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Perpetually Affordable Homeownership 
for the City of Minneapolis

Executive Summary

Households will be eligible for homes based on their annual income. The affordable price paid by each household will 
vary based upon whether their income is at or below 80%, 60% or 40% of AMI. Prices will be calculated to be affordable to 
households with incomes at 70%, 50% and 30% of AMI. 

1.Qualified Administrators will be selected through an RFQ process. Applications will be open to any community organization interested in stewarding PAH units. 
2. Prices are based on Table 2a for which taxes are based on the appraised value rather than the affordable price.

The City of Minneapolis (City) seeks to eliminate racial disparities in homeownership through its Minneapolis Homes 
Development Assistance (MHDA) program by subsidizing the development of for-sale units affordable to low- and moder-
ate-income households for the long term. Grounded Solutions Network (Grounded Solutions) was hired as a consultant to 
conduct a study and identify a program solution that will allow the City to invest more efficiently in long-term affordable 
homeownership opportunities.

Grounded Solutions has recommended that the City implement a Perpetually Affordable Homeownership (PAH) program 
that will fund new construction, acquisition and rehabilitation of housing that is perpetually affordable to households 
below 80% of area median income (AMI). These units will be administered and stewarded by Qualified Administrators1 who 
will ensure units stay affordable for a period of at least 30 years. The affordability period will reset at each resale, which 
will in effect make the units perpetually affordable. Homebuyers of PAH units will purchase at a price that is at least 20% 
below the appraised value, or market price, of a home. As the City focuses on serving more households at incomes be-
low 80% of AMI, perpetual affordability ensures that City funds are used most efficiently and multiple households can be 
served over time.  

Background

Affordability and Subsidy

Income Limits and Affordable Pricing 
(4-person household – 3-bedroom home)

AMI Level Income Limit Affordable Price2

61% - 80% of AMI $78,500 $264,000

41% - 60% of AMI $62,000 $166,000

Below 40% of AMI $41,350 $67,500 

Income limits will be based upon HUD standards and will 
vary by household size. Affordable prices will also reflect 
the varying incomes of different-sized households.  

The City will subsidize the affordability gap and project gap 
for each project on a per-unit basis, adjusted for household 
income and size. The affordability gap is the difference 
between the affordable price and the lesser of the total 
development costs or market price. The project gap is equal 
to the total development costs minus the market price.
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PAH housing units would be subject to the City’s 2% 
fixed resale formula or other resale formulas of City-
approved Qualified Administrators. Under the City’s resale 
formula, the affordable price at which the homeowner 
can sell the home appreciates up to 2%, compounded 
annually. This keeps the home perpetually affordable for 
future homeowners in most market scenarios. At resale, 
homeowners have the opportunity to build wealth after 
paying off the balance of their initial mortgage (see chart). 

In markets where housing prices are increasing rapidly, 
the 2% resale formula is a good method of ensuring units 
stay affordable over time. Both home prices and the AMI 
in Minneapolis have increased at an average rate of at 
least 2% over a 10-year span. If the homeowner chooses 
to sell their home during a downturn, there is the chance 
with almost any resale formula that they will not be able to 
realize the full resale value of their home.

Resale Formula and Affordability Term

Ownership units produced through the City’s Inclusionary Zoning (IZ) policy would be subject to the PAH program and 
stewarded by a Qualified Administrator. IZ ownership units will not receive subsidy like units developed through the PAH 
program and will only serve incomes at or below 80% of AMI at an affordable price based on an income of 70% of AMI. 
Lower income brackets may be served to achieve the 20% discount required.

For-Sale Inclusionary Units

Homebuyer Benefits of 2% Formula

• Predictable wealth-building opportunity
• Transparent resale formula 
• Perpetual affordability in varying markets

A 4-person household with an annual 
income of $50,000 pays $166,000 for a 

home and has a stable mortgage payment 
of less than $730/mo.

Resale @ 5 
years

Resale @ 10 
years

Resale @ 15 
years

Resale @ 20 
years

Resale @ 25 
years

4-person HH at 60% of AMI

$200,000

$150,000

$100,000

$50,000

$0

*Assumes 5% annual housing price inflation, 2% annual income inflation and constant 4.78% mortgage rate

Net Homeowner Return
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Process and Community Engagement
The City hired Grounded Solutions during the second quarter of 2019 to conduct a study and identify a program solution 
that will allow the City to invest more efficiently in long-term affordable homeownership opportunities. In late May 2019, 
Grounded Solutions conducted a market study, literature review and demographic data analysis to gather information that 
would help guide the development of policy and program recommendations. Some of the specific areas of research were:  

-  Challenges in the current City of Minneapolis real estate market for potential buyers. 
 
-  Real estate market trends within the 11 different geographically defined Minneapolis communities.  

-  Impact of real estate market trends on Black, Indigenous and People of Color (BIPOC) households who experience      
    disparities in homeownership rates and are at risk of displacement.  

-  Opportunity areas related to resale restrictions for owner-occupied properties.  

-  Comparison of resale formula options including appraisal-based and index-based formulas. 

-  Analysis of administration needs and comparison of various implementation approaches.  
 

In July 2019, Grounded Solutions joined the City for its first in-person site visit. The project team hosted two public 
community feedback sessions and a caucus session for real estate professionals focused on BIPOC communities. Grounded 
Solutions shared the results of the real estate market analysis and educated participants on the different types of 
affordable homeownership programs. 

All session participants provided feedback on the themes of community, wealth building, affordability and racial 
equity. Participants also described their preferences or concerns surrounding the different implementation models, 
which included shared appreciation loans, deed restricted housing, community land trusts and limited equity 
cooperatives. Specifically, there was concern about the lack of wealth building within current long-term affordable (LTA) 
homeownership models, a desire for local community control, and a need to address the varying project gap funding 
needed in different neighborhoods.
  
Based on community feedback and the number of units necessary to undo current disparities in homeownership, the City 
and Grounded Solutions pursued a recommendation for a program that would serve more households over time. Between 
July and October, the City confirmed that it wanted to shift from its current LTA models, which only guaranteed 30 years of 
affordability, to a model that provided perpetual affordability, which would better meet community needs over the long 
term. Perpetual affordability means that under most circumstances the home will not lose its affordability restrictions 
when it is sold; instead, a new affordability covenant will be recorded that starts another 30-year term.
 
In October, the Grounded Solutions team returned to Minneapolis to facilitate another round of community engagement 
with city staff. The team hosted over 27 developers, lenders and advocates between two convenings, sharing more 
detailed market analyses and facilitating two resale formula comparison workshops. The team gained valuable feedback 
about the perceived benefits and drawbacks of different resale formulas. During the workshops, the team used an 
interactive tool developed by Grounded Solutions to compare the following resale formula models in varying market and 
economic scenarios: 

•  Shared Appreciation Loan
•  Appraisal Based
•  Fixed Rate (2%)
•  AMI Index
•  Mortgage-Based  

 
Stakeholders expressed significant support for the 2% fixed-rate resale formula. Participants praised this model 
particularly for its transparency and ability to provide a predictable wealth-building opportunity while preserving 
affordability through varying markets. There was also community feedback that ownership of both land and structure 
were as important as the resale formula.  
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Through February, Grounded Solutions worked with the City’s Community Planning and Economic Development (CPED) 
staff to refine a recommendation for a Perpetually Affordable Homeownership (PAH) program that utilized a 2% fixed 
resale formula. We engaged existing LTA and PAH providers, lenders and community organizations to better understand 
the implications for current programs and the capacity for organizations to become Qualified Administrators. 
 
At a February city council study session, Grounded Solutions presented the recommendation for the PAH program 
alongside CPED staff, who presented updates to the City’s larger suite of homeownership programs and funding 
mechanisms. Grounded Solutions and City staff also presented draft recommendations during two public community 
sessions and at a reconvening of the BIPOC caucus, along with professionals active in MHDA programs. CPED solicited 
public comment on the draft recommendation through April 17. All comments and feedback received during community 
meetings and stakeholder engagement have been incorporated into the final recommendations detailed in this report and 
are summarized in Appendix E.3 

http://www2.minneapolismn.gov/www/groups/public/@cped/documents/webcontent/wcmsp-223064.pdf


Page 5© July 2020  |  Grounded Solutions Network  |  503.493.1000  |  GroundedSolutions.org

Perpetually Affordable Homeownership for the City of Minneapolis

Data Analysis and Key Findings 

Minneapolis has seen substantial growth in population, incomes and home prices over the past two decades; much of that 
growth occurred in the years since the Great Recession of 2007 and 2008. Residents have not equally benefited from the 
prosperity realized since the last economic downturn. In 2019, the area median income (AMI) for the Minneapolis–St. Paul–
Blooming metropolitan area was $100,0004, a 57% increase from an AMI of 63,000 in 1999.5

In 2018, 27% of renters in the Twin Cities were housing cost burdened.  There is significant correlation between 
residents of color and cost-burdened households.  The City is committed to solving disparities in affordable housing and 
homeownership for BIPOC households. To eliminate racial disparities in homeownership, the City would need to serve 
nearly 13,000 BIPOC renters. This is the total number of BIPOC renters who would have to transition to homeownership in 
order to reach the same homeownership rate of white households (see graph below).

