forth in the Debt Management
Policy of the Agency, as amended through July 23, 2015, are not met with respect to the
issuance of the Governmental Notes, the Agency waives those conditions.

(b) The form of each Governmental Note and the other Agency Note
Documents, the provisions of which are incorporated herein by reference, are hereby
approved, subject to any modifications as are deemed appropriate and approved by an
Authorized Officer, which approval shall be conclusively evidenced by execution of the
Agency Note Documents by an Authorized Officer. Copies of all the documents shall be
delivered, filed or recorded as provided therein.

(© An Authorized Officer is hereby authorized and directed to execute and
deliver the Agency Note Documents and any consents or documents necessary in
connection with the transfer of each Governmental Note to the Federal Home Loan
Mortgage Corporation (“Freddie Mac”), as described in each Funding Loan Agreement
and each Project Loan Agreement, and any other documents as are deemed necessary or
appropriate by Kutak Rock LLP, bond counsel to the Agency (“Bond Counsel”), in
connection with the issuance, sale, and delivery of the Governmental Notes, including
various certificates of the Agency, Information Returns for Tax Exempt Private Activity
Bond Issues, Form 8038, and an endorsement of the Agency to the tax certificate to be
delivered by each Borrower. An Authorized Officer is also authorized and directed to
execute any other instruments as may be required to give effect to the transactions herein
contemplated.

(d) Each Governmental Note and the interest thereon (i) shall be payable
solely from the revenues pledged therefor under each Project Loan Agreement, each
Funding Loan Agreement, and each Mortgage; (ii) shall not constitute a debt of the State
within the meaning of any constitutional or statutory limitation; (iii) shall not constitute
nor give rise to a pecuniary liability of the State or a charge against its general credit or
taxing powers; (iv) shall not constitute a charge, lien, or encumbrance, legal or equitable,
upon any property of the State other than the Agency’s interest in the Project Loan
Agreements; and (v) shall not constitute a general or moral obligation of the State.

4843-8054-2765.4
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Section 3. Terms of Governmental Notes. The Governmental Note for Crossroads of
Edina Project shall be issued in a principal amount not to exceed $9,900,000; the Governmental
Note for Crossroads of New Brighton Project shall be in a principal amount not to exceed
$18,700,000 and the Governmental Note for Crossroads of Shoreview Project shall be in a
principal amount not to exceed $7,700,000. Each Government Note will be issued, in the form
and upon the terms set forth in the related Governmental Note and Funding Loan Agreement,
which terms are incorporated herein and made a part hereof; provided, however, that the interest
rate on each Governmental Note shall be as set forth in the final form of each Governmental
Note, to be approved, executed, and delivered by an Authorized Officer, as set forth in Section 4
hereof, which approval shall be conclusively evidenced by that execution and delivery. Any
Authorized Officer is authorized to approve the final terms and conditions of the Governmental
Notes, the approval to be evidenced by the execution and delivery of the Governmental Notes as
set forth in Section 4 hereof.

Section 4. Preparation and Execution. Each Governmental Note shall be prepared in
substantially the form now on file, subject to Section 3 hereof, and shall be executed by the
manual or facsimile signature of the Chairman or Vice-Chairman, attested by the Commissioner,
and authenticated by manual signature of the Fiscal Agent for the benefit of the Funding Lender.
The Fiscal Agent is hereby appointed as the paying agent and registrar of the Governmental
Notes.

Section 5. General Tax Covenant. The Agency recognizes the obligation to comply with
the provisions of the Code regarding the exclusion of interest from federal gross income of the
interest on each Governmental Note and will cause each Borrower to covenant in its Project
Loan Agreement and its Bond Regulatory Agreement that it will not take, or permit or cause to
be taken, any action that would adversely affect the exclusion of interest (other than interest on
the related Governmental Note for a period during which the Governmental Note is held by a
“substantial user” of any facility financed with the proceeds of the Governmental Note or a
“related person” as the terms are used in Section 147(a) or any successor provision of the Code),
and will take or cause to be taken any action necessary to maintain the exclusion from gross
income and, if it should fail to take or permit, or cause to be taken, as appropriate, any such
action, the Agency shall use its best efforts to take all lawful actions necessary to rescind or
correct the actions or omissions promptly upon having knowledge thereof.

Section 6. Reimbursement.

@ The United States Department of the Treasury has promulgated
regulations governing the use of the proceeds of tax-exempt bonds, all or a portion of
which are to be used to reimburse the Agency or the Borrower for project expenditures
paid prior to the date of issuance of the bonds. Those regulations (Treasury Regulations,
Section 1.150-2) (the “Regulations”) require that the Agency adopt a statement of official
intent to reimburse an original expenditure not later than 60 days after payment of the
original expenditure. The Regulations also generally require that the bonds be issued and
the reimbursement allocation made from the proceeds of the bonds occur within 18
months after the later of: (i) the date the expenditure is paid; or (ii) the date the project is
placed in service or abandoned, but in no event more than three years after the date the
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expenditure is paid. The Regulations generally permit reimbursement of capital
expenditures and costs of issuance of the bonds.

(b) To the extent any portion of the proceeds of a Governmental Note will be
applied to expenditures with respect to the related Project, the Agency reasonably expects
to reimburse the related Borrower for the expenditures made for costs of that Project from
the proceeds of that Governmental Note after the date of payment of all or a portion of
the expenditures. All reimbursed expenditures shall be capital expenditures, a cost of
issuance of the Governmental Notes, or other expenditures eligible for reimbursement
under Section 1.150-2(d)(3) of the Regulations and also qualifying expenditures under
the Act.

Based on representations made by each Borrower, other than (i) expenditures to
be paid or reimbursed from sources other than the related Governmental Note,
(i) expenditures permitted to be reimbursed under prior regulations pursuant to the
transitional provision contained in Section 1.150-2(j)(2)(i)(B) of the Regulations,
(iii) expenditures constituting preliminary expenditures within the meaning of Section
1.150-2(f)(2) of the Regulations, or (iv) expenditures in a “de minimis” amount (as
defined in Section 1.150-2(f)(1) of the Regulations), no expenditures with respect to any
of the Projects to be reimbursed with the proceeds of the Governmental Notes have been
made by a Borrower more than 60 days before the date of adoption of this resolution of
the Agency.

(© Based on representations by each Borrower, as of the date hereof, there are
no funds of the Borrowers reserved, allocated on a long term-basis, or otherwise set aside
(or reasonably expected to be reserved, allocated on a long-term basis, or otherwise set
aside) to provide permanent financing for the expenditures related to the related Project
to be financed from proceeds of the Governmental Note, other than pursuant to the
issuance of that Governmental Note. This resolution, therefore, is determined to be
consistent with the budgetary and financial circumstances of each Borrower as they exist
or are reasonably foreseeable on the date hereof.

Section 7. Authentication of Proceedings. The Chairman, Vice-Chairman,
Commissioner, Chief Financial Officer and Director of Finance and other officers of the Agency
are authorized and directed to furnish to the Funding Lender and Bond Counsel certified copies
of all proceedings and records of the Agency relating to the Governmental Notes, and any other
affidavits and certificates as may be required to show the facts relating to the legality and validity
of the Governmental Notes as the facts appear from the books and records in the officers’
custody and control or as otherwise known to them; and all the certified copies, certificates and
affidavits, including any heretofore furnished, shall constitute representations of the Agency as to
the truth of all statements of fact contained therein.

Section 8. Limitations of the Agency’s Obligations.  Notwithstanding anything
contained in each Governmental Note or the other Agency Note Documents, none of the
Governmental Notes shall constitute a general obligation or debt of the Agency within the
meaning of any constitutional or statutory limitation, nor be payable from or constitute a charge,
lien or encumbrance, legal or equitable, upon any funds or any property of the Agency other than
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the revenues specifically pledged to the payment thereof pursuant to the Agency Note
Documents, and no holder of a Governmental Note shall ever have the right to enforce payment
thereof against any property of the Agency other than those rights and interests of the Agency
that have been pledged to the payment thereof pursuant to the Agency Note Documents. The
agreement of the Agency to perform the covenants and other provisions contained in this
resolution or the Governmental Notes or other Agency Note Documents shall be subject at all
times to the availability of the revenues furnished by the Borrower sufficient to pay all costs of
the performance or the enforcement thereof, and the Agency shall not be subject to any personal
or pecuniary liability thereon.

[Remainder of page intentionally left blank]
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Adopted by the Minnesota Housing Finance
Agency this 25" day of February, 2016

By:
Chairman

Attest:
Commissioner

[Signature page to Resolution No. MHFA 16-006]
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EXHIBIT A

DESCRIPTION OF BORROWERS AND PROJECTS

Borrower Name Location Number of Units

CR Edina Crossroads of Edina Edina, MN 64
Acquisition, LLC
CR New Brighton Crossroads of New Brighton, MN 173
Acquisition, LLC New Brighton

CR Shoreview Crossroads of Shoreview, MN 44
Acquisition, LLC Shoreview
8

4843-8054-2765.4
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Board Agenda Item: 7.B
Date: 2/25/2016

Minnesota
Housing

Finance Agency

Item: Amendment to Minneapolis 2015 Community Homeownership Impact Fund Award and
Approval of Corresponding Community Fix Up Loan Program Initiative

Staff Contact(s):
Nira Ly, 651.296.6345, nira.ly@state.mn.us
Nick Boettcher, 651.296.9567, nick.boettcher@state.mn.us

Request Type:

Approval [ No Action Needed
Motion ] Discussion
[ Resolution O Information

Summary of Request:

Staff requests board approval to revise the 2015 Community Homeownership Impact Fund award to the
City of Minneapolis from an owner-occupied deferred loan program to a Community Fix Up Loan
interest rate write-down program. Staff also requests board approval of the corresponding Community
Fix Up Loan Program Initiative for the Greater Metropolitan Housing Corporation.

Fiscal Impact:
None.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

N B Y I 04

Attachment(s):

e Background

e Revised Award Details

e Community Fix Up Loan Program Initiative
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Background / Revised Award Details / Community Fix Up Loan Program Initiative

BACKGROUND

Minnesota Housing awarded the City of Minneapolis Department of Community Planning and Economic
Development (CPED) $280,000 in funds for its Rehabilitation Support Program (RSP) through the 2015
Community Homeownership Impact Fund (Impact Fund) Single Family Request for Proposals (RFP). CPED
received $260,000 in Deferred Loan Funds to rehabilitate 20 owner-occupied properties in 23 target
neighborhoods in Minneapolis and $20,000 in Grant Funds for program administration. RSP provides
loans to repair owner-occupied homes in areas of North, Northeast, and South Minneapolis.

