Memorandum

To: Policy Board Members and Alternates
From: Robert D. Miller, Director

Date: November 15, 2004

Subject: Revised Housing Proposals

On September 27 I provided the Policy Board with a draft of the revised Housing Fund
Proposals that were initially brought to the Board last February. The revised draft was
distributed to the neighborhoods on September 28 and comments were due November 12.
The comments received from neighborhoods, residents, interested organizations and
government agencies have again helped improve the guidelines for the proposed funds.
Many of their comments and suggestions are now included in the revised proposal
attached to this memo and offered for action.

Sixteen neighborhoods submitted questions, requests for clarification, or comments and a
total of twenty-two neighborhoods responded. The overall response from the
neighborhoods was positive and Elliot Park was one of several neighborhoods that
adopted a resolution recommending that the Policy Board approve the "NRP Housing
Fund Proposals and Program Guidelines". They stated in their resolution that "the
proposal offers a broad range of attractive programs and is a welcome tool" for
neighborhoods beginning Phase II. A number of very positive comments were also
received about the level of response to the suggestions that had been previously offered.

Additional details of the various programs will still be in development as we progress
toward implementation but we now need to know if anyone is interested in being a Fund
Administrator. I am recommending, therefore, that the Policy Board act to adopt the
attached Program Guidelines as the basis for housing funds that will be offered by NRP
to the neighborhoods. If the proposed resolution is adopted, an RFP will be prepared to
solicit the Fund Administrators needed to implement this proposal.

RESOLVED: That the Minneapolis Neighborhood Revitalization Policy
Board approves and adopts the "NRP Housing Fund Proposals & Program
Guidelines'" dated November 22, 2004 as the framework for NRP sponsored
Housing Funds that will be offered to neighborhoods;



RESOLVED FURTHER, That the Director is authorized to begin
development of a Request for Proposals to describe the proposed funds and
seek potential Fund Administrators;

RESOLVED FURTHER, That the Director provide the Board with the draft
RFP for review, comment, and approval by January 14, 2005.



NRP Housing Fund Proposals
&
Program Guidelines

November 22, 2004



b) furnishings, furniture or equipment
¢) non-permanent appliances

d) debt service of any kind

e) bank charges or loan origination fees

f)

refinancing of existing debts

g) work completed and materials purchased prior to the loan closing.

10.

11.

12.

13.

14.

15.

Project eligibility questions will be referred to the Fund Administrator,
Improvement Review Committee, and, if questions remain, to the Director of NRP.

Underwriting Considerations: Property owners must be current on all mortgage
payments, real estate property taxes, water bills and trash collection payments.
Applicants should have sufficient credit history to satisfy the lenders underwriting
considerations. The Fund Administrator may deny loans based on credit reports,
income verification or past payment history. Applicants rejected for credit history
issues may correct those issues and reapply for participation but no earlier than 18
months after the date of their rejection.

Loan Security: All loans that use NRP funds will be secured with a mortgage in
favor of the City of Minneapolis.

Work Completion: Completion limits for accomplishing funded work vary among
the different fund pools. All work, however, must be completed within 270 days of
loan closing. Loan recipients may apply for an extension if the work is partially
completed. The Fund Administrator will review the request and determine if an
extension is appropriate. Their decision will be final.

Total Project Cost: It is the borrower’s responsibility to obtain the funds needed to
finance the proposed project and improvements. If the final cost exceeds the
original loan amount, the borrower must make up the difference from non-NRP
sources.

Custody of Funds: All funds committed by the neighborhoods will remain in the
custody of the Fund Administrator until payment is appropriate for completed
work. Required matching funds will be paid to the contractor directly by the
borrower before any NRP funds are disbursed. The borrower will provide evidence
of this transfer to the Fund Administrator. The Fund Administrator will hold NRP
funds “in trust for the City of Minneapolis for crediting to NRP and the
neighborhood that provided the funds being invested” in an interest bearing money
market fund or other instrument acceptable to NRP. All interest received will be
classified as “program income” for the fund from which it was derived and be
reported to NRP on a regular schedule.

