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Overview

The Land Acquisition for Affordable New Development (LAAND) initiative of Minnesota
Housing, the Metropolitan Council and the Family Housing Fund provides statewide financing
to encourage communities to meet their affordable housing need. Intended to be a flexible
source of funding, initially through the consolidated RFP and perhaps eventually on a pipeline
basis, to meet communities” affordable housing needs by producing affordable new
developments, the LAAND initiative integrates local control with statewide priorities. The
funding initiative prioritizes land that is close to job growth areas or significant numbers of
lower wage jobs, allows for density that is consistent with achieving affordability, minimizes
vehicle miles traveled, and implements Green Communities criteria, Minnesota Overlay or
comparable program in the development process.

Eligible Applicants

Eligible applicants include local units of government, their housing or development agencies
and nonprofit organizations. Some funding sources have other limitations on eligible recipients.

Affordability Targets

Projects constructed on land acquired through the loan program shall have a minimum of 20
percent of housing units developed for affordable units. Units shall be affordable to families
earning 60 percent of area median income (AMI) in the Metro area and 80 percent of AMI in
Greater Minnesota.

Land Acquisition and Development

Recipients shall use the LAAND funds to acquire sites for affordable housing that are consistent
with the community’s future affordable housing needs and the stated strategic growth goals.
Land costs in the area of the proposed project must be an impediment to affordable housing
development. Development of the land for affordable housing may not commence within one
year of execution of the loan agreement, but must commence within five years of execution of
the loan agreement. If an applicant is awarded funding, it may work with a developer of their
choice to develop the site and determine its own structure for the transfer of ownership, if
applicable. The applicant shall submit updated plans three years from the date of the funding
award that describe the number of units anticipated for the site and verify that all
comprehensive plan, zoning, or other regulatory changes have been or will be implemented in
preparation for development.



Funding Requirements and Priorities

Location of the land to be acquired must be consistent with the following strategic growth
concepts:

a) theland is within the MUSA line or in the next staging area for MUSA expansion or
an area of local wastewater service expansion prior to 2020 as reflected in the
community’s comprehensive plan (seven-county metropolitan area only),

b) capital improvements (infrastructure) must be programmed to coincide with the
development of the site,

¢) adjacent land must also be planned for development prior to 2020, including land
guided for commercial development,

d) housing developed on the acquired land must meet the density requirements of the
Green Communities criteria, Minnesota Overlay, and

e) affordable housing must facilitate economic integration either within the planned
development on the site purchased with the loan or in the broader community.

Development sites meeting one or more of the following priorities will be given greater
consideration for funding;:

Sites located within one-half mile of a transitway in the 2030 Transitway System —
Northstar, Northwest, Cedar Avenue, I-35W, Central, Red Rock, Rush Line, Southwest,
1-394, Hiawatha; or within one-half mile of a local bus route; or within one-half mile of a
park-and-ride facility on an express commuter bus or express bus route;

Financial or in-kind contributions by local unit of government or employers that
improve the affordability of the housing to be developed; or

Sites proximate to employment centers, or in areas of expected job growth, or with low
wage jobs as a greater share of local employment as compared to the regional average in
the Metropolitan Area or the statewide average if outside of the Metropolitan Area.

Funding

Minnesota Housing, the Metropolitan Council, and the Family Housing Fund have collaborated
to develop the parameters for funding the land acquisition. Funding beyond the fall 2008
consolidated RFP has not yet been secured. A minimum of $4 million is available for land
acquisition activities in the Metropolitan area through the Livable Communities Act
Demonstration Account, which may only go to LCA-eligible metropolitan communities.

The funder will take a security interest in the land acquired.

Revolving Loan — Repayments

At a minimum, the principal loan amount shall be repaid into a revolving fund for additional
land acquisition loans.

Repayment of the appraised value of the site is required at the time of sale of the land. The
appraisal must be completed prior to construction and take into consideration the value of the
land, based on the land being planned and zoned for the contemplated development.



If the value of the land has appreciated since the original purchase with funds, the proceeds
from the sale of the land shall be distributed in sequence as follows:

1) the principal amount of the loan shall be repaid to the funders,

2) aportion of the appreciated value equal to the portion of the total units in the
development that are attributable to affordable units shall be retained by the
developer,

3) if available, ten percent (10%) of the appreciation shall be repaid to the funders for
additional land acquisition loans,

4) if available, the balance of the appreciation shall be used to:
a) provide funds for additional land acquisition loans,
b) provide gap financing for the affordable units, if needed, and/or

¢) help defray site correction costs, if any. The specific uses of the balance of the
appreciation in value shall be determined by the parties to the land at the
time of the sale of the land. If no agreement is reached, the balance of the
appreciation in value shall be repaid to the funders.

If the value of the land at the time of sale has not appreciated or has depreciated since the loan
was issued and the land was acquired, the loan amount or the appraised value at the time of
sale, whichever is less, must be repaid to the funders. Any deficiency in the loan will be
forgiven.

If the land is not developed within the required time frame, or the required number of
affordable units are not developed, the recipient of the loan must repay the loan plus all
appreciation in value.

Long —-Term Affordability

A seven (7) year minimum period of affordability is required for homeownership units. The
affordability term for rental housing projects will be determined by the source of permanent
financing for the development. The affordability implementation mechanisms are local choice.
Highest priority will be given to applicants who require the longest term of affordability of the
units.

Costs Related to Acquisition

Costs of appraisals and environmental assessment of the site can be included in the loan
amount. Other costs related to land acquisition or holding, such as taxes, insurance, site
maintenance, etc. will be the responsibility of the recipient of loan funds. Holding costs paid by
the recipient will be considered local contribution or leverage for purposes of evaluation of the
proposal under the Economic Development and Housing Challenge program for the use of
LAAND funds. Costs of demolition and removal of existing structures on the site and soil
correction are not costs that can be included in the loan amount, but they may be addressed in
the distribution of appreciated land value at the time of sale and development.



Following development of the affordable housing component, the funders will evaluate the
savings resulting from the earlier acquisition of land for development. This will be compared to
the lost opportunity for development of other housing as a result of the use of funding for land
acquisition for future development.



	Overview

	Land Acquisition and Development
	Funding Requirements and Priorities
	Funding 
	Revolving Loan Œ Repayments 
	Long-Term Affordability 
	Costs Related to Acquisition 
	Evaluation 