During the Impact Fund contract approval phase, CPED approached Minnesota Housing to request a
change in the program design of its award. It proposed implementing an interest rate write-down
program through a Community Fix Up Loan Program (CFUL) Initiative rather than RSP. The revised
program design will:

e Stretch the Impact Fund resources further by writing down interest rates;

e Result in a roughly 200% increase in the number of proposed households served; and

e Conserve limited and targeted resources in CPED’s code abatement and lead grant programs
which would otherwise be used as match dollars for RSP.

REVISED AWARD DETAILS

The revised award will be in the form of Grant Funds to write down CFUL interest rates to 2%. The
award amount will remain the same at $280,000. The full $280,000 will be used to write down interest
rates. CPED will no longer receive funds for program administration. CPED proposes to complete 51
units under the revised program design. The target neighborhoods, maximum loan amount, and type of
home improvements will remain the same as awarded. There will be no one-to-one match requirement.
CPED projects that the households served through the revised program design will be substantially
similar to those served under the RSP model.

The Greater Metropolitan Housing Corporation (GMHC) will serve as the CFUL Initiative lender and has
submitted an application for a CFUL Initiative in partnership with CPED. The request for board approval
of GMHC’s corresponding CFUL Initiative request is included below.

While CPED is confident in the demand for the revised program model and that substantially similar
households will be able to access the program, Minnesota Housing staff and CPED reserve, by mutual
agreement, the ability to revert the program design of the award back to the original RSP program and
terms originally approved by Minnesota Housing under the 2015 Impact Fund RFP.

COMMUNITY FIX UP LOAN PROGRAM INITIATIVE

The following recommendation for a CFUL Initiative meets the guidelines for participation contained
within the CFUL Program Concept. Staff applies threshold indicators and considers compensating factors
when determining whether to recommend a specific proposal to access funds under CFUL. The
threshold indicators include:

e Confirmation that the initiative fits within the Program Concept;
e The strength of partnership;

e Leverage and/or value-added features;

¢ A focused marketing plan; and

e Budget counseling, if required.



Page 29 of 183
Agenda Item: 7.B

Background / Revised Award Details / Community Fix Up Loan Program Initiative

Using the $280,000 Impact Fund award to the City of Minneapolis described above, GMHC is proposing
a CFUL Initiative in the areas of North, Northeast, and South Minneapolis. The Initiative proposes to
discount Community Fix Up loan rates to 2% for households with incomes at or below 115% area

median income (currently $99,500).

Region Estimated Demand
# Loans Loan Volume
Metro
51 $ 1,020,000
Applicant Partners Partner Contribution
City of Minneapolis Discount funds, $280,000
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Board Agenda Item: 7.C
Date: 2/25/2016

Minnesota
Housing

Finance Agency

Item: Community Homeownership Impact Fund Scoring Revisions for the 2016 Single Family Request
for Proposals

Staff Contact(s):
Nira Ly, 651.296.6345, nira.ly@state.mn.us

Request Type:

Approval [ No Action Needed
Motion ] Discussion
(] Resolution O] Information

Summary of Request:
Staff requests board approval of the proposed scoring revisions for the Community Homeownership
Impact Fund (Impact Fund) 2016 Single Family Request for Proposals (RFP).

Fiscal Impact:
None.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

XOOK KX

Attachment(s):
e Background
e 2016 Single Family Request for Proposals Scoring Criteria
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Background / 2016 Single Family Request for Proposals Scoring Criteria

BACKGROUND

The Community Homeownership Impact Fund team conducted a review of the 2015 Single Family Request
for Proposals (SF RFP) scoring criteria and proposes revisions to the scoring criteria under the 2016 SF RFP.
The revisions will align the 2016 scoring criteria with Minnesota Housing strategic priorities under the
2016-2019 Strategic Plan and create additional clarity. Below are the proposed scoring criteria and the
points allocated to each criterion for the 2016 SF RFP.

2016 SINGLE FAMILY REQUEST FOR PROPOSALS SCORING CRITERIA
1. Leverage — 9 points total. This is reduced from 11 points and takes into consideration the following:
a. Total leverage committed by activity — 3 points and remains the same.
b. Leverage Ratio — 3 points and remains the same.
c. Diversity of leverage — 3 points, which is reduced from 5 points. While diversity of leverage is
valued, the total percent of leverage and the leverage ratio is just as important as leverage
from multiple types of entities.

2. Foreclosure — 1 point total for proposals that address foreclosed properties. This is reduced from 5
points because foreclosure rates are down to pre-recession levels, but there is still value, particularly
on the single family side, in addressing foreclosed properties.

3. Underserved Populations — 6 points total for demonstrating a record of serving underserved
populations as defined under the Challenge Administrative rule.

a. Households of Color or Hispanic Ethnicity — 4 points total. There is more weight on households
of color or Hispanic ethnicity because this criterion supports the agency strategic priority of
reducing the homeownership disparity. This criterion takes into consideration the following:

i. 2 points total for applicants that serve a high percent of households of color or
Hispanic ethnicity.

ii. 2 points total based on the extent to which the percent of households of color or
Hispanic ethnicity that an applicant has served reflects the percent of households of
color or Hispanic ethnicity in the target area.

b. Disabled Individuals — 1 point total based on the extent to which the percent of disabled
individuals that an applicant has served reflects the percent of disabled individuals in the
target area.

c. Single Headed Households — 1 point total based on the extent to which the percent of single
headed households that an applicant has served reflects the percent of single headed
households in the target area.

d. NOTE: This criterion was previously “Marketing to Eligible and Underserved Populations”
which came to a total of 7 points. This criterion has been revised to increase emphasis on
demonstrated record of serving underserved populations and to clarify the factors being
assessed.

4. Universal Design/Accessibility Features — 1 point total for incorporating universal design/accessibility
features. This score remains the same but will be a separate criterion. It was previously categorized
under the “Marketing to Eligible and Underserved Populations” criterion.

5. Large family housing — 1 point total for committing to developing large family housing. This score
remains the same but will be a separate criterion. It was previously categorized under the “Marketing
to Eligible and Underserved Populations” criterion.

6. Senior Housing — 2 points total for proposals that will enable individuals 62+ years old to age in place.
This is a new criterion that will incentivize addressing one of the agency’s strategic priorities.
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Special Niche — 1 point total for owner-occupied rehabilitation and affordability gap proposals that
demonstrate the ability to address unique financial or credit issues that make it difficult for certain
households to access traditional or existing products. This is a new criterion.

Regulatory Incentive — 1 point total. This score remains the same but will be a separate criterion. It
was previously categorized under the “Other Investment/Cost factors related to Project Feasibility”
criterion.

Impact Fund Subsidy Protection/Long Term Affordability — 3 points total. This score remains the
same but will be a separate criterion. It was previously categorized under the “Other Investment/Cost
factors related to Project Feasibility” criterion.

Cooperatively-Developed Plan (CDP) — 1 point total if a CDP is provided for the community in which
the proposed target area is located. This is reduced from 2 points.

Workforce Housing — 4 points total. The point total remains the same but allows applicants to receive
points if the target area is within a Workforce Housing Priority Area but does not provide a CDP.
Applicants that do not provide a CDP will receive fewer points. Previously, an applicant that did not
provide a CDP was not eligible for any points under Workforce Housing. NOTE: Only proposals that
provide a CDP will be eligible for Workforce Housing Initiative Funds.

Efficient Land Use — 5 points total and remains the same. Points will be awarded based on the extent
to which a proposal maximizes the efficient use of land and takes into consideration the following:

a. Rehabilitation proposals that maximize the adaptive reuse of buildings; and

b. New Construction proposals that minimize the loss of agricultural land and green space.

Location Efficiency — 6 points total and remains the same. Points will be awarded based on the extent
to which a proposed target area has access to fixed transit or dial-a-ride and the walkability of the
proposed target area. Walkability is prioritized based on a documented Walkscore rating of 50 or
more. Basis of points awarded are defined separately for Metro areas and Greater Minnesota.

Community Recovery — 2 points total and remains the same. Points will be awarded based on the
extent to which a proposed target area coincides with a Community Recovery Priority Area.

Economic Integration — 5 points total and remains the same. Points will be awarded based on the
extent to which the proposed housing activity is affordable to eligible low- and moderate-income
households is located within higher income areas and near job centers.

Organizational Capacity — 10 points total, including related housing experience; a demonstration of
successful completion of similar projects; and other organizational due diligence factors.

Overall Project Feasibility — 10 points total, including the nature of the proposed site; the extent to
which reasonable development costs are proposed; and the extent to which the housing (activity) is
economically viable.

Community Need — 10 points total, including the extent to which there is a well-defined community
need for the housing activity in the target geography based on local demographic, workforce, and
economic factors. This is increased from 5 points to be in line with Overall Project Feasibility and
Organizational Capacity.
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The following scoring criteria from the 2015 SF RFP are proposed to be removed for the 2016 SF RFP:

1. Foreclosure Remediation/Community Recovery Strategy — 1 point total. This was a subjective
criterion that assessed the connection between a proposal and foreclosure
remediation/community recovery. It was difficult to maintain scoring consistency on this category.

2. Cost Containment — 1 point total. This was a subjective criterion that assessed how an applicant
proposed to contain costs. It was difficult to maintain scoring consistency on this category. For
2016, this will be addressed in the “Feasibility” section scored during selections committee and
will be based on RS means data rather than reviewers’ subjective assessment.

3. Suitability of Housing — 1 point total. This was a subjective criterion that assessed how proposed
housing would be suitable for the proposed target population. Most applicants received the one
point for this regardless of property design, location, or target population.
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Staff is recommending adoption of a motion for approval of the proposed revisions to the Housing Tax
Credit Qualified Allocation Plan (QAP) and Procedural Manual for the 2017 Housing Tax Credit Program.
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This is a federally sponsored program not funded from state appropriations and will not have any fiscal
impact on the Agency’s financial condition.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs
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Preserve Housing with Federal Project-Based Rent Assistance
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BACKGROUND:

The Federal Tax Reform Act of 1986 created the Housing Tax Credit Program (HTC) for qualified
residential rental properties. The HTC program is the principal federal subsidy contained within the tax
law for acquisition/substantial rehabilitation and new construction of low-income rental housing.