Fund Sales: NRP reserves the right to request a sale of all or a portion of the loan
portfolios in any of these funds to the secondary market. The Fund Administrator
and the City will be consulted if such a sale is proposed.

Administrative Costs: NRP and the selected Fund Administrator(s), with guidance
from CPED and other resources, will determine a mutually agreed upon portion of
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16.

17.

18.

19.

20.

21.

the investment fund that will be set aside for the administrative costs, including
collection, for the funds. Servicing fees, unless otherwise indicated in the guidelines
for a specific program, will be paid from revolved loans and their interest payments.

Applications: Applicants must provide all of the information requested in the
application package for their fund. The package will include: any forms needed to
process consideration for an MHFA loan, a completed application form that
includes a description of the proposed project(s) and cost estimates, a copy of the
applicant’s most recent federal income tax form, a copy of the applicants most
recent property tax statement, and a signed “Data Privacy Act Statement and
Consent Form”. Failure to provide any of the requested items will result in
ineligibility for consideration. Guidance on completing the applications will be
available and provided by the Fund Administrator.

Subordination of Loans: Loan subordinations will be allowed, in accordance with
the existing policy of the City. Any changes in this policy and its application to NRP
funded loan agreements will require the prior approval of NRP.

Licensure of Multi Unit Properties: Regardless of its ownership status, a multi-
family dwelling must have and maintain a current rental license with the City of
Minneapolis to be eligible for a loan from any of these funds. Any outstanding
license or inspection issues must be resolved prior to receiving funds, unless the
specific fund allows the loan to be used to resolve an outstanding inspection issue.

Disbursement Process: Payments to contractors (or owners in Fund Administrator
approved “sweat equity” situations) will be made after completion and inspection of
the required work. If the project does not require a permit, an inspection will be
performed by the Fund Administrator or its agents to verify satisfactory completion
of the work. The following items must be received prior to final disbursement of
funds:

(a) Evidence that any city permits required have been issued

(b) Final invoice from contractor (or materials receipt from supplier)

(c) Final inspection verification by the city or fund administrator

(d) Completion certificate(s) signed by the borrower and contractor

(e) Proof of payment to the contractor for any required matching funds

(f) Lien waivers for the entire cost of the project

Signage: Borrowers will display a window sign provided by the Fund Administrator
indicating that the work being conducted is being financed by NRP, its financial
partner (if appropriate) and the neighborhood. NRP will assist the Fund
Administrator with the design of the signs. The signs should be displayed while
work is being done and for 30 days thereafter.

Number and Dollar amount of L.oans: Households and properties can only receive
one loan at any one time, with the exception of loans approved from Fund 3 or loan
packages that combine Funds 4 and 5. Funds 4 and 5 focus on different areas of a
purchase transaction and may both be necessary to make a deal work. Applicants
requesting assistance from the Emergency Loan Fund are allowed to have one loan
from Funds 1 or 4 outstanding as long as they are current on their payments and
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have complied with the terms of that loan. Except for these exceptions, once an
applicant is approved for a loan from any one of the investment funds, no
applications for new projects will be accepted from that household or for that
address until the previous loan is paid in full and closed.

The total dollar amount received by any household for all of its outstanding NRP
loans shall not exceed $60,000.
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Program Guidelines
That Apply to
All Funds

. Program Income: All income (principle and interest) that is received from loans,

projects, penalties, reserves, fund balances and any other sources that was generated
from an NRP housing fund shall be held in trust for the City of Minneapolis and the
NRP for the neighborhood providing the initial funds for the activity by the Fund
Administrator. Neighborhood accounts maintained by Fund Administrators will show
the amount of investment and the revenues received for each loan or investment
individually and by neighborhood for each neighborhood investing in that fund.

