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NOTICE OF PROGRAM AND POLICY COMMITTEE MEETING
Date:

Friday, September 9, 2016

Time:

9:00 a.m.
Minnesota Housing
Jelatis Conference Room – Third Floor
400 Sibley Street
St. Paul, MN 55101-1998

Call In Number:

1-888-742-5095

Participant Code:

2680427896

*Please identify yourself when joining the call.*

Agenda
1.

Call to Order

2.

Discussion, Public Comments on the Draft 2017 Affordable Housing Plan

3.

Approval of Any Necessary Related Administrative Matters

4.

Adjournment

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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Committee Agenda Item: 2
Date: 9/9/2016

Item:

Discussion, Public Comments on the Draft 2017 Affordable Housing Plan

Staff Contact(s):
John Patterson, 651.296.0763, john.patterson@state.mn.us

Request Type:
☐ Approval
☐ Motion
☐ Resolution

☒ No Action Needed
☒ Discussion
☐ Information

Summary of Request:
The attached document summarizes the comments received from the public on the Draft 2016
Affordable Housing Plan. Staff is recommending additions to the text of the plan to reflect some of the
comments received. Based on the public comments, we are not recommending changes to the proposed
funding levels, but we may have minor funding adjustments that we will present at the committee
meeting.
No Board action is required today, but any additional changes that may be suggested by members of the
Board will be incorporated into the final draft of the 2017 Affordable Housing Plan that will be
presented for adoption to the Board at its regular meeting on September 22, 2016.
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
Attachment(s):
 Summary of Public Comments Received
 Copy of Full Public Comments
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Committee Agenda Item: 2
Summary of Comments

2017 Draft Affordable Housing Plan
Public Comments
September 7, 2016

The public comment period ran from August 18 to September 1, 2016. We received 11 comments:
 Minnesota Housing Partnership (MHP)
 Duluth Local Initiatives Support Corporation (LISC)
 J L Pope Associates (Pope)
 Project for Pride in Living (PPL)
 Dominium
 Catholic Charities (CC)
 Minnesota Coalition for the Homeless (MCH)
 Metropolitan Interfaith Council on Affordable Housing (MICAH)
 Tri-County Community Action (TCC)
 Mankato and Blue Earth County EDAs (EDAs)
 Alison – a recipient of a housing voucher
Overall, the comments were very favorable and supportive. In particular, the comments expressed
strong support for several initiatives outlined in the plan:
 Forward committing $6 million under the Economic Development and Housing / Challenge program
(MHP, LISC)
 Using HOME funds for new construction (MHP)
 Streamlining and simplifying the Qualified Allocation Plan (MHP)
 Continuing our commitment to equity and addressing disparities (MHP, LISC, CC, MCH)
 Addressing Minnesota’s changing demographics (CC, MCH)
 Creating the pilot program for the landlord risk mitigation fund and providing guidance on tenant
screening practices (CC, MICAH)
 Continuing our commitment to targeted outreach and capacity building (MHP)
The commenters also provided suggestions for changes, which we have listed below. We provide a brief
response after each suggestion. The AHP is intended to highlight key strategies and examples of
initiatives that we will pursue in 2017. It is not intended to discuss every activity that we will carry out
during the year. Thus, some of the suggestions call for activities that we will carry out during the year
but did not highlight in the plan.
We summarized the suggested changes for your consideration. The focus of this document on the
suggested changes should not overshadow the overall positive feedback that we received in the
comments.
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Overall Priorities and Funding
1. Make “substantially increase the supply of affordable housing in Minnesota” a strategic priority
for the Agency. (Dominium, LISC)
“Increasing the supply of affordable housing in Minnesota” is fundamental to our vision and
mission and it does not need to be called out as a standalone priority – it is imbedded in our
work. In pursuing this goal, we recognize that it is more cost-effective to preserve an existing unit
that would otherwise be lost than develop a new unit. Therefore, preserving existing units,
particularly those with federal rent assistance, is a strategic priority. We recognize that the exact
balance of new construction versus preservation needs to shift with market conditions. When
vacancy rates a low, as they are now, we should shift the focus toward new construction, which
we have done in recent years:
o 2015 – 22% of financed rental units are new construction1
o 2016 – 34%
o 2017 – 45% (current projection for planning purposes)
2. Re-align the resource increases in the 2017 AHP away from homeownership to rental.
Homeownership is receiving an $80 million increase while rental production is receiving a $2
million reduction. (PPL)
Comparing resource increases for homeownership and rental program can be misleading.
o The dollar amount for our homeownership activity is largely driven by the market and
demand, and it is not as limited by resource constraints as rental activity. Through
various financing strategies, we can generally increase homeownership resources as
demand increases.
o Increasing homeownership activity does not typically take resources away from
multifamily programs.
o Moving people who are renting affordable housing into homeownership frees up
affordable units, which complements creating new rental units.
We had hoped to increase funding for rental housing by $90 billion with the Governor’s
recommendation for the 2016 bonding bill, but the session ended without a bonding bill so
resources are constrained for this AHP.
3. Focus on advocating for and securing additional resources. (Pope, MCH)
Our 2016-19 Strategic Plan specifically identifies as one of our core strategies that we will “Lead,
Collaborate and Take Action on Critical Housing Issues”. This includes pursuing federal and state
appropriations and proceeds from Housing Infrastructure Bonds and General Obligations Bonds
and advocating for the continuation and strengthening of federal tax credit programs. The
1