Section 42 of the Internal Revenue Code (IRC), requires that state allocating agencies develop a Qualified
Allocation Plan (QAP) for the distribution of the tax credits within their jurisdiction. The QAP is subject to
modification or amendment to ensure the provisions conform to the changing requirements of the IRC,
applicable state statute, the changing environment and to best promote the Agency’s strategic
priorities. Staff has reviewed the HTC program and is preparing the necessary modifications.

On January 21, 2016, staff met with tax credit suballocators to review proposed revisions for the 2018
QAP and to adopt the tentative 2018 HTC Program Schedule. The cities of Minneapolis and St. Paul, and
Dakota and Washington counties are expected to continue to administer tax credits within their
jurisdictions and the cities of Duluth, St. Cloud, and Rochester are expected to again enter into Joint
Powers Agreements with the Agency to administer their 2017 housing tax credits.

A summary of the proposed revisions for the 2018 QAP and Procedural Manual will be made available
for public review on the Agency’s web site following Board approval of the proposed revisions, along
with a notice of the upcoming HTC 2018 QAP public hearing. The Agency invites comments from tax
credit developers, industry representatives, and the public regarding the Allocation Plan at a public
hearing scheduled for March 24, 2016. Staff will review all comments, and changes will be incorporated
into the HTC QAP and/or Manual where appropriate. The Board will review the Final 2018 HTC QAP and
Procedural Manual revisions at its April 28" Board meeting. Upon obtaining final Agency Board and
Governor approval of the HTC QAP and Procedural Manual, staff will provide technical assistance to
applicants.

Attachments to this report are descriptions of the data and methodology to be used in various data-
driven scoring criteria in the QAP. If new data is made available prior to the scheduled public hearing,
the data in the affected methodologies (as noted on the Workforce Housing Communities, Location
Efficiency, and Community Economic Integration methodology attachments) will be updated.

The proposed revisions to the QAP are presented in final form. A blackline version of the Self-Scoring
Worksheet is also included to help explain the changes. The Self-Scoring Worksheet is a form that is
provided to potential applicants for the HTC program and contains all of the scoring criteria presented in
the QAP. Copies of the current QAP and Procedural Manual are available on the Agency’s website,
www.mnhousing.gov (Home -> Multifamily Rental Partners -> Programs & Funding -> Tax Credits ->
2016 QAP Planning Materials)
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2018 HTC PROGRAM SCHEDULE

March 24, 2016

Minnesota Housing 2018 QAP Public Hearing

April 28, 2016

Agency Board asked to approve final 2018 QAP and Manual

April 17, 2017
(tentative date)

Publish RFP for HTC 2018 Rounds 1 and 2

June 15, 2017
(tentative date)

HTC 2018 Round 1 and 2017 MF Consolidated RFP Application Deadline

October 26, 2017
(tentative date)

Agency Board asked to approve HTC 2018 Round 1 selection
recommendations

January 30, 2018
(tentative date)

HTC 2018 Round 2 Application Deadline

April 26, 2018
(tentative date)

Agency Board asked to approve HTC 2018 Round 2 selection
recommendations

2017 HTC PROGRAM SCHEDULE

March 23, 2015

Minnesota Housing 2017 QAP Public Hearing

April 23, 2015

Agency Board asked to approve final 2017 QAP and Manual

April 18, 2016

Publish RFP for HTC 2017 Rounds 1 and 2

June 16, 2016

HTC 2017 Round 1 and 2016 MF Consolidated RFP Application Deadline

October 19, 2016

Agency Board asked to approve HTC 2017 Round 1 selection
recommendations

January 31, 2017
(tentative date)

HTC 2017 Round 2 Application Deadline

April 27, 2017
(tentative date)

Agency Board asked to approve HTC 2017 Round 2 selection
recommendations
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2018 Housing Tax Credit Program, QAP and Procedural Manual
Proposed Revisions

Statutory
No statutory changes are proposed.

Qualified Allocation Plan, Procedural Manual, and/or Self-Scoring Worksheet

1. Revise the Strategic Priority Policy Thresholds.
In the 2017 Qualified Allocation Plan (QAP), seven Strategic Priority Policy Thresholds were defined.
All proposals must meet at least one of these thresholds in order to compete for 9% tax credits.
While all of the selection priorities in the Qualified Allocation Plan are important, the goal of these
thresholds is to ensure that all applications for scarce 9% credits meet certain policy goals that will
drive outcomes under the Agency’s Strategic Plan.

Staff is proposing direct revisions only to the Supportive Housing Strategic Priority Policy Threshold.
However, proposed revisions to the definition of Planned Community Development in the HTC
Procedural Manual and to the Preservation Selection Priority, as noted later in this report, will have
an impact on the corresponding Strategic Priority Policy Thresholds as noted below.

The first revision proposed to the Supportive Housing Strategic Priority Policy Threshold is to tie
threshold eligibility for homeless households to eligibility under the corresponding Supportive
Housing for Households Experiencing Homelessness scoring criterion. Relating the threshold to the
scoring categories increases consistency, and will ensure that the same requirements contained in
the scoring categories related to application submissions and proposal feasibility, also apply to the
threshold. The proposed QAP also adds proposals targeting people with disabilities (as evidenced by
eligibility under the People with Disabilities scoring criterion) as eligible under this Threshold. This
will allow projects advancing the goals of the Olmstead Plan to compete for 9% credits.

Proposed revisions to the Strategic Priority Policy Thresholds (shown in blackline):

To be eligible for tax credits from the State’s volume cap under Minnesota Housing’s QAP, a
developer must demonstrate that the project meets at least one of the following priorities:

a. Access to Fixed Transit: Projects within one-half mile of a completed or existing LRT, BRT, or
commuter rail station.

b. Greater Minnesota Workforce Housing: Projects in Greater Minnesota documenting all three of
the following:

1. Need: Projects in communities with low vacancy (typically considered 4 percent and below,
documented by a market study or other third party data) and:

i. That have experienced net job growth of 100 or more jobs,
ii. With 15 percent or more of the workforce commuting 30 or more miles to work, or
iii. With planned job expansion documented by a local employer

2. Employer Support
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3. Cooperatively Developed Plan: Projects that are consistent with a community-supported plan
that addresses workforce housing needs.

c. Economic Integration: Projects located in higher income communities outside of rural/tribal
designated areas with access to low and moderate wage jobs, meeting either First or Second
Tier Community Economic Integration as defined in the Areas of Opportunity scoring criterion
(Selection Priority 2) on the “Self-Scoring Worksheet.”

d. Tribal: Projects sponsored by tribal governments, tribally designated housing entities, or tribal
corporate entities.

e. Planned Community Development: Projects that contribute to Planned Community
Development efforts, as defined in section 6.A of the “Housing Tax Credit Program Procedural
Manual,” to address locally identified needs and priorities, in which local stakeholders are
actively engaged.

f. Preservation: Existing federally assisted or other critical affordable projects eligible for points
under Selection Priority 10 32 on the “Self-Scoring Worksheet.”

g. Supportive Housing: Proposals that will serve people with disabilities or households
experiencing homelessness that are eligible for points under Selection Priority 11 Permanent
Supportive Housing for Households Experiencing Homelessness or Selection Priority 12 People

with Disabilities on the Self-Scoring Worksheet.

4-uni aithar: o

2. Revise procedures for the Rural Development/Small Project set-aside.

The current QAP provides a Rural Development (RD)/Small Project set-aside of $300,000 of tax
credits for projects financed by Rural Development or small projects containing 12 or fewer units
located in a RD service area. Projects which are eligible for the set-aside must determine whether
they wish to compete in either the general pool or the RD/Small Project set-aside. If an applicant
chooses to compete in the set-aside and is not competitive, they currently are not eligible to
compete in the general pool, and would not be selected. In other words, it is possible that a project
submitted to the set-aside would not be selected due to the small size of the set-aside, but would
have been competitive in the general pool had the applicant chosen to apply this way. Staff
recommends in the proposed QAP that applicants to the set-aside first compete in the general pool,
and if not competitive, then move to the $300,000 RD/Small Project set-aside for consideration. This
may allow for more RD financed or small rural projects to be funded, however only to the extent
that the projects satisfy many Agency priorities and are competitive in the general pool.

3. Revise the Household Targeting scoring criterion (Selection Priority #1 on the Self-Scoring
Worksheet); Create new scoring criterion titled People with Disabilities (Selection Priority #12 on
the Self-Scoring Worksheet).
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The Special Populations criterion, which can be claimed for proposals targeting people with
disabilities, represents one of three mutually exclusive scoring options under the Household
Targeting scoring category, each of which is worth 10 points in the current QAP. Currently
applicants may either choose 10 points for proposing Large Family Housing, 10 points for Single
Room Occupancy Housing for households with incomes at or below 30 percent of area median
income, or 10 points for targeting people with disabilities under Special Populations. Points under
the Special Populations option have not often been claimed, as applicants typically choose either
Large Family or Single Room Occupancy Housing. Staff proposes removing Special Populations from
the Household Targeting category so that it need no longer be mutually exclusive of Large Family
Housing or Single Room Occupancy Housing. This change will cause the category to function in a
manner similar to the Permanent Supportive Housing for Households Experiencing Homelessness
category, which has been widely used. This will allow any type of property — whether Large Family or
smaller units — to receive priority for setting aside units to serve people with disabilities, and will
provide a higher point potential for such units. Staff expects this to increase production of units
targeted to serve people with disabilities, in line with goals under the Olmstead Plan. To clarify the
intent of the Special Populations category, staff recommends retitling it “People with Disabilities.”
Because there is some correlation between households experiencing homelessness and people with
disabilities, staff recommends that points cannot be claimed for the same units under both the
Permanent Supportive Housing for Households Experiencing Homelessness category and People
with Disabilities category. This will likely mean that the revisions to the category will result in an
increase in the number of units being built for people with disabilities, above and beyond the units
typically being included for homeless households.

Another barrier that may have contributed to few applicants choosing to claim the Special
Populations points in the past is the targeting percentages that were required. Rather than
providing 10 points for projects targeting 10 to 25 percent of units for people with disabilities, staff
recommends three tiers for targeting People with Disabilities, similar to points provided in the
Permanent Supportive Housing category:

o five points for 5-9.99% of total units, with a minimum of four units

e seven points for projects targeting 10-14.99% of total units

e 10 points for 15-25% of total units

This structure will encourage creation of units in integrated settings, but also encourage overall
production of available units.