Demographics

Currently, the City’s homeownership opportunities serve 
households up to 115% of AMI. Although BIPOC renters 
make up 44% of all renters, they make up a much smaller 
percentage of renters above 60% of AMI. Further, more 
than half of BIPOC renting households have incomes below 
30% of AMI. Black households would benefit least from a 
program serving higher incomes, as 64% of Black renters 
fall below 30% of AMI, more than any other group.

BIPOC and immigrant households often suffer from 
multiple barriers to homeownership. In addition to lower 
incomes on average, these households often have low to 
no access to credit. For the city to truly have a chance at 
addressing disparities in homeownership, it will need to 
serve households at incomes between 30% and 80% of AMI, 
where there is a higher proportion of BIPOC renters.  

White Black Indigenous Hispanic Two or More

57%

Asian

19% 21%
27%

32% 37%

38% 36% 30% 25% 20%

8,287
Renters

423
Renters

2,281
Renters

935
Renters

1,022
Renters

Ownership % Renter %

3. See appendix E  
4. Department of Housing and Urban Development (HUD)    
5. See appendix A

Source: Source:  American Community Survey (ACS), 2018 5-Year Estimate U.S. Census Data

<30% of AMI 

30 - 50% of AMI 

50 - 80% of AMI 

80 - 100% of AMI 

<100% of AMI 

51%
21%
13%
6%

9%

Source:  American Community Survey (ACS), 2016 5-Year Estimate

Ownership Disparity by Racial Group in Minneapolis, 2014-2018

Renting Households by Race/Ethnicity

https://www.mncompass.org/housing/cost-burdened-households#7-6936-g
https://www.mncompass.org/housing/cost-burdened-households#7-12707-g
http://www.minneapolismn.gov/www/groups/public/@cped/documents/webcontent/wcmsp-223064.pdfhttp://www.minneapolismn.gov/www/groups/public/@cped/documents/webcontent/wcmsp-223064.pdf
https://metrocouncil.org/Communities/Services/Livable-Communities-Grants/2017-Ownership-and-Rent-Affordability-Limits.aspx
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At the beginning of 2019, the Minneapolis median home sales price was $283,000, but prices varied significantly across the 
11 distinct communities of Minneapolis. Median sales prices were as low as $224,000 in Near-North and higher than $1M 
in the communities of Calhoun-Isles and Southwest. As the demand for reasonably priced homes increases, median sales 
prices for homes in many “affordable” communities have appreciated steadily. Homeownership opportunities that are 
affordable to households at less than 60% of AMI are dwindling across Minneapolis and don’t even exist for households 
with incomes below 50% of AMI in many neighborhoods (see table below).6  In fact, home prices have been increasing the 
fastest in some neighborhoods where prices were most affordable (see map below). 

Market Study

6. See Appendix C 
7. Total Development Costs is the sum of all costs associated with constructing a home: land, hard, and soft costs.

Community Homes Sold in 
2018

80% of AMI 
(<$235k)

60% of AMI 
(<$182k)

50% of AMI 
(<$149k)

30% of AMI 
(<$83k)

Near North 357 86.6% 59.4% 28.3% 3.6%

Camden 651 85.4% 57.0% 25.0% 3.4%

Phillips 87 87.4% 48.3% 23.0% 1.1%

Powderhorn 532 49.6% 24.6% 15.2% 3.2%

Calhoun-Isles 484 29.5% 18% 7.4% 0.0%

University 200 38.5% 15.5% 7.0% 0.0%

Central 744 23% 12.9% 7.1% 0.5%

Nokomis 510 32.9% 10.4% 2.7% 0.2%

Northeast 717 27.9% 9.1% 1.4% 0.0%

Longfellow 388 29.6% 7.7% 2.6% 0.3%

Southwest 868 11.6% 5.0% 1.7% 0.0%

Total 5,538 39.4% 21% 9.3% 1.1%

Percent Change of Median Sales Price 
2009 - 2018 Throughout developing these recommendations, Grounded 

Solutions consulted with existing LTA providers and 
developers to better understand the costs and limitations 
of creating perpetually affordable housing. Total 
Development Costs (TDC) 7  for affordable homeownership 
projects planned or completed through the MHDA program 
usually ranged from $300,000 to $350,000 per unit from 
2017 to 2019. The variance in costs can mostly be attributed 
to the varying cost of land across Minneapolis communities, 
but it can also reflect changes in construction costs or 
variances in required site improvements. Savings can 
sometimes be realized by increasing density or developing 
projects of multiple units (attached structures), but this is 
not always possible.

Affordability of Homes Sold in 2018

Source: Minneapolis Association of Realtors

Source: Minneapolis Association of Realtors 2018
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Assuming a reasonable TDC of $330,000 for a new single-family home in Minneapolis, there is a significant gap between 
what a household below 80% of AMI can afford and how much it costs to construct a new unit. In 2019, a four-person 
household at 80% of AMI could afford a $254,500 home, and a three-person household at 60% of AMI could afford a 
$199,500 home. 

This gap between the total cost of a home and what a household can afford is comprised of the project gap and 
affordability gap. When the price a developer could sell a home for on the open market—the market price—is less 
than the TDC of a home, the difference is referred to as the project gap. Subsidy to fill the project gap is provided to the 
developer to offset revenue loss from developing a home that costs more to build than its fair market value. Filling the 
project gap is necessary to incentivize developers to build affordable housing in many areas of Minneapolis where the 
sales price of new construction homes is less than TDC, or roughly $330,000. Without subsidy to fill the project gap, no 
affordable homeownership units will be built in those areas. 

The affordability gap is the difference between what a household can afford and the market price of a home. Even when 
the market price of a home, for example $280,000, is less than the associated TDC, there is still a gap between that price 
and what a household can afford (see chart).

Subsidy Need

$330k TDC

$280k 
Appraised 
Value

$250,000

$30,000

$70,000

$190,000

$90,000

$70,000

$100,000

$180,000

$70,000

<80% AMI <60% AMI <40% AMI

Affordable Price Affordability Gap Project Gap
*Affordable Housing is based on  a 4-person household and is calculated using incomes for70%, 50%, and 30%, of AMI

The subsidy needed to develop affordable homeownership opportunities for low- to moderate-income households 
increases significantly as target incomes decrease. If the City is going to serve households at incomes below 80% of AMI, it 
should make sure homes are perpetually affordable so that City funds are used most efficiently and multiple households 
can be served over time.  

Hypothetical Total Subsidy Needed
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The perpetuity of a PAH program is predicated on the resale formula, which is the formula used to determine a home’s 
sale price at resale. There are generally five types of resale formulas that can be used for affordable homeownership 
programs:  

1.  Shared Appreciation Loan 
Subsidy is provided to the homebuyer in the form of a second mortgage when the home is sold. The original 
homebuyer can resell the home at its full market price. However, they will be required to repay the original loan 
plus a share of the home price appreciation instead of paying interest. Sometimes the share of appreciation is 
based on the amount of initial subsidy. For example, if a buyer received a subsidy or second mortgage equal to 20% 
of the purchase price, when they sell the home, they must repay the original loan amount plus 20% of the increase 
in the home price. This model allows homeowners to reap a portion of home price appreciation, but it is difficult to 
maintain affordability over time without the need for additional subsidy. 

2.  Appraisal-Based 
Homes are initially sold at a below-market price, then the resale price is limited to a portion of the change in the 
market price of the home. For example, the affordable price might be allowed to increase by 25% of the increase 
in the home’s market value. This model is similar to the shared appreciation loan model, however, the appraisal-
based model requires the homeowner to sell at a below-market price, retaining the initial subsidy in the home. This 
model can be a great way of keeping a home affordable in markets where home prices are appreciating quickly, 
but homeowners bear the brunt of the risk in down markets.  
 
3.  Index-Based 
Homes are sold at an affordable, below-market price, then the resale price can increase at the same rate of the 
chosen index. That index is often the local AMI, but other indices such as the Consumer Price Index (CPI) could also 
be used. The price of the home is adjusted annually based on the change in the AMI or the chosen index. When the 
AMI is chosen as the preferred index, a new buyer with the same income profile should be able to purchase the 
home for this price without any need for additional subsidy. The homeowner can see growth in value of their asset, 
as long as the price remains affordable to someone at the same income profile. Unfortunately, if the chosen index 
sees limited to no appreciation, so does the homeowner.  

4.  Mortgage-Based 
Homes are sold at below-market prices then resold at prices affordable to a target income group (i.e. 60% of AMI). 
At initial sale and each resale, the city calculates the maximum price that a homeowner at that income level would 
be able to afford given the current mortgage rates and other housing related costs, like taxes and insurance. This is 
the only approach that guarantees that homes remain perfectly affordable to the target income group without any 
additional subsidy. However, this approach exposes homeowners to significant risks. For example, if interest rates 
rise steeply, the resale price will fall, and homeowners may experience little to no wealth building.  