. Appeals: Each Fund Administrator will develop, with NRP and neighborhood

representatives investing in that fund, an appeals process to review rejected applicants.
Neighborhoods will be offered the opportunity to participate in the appeals process.

. Establishing Fees: NRP will, with the support and technical assistance of MHFA,

CPED and DFD, negotiate with selected Fund Administrators the type and amounts of
any fees that will be collected from the fund or individual transactions. Every effort
will be made to minimize the number and amount of these fees for the level of service
being requested.

. Fund Administrators: All Fund Administrators will be selected through an RFP

process (with the exception of Funds 7 and 8). Possible vendors to be solicited will be
sought from neighborhoods, MHFA, CPED, DFD, LISC, Hennepin County and others.
Responses to the RFP will be reviewed by a team established by the Director of NRP.
Neighborhood and City representatives will be included on this team and the team will
make its recommendations to the Director of NRP.

Responders may, if qualified, apply to be the Fund Administrator of up to S Funds. If
appropriate, more than one respondent may be offered the opportunity to be a Fund
Administrator but if more than one Fund Administrator is designated each of the
selected organizations will service a unique geographic area. The Director of NRP will
make recommendations to the Policy Board on the organizations to be given Fund
Administration contracts.

. Fund Administration Contracts: Each Fund Administrator will execute a contract with

the City, acting on behalf of NRP, for the delivery of the services required under the
fund that they have been awarded. For Funds 7 and 8, NRP will execute a
Memorandum of Understanding with CPED for the administration and operation of
these funds. Contract terms will be established by NRP, the selected administrator and
a representative from the City.

. Education and Marketing: After the Fund Administrators have been selected and

contracts or Memorandums of Understanding have been signed NRP will conduct at
least one informational and educational seminar on the funds for all neighborhoods.
Fund Administrators will be responsible for the marketing of their funds to individual
neighborhoods.
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7. Participation By Neighborhoods: Investment by neighborhoods in these housing funds
is strictly voluntary. Neighborhoods may: 1) invest a specific amount in a single fund
(eg. $100,000 in Fund 1); 2) invest specified amounts in different funds (eg. $50,000 in
Fund 1 and $50,000 in Fund 2); or 3) invest a specified amount in a group of funds (eg.
$100,000 for applicants qualifying in Funds 1,2 or 4). The neighborhood investment
must remain with the specific fund or group of funds initially selected for at least one
year. After that time, the neighborhood would have the opportunity to change the
amount invested in their choices, redirect funds to another housing fund or group of
funds, or withdraw part or all of their investment (subject to the contractual obligations
for already processed loans, etc.).

8. Allocating Resources to the Housing Funds: Resources from Phase I and Phase II may
be invested in the housing funds. NRP staff will assist the neighborhood will
determining how best to accomplish their investment objective and help process any
needed actions.

9. Geographic Use: Neighborhoods may designate their contributions to these funds for
use anywhere in the City of Minneapolis, in certain neighborhoods that they specify or
only for properties within the geographic boundaries of their own neighborhood.
Neighborhoods may solicit funds from other neighborhoods to assist with addressing
their housing needs.

10. Reporting: Neighborhoods will receive reports quarterly from the Fund
Administrators for the funds in which they have invested. The reports will show, at a
minimum, the amounts invested and the results to that time. NRP will work with the
neighborhoods and the Fund Administrators to ensure that these reports contain
information that will be useful and is received in a timely manner.

11. Evaluation: A review of the costs and effectiveness of the housing fund approach to
assisting neighborhoods with their housing investments will be conducted 18 and 36
months after the date on which all of the Fund Administration contracts have been
executed. Neighborhoods will participate in the selection of the evaluation criteria and
be critical contributors to the evaluations. The Director of NRP shall have the
authority to recommend elimination of non-performing funds or changes in Fund
Administrators at any time.
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