This includes all our rental production programs – not only those administered through the Consolidated RFP, but
also, the Publicly-Own Housing Program, Rental Rehabilitation Deferred Loan program, and Asset Management.
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Governor recommended $90 million for housing in the 2016 bonding bill, but unfortunately, the
session ended without a bonding bill. If a bonding bill is proposed in the 2017 legislative session,
we will again pursue funding. We also look for opportunities to leverage our resources by
bringing in other funding for affordable housing. Our seed capital in Habitat for Humanity Twin
Cities’ new lending pool is an example and is discussed in the AHP.
4. With tax-exempt bonding authority becoming scarce, focus it on multifamily developments so
that they can access 4% housing tax credits, and allow these developments to charge up to a 25%
development and construction fee, which would increase the available tax credit equity.
Provisions can be added to ensure that developers are not unduly enriched by this higher fee. For
example, Tennessee limits the amount of fee that can be paid from capital resources. (Dominium)
Bonding authority has once again become a scarce resource, and we will have to make some
tough decisions and balance competing priorities. We acknowledge the benefit that bonding
authority for rental housing brings by making it eligible for 4% housing tax credits. This benefit
will be incorporated into the decisions we will make.
We have concerns about a higher developer fee. For it to be a viable and effective option, it could
only apply to 4% tax credit projects, and we would need assurances that the additional equity
would go to the project, not the developer. Specifically, we would need to explore potential
safeguards, including the one used by Tennessee and highlighted by the commenter. There is a
significant downside to this approach. The higher fees and costs will increase the amount of taxexempt bonding authority that a project will require. (To qualify for 4% credits, tax-exempt
bonding authority must cover 50% of the development’s eligible costs.) We have to allocate
bonding authority as efficiently as possible.

Senior Housing
5. Fund senior housing, including it being a priority use of 4% credits. (MHP, LISC, Dominium)
Right now, the leading edge of the Baby Boom generation is just reaching age 70, and most are
still age 60 or younger. Most seniors, including those with extremely low-incomes, are
homeowners, and most seniors remain homeowners through age 85. As a result, our current
focus is supporting low-income seniors as they age in place. Wilder Research is just finishing an
assessment of the home rehabilitation needs of Minnesota seniors with incomes under $20,600.
We will use this information to guide future strategies.
Nevertheless, as Baby Boomers get older, cannot live independently, and need rental housing
with services, the state will face this growing need. In January 2016, we announced a pilot
program seeking proposals for a senior rental development with a services component as part of
the 2017 AHP and several proposals are currently under review.
For clarity, we will add a short senior housing discussion to the looking ahead section of the AHP.
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6. Support projects such as New Brighton’s Next Door Housing, which allows elders to place small, all
season, independent living units in the yards of their children. Current zoning and financing
options often prohibit such unique solutions. (TCC)
Addressing senior housing needs will require innovative, creative, new programs. We agree that
accessory dwelling units may potentially play a key role in an overall senior housing strategy.
While local zoning restrictions are outside our control, we are happy to discuss strategies for
addressing financing barriers.

