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Housing Improvement Area Policy

I. Purpose

This Housing Improvement Area (“HIA”) Policy (“Policy”) establishes the conditions under which
HIAs may be approved by the Minneapolis City Council, and provides a framework within which
requests for the establishment of HIAs will be considered.

Pursuant to Minnesota Statutes, Sections 428A.11 to 428A.21, the City of Minneapolis (“City”) is
authorized to establish HIAs within its corporate limits. Within an HIA the City may lend funds to
a homeowners association or similar entity (“Association”) for the purpose of funding the cost of
improvements made to common elements of their property(s). The City will consider the
establishment of an HIA only on a “last resort” basis, when the Association is unable to obtain
other financing for the needed repairs and improvements.

The City may lend funds to the Association from either available City cash or proceeds from the
City’s issuance of taxable bonds. Loan repayment is accomplished through the imposition of
HIA fees on the owners of units included in the HIA. Existing housing units receiving HIA
assistance are exempt from the affordable housing provisions contained in Section 2 of the
Unified City of Minneapolis Housing Policy.

Il. Goals and Objectives

In establishing an HIA, the City strives to achieve the following goals and objectives:
1. Stabilize or enhance the City’s property tax base.

2. Promote neighborhood stabilization and livability through the revitalization of existing
housing stock.

3. Stabilize or increase the level of owner-occupied housing units within a neighborhood.
4. Eliminate blighting influences.
5. Correct housing or building code violations.

6. Promote energy conservation in order to reduce the overall impact of the built
environment on human health and the natural environment.

7. Maintain or obtain FHA mortgage eligibility.



Il. Guidelines

1.

The City will only consider establishing an HIA when the Association has demonstrated
to the City’s satisfaction that the project meets one or more of the goals and objectives
listed in Section Il of this Policy.

The property to be included in the HIA must be in compliance with the City’s
comprehensive plan, zoning ordinances, and any applicable redevelopment plans.

HIA financial assistance will only be provided to condominium and townhouse
associations. Such assistance will not be available to other forms of ownership housing
or rental housing.

HIA financial assistance will only be considered for a project when the Association has
demonstrated to the City’'s satisfaction that there are no other feasible financing options.
The Association must provide the City with any requested documentation needed to
substantiate this conclusion.

The project must meet the minimum criteria listed in Section IV of this Policy. Additional
requirements are also contained in separate documentation from this Policy. The
process and procedures for HIA application, review, approval, and implementation are
also contained in separate documentation from this Policy. The City Council is under no
obligation to approve assistance with this tool even if the applicant meets all of the
criteria listed in this Policy and other existing requirements.

The Association must enter into a financing agreement with the City (“Financing
Agreement”) that spells out the rights and responsibilities of both parties.

. Minimum Criteria

1.

The City will only consider establishing an HIA if all owners of 75 percent or more of the
housing units that would be subject to fees in the proposed HIA file a petition requesting
a public hearing on the matter.

The term of the HIA financing should be as short as practical while making the annual
fees affordable to applicable members of the Association. The maximum financing term
is 20 years, but in no case will it exceed the useful life of the assets or improvements
being financed.

Only improvements and repairs to the common elements of the property(s) are eligible
for HIA financing. Improvements and repairs to luxury assets, as determined by the City,
are not eligible for HIA financing.

The minimum amount of HIA assistance the City will provide an Association is $500,000.

A nonrefundable application fee of $3,000 will be charged to any Association seeking
HIA assistance. A one-time nonrefundable processing fee, in an amount not to exceed
$30,000, will be charged to any Association granted HIA assistance. An annual
administrative fee, in an amount not to exceed $7,500 per year, will be included as part
of the HIA fees imposed on the owners of the housing units in the HIA. The processing
and administrative fees will be determined based on the projected City staff time and



other costs associated with the approval and implementation of the HIA financing.

6. The Association must provide the City with adequate financial guarantees to ensure the
timely payment of all HIA fees and the performance of all other requirements of the
Financing Agreement.

7. The Association must have adopted a reasonable financial plan, prepared by an
independent third party that's acceptable to the City, that provides for the Association to
finance maintenance and operation of the common elements and a long-range plan to
conduct and finance capital improvements. For the term of the HIA financing, the
Association must annually provide to the City its audited financial statements and an
updated long-term maintenance and capital improvement plan for the project.

V. Process and Procedures

Requests for the establishment of HIAs will be reviewed and approved or rejected in
accordance with state law, this HIA Policy, and the administrative process and procedures
contained in separate documentation from this Policy. Changes to this Policy require City
Council approval. Changes to the documentation describing the administrative process and
procedures may be approved by the City Finance Officer and Director of Community Planning
and Economic Development.
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Administrative Process and Procedures for
Establishing a Housing Improvement Area (HIA)

City staff from CPED/Finance/Legal (“Staff”) hold an initial meeting(s) with representatives
from the homeowners association (“Association”), after notifying the City Councilmember
of the affected ward of the intent to meet. Association provides denial letters from three
banks that are either headquartered or have local branches in the Twin Cities metropolitan
area. Additional denial letters may be requested by Staff. Internal Staff meeting(s) are
held to discuss the project and the request for HIA assistance.

