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ITEM FOR HRA CONSIDERATION:
Consideration of a proposed settlement of a Housing and Redevelopment Authority deferred
loan mortgage.

DEPARTMENT DIRECTOR REVIEW: hd

REVIEWED BY EXECUTIVE DIRECTOR:

RECOMMENDED ACTION: ,
By Motion: Approve or deny a proposal made by the owner of 6804

Morgan Avenue for settlement of a $25,000 Deferred Loan in the
amount of $1,000.

II. BACKGROUND
On February 11, 2002, the owner of 6804 Morgan Avenue received a Richfield
Deferred Loan for $25,000. The terms of the Deferred Loan require the home
owner to repay the loan in full, at no interest, upon sale of the property. If the
original owner remains in the home, the Loan is fully forgiven after 30 years.

Due to financial and personal reasons, the owner is now seeking to sell the
property to avoid foreclosure (“short sale”). The owner recently listed the property
for $89,900 and received multiple offers. The best offer received is for $102,000.
The owner is proposing to use the proceeds to settle the following debts:
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Debt Amount Owed Proposed Settlement Ratio
Settlement
First Mortgage (TCF) $94,950 $89,508.63 94%
Second Mortgage (TCF) $41,750 $1,000.00 2.4%
Total TCF $136,700 $90,508.63 66%
Deferred Loan (HRA) $25,000 $1,000.00 4%
Property Taxes $1612.48 $1,612.48 100%
Assessment/water bill $743.09 $743.09 100%
Settlement Charges $8,135.80 $8,135.80 100%
TOTAL $172,191.37 $102,000 59%

The HRA'’s foreclosure policy (adopted by the HRA on September 17, 2007) also
addresses short sales. That policy authorizes staff to negotiate the best possible
payoffs of HRA mortgages in the event of a short sale. Based on that policy, staff
attempted to negotiate a 50 percent settlement with the seller (a payoff of $12,500).
Staff felt that the 50 percent settlement was reasonable given that the two
mortgages ahead of the HRA'’s (both held by TCF Bank) had apparently agreed to a
cumulative settlement at 66 percent of their remaining principal. Typically,
settlements are less for junior mortgages than for those which supersede them.
Staff was told that, given the low sales price for the property and the amount of debt
TCF is expected to forgive, TCF would not be willing to agree to more than a
nominally higher amount than $1,000.

If the HRA and the homeowner cannot reach an agreement regarding the payoff of
the HRA mortgage, this property is likely to go into foreclosure. As a lien holder,
the HRA would have the opportunity to redeem the foreclosure. To do so, however,
the HRA would either have to satisfy the outstanding mortgages or negotiate a
settlement with those lien holders (the same situation as the current homeowner).

III. BASIS OF RECOMMENDATION
A. PoLicy
. The HRA acts to protect its financial interests.
. The Mortgage Foreclosure Response Program Procedural Guidelines,

states as follows: “Staff will consider short sale offers and negotiate as
high of repayment as possible. Action will be taken quickly so as to not
disrupt the short sale opportunity and cause the homeowner to enter
into foreclosure.”

o The purpose of the Deferred Loan is to prowde resources to low-

. income homeowners to maintain and improve their homes. To qualify

for a no-interest deferred loan, applicants must earn less than 50
percent of the area median income. Deferred Loan recipients typically
do not have the financial ability to make costly home improvements on
their own.

B. CRITICAL ISSUES

o The house has two bedrooms, one bath, no garage, and is in poor
condition.



The property has a current assessed value of $170,000.
The listed sale price of the home was determined by the listing agent
based on comparable sales in the area. The fact that multiple offers
were received for more than the list price may indicate that the house
could sell for a higher value or may confirm that the house is not going
to sell for the current amount of debt against the property.

) Given the numbers in this situation, it is unlikely the HRA should
expect to recover the full value of the lien.
The HRA agreed to subordinate its loan in 2003, 2004 and 2005.
If the HRA declines to settle the loan, the homeowner could face

foreclosure.
. Neighborhoods in which there are one or more foreclosed and vacant
homes have detrimental impacts on the surrounding property values.
. No information is known about the proposed buyers’ intentions for the
property.

