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CHAPTER 462A
HOUSING FINANCE AGENCY

462A.05  Specific powers of the agency. 462A.206 Community rehabilitation fund
462A.201 Housing trust fund account. account.
462A.202 Local government unit housing 462A.209 Home ownership assistance.

account. 462A.2091 Contract for deed guarantee account.
462A.204 Family homeless prevention and 462A.2097 Rental housing.

assistance program. 462A.21  Housing development fund; advances,
462A.205 Rent assistance for family use repayment.

stabilization demonstration project.

462A.05 SPECIFIC POWERS OF THE AGENCY.
[For text of subds 1 to 3a, see M.S.1994]

Subd. 4. Purchase of financial instruments. It may purchase and enter into commit-
ments for the purchase of eligible securities, certificates of deposit, time deposits, orexisting
mortgage loans from banks, savings associations, insurance companies, or other financial
intermediaries, provided that the agency shall first determine that all or a portion of the pro-
ceeds of such instruments will be utilized to make loans for residential housing as defined in
section 462A.03, subdivision 7, or all or a portion of the instruments are backed by or other-
wise evidence an interest in existing mortgages securing mortgage loans to finance residen-
tial housing. In the case of eligible securities backed by existing mortgages, the proceeds
must be used in whole or in part either for making loans for residential housing or for preserv-
ing the use of existing residential housing by persons and families of low and moderate in-
come.

[For text of subds 5 to 13, see M.S.1994]

Subd. 14. Rehabilitation loans. It may agree to purchase, make, or otherwise partici-
pate in the making, and may enter into commitments for the purchase, making, or participa-
tion in the making, of eligible loans for rehabilitation to persons and families of low and mod-
erate income, and to owners of existing residential housing for occupancy by such persons
and families, for the rehabilitation of existing residential housing owned by them. The loans
may be insured or uninsured and may be made with security, or may be unsecured, as the
agency deems advisable. The loans may be in addition to or in combination with long—term
eligible mortgage loans under subdivision 3. They may be made in amounts sufficient to refi-
nance existing indebtedness secured by the property, if refinancing is determined by the
agency to be necessary to permit the owner to meet the owner’s housing cost without expend-
ing an unreasonable portion of the owner’s income thereon. No loan for rehabilitation shall
be made unless the agency determines that the loan will be used primarily to make the hous-
ing more desirable to live in, to increase the market value of the housing, for compliance with
state, county or municipal building, housing maintenance, fire, health or similar codes and
standards applicable to housing, or to accomplish energy conservation related improve-
ments. In unincorporated areas and municipalities not having codes and standards, the
agency may, solely for the purpose of administering the provisions of this chapter, establish
codes and standards. Except for accessibility improvements under this subdivision and sub-
divisions 14a and 24, clause (1), no secured loan for rehabilitation of any property shall be
made in an amount which, with all other existing indebtedness secured by the property,
would exceed its market value, as determined by the agency. No loan under this subdivision
shall be denied solely because the loan will not be used for placing the residential housing in
full compliance with all state, county, or municipal building, housing maintenance, fire,
health, or similar codes and standards applicable to housing. Rehabilitation loans shall be
made only when the agency determines that financing is not otherwise available, in whole or
in part, from private lenders upon equivalent terms and conditions. Accessibility rehabilita-
tion loans authorized under this subdivision may be made to eligible persons and families
without limitations relating to the maximum incomes of the borrowers if:
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(1) the borrower or a member of the borrower’s family requires a level of care provided
in a hospital, skilled nursing facility, or intermediate care facility for persons with mental
retardation or related conditions;

(2) home care is appropriate; and
(3) the improvement will enable the borrower or a member of the borrower’s family to
reside in the housing.

[For text of subds 14a to 15b, see M.S.1994]

Subd. 15c. Residential lead abatement. (a) It may make or purchase loans or grants for
the abatement of hazardous levels of lead paint in residential buildings and lead contami-
nated soil on the property of residential buildings occupied by low— and moderate—income
persons. Hazardous levels are as determined by the department of health or the pollution con-
trol agency. The agency must establish criteria for a residential lead paint and lead contami-
nated soil abatement program, including the terms of loans and grants under this section, a
maximum amount for loans or grants, eligible borrowers or grantees, eligible contractors,
and eligible buildings. The agency may make grants to cities, local units of government, reg-
istered lead abatement contractors, and nonprofit organizations for the purpose of adminis-
tering a residential lead paint and contaminated lead soil abatement program. The agency
must establish standards for the relocation of families where necessary and the payment of
relocation expenses. To the extent possible, the agency must coordinate loans and grants un-
der this section with existing housing programs.