5.  Fixed Rate 
Homes are sold at an affordable price and the resale price can increase by a fixed amount (e.g. 2% each year). 
Owners’ wealth building is not based on variables outside of their control—it is almost completely predictable. The 
program can give buyers a table showing what the maximum resale price would be years in the future, removing 
the guess work from estimating potential wealth accumulation. However, if incomes don’t increase at or above the 
same rate as the resale formula over the long term, homes may lose some affordability. 

Currently, there are LTA administrators in Minneapolis who use some variation of both the appraisal-based and shared 
appreciation loan resale formulas. Only one of those models, City of Lakes Community Land Trust (CLCLT), uses a resale 
formula that the City has deemed to create perpetual affordability. 

During the resale formula workshops, stakeholders favored the fixed-rate formula because of the relative consistency in 
which it maintained affordability and the transparency or predictability of wealth building. 

Resale Formulas
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Recommendations
Grounded Solutions recommends that the City prioritize a Perpetually Affordable Homeownership (PAH) program. The 
PAH program will provide affordability gap and project gap subsidy toward the creation of new units and the acquisition 
of existing units for residents earning less than 80% of AMI. Units will be stewarded by Qualified Administrators 8, as 
determined by the City. Developers who are not Qualified Administrators must partner with Qualified Administrators to 
respond to an RFP for PAH unit development. 
 
The City will continue to support City of Lakes Community Land Trust (CLCLT) in creating perpetually affordable 
homeownership opportunities in addition to implementing this new PAH program. 

8.  Qualified Administrators will be selected through an RFQ process. Applications would be open to any community organization interested in stewarding PAH units.
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To serve households with the highest need for affordable homeownership opportunities—and to eliminate racial 
disparities in homeownership—the City will need to serve households at or below 80% of AMI. Households will qualify for 
the program based on their total annual income and household size, according to HUD income limits. There will be three 
income limits: 80%, 60% and 40% of AMI. Each subsidized unit will serve one of these three tiers. Any single project may 
contain any mix of units in these tiers and may include unsubsidized or market-rate units as well.

Target Incomes

Household Size

Income Tiers 1 2 3 4 5 6 7 8

≤ 80% of AMI $54,950 $62,800 $70,650 $78,500 $84,800 $91,100 $97,350 $103,650 

≤ 60% of AMI $43,450 $49,650 $55,850 $62,050 $67,000 $71,950 $76,950 $81,900 

≤ 40% of AMI $28,950 $33,100 $37,200 $41,350 $44,650 $48,000 $51,300 $54,600 

Table 1: 2019 Income Limits

Number of Bedrooms

Maximum Affordable Price Studio 1 2 3 4+

80% AMI (priced for 70%)  $185,500  $211,500 $238,000  $265,000  $284,500 

60% AMI (priced for 50%)  $128,000 $146,000  $165,000  $183,500  $195,500 

40% AMI (priced for 30%)  $70,000  $81,500  $91,500  $102,000  $108,500 

Table 2b: Affordable Pricing Limits (Taxes based on affordable price)

Number of Bedrooms

Maximum Affordable Price Studio 1 2 3 4+

80% AMI (priced for 70%)  $187,000  $210,500 $237,500  $264,000  $276,500

60% AMI (priced for 50%) $118,500 $132,000  $149,000  $166,000  $170,500

40% AMI (priced for 30%)  $48,500  $54,000  $60,500  $67,500  $64,500

Table 2a: Affordable Pricing Limits (Taxes based on appraised value)

City-provided affordability gap subsidy will be used to reduce the sales price of perpetually affordable units to a level that 
will be affordable to buyers earning less than 80%, 60% or 40% of AMI. All PAH units must be priced below the maximum 
affordable price limits for each unit size listed in Table 2.  
 
Maximum affordable price limits will be based on households earning 70%, 50% and 30% of AMI, respectively. This will 
increase the number of households able to qualify for financing. For example, for homes that are limited to buyers earning 
less than 80% of AMI, pricing the homes based on 70% of AMI ensures that more households earning anywhere between 
61% and 80% of AMI can qualify.  

The Metropolitan Council produces affordable pricing for four-person households at 80%, 60%, 50% and 30% of AMI 
annually. The program will mimic the Metropolitan Council affordable pricing methodology, with minor adjustments to 
account for fees charged to homeowners, to determine the maximum affordable price limits for each income tier annually. 

Pricing limits will be adjusted based on the size of the unit (i.e. number of bedrooms) to account for the difference in what 
various sized households can afford at each AMI level. Tables 2a and 2b provide a maximum price for each unit size for 
each income tier. Table 2a reflects an affordable price calculated with taxes based on the estimated appraised value of 
the unit. Table 2b reflects an affordable price where taxes are based on the affordable price rather than the appraised 
value. If the City is permitted to use table 2b it will result in lower affordable price and a reduced need for subsidy. 
  
Additionally, units must be priced at least 20% below appraised market value. In most cases, the maximum affordable 
price limits in Tables 2a or 2b will meet that requirement. This will help to ensure PAH units are not competing with 
market-rate units without affordability restrictions.

Below Market Pricing 
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The City will be responsible for updating income limits, affordable prices, and combined subsidy limits on an annual basis. 
The City will use HUD income limits that are published annually to determine affordable pricing and subsidy limits using a 
Grounded Solutions excel worksheet that mimics the Metropolitan Council’s affordable price calculations. 

The proposed subsidy limits are designed to encourage proposals that serve lower-income households without requiring 
the need to assemble layers of outside subsidy. Homebuyers participating in the PAH program may rely on other grants 
from the City or outside sources for down payment/closing cost assistance for up to 5% of the affordable purchase price. 
Developers and program administrators are encouraged to use other available subsidy to reduce the need for City subsidy 
or to achieve deeper affordability so that their units can serve more households than those served with City subsidy alone.
 
Affordable housing subsidies from sources beyond the City of Minneapolis may be used to reduce the below market price 
or as secondary financing to allow buyers earning less than the 80% or 60% of AMI income limits to afford the 80% or 60% 
of AMI affordable prices.  

The City anticipates two different kinds of outside subsidy: permanent subsidy and recoverable subsidy. Permanent subsidy 
is invested at the time of the initial sale of a home and remains invested to assist future income eligible homebuyers. 
Recoverable subsidy is loaned to the first buyer but must be repaid when the home is resold. While recoverable subsidy 
sources are allowed, they may not require repayment of a share of appreciation because the PAH program limits the 
homeowner’s appreciation. For example, a 60% of AMI unit priced to be affordable to buyers earning 50% of AMI with only 
City subsidy could be sold to a buyer earning 40% of AMI with an additional second loan. At resale, the outside subsidy 
provider could recapture their subsidy and the home would remain affordable at 50% of AMI over the long term.

Outside Subsidy

Number of Bedrooms

Combined Subsidy Limits Studio 1 2 3 4+

80% AMI $30,000  $55,000 $60,000 $70,000 $120,000 

60% AMI $100,000 $135,000 $150,000 $165,000 $230,000 

40% AMI $170,000 $210,000 $240,000 $265,000 $335,000 

Table 3: Subsidy LImits

The program will provide a total subsidy that can be used to fill either the project gap or affordability gap—or a 
combination of both. Project gap funding will support projects where the TDC is higher than the likely appraised market 
value of the finished units. Affordability gap funding can be used to reduce the actual sales price to a level below the 
appraised market value that is affordable to buyers at the target income level. The mix of needed funding will vary by 
project. 

The program will provide subsidy limits to guide developer proposals and city council disbursement of program funds. The 
combined value of both types of subsidy will be limited to the amounts listed in Table 3, which will be updated annually. 
The combined subsidy limits will be applied on a per unit basis with no specific limit per project. The program will fund 
no more than 20 units per project (or less, depending on available funding), though subsidized units could be included in 
larger mixed-income projects.

Subsidy limits will be adjusted by the size of the unit (i.e. number of bedrooms) to account for both the difference in what 
various household sizes can afford and varying costs of development for smaller units as compared to larger units. The 
expected TDC of units with more or less than three bedrooms has been adjusted to account for the relative decrease or 
increase in construction costs due to the size and building typology.

Subsidy Limits
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All units produced through the City’s PAH program will have resale price restrictions designed to preserve long-term 
affordability while allowing meaningful homeowner wealth building. The resale formula simply increases the below 
market affordable resale price by 2% compounded annually. 9  For example, a home that was initially sold at a below 
market price of $250,000 could be resold five years later for no more than $276,020.

Resale Formula 

There is some risk that units could lose affordability under 
certain market conditions. However, it is unlikely a home 
will no longer be affordable to homeowners within the 
target income bracket as maximum affordable prices are 
already discounted. The City will accept some degree of 
loss of affordability when necessary to ensure that owners 
can earn at least 2% annual appreciation.  