Staff expects that it has also been difficult to produce units under the current Special Populations
category because this target population faces other barriers beyond lack of suitable units, including
a need for rental assistance or very low rents. The proposed QAP allows points under this category
only for proposals that will serve households at or below 30 percent of area median income, with
rents underwritten to be affordable using the Agency’s Supportive Housing underwriting standards
if rental assistance is not available. This also aligns with guidelines for the HUD Section 811 rental
assistance, which the Agency anticipates having available to support projects serving this target
population. Staff recommends providing two points for projects receiving points under People with
Disabilities that have committed rental assistance for at least five percent of total project units, but
no fewer than four units, for units that will serve eligible people with disabilities.
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The current QAP requires applicants claiming points for serving the People with Disabilities
population to provide a letter from the County Human Services Department or designated service
provider, but has not required sufficient detail for analyzing the feasibility of the service component.
Staff is recommending new language to provide more detailed requirements for what must be
covered in an agreement with the county, tribal human services office, or service provider. In
addition, the proposed QAP requires applicants claiming points in this category to clearly define the
target population they are intending to serve.

Staff is also recommending a revision to the Large Family Housing scoring component under
Household Targeting. The current criterion provides 10 points for projects in which 75 percent of
total tax credit units contain two or more bedrooms. In addition, one of the minimum threshold
requirements mandated by State statute requires projects in the Twin Cities Metro to meet this 75
percent two-bedroom requirement, plus provide at least one-third of the 75 percent as units with
three or more bedrooms.. The result of this is that most new construction non-supportive housing
projects in the Metro are meeting this one-third three bedroom requirement, while this is not the
case for projects in Greater Minnesota. Developers report that these larger units are more difficult
to develop in Greater Minnesota communities because the rent differential that can be collected for
these larger units does not compensate for the higher operating and construction costs. Because
this difficulty could lead to lower scores in a number of categories, staff recommends adding an
additional two point option for Greater Minnesota projects which meet the one-third three
bedroom criterion in addition to the 75 percent two-bedroom criterion.

4. Add scoring for Access to Higher Performing Schools under the Areas of Opportunity scoring
criterion (Selection Priority #2 on the Self-Scoring Worksheet), increase points for the Rural/Tribal
scoring criterion (Selection Priority #3 on the Self-Scoring Worksheet), and revise the definition of
Planned Community Development in the HTC Procedural Manual.

In line with the 2016 — 2019 Strategic Plan, staff proposes to add an Access to Higher Performing
Schools scoring criterion, providing four points to projects serving families that are located near
higher performing schools. This strategy promotes outcomes in both housing and education, in line
with the Strategic Plan’s focus on housing as the foundation for success.

The proposed method for this scoring criterion defines higher performing schools as those that meet
or exceed the statewide rate on two or more of three measures: first — the share of third graders
who are reading proficient; second — the share of eighth graders who are math proficient; and third
— the share of high school students that graduate on time. Staff recommends that this criterion
apply in the Twin Cities Metro and in Greater Minnesota cities with populations of over 50,000,
consistent with the geographic applicability of the Economic Integration criterion. To balance the
increase in points for Metro and larger Greater Minnesota communities, an increase of three points
is recommended for the Rural/Tribal category, increasing the total automatic Rural/Tribal points to
ten.

The Access to Higher Performing Schools criterion is proposed to apply only for projects serving
families — defined as those which include at least 25 percent of total tax credit units, but a minimum
of 15 units, as two or more bedroom units, and for which the owner will market to families with
children.
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The proposed QAP also acknowledges the importance of community efforts to promote academic
achievement among students, regardless of school test scores and graduation rates. Staff
recommends providing priority under the Planned Community Development scoring criterion for
projects located in an area where stakeholders are actively engaged in a comprehensive plan to
improve academic achievement.

Proposed Revisions to the Definition of Planned Community Development (shown in blackline):

To be considered Planned Community Development, an applicant must document the following

about a community plan or initiative:

e The local community is actively working on implementation steps identified in the plan, or the
plan includes a timeline of implementation activities that runs past the date when the
Minnesota Housing Board of Directors would make its initial commitment decision regarding the
funding request. Plans that have been superseded by more current plans do not qualify.

e Geographic boundaries of a targeted geographic area are identified by the plan or initiative.
Qualifying plans in small communities may encompass the entire geography of the community
or region, although the plan’s targeted geographic area should be a subset of the community or
region.

e The plan or initiative responds to a crisis or opportunity and pursues community, economic,
educational or transit oriented development objectives for the target geography, aimed at
creating a more vibrant, livable, sustainable and equitable community or, reversing historic
underinvestment or decline in the area.

e The plan or initiative includes the rehabilitation or production of affordable housing as a key
strategy to meet identified objectives.

e The plan or initiative identifies specific activities and investments by which the local community
is pursuing and implementing the objectives.

A qualifying plan can be created and approved by a wide variety of public and private local
community development partners such as cities, counties, private foundations and public housing
authorities. Plans local entities are required to produce, such as comprehensive plans in the Seven
County Metropolitan Area, are not by themselves considered evidence of Planned Community
Development. In addition to submission of evidence of Planned Community Development, evidence
must be provided that a specific project contributes to the goals of the plan. The evidence must
come from an appropriate representative of the city or town that represents the geographic area in
which the project would be located. The evidence must be in the form of a letter or resolution which
identifies the plan and its consistency with local goals.

Combine Economic Integration, Location Efficiency, Workforce Housing Communities, and Access
to Higher Performing Schools under an Areas of Opportunity scoring criterion (Selection Priority
#2 on the Self-Scoring Worksheet).

Staff recommends combining the Economic Integration, Location Efficiency, Workforce Housing
Communities, and Access to Higher Performing Schools scoring categories into one category titled
“Areas of Opportunity”. This will call attention to the fact that projects proposed for locations
providing access to opportunities are an important priority of the QAP. Providing a clear message to
applicants is important to ensure site selection is guided toward the highest priority sites. In
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addition, grouping these categories that prioritize certain locations streamlines the Self-Scoring
Worksheet.

6. Revise the Location Efficiency scoring category under the Areas of Opportunity scoring criterion
(Selection Priority #2 on the Self-Scoring Worksheet).

In consultation with rural and tribal partners, staff has investigated the types of dial-a-ride service
available in various communities and found a wide spectrum of service levels offered. In some
communities dial-a-ride operates with limited hours of service, requiring significant advanced
notice, and in some cases requiring a minimum level of demand from passengers for service on a
given day to ensure service will operate. However, other communities have dial-a-ride service that
offers a benefit to passengers that is similar to that of fixed route transit. Staff is proposing three
tiers of points for availability of dial-a-ride service, depending on how much advance notice must be
provided for service, and whether a minimum number of passengers must request service to secure
operation of the service on a given day. This will allow the highest quality dial-a-ride service to
compete on par with fixed route transit service. In addition, staff recommends revising the required
hours of service for dial-a-ride availability. In the current QAP, service is required from 6:30AM to
7:00PM Monday through Friday. This large span of service is not feasible in most communities that
were evaluated, and staff recommends revising this to 7:00AM to 5:30PM Monday through Friday.

7. Clarify the Federal/Local/Philanthropic scoring criterion (Selection priority #4 on the Self-Scoring
Worksheet).

Staff recommends clarifying that contributions that are awarded to an owner for housing
development activity, if included as a source in the development budget, may be considered for
points even if they are not project-specific, provided that they meet all other requirements of the
scoring criterion.

8. Clarify the Financial Readiness to Proceed scoring criterion (Selection priority #5 on the Self-
Scoring Worksheet).

Points are awarded in the current QAP for projects with a certain percentage of project sources
secured. The percentage is arrived at by calculating total funding committed (excluding first
mortgage financing and any anticipated proceeds from the current tax credit request), divided by
total development cost (excluding first mortgage financing and any anticipated proceeds from the
current tax credit request). Given this formula, projects with a proposed first mortgage that includes
tax increment financing (TIF) are at a disadvantage compared to those with TIF proceeds separately
financed from the first mortgage, though the projects are equally ready to proceed. To equalize the
points for TIF regardless of the structure of the financing, staff recommends revising the formula to
clarify that the first mortgage net of the TIF portion is excluded from the numerator and
denominator of the formula.

Another revision proposed is to subtract estimated sales tax rebate funds from the amount of funds
that need to be committed. In Minnesota, projects sponsored by non-profit organizations are
eligible to receive a sales tax rebate on materials purchased for construction. The Agency requires
eligible owners to pursue this source, however it is not possible to receive a commitment for the
rebate at the time of application. To avoid putting projects with non-profit sponsors at a
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disadvantage, staff recommends subtracting an estimate of the amount of sales tax rebate from
both the numerator and denominator of the equation.

Lastly, the proposed QAP clarifies that projects with no funding gap, where total development costs
are fully funded with proceeds from tax credit and first mortgage financing, are eligible for 14
points, though the numerator and denominator are zero.

Revise the Eventual Tenant Ownership scoring criterion (Selection priority #8 on the Self-Scoring
Worksheet).

The current QAP provides one point for projects which submit a financially viable plan to transfer
ownership of the project to the tenants after the initial 15-year tax credit compliance period. The
Self-Scoring Worksheet provides some information about requirements for the homeownership
conversion plan, tenant eligibility, and required homebuyer services, however it is not
comprehensive. In September 2015 the Board approved the Eventual Tenant Homeownership (ETO)
Guide for owners nearing the end of their 15-year compliance period that wish to convert their
properties to ownership. This Guide was developed in consultation with the Tribes, community
partners, single family staff, and other housing finance agencies with established conversion
programs, with the goal of ensuring the units continue to operate as safe and decent affordable
housing post-conversion, and that tenants are set up to be successful. The ETO Guide provides a
comprehensive source of information for the Agency’s requirements, and staff recommends
incorporating this Guide into the requirements of the scoring criterion by reference.

In addition, since drafting of the ETO Guide, staff has discovered substantial issues with conversions
of attached, non-single family homes. With attached-unit conversions, the owner would control the
majority interest in the homeowner’s association unless the majority of tenants purchased their
homes, which may not occur for several years if at all. In addition, effectively operating a combined
rental/ownership building would carry significant challenges. As such, staff recommends allowing
conversions under the ETO Guide, along with associated points in the scoring criterion, only for
detached single-family units. Staff consulted with the Tribes on this recommendation given that the
majority of projects that have claimed this point in the past have been tribally-owned, and no
concerns were raised. Staff also consulted with numerous other states that have imposed similar
limitations in their QAPs.

Revise the Preservation scoring criterion (Selection priority #10 on the Self-Scoring Worksheet).