The agency, in consultation with the department of health, shall report to the legislature
by January 1996 on the costs and benefits of subsidized lead abatement and the extent of the
childhood lead exposure problem. The agency shall review the effectiveness of its existing
loan and grant programs in providing funds for residential lead abatement and report to the
legislature with examples, case studies and recommendations.

(b) The agency may also make grants to eligible organizations, as defined in section
268.92, subdivision 1, for the purposes of section 268.92.

[For text of subds 16 to 21, see M.S.1994]

Subd. 22. Loans to financial institutions. It may make or participate in the making and
enter into commitments for the making of loans to any banking institution, savings associa-
tion, or other lender approved by the members, organized under the laws of this or any other
state or of the United States having an office in this state, notwithstanding the provisions of
section 462A.03, subdivision 13, if it first determines that the proceeds of such loans will be
utilized for the purpose of making loans to or for the benefit of eligible persons and families
as provided and in accordance with sections 462A.01 to 462A.24. Loans pursuant to this sub-
division shall be secured, repaid and bear interest at the rate as determined by the members.

Subd. 23. Insuring financial institution loans. The agency may participate in loans or
establish a fund to insure loans, or portions of loans, that are made by any banking institution,
savings association, or other lender approved by the agency, organized under the laws of this
or any other state or of the United States having an office in this state, to owners of renter
occupied homes or apartments that do not comply with standards set forth in section
216C.27, subdivision 3, without limitations relating to the maximum incomes of the owners
or tenants. The proceeds of the insured portion of the loan must be used to pay the costs of
improvements, including all related structural and other improvements, that will reduce en-
ergy consumption.

[For text of subds 24 to 27, see M.S.1994]

Subd. 30. Agency investment in certain notes and mortgages. It may invest in, pur-
chase, acquire, and take assignments of existing notes and mortgages not closed for the pur-
pose of sale to the agency, from lenders that are nonprofit or nonprofit entities, as defined in
the agency’s rules, provided that: (1) the notes and mortgages evidence loans for the
construction, rehabilitation, purchase, improvement, or refinancing of residential housing
intended for occupancy and occupied by low— and moderate—income persons and families;
and (2) the loan sellers utilize the funds derived from the purchases in accordance with the
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authority contained in section 462A.07, subdivision 12, for the purposes and objectives of
sections 462A.02,462A.03,462A.05,462A.07, and 462A.21; and (3) the purchases are sub-
ject to security and limitations on the costs and expenses of the loan sellers incidental to the
utilization of the purchase proceeds as the agency may determine. The proceeds of the pur-
chases authorized by this subdivision shall not be subject to the limitations of section
462A.21, subdivisions 4k, 6, 9, and 12. In addition, it may invest in, purchase, acquire, and
take assignments of existing federally insured mortgages for multifamily housing, not closed
for the purpose of sale to the agency, from any banking institution, savings association, or
other lender or financial intermediary approved by the members; provided that the multifam-
ily housing is benefited by contracts for federal housing assistance payments.

[For text of subds 31 and 32, see M.S.1994]

Subd. 33. Loan coinsurance. The agency may establish a fund to coinsure loans, with a
division of risk as determined by the agency, that are made by any banking institution, sav-
ings association, or other lender approved by the agency, organized under the laws of this or
any other state or of the United States having an office in this state, to low— and moderate—in-
come purchasers of residential housing to be occupied by them, or to low- and moderate—in-
come persons or families for improvements to residential property that they occupy as their
principal place of residence, provided that loan insurance on comparable terms and condi-
tions is not otherwise available in the areas where the borrowers’ properties are situated.

[For text of subds 34 to 40, see M.S.1994]
History: 1995 c 202 art 1 s 25; 1995c 213 art 2 s 11; 1995 ¢ 224 s 96-98

462A.201 HOUSING TRUST FUND ACCOUNT.
[For text of subd 1, see M.S.1994]

Subd. 2. Low-income housing. (a) The agency may, in consultation with the advisory
committee, use money from the housing trust fund account to provide loans or grants for
projects for the development, construction, acquisition, preservation, and rehabilitation of
low-income rental and limited equity cooperative housing units and homes for ownership.
No more than 20 percent of available funds may be used for home ownership projects.