The City may choose to support other organizations, like 
CLCLT, with different resale formulas provided that the 
formula ensures that homes will remain affordable to 
either 80%, 60% or 40% of AMI households for a period of 
at least 30 years, which renews upon each property sale, 
without the need for additional subsidy or fundraising at 
the time of resale. 

Year of Resale Resale Price

0 $250,000

1 $255,000

2 $260,100

3 $265,302

4 $270,608

5 $276,020

Table 4: 2% Resale Formula Example

12.  See Appendix D

PAH units will have a 30-year term of affordability that resets at each resale, in effect making them perpetually affordable.  

There will be occasions when the homeowner stays in the PAH unit beyond the initial term of affordability. The City will 
include a recapture provision to retain some of its initial investment in affordability and to avoid a perverse incentive 
to stay in the home beyond 30 years to receive a “windfall.” For units that do not resell during the affordability term, the 
owner must choose and execute one of the following options prior to expiration of the covenant:  

1. Record a new affordability covenant with a new 30-year term;
2. Sell the home to the City or a qualified buyer at the resale restricted price; or
3. Make a payment to the City for the portion of the appreciation in value of the home that would remain with the      

 home should it be resold at the resale restricted price.

Term of Affordability
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Currently, projects financed through the MHDA program typically leverage funding through Minnesota Housing on a $1 
for $1 basis, either through the City applying directly or through developers applying for state funds. Consequently, the 
City estimates a 2021 annual budget for financing affordable units through the MHDA program just above $6M. The City 
projects this could fund an average of 67 units annually and that 60%, or 40 units, will be PAH units, depending on the mix 
of AMIs served and mix of new construction and rehabilitation. It is expected that the proportion of PAH units will increase 
over time if the housing market continues to appreciate.  

Administration and Stewardship 

The City will continue to rely on CLCLT as a critical partner in developing PAH units. However, to diversify options, it will 
allow Qualified Administrators to develop PAH opportunities through the City’s model and non-qualified developers to 
participate through partnership with a Qualified Administrator. CLCLT and any future organizations that choose to create 
PAH units using their own resale formula and affordability mechanism will be responsible for maintaining the affordability 
of units in perpetuity without additional subsidy from the City. For the city-sponsored PAH model, the City will release an 
RFQ for Qualified Administrators interested in stewarding PAH units utilizing the City’s 2% fixed resale formula and deed 
restriction. 

Based on responses to the RFQ, the City may designate multiple organizations as Qualified Administrators. Qualified 
Administrators may be eligible for initial capacity building grants to support scaling of operations and development of 
systems required to steward PAH units. 

                   
61-80% AMI 41-60% AMI Below 40% AMI

% of Spending in AMI 
band 60%  $3,870,000 20%  $1,290,000 20%  $ 1,290,000 

% New or Rehab 60% 40% 40% 60% 20% 80% Total Budget

Budget Expenditure  $2,322,000  $1,548,000  $516,000  $774,000  $258,000  $1,032,000  $6,450,000 

Cost per Unit  $95,000  $62,700  $165,000  $108,900  $240,000  $158,400 

Units Created 24 25 3 7 1 7

Total Units 49 10 8 67

Rehab 38

New 29

PAH 40

Table 5: Projected Annual Production
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Qualified Administrators will be responsible for several functions of stewardship, including: 

1.  Developing Homebuyer Education Curriculum 

The City currently contracts homebuyer education for its portfolio of affordable homeownership programs to 
community organizations and vendors. The City plans to require Qualified Administrators selected through its 
RFQ process to develop a PAH curriculum that will be implemented through existing educational and outreach 
contractors. The development of this curriculum would be funded by a grant from the City.  

2.  Initial Sales 

Qualified Administrators will be responsible for marketing units, qualifying buyers, selecting households, finding 
available lenders and facilitating closings. To compensate for the costs of marketing and facilitating initial sales, 
Qualified Administrators can charge the partnering developer a per-unit marketing and sales fee. Developers of 
PAH units receiving subsidy will include this cost as a budget line within their RFP responses.  

3.  Stewardship and Monitoring 

After the initial sale of the PAH unit, the Qualified Administrator will be responsible for stewardship, which includes 
tasks such as homeowner counseling, monitoring and following up on violations. Monitoring units will include 
activities such as verification of homeowner occupancy, annual communication and collection of monitoring 
fees. To compensate for the costs associated with these tasks, Qualified Administrators can charge homeowners 
a monthly or annual monitoring fee up to a specified amount per unit. This additional housing-related cost will 
be incorporated into the initial pricing of PAH units since it reduces the income available for monthly mortgage 
payments.  

4.  Refinancing 

Occasionally, homeowners will want to refinance their mortgage. Qualified Administrators will review refinancing 
applications and ensure that the new loan terms meet necessary requirements. Refinancing requests are neither 
frequent nor predictable. The City will determine a maximum fee that Qualified Administrators are allowed to 
charge the homeowner in the event that they choose to refinance. 

5. Resales 

Qualified Administrators will facilitate homeowners’ resale requests of affordable units. Qualified Administrators 
will again market units and support new homeowners through the purchasing process. A flat fee equivalent to the 
marketing and sales fee should be charged to the seller at resale. Charging the resale fee to the seller instead of the 
new buyer reduces the risk of the home requiring additional subsidy to remain affordable. 

The City expects multiple organizations to respond to its RFQ for Qualified Administrators and will use those 
qualifications and subsequent consultation to determine the appropriate fee amounts as organizations may 
estimate varying operational costs. 
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Appendix A: Minneapolis Metro AMI Change since 1999
The below chart shows HUD area median income (AMI) levels from 1999 through 2019. It also shows the compound 
annual growth rate (CAGR) since 1999 for every subsequent year. For example, between 1999 and 2019, the AMI grew at 
a compound rate of 2.29% annually. The City’s resale formula will keep units affordable by limiting the increase in the 
below-market affordable sales price to 2% compounded annually. Units will remain affordable at the same income level 
at resale, as long as the AMI CAGR remains at or above 2%. 

Source: HUD Median Family Income

Year
HUD AMI for  
Minneapolis 

Metro

Annual  
Change

Compound  
Annual Growth 
Rate since 1999

1999 $63,600 N/A N/A

2000 $68,600 7.9% 7.86%

2001 $74,700 8.9% 8.38%

2002 $76,700 2.7% 6.44%

2003 $75,300 -1.8% 4.31%

2004 $76,400 1.5% 3.74%

2005 $77,000 0.8% 3.24%

2006 $78,500 1.9% 3.05%

2007 $77,600 -1.1% 2.52%

2008 $80,900 4.3% 2.71%

2009 $83,900 3.7% 2.81%

2010 $84,000 0.1% 2.56%

2011 $82,700 -1.5% 2.21%

2012 $83,900 1.5% 2.15%

2013 $82,300 -1.9% 1.86%

2014 $82,900 0.7% 1.78%

2015 $86,600 4.5% 1.95%

2016 $85,800 -0.9% 1.78%

2017 $90,400 5.4% 1.97%

2018 $94,300 4.3% 2.09%

2019 $100,000 6.0% 2.29%

https://www.huduser.gov/portal/datasets/il.html


Appendix B: Minneapolis Renter Incomes By Race
White households make up the majority of renting households in Minneapolis. However, BIPOC renters are represented more heavily at lower AMIs. This chart 
shows the percentages and absolute numbers of renter households of various ethnicities at different income levels. 

Below 30% AMI 30-50% AMI 50-80% AMI 80-100% AMI >100% AMI

Race Total 
Renters

% of 
Renters # % AMI 

Group
% Ethnic 

Group # % AMI 
Group

% Ethnic 
Group # % AMI 

Group
% Ethnic 

Group # % AMI 
Group

% Ethnic 
Group # % AMI 

Group
% Ethnic 

Group

White 49,865 56% 12,070 37% 24% 8,280 51% 17% 8,985 64% 18% 6,000 72% 12% 14,530 81% 29%

Black 21,810 24% 13,905 42% 64% 4,060 25% 19% 2,260 16% 10% 700 8% 3% 885 5% 4%

Hispanic 7,605 9% 2,610 8% 34% 2,210 14% 29% 1,305 9% 17% 705 8% 9% 765 4% 10%

Asian 5,093 6% 2,079 6% 41% 714 4% 14% 735 5% 14% 450 5% 9% 1,115 6% 22%

Indigenous 1,175 1% 620 2% 53% 195 1% 17% 190 1% 16% 30 0% 3% 140 1% 12%

Other 3,740 4% 1,440 4% 39% 890 5% 24% 475 3% 13% 425 5% 11% 510 3% 14%

BIPOC 39,441 44% 20,658 63% 52% 8,083 49% 20% 4,965 36% 13% 2,310 28% 6% 3,415 19% 9%

Total 82,285 - 32,724 - 37% 16,349 - 18% 13,950 - 16% 8,310 - 9% 17,945 - 20%
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Appendix C: Historic Median Sales Price by Community
Median for-sale home prices have fluctuated since 2003 in Minneapolis. This chart shows the median home price in each of the 11 distinct communities and for 
all of Minneapolis for every year since 2003. The median home prices reflect the prices of both new and existing homes as well as all typologies of for-sale homes 
(detached, attached and condos).