Homelessness
7. Use HOME funds to provide tenant-based rent assistance for transitional programs to fill the gap
created by HUD limiting and/or defunding shelters and transitional housing programs. (MICAH)
Since the HUD announced this policy direction in 2012, the transitional housing portfolio in
Minnesota has become more stable, and the issue is less significant than a few years ago. Also,
using HOME funds for rent assistance presents some administrative burdens that prevent it from
being an effective use of the resource.
8. Address the issue of people staying in supportive housing and not progressing out. (MICAH)
We are currently funding a pilot (Step Down) which has the goal of transitioning people who had
been long-term homeless and are living in supportive housing but no longer need this level of
services into other affordable housing options, which will free up the supportive housing for
other individuals and families who need it.
9. Increase funding for the Family Homeless Prevention and Assistance Program. (MICAH)
As with most programs, the demand and need for FHPAP exceeds the available resources.
Periodically, program administrators have to turn families away because funds have run out. The
Interagency Council on Homelessness is supporting efforts to target mainstream resources from
all state agencies to assist households that are at risk of homelessness. Over time, this should
take pressure off of resources like FHPAP that are addressing emergency situations.
10. Address the costs of the Homeless Management Information System (HMIS). (MICAH)
HMIS is federally mandated and the responsibility of the local Continuums of Care (which are
homeless planning consortiums throughout the State). In June 2016, Minnesota’s Continuums of
Care switched administrators for Minnesota’s HMIS from Wilder Research to the Institute for
Community Alliances. We are hopeful that this change will improve the performance of the
system.
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Barriers to Accessing Rental Housing
11. When addressing barriers to affordable rental housing, also address the issues of evictions and
landlords refusing to rent to people with Housing Choice Vouchers. Also, new Americans do not
have rental histories and face unique housing challenges and barriers. (CC)
We agree that these are significant barriers that need to be addressed. The discussion of
removing barriers in the draft AHP is intended to highlight a few key initiatives the Agency will
pursue and not provide an exhaustive list.
12. Minnesota Housing’s programs are making it difficult for people to use housing vouchers in the
areas that they want to live by allowing landlords to not rent to voucher holders. (Alison)
When a rental property has received financing assistance from Minnesota Housing, we require
the owner to accept Housing Choice Vouchers and other rental assistance. If it is a private owner
that did not receive financing from us, there is no requirement under state law that they accept
Housing Choice Vouchers.

Multifamily First Mortgages
13. Improve first mortgage lending for rental housing – provide as low an interest rate as possible,
technical assistance (from production and asset management staff), and efficient and quick
processing. (Pope)
We are continually refining our first mortgage programs to provide the best executions possible
in the market. Staff continues to provide excellent customer service and strives to improve the
speed and quality of the application, underwriting, and closing process.
14. The private market is doing a good job with first-mortgage lending for rental housing. Rather
trying to increase overall first-mortgaging lending by the Agency, focus on underserved niches.
(Dominium)
Our goal is to provide products not available in the private market for affordable housing, or to
provide them on better terms to enhance the supply of affordable housing. If there are
underserved niches, these are areas that we would like to serve.
15. Improve productivity of multifamily loan processing. By the commenter’s count of information in
the program descriptions found in Appendix B of the AHP, Minnesota Housing only closed 11
multifamily loans in 2015. (PPL)
The 11 loan count missed four key programs – Economic Development and Housing / Challenge
(15 loans), Public-Owned Housing Program (3 loans), Rental Rehabilitation Deferred Loans (27
loans), and Asset Management (2 loans). In total, we closed 58 multifamily loans in 2015.
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We already have a process redesign underway (the Remodel Project) with the goal of
streamlining the process that proposed developments go through from project concept and
application through selection, closing, and lease up. Even though the redesign in not yet
complete, we have achieved some early positive results. For example, between 2013 and 2014,
the percentage of developments that closed their loans within 12 months of being selected for
funding increased from 12% to 25%. While it is too early to report 2015 results, we expect
another significant improvement.