In the 2016 QAP Minnesota Housing implemented a mandatory pre-application for applicants
claiming points under preservation. While staff and partners found the process valuable, there were
some timing issues. To resolve these issues staff recommends clarifying that the pre-application will
be due one month prior to the application deadline, and that all required materials must be received
by this date or the pre-application will be rejected. In addition, the proposed QAP removes the
mandatory technical assistance session from the pre-application requirements.

To receive points under Preservation, projects must meet one of three preservation thresholds —
Risk of Loss Due to Market Conversion, Risk of Loss Due to Critical Physical Needs, and Risk of Loss
Due to Ownership Capacity. For projects meeting one of these thresholds, points are then awarded
for units with Existing Federal Assistance, or other Critical Affordable Units at Risk of Loss.
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To meet one of the three thresholds, the QAP currently requires that 15 or more years have passed
since initial loan closing or the most recent tax credit placed in service date. Because it is unclear
what initial loan closing means in the context of a project that may have been recapitalized multiple
times, and the timing of a given loan closing may be unrelated to the award of federal assistance,
staff recommends revising the requirement to say that 15 or more years has passed since the award
of the existing federal assistance (for projects claiming points for Existing Federal Assistance) or
since the initial loan which created the rent and income restrictions and the most recent tax credit
placed in service date (for projects claiming Critical Affordable Units).

The Market Conversion risk threshold is intended to prioritize marketable properties which are in
strong markets that could convert from affordable to market rate housing. Staff recommends
several changes to simplify and standardize the information required from applicants to document
this risk of loss threshold, and to ensure the threshold effectively prioritizes the projects most at
risk. The first proposed revision is to clarify that properties that have received financing that
prevents the owner from exiting the program providing the federal assistance or affordability
restrictions will not be eligible for Risk of Loss Due to Market Conversion. The proposed QAP will
also clarify that the scope of work used in the Conversion Model to analyze the financial feasibility of
a conversion to market must be the same scope as proposed in the tax credit application. The
Conversion Model will also be simplified to look at the financials for just the current and post-
conversion financial models, rather than looking at three years of financial projections.

The Critical Physical Needs Risk threshold is intended to prioritize properties which have physical
needs that put the federal assistance or other critical affordable housing resources at risk of being
lost. Feedback received from applicants on the current QAP is that even for a property with severe
physical issues, it is difficult to document critical physical needs. Staff recommends several changes
that will allow projects with physical needs that put the affordable housing resources at risk to more
easily demonstrate this. First, staff recommends removing reference to HUD’s Uniform Physical
Condition Standards (UPCS), and instead using Agency Physical and Capital Needs Assessment
Standards. Projects already must provide these Agency assessments with an application for funding,
and Agency staff are skilled at evaluating these measures, so using Agency standards rather than
UPCS will be more efficient for both staff and applicants. In addition, the applicant tools that
support this determination will be streamlined and far simpler given this revision. Further, Agency
standards are more comprehensive than UPCS. The proposed criteria will identify certain categories
on the Capital Needs Assessment 20 Year Expenditure as critical physical needs categories, and if
replacement of any of these items is expected within the next three years, these will count toward
the calculation of critical physical needs.

Staff also recommends revisions to the Risk of Loss Due to Ownership Capacity threshold to broaden
the types of events that qualify as evidence of ownership capacity issues that put the federal
assistance or affordability restrictions at risk. Staff recommends adding triggers such as loan default,
current foreclosure action, unpaid taxes and assessments, and on-going lack of compliance with
lenders or terms of federal assistance to the list of conditions. Further, the proposed QAP requires
evidence that these events put the federal assistance or affordability at risk. Lastly, the revisions
clarify that in the event Risk of Loss Due to Ownership Capacity is claimed, a transfer of ownership
must occur.
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The proposed QAP includes several clarifications regarding what type of projects, including RD
projects without rental assistance, public housing, and units financed under the Rental Assistance
Demonstration (RAD) program, qualify under Existing Federal Assistance and Critical Affordable
Units. In line with the 2016 — 2019 Strategic Plan, the intent of the Existing Federal Assistance
scoring category is to preserve units with federal project-based rental assistance. Projects with other
types of assistance, including those that reduce the amount of debt payments required, can
compete under Critical Affordable Units at Risk of Loss.

For projects meeting one of the above risk of loss thresholds that also have existing federal
assistance, it is unclear in the current QAP whether partially assisted projects qualify to compete for
points under Existing Federal Assistance, and if so, what portion of a project must be federally
assisted in order to compete. Staff recommends tiering the 20 points currently available for this
category so that projects with a higher percentage of federally assisted units receive more points.
However, in recognition of the importance of partially assisted projects, which are often located in
strong markets, staff recommends different percentage tiers for partially assisted projects in
Economic Integration areas. The proposed QAP also clarifies that projects with an existing federal
rental assistance contract covering a portion of the units that will also receive new federal rental
assistance, should claim points for the total of the existing and new rental assistance under the
Existing Federal Assistance category rather than under Rental Assistance.

The Critical Affordable Units at Risk of Loss scoring category, also under Preservation, is being
revised to be simpler and to eliminate redundancy. The proposed QAP removes the requirement for
projects competing in this category to also receive points in at least three location-based categories.
Rather than requiring points in these categories, staff recommends reducing the amount of points
for the category so that it will become less likely that a project claiming points for Critical Affordable
Units could compete without being eligible for points under the locational priorities. Similarly, since
much of the language in the Funder Collaboration criterion currently overlaps with the
Federal/Local/Philanthropic Contributions criterion, staff recommends eliminating Funder
Collaboration, and adding anything unique from this category to Federal/Local/Philanthropic
Contributions.

Revise the Permanent Supportive Housing for Households Experiencing Homelessness scoring
criterion (Selection priority #11 on the Self-Scoring Worksheet).

Under the current QAP, applicants claiming points for serving homeless households are eligible to
receive points regardless of the feasibility of the project’s supportive housing component. To
prioritize just those projects that are financially feasible and will result in quality supportive housing,
staff recommends adding several feasibility threshold criteria that must be met in order to receive
points under this category. The proposed feasibility criteria include an evaluation of whether:

e The service provider has sufficient experience;

e Services are appropriate to the target population;

e The number of service hours exceeds a defined allowable minimum;

e A portion of service funding is secured; and

e The applicant agrees to participate in the State’s Coordinated Entry assessment process

Similarly, because units targeting homeless households without rental assistance require
significantly more scarce deferred loan resources, staff recommends prioritizing those projects that
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have secured rental assistance. In the 2017 QAP the minimum commitment percentage for the
Rental Assistance scoring criterion (Preference Priority #2 on the Self-Scoring Worksheet) was
reduced from ten to five percent so that general occupancy developments with commitments of
project based assistance to support a small number of homeless units would receive priority over
those without commitments of rental assistance. However, projects with a small percentage of
homeless units will most likely claim points under Serves Lowest Income Tenants/Rent Reduction
(Preference Priority #1 on the Self-Scoring Worksheet) for having 100 percent of their units with
gross rents below 50 percent of area median income (AMI), and the Serves Lowest Income category
prohibits points for the same units in Rental Assistance and Serves Lowest Income. Additionally, the
payment standard for Rental Assistance is often greater than the 50 percent AMI rent limit. Because
the requirements in the Serves Lowest Income Tenants and Rental Assistance categories make it
infeasible for a general occupancy project with rental assistance for a small number of homeless
units to claim points for rental assistance, staff recommends increasing the minimum Rental
Assistance threshold back up to ten percent and instead providing points for Rental Assistance for
Supportive Housing units under the Supportive Housing category. Staff recommends two points for
projects receiving points under Supportive Housing that have committed rental assistance for at
least five percent of total project units, but no fewer than four units, for units that will serve eligible
homeless households.

Another revision is recommended for the consideration added to the 2017 QAP for the priorities
identified by the local Continuum of Care (COC) committees. In the current QAP the local COC’s
identified their top priorities in terms of household type — families, singles, or youth, and
subpopulation type — including veterans, people with severe mental illness, victims of domestic
violence, chronic homeless, chronic substance abuse, veterans, and people with HIV/AIDs. Because
applicants typically plan to serve numerous sub-population types, with significant overlap, staff has
concluded that COC priorities for household type are more meaningful, and the priority for sub-
population type should be eliminated. Staff also recommends providing points to only the highest-
ranked household type, given that there are only three choices. The proposed QAP includes two
points for proposals targeting the household type prioritized by the local COC. As part of the COC
ranking process, guidance was provided to the local committees about inviting broad community
input and using data to drive decision-making. The Continuum of Care (CoC) Priorities attachment
provides additional detail on the process that was used by the local COC committees to determine
household type priorities.

Revise the Rental Assistance scoring criterion (Preference Priority #2 on the Self-Scoring
Worksheet).

Staff is proposing to revise the Rental Assistance scoring criterion as noted under the section of this
report describing changes proposed for the Permanent Supportive Housing for Households
Experiencing Homelessness scoring criterion.

In addition, staff is proposing a requirement that private commitments of rental assistance must be
provided for a term of at least four years in order to receive points under this category, to ensure
commitments made by private owners provide measurable benefit for the long-term feasibility of a
project if a scoring priority is to be received.
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Projects with rental assistance meeting the definition of federal assistance under Preservation are
currently excluded from Rental Assistance points. Staff also recommends that rental assistance
meeting the definition of federal assistance but not meeting the 15-year requirement described in
the Preservation scoring section above be eligible under the Rental Assistance criterion.

Revise the Cost Containment scoring criterion (Preference Priority #4 on the Self-Scoring
Worksheet).

The current cost containment scoring criterion provides four points for projects with costs in the
bottom 50™ percentile for all proposals submitted for each project type. Projects thus compete
against each other in a blind competition that determines a cost threshold for each project type.
Owners of projects that claim points in this category, but which subsequently go over the cost
threshold are then assessed a negative four point penalty in the next funding round in which they
compete. The cost containment criterion was added in the 2014/2015 QAP, and worked as expected
in the first year of implementation. However in the most recent funding round, costs came in higher
than expected in some cases, and some applicants report that they are no longer claiming the points
given the risk of cost increases. It appears that with the current volatility and strong demand in the
construction market, applicants have determined that these four points are not worth the risk of a
negative penalty, and so are choosing to build in extra contingency into their budgets, or to not
claim the points at all. Staff recommends increasing the points to six, but keeping the penalty at four
points, in order to compensate for the risk associated with the category. Staff expects that
increasing the incentive will motivate applicants claiming the points to create more cost-effective
budgets, and to incent more applicants to claim the points. As staff’s original intention was to keep
the point value for the Cost Containment criterion lower than the locational criteria in the QAP, staff
recommends increasing the points available for Workforce Housing Communities from five to six
points.