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Calhoun-Isle  $345,000  $273,100  $284,450  $297,000  $282,596  $290,000  $272,000  $315,000  $267,021  $300,000  $327,780  $318,500  $360,000  $343,000  $340,000  $362,500  $349,500 

Camden  $144,900  $157,500  $164,000  $160,000  $123,525  $52,250  $49,000  $66,000  $45,052  $59,700  $76,500  $101,250  $122,000  $136,200  $155,000  $175,000  $190,000 

Central  $202,500  $250,484  $245,000  $268,160  $275,000  $256,750  $238,500  $225,000  $214,250  $220,000  $247,250  $321,000  $260,000  $301,250  $310,500  $386,555  $400,000 

Longfellow  $182,050  $200,000  $211,250  $209,000  $211,900  $189,500  $172,000  $170,500  $147,500  $169,000  $185,200  $196,250  $207,250  $229,449  $250,000  $265,950  $275,000 

Near North  $141,500  $150,000  $161,000  $172,770  $83,950  $36,000  $37,000  $55,000  $43,000  $60,000  $80,500  $100,575  $125,200  $134,000  $155,000  $171,000  $185,938 

Nokomis  $200,000  $214,000  $225,000  $226,500  $227,900  $208,750  $189,892  $195,200  $162,700  $176,500  $199,900  $222,250  $227,000  $245,000  $260,000  $275,000  $289,500 

Northeast  $181,500  $195,900  $205,000  $212,400  $192,000  $164,925  $150,000  $151,500  $125,000  $140,000  $168,755  $179,500  $199,825  $219,625  $236,000  $255,000  $274,950 

Phillips  $147,000  $169,500  $177,500  $190,000  $171,122  $86,000  $78,750  $110,000  $72,500  $88,000  $90,225  $115,000  $141,500  $156,500  $177,000  $185,000  $189,000 

Powderhorn  $170,000  $188,400  $196,000  $188,900  $176,000  $132,000  $124,500  $135,000  $110,000  $116,400  $157,250  $168,000  $185,050  $200,000  $215,000  $235,000  $257,000 

Southwest  $259,000  $270,000  $285,000  $286,000  $309,000  $275,000  $260,000  $276,000  $264,450  $277,000  $306,000  $323,500  $340,000  $350,000  $382,500  $390,000  $414,000 

University  $225,660  $226,000  $249,250  $253,515  $255,000  $249,500  $218,000  $210,000  $207,500  $221,000  $232,250  $226,000  $230,000  $255,000  $243,500  $277,200  $279,900 

Minneapolis  $186,700  $203,000  $218,649  $223,200  $217,500  $168,175  $145,000  $160,000  $140,000  $165,000  $189,000  $205,000  $220,000  $230,000  $242,000  $264,950  $283,000 
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Appendix D: Resale Formula Examples
The 2% resale formula provides homeowners with a transparent and stable wealth-building opportunity. The below 
example shows how resale outcomes over different time periods differ for a 60% of AMI PAH unit in two varying likely 
market scenarios. The annual home price appreciation is not shown as it doesn’t affect the affordable price nor the 
homeowner’s net return. The homeowner’s net return is the amount of money that they would expect to receive when 
they sold their house at the formula resale price after repaying their likely mortgage balance and other costs of sale. 
Notice how the affordable price and the net sales proceeds do not change between the two scenarios. The homeowner’s 
approximate rate of return represents the compound annual rate of return—or how much their initial investment of down 
payment and closing costs would have to grow annually to amount to the projected total net return. 

In the slow growth scenario (scenario 2) the home would lose some affordability, but the below-market price at resale will 
still be affordable to many households between 41% and 60% of AMI. 

  Scenario 1 Scenario 2 
             Annual Median Income Inflation 2.00% 1.00%
             Interest Rate at Initial Sale and Resale 4.78% 4.78%
    
Initial Sale    
                  Affordable Price  $160,000   $160,000 
                  Affordability (% of AMI) 50% 50%
    
Resale @ 7 years    
                  Affordable Price  $183,790   $183,790 
                  Affordability (% of AMI) 50% 52%
                  Approximate Net Return  $35,738   $35,738 
                  Approximate Rate of Return 19% 19%
    
Resale @ 15 years    
                  Affordable Price  $215,339   $215,339 
                  Affordability (% of AMI) 50% 55%
                  Approximate Net Return  $96,527   $96,527 
                  Approximate Rate of Return 16% 16%
    
Resale at 25 years    
                  Affordable Price  $262,497   $262,497 
                  Affordability (% of AMI) 50% 59%
                  Approximate Net Return  $200,984  $200,984
                  Approximate Rate of Return 13% 13%



© July 2020  |  Grounded Solutions Network  |  503.493.1000  |  GroundedSolutions.org Page 20

Perpetually Affordable Homeownership for the City of Minneapolis

© July 2020   |  Grounded Solutions Network  |  503.493.1000  |  GroundedSolutions.org Appendix E
1 

Community Engagement Summary 

In June 2019, the Minneapolis Homes team with consultant, 
Grounded Solutions Network (GSN), launched the Long Term 
Affordable Housing Policy Study to inform the expansion of capacity 
for long term affordability in ownership housing. The goal of the 
study was to conscientiously engage Black, Indigenous, People of 
Color, and Immigrant (BIPOCI) communities and low wealth 
households in communities most at risk of displacement.  

The Minneapolis Homes team has intentionally worked to center 
diversity of voices, lived experiences and the historical impacts of 
policy to engage in a real way through efforts to expand 
participation, and provide guidance for program development and 
implementation. 

Coordination and engagement with community partners, small 
business owners, neighborhood organizations, housing advocates, real estate and mortgage industry 
professionals and City departments helped lay the groundwork and create an open environment for 
feedback and recommendations.   

Common Themes 
Throughout this process it was important to not only foster the relationships the City currently has 
with community organizations and stakeholders but to build relationships with community members 
who will work side-by-side as ongoing partners with the goal of affordable and accessible housing. 
Through the interactions, written and verbal feedback staff was able to synthesize common themes:  

• Encouraging and supporting community led and/or resident led development
• Utilizing city land as an asset to leverage development aligning with broader City goals
• Focusing homebuyer products to serve households at lower incomes
• Disrupting displacement trends impacting BIPOCI and low wealth households
• Diversifying opportunities to access City programs through process simplification
• Providing more options to achieve perpetual affordable housing

Types of Engagement 

A total of 24 direct contact meetings focusing on the Long-term Affordable Housing Policy Study were 
held between July 2019 and April 2020. An estimated over 1,000 voices were engaged to shape 
program recommendations and implementation. To gather diversity of viewpoints, concerns and 
expertise, in a collaborative and empowering manner, multiple engagements were held through in-
person, telephone and virtual meetings: 

• One study session
• Two formula working sessions
• Three funders conversations
• Four widely advertised public events (with Hmong, Spanish & Somali interpreters on-site)
• Seven caucused conversations
• Seven focus groups

Appendix E: Community Engagement Summary

https://www.minneapolismn.gov/cped/housing/WCMSP-219469
https://www.minneapolismn.gov/cped/housing/WCMSP-219469


Page 21© July 2020  |  Grounded Solutions Network  |  503.493.1000  |  GroundedSolutions.org

Perpetually Affordable Homeownership for the City of Minneapolis

2 

Focused Outreach 

Working towards our broader City goals of eliminating racial disparities and affordable, accessible 
housing it is very important to collaborate with representatives of diverse communities and entities. 
Focus groups were held to do an intensive examination of equity sharing formulas that could provide 
options for LTA housing as well as funder support. Representatives of the following were engaged: 

• Affordable housing advocates
• Black, Hmong, Hispanic/Latinx, Immigrant, and American Indian communities
• Developers
• Long-term affordable housing providers
• Neighborhood organizations
• Real Estate and Mortgage professionals
• Funding Partners

o Family Housing Fund
o Fannie Mae
o Freddie Mac
o Hennepin County
o Jay & Rose Phillips Family Foundation
o Land Bank Twin Cities
o Minnesota Housing
o Nexus Community Partners
o Pohlad Family Foundation
o Local Initiatives Support Corporation (LISC) Twin Cities

Attachments:  
Site Visit 1 Summary 
Site Visit 2 Summary 
Site Visit 3 Summary 
 

Methods of Advertisement 
Staff set out to interact with as many different people as possible, and with as many different portions 
of the community as possible, meeting the larger goal of an engaged community. The following 
methods were used to advertise the various meetings and means to receive feedback:  

• City departments and Employee Resource Groups
• Focused emails
• Neighborhood organizations
• Press release
• Printed and electronic flyers
• Social Media communication plan

o Eventbrite
o Facebook
o NextDoor
o Twitter

• Project webpage
• Word of mouth
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Long Term Affordability (LTA) Feedback Session 

Participation 
On July 17th and July 18th, 2019, the Residential Real 
Estate Development team hosted two community 
feedback sessions and a caucus for community 
development organizations focused in Black and 
Indigenous communities at the Matthews Recreation 
Center and the North Regional Library. The goal of 
the events were to gather suggestions, comments, 
concerns, and questions as part of the City’s Long 
Term Affordable Housing Policy Study. Overall, 48 
residents, developers, lenders, realtors, community 
development representatives and contractors participated over two days. Feedback was collected, and 
participants were asked to rank their priorities regarding LTA.  