Homeownership
16. Increase funding for the Enhanced Homeownership Capacity Initiative. (MICAH)
This pilot is proving to be successful, and we requested state appropriations to support this
program along with the Agency funds that we have already allocated to it. The request was
included in the Governor’s 2016 Supplemental budget but was not included in the final bill. The
2016 Legislature did fund a program similar to the Enhanced Homeownership Capacity Initiative
with funds specified for Build Wealth – an organization that has been a participant in the
Homeownership Capacity program since its inception – thus, effectively increasing funding for
this type of activity in 2017.
17. Support smaller multicultural organizations. (The commenter specifically identifies
homeownership programs and expressed concern “that only 50% [of participants] are completing
this program” in reference to the Homeownership Center.) (MICAH)
We are pursuing this strategy. As described in the draft 2017 AHP, a central component of our
Develop Effective Partnerships strategy is seeking out and supporting “organizations that
connect with and serve particular cultural and ethnic groups”.
To clarify, the 50% cited by the commenter pertains to the share of Homeownership Education,
Counseling & Training (HECAT) clients that participated in classroom courses, not the completion
rate. The other 50% of HECAT clients participated in one-on-one pre-purchase counseling or
foreclosure counseling.

Abandoned and Foreclosed Homes
18. Reclaim foreclosed homes. (MICAH)
Even though the foreclosure crisis has substantially subsided, many communities still have
abandoned properties and vacant lots. We continue to fund acquisition/rehabilitation/resale of
foreclosed homes and new construction in these communities through our Community
Homeownership Impact Fund, which is funded through the Economic Development and Housing
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/ Challenge program. In communities like North Minneapolis, program administrators devote a
large share of program resources to this activity.

Manufactured Home Parks
19. Preserve manufactured home parks. (MHP)
There has been an increase in potential park closures this year, and we are evaluating our overall
strategy regarding manufactured home parks. We will continue our conversations with
stakeholders about the options for preserving this affordable housing.

Interagency Collaboration
20. Examine the connections between housing, jobs, education, and health and create a plan to
partner with the Departments of Human Services, Employment and Economic Development,
Education, and Corrections to collaborate, coordinate, and support people experiencing poverty,
homelessness, unemployment, and other barriers to stability and prosperity. (CC, MCH)
Through interagency collaborations (including the Interagency Council on Homelessness, the
Olmstead Subcabinet, and the World’s Best Workforce) we are increasing our coordination with
other state agencies and are always looking for additional ways to effectively serve low- and
moderate-income Minnesotans. The importance of this type of collaboration is highlighted by
Hennepin County’s Stable Families Initiative that addressed families who repeatedly use
emergency shelters. Participating families received rent assistance, employment services, and
other supports, which resulted in positive outcomes that included increased income and reduced
shelter use.2 We are a funder of this and other pilots, including rent assistance for people
transitioning out of correctional facilities and for homeless and highly-mobile students.
In the Develop Effective Partnership section of the AHP, we will add a discussion that highlights
the importance of this type of cross-agency collaboration.

Other
21. Change the “Looking Ahead” section to “Acting Now”. (MHP)
The title of this section is not intended to dismiss the urgency of the identified issues. We are
actively assessing these issues right now, but we need to refine our thinking before laying out a
precise action plan.
22. Address high construction and development costs. (LISC, MCH)
We are committed to finding ways to address high construction and development costs. We
outline our cost containment strategy in our Annual Cost Containment report. We will present
the 2016 report to the Board at its September meeting. On an ongoing basis, we regularly
evaluate and refine our overall strategy.
2

Hennepin County Center for Innovation and Excellence and Heading Home Hennepin, Stable Families Initiative:
Evaluation Report of Pilot Program, April 2016, pp. 1-2.
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2017 Draft Affordable Housing Plan
Public Comments
September 7, 2016

The public comment period ran from August 18 to September 1, 2016. We received 11 comments:

Minnesota Housing Partnership (MHP)
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Minnesota Coalition for the Homeless (MCH)
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Metropolitan Interfaith Council on Affordable Housing (MICAH)
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Tri-County Community Action (TCC)
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Mankato and Blue Earth County EDAs (EDAs)
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Alison – a recipient of a housing voucher
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