Add a scoring criterion for minority and woman-owned businesses (Preference Priority #5 on the
Self-Scoring Worksheet).

The proposed QAP includes three points for projects which include on the development team —
project sponsor, general contractor, architect, or management agent — a minority-owned or woman-
owned business enterprise, as certified by the owner.

General Administrative and Clarifications:

Perform various administrative checks for spelling, formatting, text and instruction corrections and
clarifications within QAP, Manual, Self-Scoring Worksheet, and other 2018 tax credit program
related documents.
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400 Sibley Street | Suite 300 | Saint Paul, MN 55101-1998 | 651.296.7608

MI n n _eSOta 800.657.3769 | fax: 651.296.8139 | tty: 651.297.2361 | www.mnhousing.gov
Housing

Finance Agency

Equal Opportunity Housing and Equal Opportunity Employment

February 25, 2016
RE: 2018 Qualified Allocation Plan
Dear Stakeholders,

Minnesota Housing is pleased to present our draft 2018 Qualified Allocation Plan (QAP). This plan was created in
collaboration with partners and stakeholders who share our goal of providing affordable housing as a
foundation for success.

Process
To develop the draft QAP, we gathered economic, demographic, market, and community data, as well as
feedback from:

e Regional Housing Dialogues with community and housing leaders from around the state

e Informal conversations with partners and stakeholders

e Several targeted focus groups

Goals

The draft QAP reflects priorities in Minnesota Housing’s 2016-2019 Strategic Plan and our need to balance
competing goals. It is responsive to statewide priorities, local needs, and national best practices. Particular
attention is given to the following:

e Serving people with the greatest needs, largest barriers, and fewest housing choices, including
households experiencing homelessness, people with disabilities, large families, and the lowest income
households.

e Promoting housing in areas of opportunity, where developments leverage community resources such as
jobs, transit, and schools that assist families in being successful.

e Supporting community and economic development in a variety of communities.

e Preserving existing subsidized and federally-assisted housing.

e Using scarce resources efficiently.

Next Steps

The draft QAP will be open for a 30-day public comment period, including a public hearing. Minnesota Housing
staff will then carefully review all comments and adjust the draft QAP as needed before finalizing and presenting
it to the Minnesota Housing Board for approval.

The final QAP is published more than a year before applications are due to allow the development community
extra time to plan and bring forward projects that reflect the QAP’s priorities and objectives.

We look forward to working with all of our partners to implement these goals and provide more affordable
housing opportunities for Minnesotans.

Sincerely,

Mary Tingerthal
Commissioner
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Self-Scoring Worksheet
2017 2018 Housing Tax Credit

Program

Development Name:

Development Number: (D Number)

Application Number: (M Number)

Development Location:

Development City:

Please note the following:

1. Strategic Priority Policy Threshold:
o All projects with the exception of those obtaining tax credits in association with Tax Exempt Bonds over
and above the State’s allocation of Housing Tax Credits must meet at least one of the Strategic Priority
Policy Thresholds defined in Article 9 of the HTC Qualified Allocation Plan in order to apply for Housing
Tax Credits.

2. Minimum Point Requirements:
e Request for Minnesota Housing Finance Agency (Minnesota Housing) administered tax credits from the
State’s volume cap must demonstrate the project is eligible for not less than 30 points.

e Request for tax credits in association with Tax Exempt Bonds over and above the State’s allocation of
Housing Tax Credits must demonstrate the project is eligible for not less than 30 points.

e Minnesota Housing reserves the right to reject applications not meeting its Project Selection
requirements as contained in the Procedural Manual, or to revise proposal features, and associated
scoring, to ensure the project meets the requirements.

3. Documentation of Points:
¢ Indicate the selection and/or preference priority points expected for your project. Where multiple points
per section are available please check the appropriate box (0O) for points claimed. Attach directly to this
self-scoring worksheet, a separate detail sheet and documentation that clearly supports points claimed.
Minnesota Housing will determine actual selection points awarded — points will not be awarded unless
documentation is provided along with the application to justify the points claimed.

4. Extended Duration:

o All projects with the exception of those obtaining tax credits in association with Tax Exempt Bonds over
and above the State’s allocation of Housing Tax Credits must maintain the duration of low-income use for
a minimum of 30 years. The owner agrees that the provisions of IRC §§ 42(h)(6)(E)(i)(1l) and 42(h)(6)(F)
(which provision would permit the owner to terminate the restrictions under this agreement at the end of
the compliance period in the event Minnesota Housing does not present the owner with a qualified
contract for the acquisition of the project) do not apply to the project, and that the Section 42 income and
rental restrictions shall apply for the period of 30 years beginning with the first day of the compliance
period in which the building is a part of a qualified low income housing project.

2018 2647 HTC Self-Scoring Worksheet 1 0of 25 Rev. 84/2014 02/2016
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5. Design Standards:

o The project must meet the requirements in the Minnesota Housing Rental Housing Design/Construction
Standards and be evidenced by a Design Standards Certification form executed by the owner and
architect. Additional design requirements will be imposed if Large Family Housing points are
claimed/awarded or points are claimed/awarded which require specific design elements (i.e. High Speed
Internet, Universal Design).

6. A Declaration of Land Use Restrictive Covenants:

e Covering the rent restrictions and occupancy requirements presented at selection must be recorded
against the property.

7. Affirmative Fair Housing:

o Affirmative Fair Housing Marketing Regulations, held as centrally important by Minnesota Housing, require
that each applicant carry out an affirmative marketing program to attract prospective buyers or tenants of
all majority and minority groups in the housing market area regardless of race, creed, color, religion, sex,
national, origin, marital status, status with regard to public assistance, disability, sexual orientation, or
familial status. All applicants must submit an Affirmative Fair Housing Marketing Plan at the time of 8609
documenting an acceptable plan to carry out an affirmative marketing program.

2018 2037 HTC Self-Scoring Worksheet 2 of 25 Revised 85/2014 02/2016
Minimum Threshold Requirements
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ROUND 1 — MINIMUM THRESHOLD REQUIREMENTS

For applications submitted in Round 1, all applicants statewide must meet one of the following threshold types.
Please indicate the Threshold item you meet:

A. Inthe Metropolitan Area:

1.

[

[

New construction or substantial rehabilitation in which, for the term of the extended use period
(term of the Declaration of Land Use Restrictive Covenants), at least 75 percent of the total tax
credit units are single room occupancy units with rents affordable to households whose income
does not exceed 30 percent of the area median income.

New Construction or substantial rehabilitation family housing projects that are not restricted to
persons 55 years old or older in which, for the term of the extended use period (term of the
Declaration of Land Use Restrictive Covenants), at least 75 percent of the total tax credit units
contain two or more bedrooms and at least one-third of the 75 percent contain three or more
bedrooms; or

Substantial rehabilitation projects in neighborhoods targeted by the city for revitalization.

B. Outside the Metropolitan Area:

1.

[

Projects which meet a locally identified housing need and which are in short supply in the local
housing market as evidenced by credible data such as local council resolution submitted with the
application. (For Threshold Letter — Sample Format, see HTC Procedural Manual, Reference
Materials Index.)

C. Projects that are not restricted to persons of a particular age group and in which, for the term of the extended
use period (term of the Declaration of Land Use Restrictive Covenants), a percentage of the units are set aside
and rented to persons:

1.

[
[
[

[
[

with a serious and persistent mental illness as defined in Minnesota Statutes § 245.462,
Subdivision 20, paragraph (c);

with a developmental disability as defined in United States Code, Title 42, Section 6001,
paragraph (5), as amended;

who have been assessed as drug dependent persons as defined in Minnesota Statutes § 254A.02,
Subdivision 5, and are receiving or will receive care and treatment services provided by an
approved treatment program as defined in Minnesota Statutes § 254A.02, Subdivision 2;

with a brain injury as defined in Minnesota Statutes § 256B.093, Subdivision 4, paragraph (a); or

with permanent physical disabilities that substantially limit major life activities, if at least 50
percent of the units in the project are accessible as provided under Minnesota Rules Chapter
1341.

D. Preserve Existing Subsidized Housing:

1.

[

Projects, whether or not restricted to persons of a particular age group, which preserve existing
subsidized housing, if the use of tax credits is necessary to (1) prevent conversion to market rate
use or (2) to remedy physical deterioration of the project which would result in loss of existing
federal subsidies; or

E. Rural Development:

1.

[

Projects financed by Rural Development, which meet statewide distribution goals.

2018 2617 HTC Self-Scoring Worksheet 3 0of 25 Revised 05/2014 02/2016
Minimum Threshold Requirements
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Developer Minnesota

Selection Priorities . P Housing
Claimed

Awarded

| 1. Household Targeting 10 to 12 Points

Choose one of the following:

[ ] Large Family Housing - The proposal is for a project that provides family housing that is not restricted to
persons 55 years old or older. The tenant selection plan must give preference to families with minor
children.
|:| A. At least 75 percent of the total tax credit units must contain two or more bedrooms. Fhe

enRdahn ee =‘ iv O -“‘ wHER "'3 ‘3 eh- 10P0il1t$

1 B. For Greater Minnesota proposals receiving points under A above, at least one-third of the 75
percent contain three or more bedrooms. — 2 Points

[ ] single Room Occupancy Housing1 - At least 50 percent of the total tax credit units must be one bedroom or
less with rents affordable to households whose incomes do not exceed 30 percent of AMI. — 10 Points

. ion At la O-percen Ad-ub-te sercento ha to ni aco ida and catad

to-special-poputations—10-Points The Special Populations household targeting has been incorporated into
new Selection Priority 12. People with Disabilities

2. Areas of Opportunity Econemictategration 1 to 28 Points 2-te-9-Peints

A. Economic Integration — 2 to 9 Points

[[] The proposed housing provides project economic integration by providing at least 25 percent but
not greater than 80 percent of the total units in the project as qualified HTC low income units (does
| not include full-time manager or other common space units) - 2 points

OR

To promote economic integration, projects are awarded points for being located in higher income
communities outside of rural/tribal designated areas that are close to jobs. First and second tier economic
integration areas are outside of racially and ethnically concentrated areas of poverty.