 

Scoring Criteria 
During the feedback session, 15 people from the community session and three from the caucused 
conversation completed the scoring criteria activity, which asked participants to rank seven possible criteria 
based on qualities they prioritize in an LTA program from 1 to 5 (1=least preferred, 5=most preferred). The 
results below are ordered by the highest combined average.  

 Average Ranking 
Criteria Community Caucus Combined 
I prefer an LTA program that provides long-term stability over 
time. 
 

4.54 4.33 4.44 

I prefer an LTA program that prioritizes more wealth building. 
 

3.93 4.67 4.30 

I prefer an LTA program that keeps equity within local 
communities. 
 

4.07 4.00 4.04 

I prefer an LTA program that gives communities more control. 
 

3.33 4.33 4.04 

I prefer an LTA program that helps people stay in 
neighborhoods where they have roots. 
 

4.15 3.67 3.91 

I prefer an LTA program that serves the greatest # of families 
with the money available. 
 

3.77 4.00 3.81 

I prefer an LTA program that helps people move into 
neighborhoods they couldn't otherwise afford. 
 

4.08 3.33 3.71 
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Community Session Program Guidelines 
Participants were asked to share their thoughts, questions, feedback, and concern by responding to four 
questions related to the presentation and potential LTA models keeping in mind the following themes while 
giving their feedback: community, wealth building, affordability, and racial equity. The four LTA models 
presented were: shared appreciation loans, deed restricted housing, community land trusts, and limited 
equity cooperatives. Responses were collected via post-it or written directly onto a poster. Overall, 91 
responses were collected during the community engagement sessions. A summary of the feedback is below. 

Question 1: What more information do you need? 
12 responses were received for this question. Participants noted a need for 

• more statistics and facts regarding the specific LTA models 
• more information and clarification about 

o application process 
o funding  
o other tools to combat rising home prices  
o benefits/negatives of each model. 

  
Examples of questions from participants: 
• Who are the homeowners currently thriving in these LTA programs? Can we hear about their 

experiences in order to build trust within communities about who benefits?  
• It was said that [with] 20-unit buildings or more, a certain percentage of units are set aside as 

affordable units - what are those numbers? Is this info public? 
 

 

Question 2: How can we talk about this better? 
20 responses were received for this question. Participants found the presentation to be too technical and 
hard to understand without the use of examples and/or a terminology cheat sheet. Overall, participants 
would like to see the City: 

• Conduct more outreach 
• Use Minneapolis specific Area Median Income (AMI) limits only 
• Create a graphical visualization of each model 
• List pros & cons of each LTA model presented 
• Use simpler language to present information 
• Use examples to explain models and terms 
• Be intentional about prioritizing racial equity 

Other specific feedback included: 
• Using another word other than "covenant" 
• Education for lower-income families about homeownership options 
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Question 3: Are there barriers to these models? 
29 responses were received for this question. Participants believe the following are barriers to the LTA 
models: 

• Lack of access to information and education about the process and how to build wealth in general 
• People may misconstrue deferred interest as a grant 
• People may forget that their home is part of a shared appreciation loan or a deed restriction 
• Models do not seem to address how to maintain affordability for future homebuyers after the sale 

of the home (by the initial family) 
• Equity will be lost upon resale with some models 
• Having the initial financing/equity to purchase a home in the first place 
• Lack of foreclosure prevention to maintain homeownership 
• Lack of financial literacy education for the community 
• Using regional AMI instead of Minneapolis AMI provides an inaccurate reflection of the local 

community 
• Lack of community representation reflected in City staff 
• The City does not seem serious about racial equity 
• Models do not consider condos 

 
 

Question 4: What should the City do with its homeownership program? 
30 responses were received for this question. Specific suggestions for what the City should do with its 
homeownership program include:  

• Create incentive programs to expand homeownership for disadvantaged groups 
• Add a deed restriction to all Down Payment Assistance 
• Create a cohort model for homeowners, and continued education of programs.  
• Ensure sustainable funding streams for LTA and create accountability standards for those receiving 

funds 
• Give reparations for black and indigenous residents  
• Prioritize racial equity by prioritizing Black homeowners and minority developers 
• Create higher standards for absentee landlords such as capping rental prices and reduce investor-

owned single-family homes 
• Create alternative wealth building programs for renters, single residents, and black men  
• Involve case/social workers into program development and implementation processes 
• Maintain stable homeownership 
• Create intentional and target outreach strategy to individuals who may be missed in otherwise and 

train community members in information delivery 
• Prioritize flexible land trust & co-operative models 

 
 

Conclusion 
• Participants expressed a desire to learn more about the LTA models as well as alternative models that 

promote not only homeownership but affordability for rental housing. 
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• Participants want an easier and more accessible way to understand the presentation as they felt it was 
too technical to understand. 

• Participants were concerned about investor-owned housing, the decrease of naturally occurring 
affordable housing (NOAH), and maintenance of affordability beyond initial financing. 

• Overall, participants seemed supportive of the concept of LTA, but want more information on the pros 
and cons of each model. 

 

Caucused Conversation 
Community development organizations that focus in Black and Indigenous communities were invited to a 
roundtable to discuss their concerns. The format of the roundtable was an open discussion both during and 
after the presentation. The summary is below. 

 

Question/comments during the presentation 
Concerns were raised about how the data was being presented. Participants would like to see how 
assistance differs by race and had comments about the proportionality of the percentage of homes sold 
compared to the absolute number of homes sold. Project development gap assistance and reparations were 
brought up as well. Lastly, there were questions and discussion around deferred loans and equity sharing 
through an LTA model. For example: 

• If there is an LTA model and other deferred loan products but the deferred loans become due on 
sale - how do you maintain affordability? 
 

 

Discussion 
The discussion revolved around concern about wealth building for homeowners within LTA models. A 
participant mentioned that LTA models need additional funding beyond what the City is offering. Another 
topic of discussion revolved around adding a debt and financial education component for home buyers. 
 

 

Conclusion 
Overall, participants had concerns about how LTA models can build wealth for the homeowner; though there 
was some general support for LTA models overall.  
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Long Term Affordability Formula Working Session 

On October 16th and October 17th, 2019, the Residential Real 
Estate Development team hosted two formula working 
sessions University of Minnesota Research and Outreach-
Engagement Center (UROC). The goal of the events was to 
gather suggestions, comments, concerns, and questions as 
part of the City’s Long Term Affordable Housing Policy Study. 
Overall, 27 developers, lenders, advocates and City staff 
participated over two days. Feedback was collected, and 
participants were asked questions about resale formula 
models regarding LTA.  

 

Question 1: Is there a model that sticks out to you? Why? 
 
Shared Appreciation 

• If just one model, makes the most sense. It ensures that the concern of not owning the land isn’t an 
issue like it is with the Land Trust and is probably most replicable. However, there are concerns 
about how it’s not really a L-O-N-G term affordable model because the sales prices will slowly creep 
up and become unaffordable. Possibly do a resale analysis of this model at different shared equity 
amounts over time to try to get at a figure that maximizes both affordability and wealth building 

• Seems most fair 
• CLCLT has used this successfully 

 
Appraisal Based Resale & Fixed Index 

• Based on current understanding of options presented these models seem to adequately blend logic 
around home ownership affordability and property as a tool for wealth building. With additional 
wrap-around program mechanisms that can help support homeowner’s ability to remain in their 
home through life fluctuations, these models provide a more direct pathway to ownership that 
deals more squarely with the fact that market rate homes are outside of the reach of many income 
levels. 
 

Fixed Index Formula (Fixed 2%) 
• Simplest, guaranteed wealth creation, easiest for City to administer 
• New to me 
• It is a safer model for everybody 

 
Fixed 2%/ Land Trust/ Habitat 

• Limits on speculative gains – return for others to access pathways to ownership  
 

Fixed Index Formula & Forgivable Loan  
• The risk is minimal 

 
Shared Appreciation & Area Median Income Index 

• For balance of wealth generation and affordability in theory 
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Question 2: What model do you like best? Why? 
 
Shared Appreciation Model 

• If just one model, makes the most sense. It ensures that the concern of not owning the land isn’t an 
issue like it is with the Land Trust and is probably most replicable. However, there are concerns 
about how it’s not really a L-O-N-G term affordable model because the sales prices will slowly creep 
up and become unaffordable. Possibly do a resale analysis of this model at different shared equity 
amounts over time to try to get at a figure that maximizes both affordability and wealth building 

• Proven, long term affordability, builds both community and individual wealth 
Appraisal Based Resale 

• I support further investment in the ABR model because of the existence of the City of Lakes 
Community Land Trust (CLCLT). The fact that an affordability-centric organization already exists in 
this market with a proven track record of assisting persons with accessing below market rate homes, 
it makes sense to look at how to deepen investment in this current approach. This might occur with 
either more direct investment of CLCLT or the City making the funds available to an organization 
capable of constructing a program similar to CLCLT that seeks to specifically target low-income 
communities that also identify as POCI. 
 