C. FINANCIAL

o The owner has lost his job and has submitted financial information
indicating that he qualifies for a short sale under bank policy.
The proposed settlement rate is $.04 for every $1.00.

. It is in the best interest of the HRA to not have the property foreclosed
by the lender as the lender could offer the HRA nothing. The HRA
has a subordinated position to the primary lender.

. The Deferred Loan Program is funded with Community Development
Block Grant (CDBG) money. The HRA established the requirement
that a borrower must pay back the loan prior to the 30 term. There is
no federal requirement to pay back the funds.

D. LEGAL
o Legal counsel has confirmed the HRA'’s authorization under a short
sale.

IV. ALTERNATIVE RECOMMENDATION(S)

. Deny the proposed settlement.

. Propose a different settlement amount.

. Authorize staff to negotiate a settlement amount within certain parameters.
V.  ATTACHMENTS

o N/A
VI. PRINCIPAL PARTIES EXPECTED AT MEETING

o N/A
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SPECIAL HOUSING AND REDEVELOPMENT AUTHORITY WORKSESSION

RICHFIELD CITY HALL COUNCIL CHAMBERS
6700 PORTLAND AVENUE

6:00 P.M.
- Call to ordér
Roll call

1. Discussion with Minnesota Life College regarding future expansion plans in Richfield

Notes:

2. Discussion with Ron Clark Construction regarding potential uses of former City
garage/HRA-owned mortuary site _

Notes:

Adjournment

*******************************************************************************************************

REGULAR HOUSING AND REDEVELOPMENT AUTHORITY MEETING

RICHFIELD CITY HALL COUNCIL CHAMBERS
6700 PORTLAND AVENUE

7:00 P.M.
AGENDA

* Call to order

Rolllcall

1. Cons}ivderation of election of HRA officers for 2010

Staff Report No. 1

Notes:

2. Approval of minutes of Regular HRA Meeting of December 21, 2009



3. HRA approval of agenda

one motion. Once the Consent Cal

ndar has been approved, the individual items and

4 Consent Calendar contains several {eparate items which are acted upon by the HRA in

recommended actions have also been approved. No further HRA action is necessary.
However, any HRA Commissioner may request that an item be removed from the

. Consent Calendar and placed on the regular agenda for HRA discussion and’action. All
items listed on the Consent Calendar are recommended for approval.

A. Consideration of approval of designating Community Development Director as

Acting Executive Director of HRA in event Executive Director is absent from City for

2010 S.R. No. 2 \

B. Consideration of approval of resolutions designating official depositories for HRA,
including collateral, for 2010 S.R. No. 3 .

C. Consideration of approval of res
newspaper for 2010 S.R. No. 4
D. Consideration of approval of 201
Metropolitan Housing Corporatic

Notes:

olution designating Richfield Sun-Current as official

0 consultant services agreement with Greater

n S.R. No. 5

5. Consideration of resolution authoriging HRA Executive Director and HRA Chair to

execute instruments necessary to

urchase vacant and foreclosed properties from

" Housing and Redevelopment Fund

Notes:

through December 31, 2010

StTﬁ Report No. 6

6. Consideration of proposal made by
$25,000 HRA deferred loan .

Notes:

owner of 6804 Morgan Avenue for settlement of

Staff Repbrt No. 7

7. Executive Director report
8. Claims and payroll

Adjournment

Auxiliafy' aids for individuals with disabilities are available upon request. Requests must _
be made at least 96 hours in advance to the City Clerk at 612-861-9738. -




HOUSING AND REDEVELOPMENT
RICHFIELD AUTHORITY MEETING MINUTES

Richfield, Minnesota

Regular Meeting
December 21, 2009

CALL TO ORDER

The meeting was called to order by Chair Sandahl at 7:04 p.m.

ROLL CALL

HRA Members
Present: Sue Sandahl, Chair; Joan Helmberger; Doris Rubenstein; David Gepner;
and Steven Quam.

Staff Present: John Stark, Acting Executive Director and Theresa Schyma, Deputy City
Clerk. _

Item #1 HRA APPROVAL OF MINUTES

M/Gepner, S/Quam to approve the minutes of (1) Regular HRA Meeting of November 16,
2009.