[] First Tier - The proposed housing is located in a census tract eligible for 9 points

|:| Second Tier - The proposed housing is located in a census tract eligible for 7 points

NOTE: The following resources on Minnesota Housing’s website may be used to determine if the
proposed housing is located in areas that meet the requirements to claim points under economic
integration:

Economic integration areas maps and census tract listing:
http://www.mnhousing.gov/idc/groups/public/documents/webcontent/mhfa_012464.pdf .

Rural/Tribal Designated areas maps and census tract listing: [insert link].

Additionally, find economic integration and rural/tribal designation area map overlays in the agency’s
community profiles interactive mapping tool:

1 Specific performance requirement relief provisions are available for projects receiving points under the Single Room
Occupancy Housing e+Special-Ropulations-categoriesy-of-the-Household Targeting-Selection-Priority-for “HFSP-Units”.
Chapter 7.A. of the Tax Credit Procedural Manual should be referenced for additional details. Specific performance
requirements will be incorporated into a Tax Credit Declaration of Land Use Restrictive Covenants and recorded with the
property.

2018 2017 HTC Self-Scoring Worksheet 4 of 25 Rev. 85/2014 02/2016
Selection Priorities
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Awarded

http://www.mnhousing.gov/wcs/Satellite?c=Page&cid=1373870285684&pagename=External%2FPage%2
FEXTStandardlLayout.

B. Access to Higher Performing Schools — 4 Points

Points are awarded for projects serving families* in locations that will provide access to higher performing
schools.

[ 1 The proposed housing will serve families and is located in an area considered to have Access to
Higher Performing Schools. — 4 points

*To be eligible as a project serving families, at least 25 percent of total tax credit units, with @ minimum of 15
units, must contain two or more bedrooms, and the owner must agree to market the units to families with
minor children.

Access to Higher Performing Schools area maps are found on Minnesota Housing’s website: <insert link>

Additionally, find Access to Higher Performing Schools area map overlays in the agency’s community profiles
interactive mapping

tool:http://www.mnhousing.gov/wcs/Satellite?c=Page&cid=1373870285684 &pagename=External%2FPage%?2
FEXTStandardlLayout.

C. B-Workforce Housing Communities — 3 to 6 5 Points

Points are awarded for projects located in or near a city or township needing workforce housing (communities
having a large number of jobs or job growth, individual employer growth, or having a large share of their
workforce commuting long distances).

[] The proposed housing is in a Top Job Center or Net Five Year Job Growth Community =6 5 points;
OR

[] The proposed housing is in an Individual Employer Growth community where an individual
employer has added at least 100 net jobs (for permanent employees of the company) during the
previous five years, as evidenced by documentation signed by an authorized representative of the
company, subject to validation by Minnesota Housing —6 5 points; OR

[] The proposed housing is in a Long Commute Community — 3 points

In the metropolitan area, project locations must be within 5 miles of a workforce housing city or township. In
Greater Minnesota, project locations must be within 10 miles of a workforce housing city or township. Top Job
Centers, Net Five Year Job Growth communities, and Long Commute communities lists and maps are available
on Minnesota Housing’s website at:
http://www.mnhousing.gov/idc/groups/public/documents/document/mhfa_012445.pdf

Additionally, find proximity to workforce housing in the agency’s community profiles interactive mapping tool:
(http://www.mnhousing.gov/wcs/Satellite?c=Page&cid=1373870285684&pagename=External%2FPage%2FEX

TStandardlayout)

D. G—-Location Efficiency — 1 to 9 Points

Points will be awarded for transit oriented developments or developments that promote location efficiency
based on a combination of access to transportation and walkability.

2018 2617 HTC Self-Scoring Worksheet 5 of 25 Rev. 85/2014 02/2016
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Selection Priorities . P Housing
Claimed

Awarded

Twin Cities Metropolitan Area:

In the Twin Cities Metropolitan area, points will be awarded for a combination of three areas: access to
transit, walkability, and transit oriented development.

1) Access to Transit:
To receive points for access to transit in the Metropolitan area, a development must be:

[

ood O

Located within one half mile of a completed or planned LRT, BRT, or commuter rail station — 5 points;
OR

Located within one quarter mile of a fixed route stop on Metro Transit’s Hi-Frequency Network — 4
points; OR

Located within one quarter mile of a high service public transportation fixed route stop — 2 points; OR
Located within one half mile of an express bus route stop — 2 points; OR

Located within one half mile of a park and ride facility — 2 points

2)  Walkability:
To receive points for walkability, a development must receive an award of points for Access to Transit
above, and be:

[
[

Located in an area with a Walk Score of 70 or more according to www.walkscore.com — 2 points;
OR

Located in an area with a Walk Score between 50 and 69 according to www.walkscore.com — 1
point;

Transit Oriented Development:
To receive up to 2 additional points for transit oriented development, a development must be located

within

one quarter mile of a completed or planned LRT, BRT, or commuter rail station. One point for a

development which meets one of the following, and two points for a development which meets two or
more of the following:

[

[

L O

Parking: Parking for residential units or visitors is not more than the smallest allowable parking
minimum under local zoning requirements. If no residential parking or visitor parking is required
under local zoning, no more than 0.2 visitor parking spaces per residential unit are provided.

Building Orientation and Connections: Currently existing walkable or bikeable connections to
station area via sidewalk or trail or funding secured to create such connections, and at least one
accessible building entrance oriented toward such connections, and parking is not situated
between building and station area.

Density: Site density at the maximum allowable density under the local comprehensive plan.

Alternative Means: Car sharing (Where one or more passenger automobiles are provided for
common use by residents, bike storage, shared parking arrangements with adjacent property
owners, etc. which results in a reduction in the local minimum parking requirement, and parking
for residential units in not more than the local minimum parking requirement, or if no residential
parking or visitor parking is required under local zoning, no more than 0.2 visitor parking spaces per
residential unit are provided.

Greater Minnesota:

In Greater

Minnesota, location efficiency points will be awarded in a combination of access to transit and

walkability in areas with fixed route transit service, and a combination of demand response/dial-a-ride,
walkability, and access to jobs in areas without fixed route transit service.

2018 2037 HTC Self-Scoring Worksheet 6 of 25 Rev. 85/2014 02/2016
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A. For areas with fixed route transit service:
1) Access to Transit:
To receive points for access to transit, a development in Greater Minnesota must be:
[] Located within one quarter mile of a completed or planned public transportation fixed route
stop — 7 points; OR

|:| Located between one quarter mile and one half mile of a completed or planned public
transportation fixed route stop — 4 points; OR

[] Located less than one half mile of an express bus route stop or park and ride lot — 4 points;

2) Walkability:
To receive points for walkability, a development must receive an award of points for Access to Transit
above, and be:
[] Located in an area with a Walk Score of 70 or more according to www.walkscore.com —2
points; OR

[] Located in an area with a Walk Score between 50 and 69 according to www.walkscore.com — 1
point

B. For areas without fixed route transit service:
1) Access to Transit:

[] Located within a census tract that is within 5 miles of 2,000 low and moderate wage jobs for
urban census tracts, or within 5 miles of 5,000 low and moderate wage jobs for rural census
tracts, AND the proposed housing has access to demand response/dial-a-ride* service with no
more than 1 hour advance notice to schedule a pickup and no minimum number of riders are
required — 7 points;

[ 1 Located within a census tract that is within 5 miles of 2,000 low and moderate wage jobs for
urban census tracts, or within 5 miles of 5,000 low and moderate wage jobs for rural census
tracts, AND the proposed housing has access to demand response/dial-a-ride* service with
same day pick-up guaranteed if scheduled by 8:00 a.m. or later and no minimum number of
riders are required — 4 points;

[ ] Located within a census tract that is within 5 miles of 2,000 low and moderate wage jobs for
urban census tracts, or within 5 miles of 5,000 low and moderate wage jobs for rural census
tracts, AND the proposed housing has access to demand response/dial-a-ride* service not
meeting the scheduling terms above — 2 points;

2)3 Walkability:

[] Located within a census tract that is within 5 miles of 2,000 low and moderate wage jobs for
urban census tracts, or within 5 miles of 5,000 low and moderate wage jobs for rural census
tracts, AND in an area with a Walk Score of 50 or more according to www.walkscore.com —2
points;

[] Located within a census tract that is within 5 miles of 2,000 low and moderate wage jobs for
urban census tracts, or within 5 miles of 5,000 low and moderate wage jobs for rural census
tracts, AND in an area with a Walk Score between 35 — 49 according to www.walkscore.com —
1 point

*Applicants must provide documentation of access and availability of service and describe how the service is a
viable transit alternative that could be used for transportation to work, school, shopping, services and
appointments. Minnesota Department of Transportation defines dial-a-ride as: “A demand-responsive service
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in which the vehicle is requested by telephone and vehicle routing is determined as requests are received.
Origin-to-destination service with some intermediate stops is offered. Dial-A-Ride is a version of the taxicab
using larger vehicles for short-to-medium distance trips in lower-density subregions”. Dial-A-Ride service must
operate from at least 7:00 a.m. to 5:30 p.m., Monday through Friday, in order to be eligible for points.

At the time of application, the applicant must submit a map identifying the location of the project with exact
distances to the eligible public transit station/stop and include a copy of the route, span and frequency of
service.

Access to transportation maps and census tract listings are found on Minnesota Housing’s website:
http://www.mnhousing.gov/idc/groups/public/documents/webcontent/mhfa _012466.pdf. Additionally, find these
details in the agency’s community profiles interactive mapping tool.

| 3. Rural/Tribal 10 7Z-Points
Points are awarded for projects located in rural/tribal areas outside of the Twin Cities Seven County Metropolitan
Area.

| |:| The proposed housing is located in a census tract eligible as a Rural/Tribal Designated Area — 10 Z
points

Rural/Tribal Designated areas maps and census tract listing are found on Minnesota Housing’s website:
[insert link].

Additionally, find rural/tribal designation area map overlays in the agency’s community profiles interactive
mapping tool:
(http://www.mnhousing.gov/wcs/Satellite?c=Page&cid=1373870285684&pagename=External%2FPage%2FEXTSta
ndardLayout)

| 45, Federal/Local/Philanthropic Contributions 2 to 10 Points

Points are awarded for projects that are receiving contributions from the federal government; a local unit of
government; an area employer; and/or a private philanthropic, religious or charitable organization.

Identity of Interest exclusion: Contributions from any part of the ownership entity will be considered general
partner cash and excluded from the calculation unless the contributions are awarded by 1) nonprofit charitable
organizations pursuant to a funding competition; 2) local units of government; or 3) tribal governments or tribally
designated housing entities.