(b) A rental or limited equity cooperative housing project must meet one of the follow-
ing income tests:

(1) at least 75 percent of the rental and cooperative units must be rented to or coopera-
tively owned by persons and families whose income does not exceed 30 percent of the me-
dian family income for the metropolitan area as defined in section 473.121, subdivision 2; or

(2) all of the units funded by the housing trust fund account must be used for the benefit
of persons and families whose income does not exceed 30 percent of the median family in-
come for the metropolitan area as defined in section 473.121, subdivision 2.

The median family income may be adjusted for families of five or more.

(c) Homes for ownership must be owned or purchased by persons and families whose
income does not exceed 50 percent of the metropolitan area median income, adjusted for
family size.

(d) In making the grants, the agency shall determine the terms and conditions of repay-
ment and the appropriate security, if any, should repayment be required. To promote the geo-
graphic distribution of grants and loans, the agency may designate a portion of the grant or
loan awards to be set aside for projects located in specified congressional districts or other
geographical regions specified by the agency. The agency may adopt emergency and perma-
nent rules for awarding grants and loans under this subdivision. The emergency rules are ef-
fective for 180 days or until the permanent rules are adopted, whichever occurs first.

[For text of subds 3 to 7, see M.S.1994]
History: /995 ¢ 224 5 99

462A.202 LOCAL GOVERNMENT UNIT HOUSING ACCOUNT.
[For text of subd 1, see M.S.1994]
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Subd. 2. Transitional housing. The agency may make loans with or without interest to
cities and counties to finance the acquisition, improvement, and rehabilitation of existing
housing properties or the acquisition, site improvement, and development of new properties
for the purposes of providing transitional housing, upon terms and conditions the agency de-
termines. Preference must be given to cities that propose to acquire properties being sold by
the resolution trust corporation or the department of housing and urban development. Loans
under this subdivision are subject to the restrictions in subdivision 7.

Subd. 6. Neighborhood land trusts. The agency may make loans with or without inter-
est to cities and counties to finance the capital costs of a land trust project undertaken pur-
suant to sections 462A.30 and 462A.31. Loans under this subdivision are subject to the re-
strictions in subdivision 7.

[For text of subd 7, see M.S.1994]
History: 1995 ¢ 224 s 100,101

462A.204 FAMILY HOMELESS PREVENTION AND ASSISTANCE PROGRAM.

Subdivision 1. Establishment. The agency may establish a family homeless preven-
tion and assistance program to assist families who are homeless or are at imminent risk of
homelessness. The term “family” may include single individuals. The agency may make
grants to develop and implement family homeless prevention and assistance projects under
the program. For purposes of this section, “families” means families and persons under the
age of 22.

[For text of subds 2 to 7, see M.S.1994]
History: 1995 c 224 s 102

462A.205 RENT ASSISTANCE FOR FAMILY STABILIZATION DEMONSTRA-
TION PROJECT.

[For text of subds I to 3, see M.S.1994]

Subd. 4. Amount and payment of rent assistance. (a) This subdivision applies to both
the voucher option and the project-based voucher option.

(b) Within the limits of available appropriations, eligible families may receive monthly
rent assistance for a 36-month period starting with the month the family first receives rent
assistance under this section. The amount of the family’s portion of the rental payment is
equal to at least 30 percent of gross income.

(c) The rent assistance must be paid by the local housing organization to the property
Oowner.

(d) Subject to the limitations in paragraph (e), the amount of rent assistance is the differ-
ence between the rent and the family’s portion of the rental payment.

(e) In no case:

(1) may the amount of monthly rent assistance be more than $250 for housing located
within the metropolitan area, as defined in section 473.121, subdivision 2, or more than $200
for housing located outside of the metropolitan area;

(2) may the owner receive more rent for assisted units than for comparable unassisted
units; nor

(3) may the amount of monthly rent assistance be more than the difference between the
family’s portion of the rental payment and the fair market rent for the unit as determined by
the Department of Housing and Urban Development.