Association submits an HIA application to CPED that includes a $3,000 application fee
and evidence that all owners of at least 75% of the housing units that would be subject to
the HIA fees are supportive of the proposed HIA. Included with application is a financial
plan, prepared by an independent third party (acceptable to City), that demonstrates how
annual operation and maintenance of the common areas and long-term capital
improvements will be funded.

Staff reviews HIA application for completeness and compliance with the City HIA Policy.

CPED staff prepares a Request for Council Action (“RCA”) seeking Project Analysis
Authorization (“PAA”"). The RCA describes the project and financing, specifies the City
processing fee, and is presented to the Community Development Committee. City
Council subsequently approves or denies PAA.

If PAA is approved, then Association pays 50% of the City processing fee upfront (or
lesser amount if deemed appropriate by Staff). The City processing fee is based on Staff
estimates of staff time and other costs associated with the review and processing of the
request for HIA assistance. The Association pays the remaining portion of the fee at
closing. The City processing fee may ultimately be included in the overall financing and
paid through the imposition of HIA fees.

Staff analyzes HIA request. If HIA assistance is deemed appropriate by Staff, the
Association bids out the project in a fair open and competitive manner to a qualified
bonded and insured contractor. The basic terms and conditions of the HIA assistance are
then negotiated.

Staff prepares materials describing HIAs that the Association distributes to owners of all
housing units subject to HIA fees. Materials include an explanation of individual owners’
rights to object to the establishment of the HIA and the imposition of fees.

Staff prepares the form of petition and sends to Association. Petition includes individual
acknowledgements that HIA materials have been received and understood.

Association files petition with CPED Deputy Director requesting public hearing on both the
establishment of the proposed HIA and imposition of HIA fees. Petition must be signed by
all owners of at least 75% of the housing units that would be subject to the HIA fees.
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Finance and Legal staff prepare HIA ordinance and HIA fee resolution. Ordinance must
describe the portion of the city included in the HIA, the basis and reasonableness for the
imposition of the HIA fees, and the number of years the HIA fees will be in effect.
Additionally, the ordinance must designate CPED as the “implementing entity”, and find
that without the HIA the proposed improvements could not be made by the association or
housing unit owners and the designation is heeded to maintain and preserve the housing
units. Author of the ordinance is typically the Councilmember representing the
Association.

CPED staff prepares RCA which presents the petition, lists the housing improvements to
be made in the proposed HIA and identifies those improvements made to the common
elements, lists those housing units exempt from the HIA fees (if any), states that the
Association will contract for the housing improvements, describes all other terms and
conditions of HIA assistance, and calls for a public hearing on the establishment of the
proposed HIA and imposition of HIA fees. RCA is presented to the Community
Development Committee. At the following City Council meeting, the Councilmember
representing the Association introduces the ordinance (first reading) and public hearing is
set for a Community Development Committee meeting at least 10 days later.

Finance staff prepares a notice of public hearing and mails to owner(s) of each housing
unit within the proposed HIA. Notice must be mailed not less than 10 days before the
public hearing, and must include:
- The time and place of hearing.
A map showing the boundaries of the proposed HIA.
A statement that all owners in the proposed HIA and other interested parties
have a right to be heard and to object to the establishment of the HIA.
The estimated costs of improvements (including adm. costs) to be paid by HIA fees.
The HIA fees to be charged against each property.
The rights of property owners to prepay the HIA fees.
The number of years the HIA fees will be in effect.
A statement that the Association has filed the required petition described above.

Finance staff publishes the notice of public hearing in Finance and Commerce, the official
newspaper of the City, not less than seven days before the public hearing.

CPED staff prepares RCA for public hearing.

Community Development Committee conducts public hearing and refers item to Ways and
Means/Budget Committee. At the following City Council meeting the ordinance gets
second reading. Ordinance and HIA fee resolution are adopted, denied, or referred.
Adoption (by majority vote) must occur within six months of the public hearing. If adopted,
the effective date of the ordinance and HIA fee resolution must be at least 60 days later.

Before adoption, any owner of a housing unit in the proposed HIA may file a written
objection with CPED Deputy Director asserting that their property should not be included
in the proposed HIA or be subject to the HIA fee since their property would not benefit
from the improvements. The City must make a determination on the written objection
within 60 days of its filing.

Within five days after adoption of the ordinance, Finance staff must mail a summary of the
ordinance and HIA fee resolution to each owner of a housing unit in the proposed HIA,
and state that a copy of the ordinance and HIA fee resolution are on file at the City. The
mailing must also explain the following veto rights to owners subject to the HIA fees.
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If 45% or more of the owners subject to the HIA fees in the proposed HIA file an objection
to the ordinance or HIA fee resolution before the effective date, then the ordinance or
resolution does not become effective. If owners of 45% or more of the housing units’ tax
capacity subject to the HIA fees file an objection to the ordinance or resolution before the
effective date, then the ordinance or resolution does not become effective.

Finance staff mails a copy of the ordinance to the Commissioner of Revenue within 30
days after adoption.

After establishment of the HIA many additional steps will take place including Legal staff
preparing the Financing Agreement, City bond issuance (requires authorization by a
super-majority of the City Council), etc.