Total federal/local/philanthropic contributions S divided by Total Development Cost S_ equals (rounded
to the nearest tenth)

[] 20.1% and above - 10 points [] 51-10% - 4 points

[] 15.1-20% — 8points [] 21-5% - 2points

[] 10.1-15% — 6 points [] 0-2% - 0points

Federal/Local/Philanthropic Contributions include:
e Monetary grants/donations
e Taxincrement financing (calculate Net Present Value (NPV) by using NPV discounted by Applicable
Federal Rate (AFR))
e Tax abatement (calculate NPV by using NPV discounted by AFR for 30 years)
e lLand donation or city write down of the development site
e In-kind work and materials donated at no cost
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e Local government donation/waiver of project specific costs, assessments or fees (e.g. SAC/WAC)

e Reservation land not subject to local property taxes (calculate NPV by using NPV discounted by AFR for
30 years)

e Reservation land with long-term low cost leases

e Deferred loans with a minimum term that is co-terminus with the HTC Declaration with an interest rate
at or below the AFR

e Grants from nonprofit charitable organizations converted to deferred loans with a minimum term that
is co-terminus with the HTC Declaration with an interest rate at or below the AFR. Award letter from
the nonprofit charitable organization contributor must be provided at the time of application verifying
the projectspecifie{restricted)-contribution. Documentation must evidence that the contribution is
restricted for housing development uses and the contribution must be included as a development
source.

e Below Market Interest Rate (BMIR) Loans —calculate NPV based on the difference between the AFR and
the BMIR rate (e.g. RD 515, NHASDA first mortgage).

e  Historic Tax Credits

e Funder commitments to modify existing debt including: debt forgiveness; approval of assumption of
debt and extension of loan term; forgiveness of interest payable; reduction in interest rate (measured
as amount of interest saved over term of loan). Commitments must contain no contingencies other
than receipt of a tax credit award. At the time of application, written documentation from the funder
justifying the amount and the terms of the contribution must be provided.

To qualify for points for tax increment financing or tax abatement, there must be satisfactory documentation that
the contribution is committed to the development at the time of application.

At the time of application, written documentation from the contributor justifying the amount and the terms of the
contribution must be provided and be consistent with current market comparable costs. The documentation must
be in the form of a project specific letter of intent, city or council resolution, letter of approval, statement of
agreement or eligibility, or memorandum of understanding. In the case of Historic Tax Credits, at the time of
application written documentation of eligibility through evidence of Historic Register listing or approval of Part 1—
Evaluation of Significance.

Within 6 months of the date of selection (Minnesota Housing Board selection date) the applicant must provide
Minnesota Housing with documentation of a firm commitment, authorization or approval of the
federal/local/philanthropic contribution(s). The documentation must state the amount, terms and conditions and
be executed or approved at a minimum by the contributor. Documentation containing words synonymous with
“consider” or “may”, (as in “may award”) regarding the contribution, will not be considered acceptable. Lack of
acceptable documentation will result in the reevaluation and adjustment of the tax credits or RFP award, up to and
including the total recapture of tax credits or RFP funds.

5 6. Financial Readiness to Proceed 2 to 14 Points

Minnesota Housing shall award points to applicants who have secured funding commitments for one or more
permanent funding sources at the time of application except that commitments for funding from Minnesota
Housing and Funding Partners (i.e. Minnesota Department of Employment and Economic Development, Family
Housing Fund, Greater Minnesota Housing Fund, Metropolitan Council Local Housing Incentive Account) are only
included if obtained in a previous funding cycle/round.

Commitment documentation must state the amount, terms and conditions and be executed or approved by the
lender or contributor and the applicant. Documentation containing words synonymous with “consider” or “may”,
(as in “may award”) regarding the commitment will not be considered acceptable. Deferred Developer fee is not
considered a permanent source of funding.
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The calculation below must exclude first mortgage financing and any anticipated proceeds from the current tax
credit request.

Syndication proceeds from tax credits awarded in a previous cycle/round may be included if verification is included
in the application. Acceptable verification is an executed syndicator agreement or executed Letter of Intent from
the syndicator which is acceptable to Minnesota Housing;
The executed Letter of Intent must:

e Be current within 15 days of submission of the application

e Contain a projected closing date for the development

e Contain a projected equity price for the purchase of the credit

e Contain a detailed explanation of the assumptions being used by the syndicator to arrive at the

projected equity price

Total eligible funding secured, awarded or committed (excluding first mortgage financing net of the Tax Increment
Financing (TIF) portion if applicable, anrd-any anticipated proceeds from the current tax credit request, and sales
tax rebate*) $ Divided by Total Development Cost (excluding first mortgage financing net of the Tax
Increment Financing (TIF) portion if applicable,-ar€ any anticipated proceeds from the current tax credit request,
and sales tax rebate*) $ equals Percentage of Funds Committed % (round to nearest tenth)

70% or more of funding secured, awarded or committed** — 14 points
60% to 69.9% of funding secured, awarded or committed — 12 points
50% to 59.9% of funding secured, awarded or committed — 10 points
40% to 49.9% of funding secured, awarded or committed — 8 points
30% to 39.9% of funding secured, awarded or committed — 6 points
20% to 29.9% of funding secured, awarded or committed — 4 points

10% to 19.9% of funding secured, awarded or committed — 2 points

Oodgooogn

9.9% and below of funding secured, awarded or committed — 0 points

* _ Sales tax rebate, for the purposes of this scoring category, should be calculated as 40% of the
construction contract amount multiplied by the local tax rate for the area where the project is
located.

** Projects which have both a numerator and denominator equal to zero are eligible for 14 points.

67 Intermediary Costs (Soft Costs) 1 to 6 Points

Points will be given to projects with the lowest intermediary costs on a sliding scale based on percentage of total
development costs. For HTC selected projects, this percentage will be enforced at issuance of the IRS Form 8609.

Intermediary cost amount: $ divided by Total Development Costs $ Equals Intermediary Percentage
% (rounded to the nearest tenth).
[] 0.0-15% -6 points [] 25.1-30% — 1 point
|:| 15.1 -20% — 3 points |:| 30.1 & over — 0 points

[] 20.1-25% - 2 points
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7 8. Unacceptable Practices -10 to -25 Points

Minnesota Housing will impose penalty points for unacceptable practices as identified in Chapter 3 G. of the
Housing Tax Credit Procedural Manual.

89. Eventual Tenant Ownership—Detached-SingleFamily-Units 1 Point

Only detached single--family units are eligible for homeowner conversion. The prepesat-project owner must
inelude-afinaneiallyviablesubmit a preliminary conversion plan_with their application that is consistent with the
requirements of the Eventual Tenant Ownership (ETO) Guide. The plan must address te-the transfer of 100
percent of the HTC unit ownership after the end of the 15-year compliance period from the initial ownership entity
(or Minnesota Housing approved "Transfer of Ownership" _entity) of the project to tenant ownership.

The unit purchase price at time of sale must be affordable to buyers with incomes meeting HTC eligibility
requirements. To be eligible, the buyer must have an HTC qualifying income at the time of initial occupancy (HTC
rental tenant)-ertimeof purchase. The final conversion plan, to be submitted by the 15" year of initial
compliance, must incorporate an ownership exit strategy, a third party Property Capital Needs Assessment report
and budget for capital improvements, and theprevisien-of-services including homeownership education and
training. -A final conversion plan complying with all of the requirements of the ETO Guide must be submitted to,
and approved by, Minnesota Housing prior to commencing the conversion.

The Declaration of Land Use Restrictive Covenants will contain provisions ensuring compliance with these eventual
tenant ownership commitments by the Owner, including a right of first refusal allowing tenants to purchase their
units. (Refer to Eventual Tenant Ownership (ETO) Guide and also to Chapter 4 W of the HTC Procedural Manual for
additional information.)

Until the time the HTC units are purchased by qualified tenants or in the event the-that not all HTC units are aet
acquired by qualified tenants, the owner will extend the duration of low-income use for the full extended use
period (30 years).

910. Commuhity-Recovery- Planned Community Development 3 Points

Points are awarded for proposals that contribute to Planned Community Development efforts, as defined in
section 7.A. of the Housing Tax Credit Procedural Manual, to address locally identified needs and priorities, in
which local stakeholders are actively engaged. Comprehensive plans, land use plans and general neighborhood
planning documents are not by themselves considered evidence of Planned Community Development. In addition
to submission of evidence of Planned Community Development, evidence from local community development
partners that the housing proposal contributes to the objectives of the plan must be provided.

10 11 Preservation 9 to 30 Points
IMPORTANT NOTE: DUAL APPLICATION & PRE-APPLICATION REQUIRED

Applicant claiming points under this section must submit a dual application, as defined in the Multifamily
Consolidated RFP Guide, if the development contains 40 units or greater.

In order to be eligible for points under this section, applicant must provide the required Pre-Application 30 days

prlor to the appllcatlon deadllne for HTC Round 1lor Round 2-pa4re+pate—m—ma-ndatepy—teehmeaLass+stanee

#or—H-'FC—Reund-z as detalled in the Housing Tax Credlt Procedural Manual Sectlon 7.A.4. Fallure to submlt aII
required pre-application materials will result in rejection of the pre-application. -Applicant must provide Agency’s
“Preliminary Determination of Preservation Eligibility” letter which reflects threshold and points taken below.

2018 2617 HTC Self-Scoring Worksheet 11 of 25 Rev. 85/2014 02/2016
Selection Priorities




Page 64 of 183

Developer

Selection Priorities .
Claimed

Choose one of the following three Thresholds:

]

1)

2)

3)

4)

Risk of Loss Due to Market Conversion

Expiration of contract/use-restrictions
a. Existing property at risk of conversion to market rate housing within five years of application
date, and conversion is not prohibited by existing financing or use restrictions; {attach-copies

b. Existing tax credit developments mustbe-eligible to exercise their option to file for a Qualified
Contract, and have not previously exercised their option; AND

Market for conversion evidenced by low physical vacancy rate (4% or lower) for market rate
comparable units (comparable units to be validated by Minnesota Housing at Minnesota
Housing’s discretion); AND

The property’s ability to command market rents as evidenced by direct comparison to local
market comparable units and amenities. Conversion scenario must result in sufficient additional
revenue to fund improvements and amenities necessary to match market comparable units as
evidenced by Market Conversion Model Fhree-YearConversion-Medeland market study (market
comparable and improvement cost estimates to be validated by Minnesota Housing at
Minnesota Housing’s discretion); AND

Location in a jobs growth or household growth area as