Motion carried 5-0.

Item #2 HRA APPROVAL OF AGENDA

M/Rubenstein, S/Quam to approve the agenda.

Motion carried 5-0.




HRA Meeting -2- December 21, 2009

Item #3 CONSENT CALENDAR

A. Consideration to approve and authorize execution (subject to minor revisions by legal
counsel) of a NSP | Developer Agreement with the Greater Metropolitan Housing
Corporation for the acquisition, rehabilitation and*sale of houses through the Neighborhood
Stabilization Program S.R. No. 49

B. Consideration to approve and authorize execution of a First Look Program Acquisition
Agreement and an Access and Indemnification Agreement (subject to minor revisions by
legal counsel) with the Twin Cities Community Land Bank LLC for the acquisition of
foreclosed property S.R. No. 50

M/Rubenstein, S/Gepner to approve the Consent Calendar.

Motion carried 5-0.

ltem#4 | CONSIDERATION OF REQUEST FOR SUBORDINATION OF HRA
TRANSFORMATION HOME LOAN AT 201 72ND STREET WEST S.R. NO. 51

Acting Executive Director Stark presented Staff Report No. 51.
Calan Hanzel, 201 72nd Street West, was present for questions.

M/Sandahl, S/Helmberger to approve request for subordination of HRA Transformation
Home Loan at 201 72nd Street West.

Motion carried 5-0.

Item #5 CONSIDERATION OF CONTRACT FOR PRIVATE REDEVELOPMENT BETWEEN
HRA AND CHARLES ZAWISLAK FOR REDEVELOPMENT OF 6320 MORGAN
AVENUE UNDER RICHFIELD REDISCOVERED PROGRAM S.R. NO. 52

Acting Executive Director Stark presented Staff Report No. 52.
Charles Zawislak, 6320 Morgan Avenue, was present for questions.
Commissioner Rubenstein questioned whether the City’s lien would remain in first position.

Acting Executive Director Stark responded that, with the Richfield Rediscovered Program,
there is only a lien on the property until the construction on the house is complete.

Jerry Mazara, Design Forum, stated that it was a challenge but enjoyed designing the
property.

Chair Sandahl encouraged residents and designers to attend the Richfield Remodeling Fair
in January.



HRA Meeting ' -3- December 21, 2009

M/Gepner, S/Quam to approve contract for private redevelopment between HRA and
Charles Zawislak for redevelopment of 6320 Morgan Avenue under Richfield Rediscovered

Program.

Motion carried 5-0.

Item #6 EXECUTIVE DIRECTOR REPORT

Acting Executive Director Stark announced the January HRA Meeting has been rescheduled
to Tuesday, January 19 due to the observation of Martin Luther King, Jr. Day. Also, the February
HRA Meeting has been rescheduled to Tuesday, February 16 due to the observation of President’s

Day.

Commissioner Rubenstein stated that she is unable to attend the January HRA Meeting.

Item #7 CLAIMS AND PAYROLL

M/Gepner, S/Quam that the following claims and payrolls be approved:

U.S. Bank 12-21-2009

Section 8 Checks: 118224 — 118362 $ 174,544 .11
HRA Checks: 30760 - 30796 $ 52,402.42

TOTAL $227,946.53

Motion carried 5-0.

ADJOURNMENT

The meeting was adjourned by unanimous consent at 7:20 p.m.

Date Approved:
Suzanne M. Sandahl
Chair

Theresa Schyma John Stark

Deputy City Clerk Acting Executive Director



il ~ STAFF REPORT

AGENDA ITEM # - 1

REPORT # 1

RICHFIELD § - |
HOUSING AND REDEVELOPMENT
AUTHORITY MEETING
JANUARY 19, 2010
REPORT PREPARED BY: CHERYL KruMHOLZ, EXEC. COOR.
| NAME, TITLE
REPORT PRESENTER: STENEN L. DEVICH, EXECUTIVE DIRECTOR

REVIEWED BY EXECUTIVE DIRECTORY”

ITEM FOR HRA CONSIDERATION:
Consideration of the election of officers for the Housing and Redevelopment Authority (HRA)

for 2010.