[For text of subds 4a to 8, see M.S.1994]
History: 1995 ¢ 224 s 103

462A.206 COMMUNITY REHABILITATION FUND ACCOUNT.
[For text of subd 1, see M.S.1994]
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Subd. 2. Authorization. The agency may make grants or loans to cities for the purposes
of construction, acquisition, rehabilitation, demolition, permanent financing, refinancing,
gap financing of single or multifamily housing, or full cycle home ownership services, as
defined in section 462A.209, subdivision 2. Gap financing is financing for the difference be-
tween the cost of the improvement of the blighted property, including acquisition, demoli-
tion, rehabilitation, and construction, and the market value of the property upon sale. The
agency shall take into account the amount of money that the city leverages from other sources
in awarding grants and loans. Cities may use the grants and loans to establish revolving loan
funds and to provide grants and loans to eligible mortgagors. The city may determine the
terms and conditions of the grants and loans. An agency loan may only be used by a city to
make loans.

[For text of subds 3 and 4, see M.S.1994]

Subd. 5. Other eligible organizations. A nonprofit organization is eligible to apply di-
rectly for grants or loans from the community rehabilitation fund account if the city within
which it is located enacts a resolution authorizing the organization to apply on the city’s be-
half, except that a nonprofit organization providing full cycle home ownership services may
apply directly to the agency.

History: 1995 ¢ 224 5 104,105

462A.209 HOME OWNERSHIP ASSISTANCE.

Subdivision 1. Full cycle home ownership services. The full cycle home ownership
services program shall be used to fund nonprofit organizations and political subdivisions
providing, building capacity to provide, or supporting full cycle lending for home ownership
to low and moderate income home buyers. The purpose of the program is to encourage pri-
vate investment in affordable housing and collaboration of nonprofit organizations and polit-
ical subdivisions with each other and private lenders in providing full cycle lending services.

Subd. 2. Definition. “Full cycle home ownership services” means supporting eligible
home buyers and owners through all phases of purchasing and keeping a home, by providing
prepurchase home buyer education, prepurchase counseling and credit repair, prepurchase
property inspection and technical and financial assistance to buyers in rehabilitating the
home, postpurchase and mortgage default counseling, postpurchase assistance with home
maintenance, entry cost assistance, and access to flexible loan products.

Subd. 3. Eligibility. The agency shall establish eligibility criteria for nonprofit orga-
nizations and political subdivisions to receive funding under this section. The eligibility cri-
teria must require the nonprofit organization or political subdivision to provide, to build ca-
pacity to provide, or support full cycle home ownership services for eligible home buyers.
The agency may fund a nonprofit organization or political subdivision that will provide full
cycle home ownership services by coordinating with one or more other organizations that
will provide specific components of full cycle home ownership services. The agency may
make exceptions to providing all components of full cycle lending if justified by the applica-
tion. If there are more applicants requesting funding than there are funds available, the
agency shall award the funds on a competitive basis and also assure an equitable geographic
distribution of the available funds. The eligibility criteria must require the nonprofit orga-
nization or political subdivision to have a demonstrated involvement in the local community
and to target the housing affordability needs of the local community. Partnerships and collab-
oration with innovative, grass roots, or community—based initiatives shall be encouraged.
The agency shall give priority to nonprofit organizations and political subdivisions that pro-
vide matching funds. Applicants for funds under section 462A.057 may also apply funds un-
der this program.

Subd. 4. Entry cost home ownership opportunity program. The agency may estab-
lish an entry cost home ownership opportunity program, on terms and conditions it deems
advisable, to assist individuals with downpayment and closing costs to finance the purchase
of a home.

History: /995 ¢ 224 5 106
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462A.2091 CONTRACT FOR DEED GUARANTEE ACCOUNT.

Subdivision 1. Creation. The contract for deed guarantee account is created as a sepa-
rate account in the housing development fund. Money in the account is appropriated to the
agency for the purposes of this section. The account consists of money appropriated to the
account and transferred from other sources and all earnings from money in the account.

Subd. 2. Account uses. Money in the account may be used to create a guarantee fund for
the refinancing of contracts for deed.

Subd. 3. Eligible property. Contracts for deed eligible for refinancing with guarantee
fund assistance must be for the purchase of an owner—occupied single-family or duplex
structure. In a city of the first class in the metropolitan area, as defined in section 473.121,
subdivision 2, eligible properties must be located in an area in which at least one census tract
meets at least three of the following four criteria:

(1) at least 70 percent of the housing structures were built before 1960;

(2) at least 60 percent of the single—family housing is owner—occupied;

(3) the median market value of the area’s owner—occupied housing, as recorded in the
most recent federal decennial census, is not more than 100 percent of the purchase price limit
for existing homes eligible for purchase in the area under the agency’s home mortgage loan
program; and

(4) between 1980 and 1990, the rate of owner occupancy of residential properties in the
area declined by at least five percent, or at least 80 percent of the residential properties in the
area are rental properties.