Fixed Index Formula (Fixed 2%) 
• City has limited capacity to administer – this is most realistic 
• It’s a newer model, but it seems more equitable than other models 

 
Forgivable Loan with Fixed Index 
 
Land Trust 

• Given the need to hold on to affordable units since this will be an ongoing problem 
 
Question 3: What was the most interesting or concerning thing seen? 
 
Concerning 

• There isn’t a model that really achieves our varied goals 
• The groups’ collective unwillingness to explore the deeper systemic constraints of the current 

housing paradigm in the US. Linking affordable housing discussions to thoughts around (a) Area 
Median Income (AMI), (b) single family home ownership, (c) property as wealth building tools, and 
(d) speculative asset valuation moves thought leaders further away from how to support models that 
center around housing as a human right. Sustainable and safe shelter is simply a foundational need 
to all determinants of health. 

• Surprised by the idea of stacking programs and concerned about capacity to administer a more 
complicated Habitat or CLCLT style model 

• Prioritizing individual household wealth building over community wealth and long-term affordability 
• Need to focus more on other benefits not just ROI 
• Too many assumptions made through non-underrepresented individuals’ lens. These types of 

assumptions tend to farther marginalize some communities 
• Even at 6% increase, the numbers are staggering 

Interesting 
• I like that the community spoke up and stood firm on their opinions 
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Question 4: Is there anything that you hadn’t thought of before that you are now thinking 
about? 
• The idea of an LTA program being the primary mechanism for reparations wasn’t at the forefront of 

my mind. Wealth building as a way to address racial inequity was, but specifically not reparations. If 
it is the mechanism I wonder if that means only the lucky enough to actually purchase a home get 
the benefit. 

• Stacking programs – especially given concern around a sizable 2nd mortgage 
• Fixed index approach 
• Great array of options 
• I realized policies are still being made within a model of imperial expansion, that assumes families 

will live in single family home or that is their goal in life 
• Thinking through alternative models that will raise higher equity 
• The rate of appreciation used in the modeling and how that has an enormous impact on the 

projected ROI (and perceptions about safeguarding public resources vs. providing opportunities for 
wealth creation).  

 
Question 5: Do you think this program is the best way to serve the people you represent 
or community you’re apart of? 

• I understand and recognize the merits of this discussion and possible program. However, I do not 
believe this is the best way to serve members of the community that I serve where housing instability 
is a reality. 

• I think it’s important for the City to look at subsidizing people/providing access more through 
ownership programs – this is a way to get there. 

• Think the Land Trust model is the best approach 
• It’s an important part of the housing spectrum – also to complement with rehab for single family for 

asset management 
• Not at all, because of these policies are not made for anyone in my neighborhood 
• I’m not sure if it’s the best but if doable I do feel that it is a viable option but needs to be highly 

subsidized 
• Until a sea change occurs, it is the best bridge 

 
Question 6: What additional training or information would be helpful? 

• How does a significantly reduced appreciation rate impact return on investment (ROI)? 
• Banking and lending for these affordable homes? 
• Data that represents the reality of immigrant, Native and Black Americans better, outside of units and 

profit 
• Additional time to present information and obtain feedback; 2 hours 
• The City of Minneapolis being willing to lead or commission a body of work that aims to calculate the 

cost of pursuing housing as a human right. 
 

 

Conclusion 
• Participants that provided feedback expressed that the workshop was somewhat to very helpful 
• Participants appreciated the team’s thoughtful approach to understanding the nuance and likely 

success of existing affordable housing programs that can be used as benchmarks. 
• Participants commented that additional funds towards this focus is needed. 
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Participating Organizations 
• Minnesota Housing 
• Minnesota Homeownership Center 
• Family Housing Fund 
• City of St. Paul Planning and Economic Development Department 
• City of Minneapolis Community Planning and Economic Development 
• Local Initiatives Support Corporation (LISC) Twin Cities 
• Hope Community, Inc 
• The Alliance  
• Powderhorn Park Neighborhood Association 
• Hawthorne Neighborhood Association 
• Jordan Area Community Council 
• Build Wealth MN 
• PRG, Inc 
• American Indian Community Development Corporation 
• Black Women’s Wealth Alliance 
• Twin Cities Habitat for Humanity 
• City of Lakes Community Land Trust 
• Old National Bank 
• Project Sweetie Pie 

 
 

Attachment: Formula Handout 
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Minneapolis Homes Long-Term Affordability (LTA)  
Resale Options Workshop 

 

Minneapolis Renter Demographics 

As we think about what populations and incomes the city’s homeownership and more specifically LTA program(s) should target it will be helpful to have the 
socioeconomic and ethnic breakdown of Minneapolis’ renters.  

 

  

Race
Total 

Renters
%of 

Renters
# % # % # % # % # %

White alone, non-Hispanic 49865 56% 12070 24% 8280 17% 8985 18% 6000 12% 14530 29%

Black or African-American alone, 
non-Hispanic 21810 24% 13905 64% 4060 19% 2260 10% 700 3% 885 4%

Hispanic, any race 7605 9% 2610 34% 2210 29% 1305 17% 705 9% 765 10%

Asian, non-Hispanic, including 
Pacific Islander 5093 6% 2079 41% 714 14% 735 14% 450 9% 1115 22%

American Indian or Alaska Native 
alone, non-Hispanic 1175 1% 620 53% 195 17% 190 16% 30 3% 140 12%

Pacific Islander alone, non-Hispanic 18 0% 4 22% 14 78% 0 0% 0 0% 0 0%

other (including multiple races, non-
Hispanic) 3740 4% 1440 39% 890 24% 475 13% 425 11% 510 14%

POC (All non-white) 39441 44% 20658 52% 8083 20% 4965 13% 2310 6% 3415 9%

Total 89285 - 32724 37% 16349 18% 13950 16% 8310 9% 17945 20%

Below 30% AMI 30%-50% AMI 50%-80% AMI 80%-100% AMI >100% AMI
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Summary of Resale Formulas Discussed

1. Shared Appreciation Mortgage 
• Second mortgages that require no payments 

until the home is sold.  
• The home is sold at its full market price but the 

family is required to repay the original loan plus 
a share of home price appreciation instead of 
interest.  

• Some programs require buyers to repay a share 
of appreciation based on the amount of initial 
subsidy.   

o For example, if a buyer received subsidy 
for 20% of the purchase price, when 
they move they must repay the loan 
plus 20% of any increase in the home 
price.   

• Twin Cities Habitat for Humanity uses a version 
of this formula where the share of appreciation 
that a homeowner owes starts high and declines 
for every year that they own the home. 

2. Appraisal-based Resale Formula 
• Homes are sold at a below market price and 

then the resale price is limited to a portion of 
the change in the market price of the home.  

• For example, the affordable price might be 
allowed to increase by 25% of the increase in 
the market value of the home.  

• Similar to the shared appreciation loans, but 
they require the home to sell at a below-market 
price.  

• City of Lakes Community Land Trust uses a 
version of this formula where homeowners 
receive 25% of the increase in the home’s 
appraised value. 

3. Area Median Income (AMI) Index Formula 
• Homes are sold at an affordable price and then 

the price can only increase as fast as incomes 
int the area rise.  

• Price is adjusted each year based on the change 
in the Area Median Income published by HUD.  

• A new buyer with the same income profile 
should be able to purchase the home for this 
price without any need for additional subsidy. 

• The City of San Francisco uses this resale 
formula 

4. Mortgage Based Resale Formula 
• Homes are sold at below market prices and 

then resold at prices affordable to a target 
income group (ie. 60% of AMI). 

• At the time of sale, the city calculates the 
maximum price that a homeowner at that 
income level would be able to afford given the 
current mortgage rates, and cost for taxes and 
insurance, etc.   

• This approach, and only this approach, 
guarantees that assisted homes will always 
remain perfectly affordable to the target 
income group without any additional subsidy 

• But, when interest rates rise, homeowners may 
experience little or no wealth building. 

• Many Redevelopment Agencies in California 
used this formula. 

5. Fixed Index Formula 
• Homes are sold at an affordable price and then 

the resale price is allowed to increase by exactly 
2% (or some other fixed number) each year. 

• Owners wealth building is not based on 
variables outside of their control – it is almost 
totally predictable. 

• The program can give buyers a table showing 
what the resale price would be years in the 
future – removing the guess work about how 
much wealth building they will experience.  

• The City of Houston, TX just launched a new 
program using this formula  
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Community Informed Housing Policy Session 

On February 26th, February 27th, and March 11th, 2020, the 
Residential Real Estate Development team hosted four 
engagement sessions. The goal of the sessions was to gather 
input, feedback, comments, concerns, and questions as part of 
the City’s Long Term Affordable Housing Policy Study. Overall, 
mortgage and real estate industry professionals, developers, 
advocates, non-profits, constituents, City staff and Council 
Members participated. Participants were asked for feedback 
regarding proposed recommendations in housing production 
and property for sale. 

