1 MINNESOTA RULES 4900.1375

4900.1375 USE OF HOMEOWNERSHIP ASSISTANCE FUND.

Subpart 1. Scope. The homeownership assistance fund may be used for the purposes specified
in this part and within the limitations specified.

Subp. 2. Monthly assistance. The agency may provide recipients with interest-free monthly
assistance loans in the form of monthly payments of a portion of the principal and interest installment
due on mortgage loans for eligible properties. The payment must not exceed $160 per month, and
must be reduced annually.

Subp. 3. Entry cost assistance. The agency may provide interest-free loans to recipients who
are determined, on the basis of normal credit procedures, to lack the financial resources necessary
to pay entry costs on the property to be purchased. The amount of the entry cost assistance loan
must equal (1) the maximum allowable under the applicable mortgage insurance program; or (2)
$3,500 if the maximum allowable under clause (1) exceeds this amount. Entry cost assistance may
be used to pay a portion of the entry costs on the property to be purchased that are customary within
the mortgage industry.

Subp. 4. Noninterest participation loans. The agency may take an interest-free participation
interest in a first mortgage loan on an eligible property to reduce the interest rate on the mortgage
note executed by recipients to affordable levels. The maximum interest rate reduction that the
agency may effect on a first mortgage through a participation interest is two percent.

Subp. 5. Equity participation loan. The agency may provide equity participation loans to
recipients in which a share of the equity proportionate to the agency's share of the equity participation
loan shall be repaid to the agency upon sale of the property. The maximum equity participation
loan that the agency may provide must not exceed 20 percent of the purchase price of the property
or $15,000, whichever is less.

Subp. 6. Buy-down loans. The agency may provide an interest-free loan to buy down the
interest rate on a first mortgage on an eligible property to enable increased recipient affordability.
The maximum amount that a mortgage interest rate may be permanently bought down is 1.5 percent.
The maximum amount that a mortgage interest rate may be temporarily bought down is three
percent, and the amount of the interest rate buy-down may not be reduced to a level that exceeds
one percent per year.

Subp. 7. Equity contribution loans. The agency may provide interest-free equity contribution
loans on an eligible property to enable a recipient to afford to purchase a home. The maximum
equity contribution loan that the agency may provide must not exceed 20 percent of the purchase
price of the property or $15,000, whichever is less.

Subp. 8. Emergency mortgage assistance. The agency may provide interest-free emergency
mortgage assistance loans or mortgage reinstatement loans for recipients who own and occupy an
eligible property and who have been unable to make mortgage payments due to unemployment,
medical reasons, death of a mortgagor, or other valid, substantiated reasons; are at least 60 days
behind in monthly payments on a first or second residential mortgage; and have reasonable prospects
for maintaining a first or second mortgage after receiving such a loan. Recipients must be ineligible
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for mortgage assistance from any federal government program. Loans may provide for installment
of principal, interest, real estate taxes, hazard or flood insurance, mortgage insurance premiums,
and homeowners association dues.

Subp. 9. Construction or rehabilitation loans. The agency may make or participate in
construction or rehabilitation loans to nonprofit entities as defined in part 4900.0010, subpart 21,
for the construction or rehabilitation of housing designed for program recipients. The maximum
loan may not exceed the "average area purchase price safe harbor limitations for single family
residences" as provided and adjusted from time to time by the United States Department of Housing
and Urban Development under section 103(a) of the Internal Revenue Code of 1986. The minimum
interest rate for loans under this part must not be less than three percent per year and the maximum
term of the loan must not exceed three years. The loans shall be provided primarily in circumstances
in which the agency is implementing efforts or programs to aid in disposition of government real
estate assets or in specific neighborhood revitalization efforts. The loans may be made in conjunction
with other subsidies from public or private sources. The agency shall impose requirements
customarily used within the mortgage industry to effect repayment of loans provided under this
part.

Subp. 10. Coinsurance and mortgage insurance risk sharing agreements. The agency may
provide for coinsurance or risk sharing pools to facilitate the availability of agency mortgage
financing programs in cooperation with either government mortgage insuring or guaranteeing
entities, or with private mortgage insurance entities licensed to do business in the state and
maintaining an A2 rating from Moody's Investor's Service and AA from Standard and Poors
Corporation. The fund must be limited to provide for mortgage insurance services for first mortgage
loans with loan-to-value ratios in excess of 90 percent in areas of the state in which mortgage
insurance services are unavailable on reasonable terms and conditions. The agency may not contribute
more than five percent of the original principal amount for each loan to be coinsured under the
pool, and may not pay more than 50 percent of the losses incurred on a claim for a defaulted
mortgage loan subject to the pool.

Subp. 11. Administrative fees. The agency may provide administrative fees to entities assisting
home buyers as part of a larger program to help at-risk home buyers achieve homeownership in
conjunction with other types of homeownership assistance fund assistance, as listed in this part.
The fee must not exceed $50,000 per year per administrative entity.

Statutory Authority: MSs 14.05; 4624.06

History: 14 SR 2632; 20 SR 2252(NO. 42); 24 SR 1332
Published Electronically: December 4, 2020
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