RECOMMENDED ACTION:

By Motion: Elect officers for the Rlchfleld Housing and

Redevelopment Authority for 2010.

II. BACKGROUND

The bylaws of the Richfield Housing and Redevelopment provide that the HRA hold
an annual meeting in January. The bylaws further provide that the Chair, Vice Chair
and Secretary of the HRA be elected at this meeting.

Officers for 2009 were:
Sue Sandahl, Chair

- David Gepner, Vice Chair
Joan Helmberger, Secretary

0119officers




I11.

BASIS OF RECOMMENDATION

|A. PoLICY

o The bylaws of the Richfield HRA provide that the HRA hold an annual
‘meeting in January.

o The bylaws further provide that the Chair, Vice Chalr and Secretary of
the HRA be elected at this meeting.

B. CRITICAL ISSUES

o The bylaws of the Richfield HRA require that an election of officers for
the HRA be held at the annual meeting in January.

IV. ALTERNATIVE RECOMMENDATION(S) ,
. Do not hold the election. However, this would be in contradiction of the HRA
bylaws. '
V. PRINCIPAL PARTIES EXPECTED AT MEETING

) None.



AGENDA ITEM # LA

REPORT # 2

» | - STAFF REPORT

RICHFIELD

HOUSING AND REDEVELOPMENT
AUTHORITY MEETING
JANUARY 19, 2010

REPORT PREPARED BY: CHERYL KRUMHOLZ, EXEC. COOR.

NAME, TITLE

REPORT PRESENTER:

REVIEWED BY EXECUTIVE DIRECTORf

ITEM FOR HRA CONSIDERATION:
Consideration of designating the Community Development Director as the Acting Executive
Director of the Housing and Redevelopment Authonty (HRA) for 2010 i in the event the
Executive Director is absent from the City.

RECOMMENDED ACTION: ‘
-~ By Motion: Designate the Community Development Director as

Acting Executive Director of the HRA in the event the Executive
Director is absent from the City.

II. BACKGROUND
Since the City Manager also serves as the HRA Executive Director, it is
recommended that the Community Development Director be designated by the
HRA as the Acting Executive Director to serve in that.capacity during the absence
of the Executive Director. .

The Community Development Director was designated Acting Executive Director for
2010.

III. BASIS OF RECOMMENDATION

A.  PoLicy

0119acting



. Designation of an Acting Executive Director is a normal business
action of the HRA similar to the designation of depositories and the
official newspaper.

. The Community Development Dlrector has been deS|gnated as the
Acting Executive Director in the past.

B.  CRITICAL ISSUES
. It is necessary to designate a person to serve as the Acting Executive
Director to ensure continuation of HRA operations during an absence

of the Executive Director.

IV. ALTERNATIVE RECOMMENDATION(S) . -

e Defer this designation to another HRA meeting. -

V. PRINCIPAL PARTIES EXPECTED AT MEETING

° None.



AGENDA ITEM # 4B
REPORT # 3

gl  STAFFREPORT

RICHFIELD
- HOUSING AND REDEVELOPMENT
AUTHORITY MEETING
JANUARY 19, 2010
REPORT PREPARED BY:  CHRs REGIS, FINANCE MANAGER
‘ | ' NAME, TITLE
REPORT PRESENTER: STEVEN L. DEVICH, EXECUTIVE DIRECTOR

"DEPARTMENT DIRECTOR REVIEW:

REVIEWED BY EXECUTIVE DIRECTOR:

ITEM FOR HRA CONSIDERATION:
| Consideration of resolutions designating official depositories for the Housing and
Redevelopment Authority for 2010, including the approval of collateral.

RECOMMENDED ACTION:
By Motion: Adopt the attached resolutions designating official

depositories, with the understanding that the HRA could not invest in
any of the depositories beyond the level of insurance coverage of the
pledged collateral.

I1. BACKGROUND

N/A

III. BASIS OF RECOMMENDATION
N/A
A. PoLicy

e In accordance with Minnesota Statutes Sectlon 118A.01 - 118A.06, the
" HRA of Richfield must designate financial institutions annually. The
institutions must pledge the collateral over and above the amount of
federal insurance, as public deposﬂones

0119depositories