The area must include eight blocks in any direction from the census tract. Priority must
be given for property located in an area that meets all four criteria.

History: 1995 ¢ 224 5 107

462A.2097 RENTAL HOUSING.

The agency may establish a rental housing assistance program for persons of low in-
come or for persons with a mental illness or families that include an adult family member
with a mental iliness. Rental assistance may be in the form of direct rental subsidies for hous-
ing for persons or families with incomes of up to 50 percent of the area median income as
determined by the United States Department of Housing and Urban Development, adjusted
for families of five or more. Housing for the mentally ill must be operated in coordination
with social service providers who provide services requested by tenants. Direct rental subsi-
dies must be administered by the agency for the benefit of eligible tenants. Financial assis-
tance provided under this section must be in the form of vendor payments whenever possible.

History: 1995 ¢ 224 s 108

462A.21 HOUSING DEVELOPMENT FUND; ADVANCES, USE REPAYMENT.
[For text of subds 1 to 3a, see M.S.1994]

Subd. 3b. Capacity building grants. It may make capacity building grants to nonprofit
organizations, local government units, Indian tribes, and Indian tribal organizations to ex-
pand their capacity to provide affordable housing and housing—related services. The grants
may be used to assess housing needs and to develop and implement strategies to meet those
needs, including the creation or preservation of affordable housing, prepurchase and post-
purchase counseling and associated administrative costs, and the linking of supportive ser-
vices to the housing. The agency shall adopt rules specifying the eligible uses of grant money.
Funding priority must be given to those applicants that include low—income persons in their
membership, have provided housing-related services to low~income people, and demon-
strate a local commitment of local resources, which may include in—kind contributions.
Grants under this subdivision may be made only with specific appropriations by the legisla-
ture.

[For text of subds 4 to 7, see M.S.1994]

Subd. 8. Home ownership assistance fund. It may establish a home ownership assis-
tance fund, on terms and conditions it deems advisable, to assist persons and families of low
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and moderate income in the purchase of affordable residential housing and may use the funds
to provide loans, additional security for eligible loans or to pay costs associated with or pro-
vide additional security for bonds issued by the agency.

[For text of subd 8a, see M.S.1994]

Subd. 8b. Family rental housing. It may establish a family rental housing assistance
program to provide loans or direct rental subsidies for housing for families with incomes of
up to 80 percent of state median income. Priority must be given to those developments with
resident families with the lowest income. The development may be financed by the agency or
other public or private lenders. Direct rental subsidies must be administered by the agency
for the benefit of eligible families. Financial assistance provided under this subdivision to
recipients of aid to families with dependent children must be in the form of vendor payments
whenever possible. Loans and direct rental subsidies under this subdivision may be made
only with specific appropriations by the legislature. The limitations on eligible mortgagors
contained in section 462A.03, subdivision 13, do not apply to loans for the rehabilitation of
existing housing under this subdivision.

Subd. 8c. [Repealed, 1995 c 224 s 126]
[For text of subds 8d to 12a, see M.S.1994]

Subd. 13. Accessibility programs. It may spend money for the purposes of section
462A.05, subdivisions 14, 14a, and 24, and may pay the costs and expenses necessary and
incidental to the development and operation of the programs authorized in those subdivi-
sions.

[For text of subds 14 to 20, see M.S.1994]

Subd. 21. Community rehabilitation program. The agency or its grantees may spend
money for the purposes of the community rehabilitation program authorized under section
462A.206 and may pay the costs and expenses necessary and incidental to the development
and operation of the program.

Subd. 22. Contract for deed guarantee program. It may expend money for the pur-
poses of section 462A.2091 and may pay the costs and expenses necessary and incidental to
the development and operation of the program authorized by section 462A.2091.

Subd. 23. Rental housing, The agency may spend money for the purposes of the rental
housing program authorized under section 462A.2097, and may pay the costs and expenses
necessary and incidental to the development and operation of the program.

History: 1995 ¢ 224 5 109-115
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