 

Outcomes for Different Paths: Property for Sale –  
Question: Is it more important to facilitate swift development of City land or to leverage 
City property to achieve multiple City goals? 
 
*This question was answered using Dotmocracy activity; comments and feedback were documented by staff.  
 
Slowest sale of City land 

• Majority response through Dotmocracy in favor of slowest sale of City land because it serves 
multiple City goals and availability to fund private development and City properties; both with City 
funding and restrictions. 

o Preservation of green space 
o Hold property and serve lower income 
o Restrict commercial development in favor of residential development (1-4 unit) 
o Restrict land so large apartments cannot be built 

 
Medium sale of City land 

• Medium response through Dotmocracy in favor of only selling City properties with City funding and 
restrictions 

o City owns lots that are contiguous that should be marketed for small and/or tiny home 
cluster development combined with social services 

o City land developed/sold to favor long-term low-income affordability permanently and 
discourage commercial development in general 

o Slow down process to win for generations; swift development is important but take time to 
be intentional 

 
Fastest sale of City land 

• Light response through Dotmocracy in favor of selling City property without subsidy 
o Swift development 
o Develop City land quickly but mostly if not entirely for deeply affordable units available at 

30% AMI or less 
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Outcomes for Different Paths: Housing Production –  
Question: Is it more important to produce new units of housing or to create permanent 
affordability in communities? 
 
*This question was answered using Dotmocracy activity; comments and feedback were documented by staff.  
 
Produce new units with forgivable loan without restrictions to encourage resident led development 

• Majority high priority response to discontinue this strategy 
• Light medium to high priority response in favor of continuing strategy  

o Focus more heavily on building more units across the region vs. specifically targeting 
permanent affordable units 

o Opposed to any new affordable units in north. More affordable means more poor. Racist 
issue disguised as economics 

o Don’t concentrate affordable housing in North 
o Restructure Homebuyer Incentive to provide some proportional increase and tied to income 

qualifications 
Produce new construction housing on City vacant lots with new focus to households at or below 80% AMI 

• Majority medium to high priority response in favor of continuing strategy only 
o Insert new housing on vacant lots across the City vs forcing bigger development in developed 

parts of the City 
o Get rid of broad area median income and us metro based 
o 80% is too high, prioritize helping 60% and 40%; arguably 80% needs less help 
o Make City goals realistic for low-income people 
o In addition, credit barriers need to be addressed as they get in the way of BIPOC community 

assessing these homes 
Acquisition and rehabilitation that maximizes permanent affordable units through conversion 

• Majority high response in favor of proposed strategy only 
o Production of affordable units from existing is the most cost effective and permanent 

affordability is the most helpful but for less people 
o Recommendation to utilize funds to make repairs 
o Programs to retrofit existing ‘naturally affordable’ homes to be energy efficient with zero 

interest loans 
o Concern acquisition/rehab may not work with RFP process; need ability to respond 

quickly/agilely to opportunities and that requires a rolling application or funding that’s 
available and can be contracted in 30 days 

 
 

What is our program doing well? 
• Engaging community perspectives 
• Thinking deeply about structural problems 
• Engaging and supporting BIPOC developers 
• Admitting there is a problem and trying to fix it 
• Attempting to work with those who will be affected by your programs and hear their voices 
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What can our program improve on? 
• Consider policy and perspective of low-income people 
• Improve access to meetings by livestreaming/using GoTo Meeting – so that anyone could attend 

remotely 
• Website is hard to navigate 
• Creating a safe zone for buyers of color 
• Coordinate with the Neighborhoods 2020 report and apply learning from that to this work and 

implement 
 
Conclusion 

• Participants that provided feedback expressed that the community meetings were somewhat to 
very helpful; would appreciate more information and time to digest 

• Participants appreciated the team’s approach to distributing data through a lens of racial equity 
• Participants commented that a need to implement now, with urgency, is needed for overall 

affordable housing stability 
 

 
 
 

Attachments:  

Dotmocracy Activity 

Affordable Housing Continuum 
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Permanent Affordable Housing Engagement 
The Minneapolis Homes team with Grounded Solutions Network conducted four in-person community engagement 

events around proposed Minneapolis Homes program changes. A dotmocracy activity was used as a way for participants 
to rate importance of property sale and housing production through two pointed questions. 

Is it more important to facilitate swift development of City land or to leverage City property to achieve 
multiple City goals? 

 
On the left side of the continuum, properties are sold without any City financing, which means that the affordability 

requirements and sustainability requirements are limited or entirely absent.  
 

In the middle of the continuum, city land is reserved for sale with City financing, in order to maximize affordable units 
and sustainable development requirements for the properties.  

 
On the far right of the continuum, all city land is reserved for sale with City financing AND financing can be for both 
private and City owned land, meaning that fewer City parcels get developed in each funding round. The third option 

allows for City land to be held for a longer period of time. 
Place one dot  along the continuum for what should the City do. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
 

2/26/20 Professional Caucus 2/26/20 Northside Evening Meeting 

2/27/20 Southside Evening Meeting 3/11/20 Northside Home Fund Meeting 
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Is it more important to produce new units of housing or to create permanent affordability in communities? 
On the left side of the continuum, our Homebuyer Incentive forgivable loan creates the most housing units for the least 

amount of money. There are no affordability, income, or sustainable development goals that are achieved and the 
reduction in requirements makes the product easier to access by new, BIPOC, and resident led developers. 

 
In the middle of the continuum, City owned vacant lots are leveraged with housing production funding to create housing 

affordable to households below 80% AMI – in some communities in North most of the City subsidy goes to project gap 
and income restrictions apply to the first buyer only; in the rest of the City most City subsidy goes to affordability gap and 

the home is permanently affordable for multiple generations of homeowners.  
 

On the far-right side of the continuum, City funding is used to purchase existing units and convert them to permanent 
affordable housing. Financed homes achieve city goals for sustainability and lasting affordability, however no new units 

are created, and city land is not developed. 
 

Three dots for voting on each strategy- 

- Stop doing this  - Medium priority  - Highest priority 

2/26/20 Professional Caucus 2/26/20 Northside Evening Meeting 

2/27/20 Southside Evening Meeting 3/11/20 Northside Home Fund Meeting 
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MINNEAPOLIS AFFORDABLE HOUSING CONTINUUM

INCOME LESS THAN 30% AMI

34,074 total households

84% of households 
(28,773) are 

cost burdened 

76% of households 
(16,450) are 

cost burdened 

50% of households 
(5,410) are 

cost burdened 

30% of households 
(4,675) are 

cost burdened 

Minnesota Housing | Hennepin County | U.S. Dept. of Housing & Urban Development | Metropolitan Council | Minneapolis Public Housing Authority | MN Dept. of Employment & Economic Development | Legal Aid/ Volunteer Lawyers 
Network | HOME Line | Minneapolis Public Schools | Local Initiatives Support Corporation (LISC) Twins Cities | Land Bank Twin Cities | Family Housing Fund | Housing Developers | Shelter and Street Outreach Providers

* Total households in Minneapolis: 170,359 (33% of all households are cost-burdened) 

21,688 total households 10,801 households 15,645 households

31% - 50% AMI 51% - 60% AMI 61% - 80% AMI 81% - 115% AMI
$30,000 AND BELOW $30,001 - $50,000 $50,001 - $60,000 $60,001 - $80,000 $80,001 - $115,000

CITY
HOUSING

STRATEGIES

* POPULATION

PROGRAMS |
POLICIES

HOUSING 
COST-BURDEN

PARTNERS

Increase housing supply, diversity and affordability in all neighborhoods 

Affordable Housing Trust Fund (AHTF)
Public Housing

Single Room Occupancy Pilot 

Low Income Housing tax credit
Tax-Exempt Bonds

Tax Increment Financing
NOAH Preservation Fund

Intentional Community Cluster Developments

Street outreach (ESG)
Shelter rehabilitation (ESG)

Small Medium Multifamily Pilot

Improve and sustain access to homeownership, especially among low-income BIPOC residents

Maximize potential of publicly-owned land to meet City housing goals

Support renters

Prevent and end homelessness

Preserve naturally occurring affordable housing (NOAH)

Produce more housing and preserve existing affordable housing with subsidies and 
long-term affordability requirements 

Minneapolis 2040
Inclusionary Zoning

Emergency Stabilization Pilot Program

4d Affordable Housing Incentive Program
Advance Notice of Sale and Post-sale tenant protections

Stable Homes Stable Schools

Minneapolis Homes: BUILD/REHAB
Higher Density Corridor Housing Initiative

Minneapolis Homes: Down Payment Assistance
Minneapolis Homes: Real Estate Development
Minneapolis Homes: Owner Occupied Rehab

(Data currently unavailable)

(Data currently unavailable)

Renter Protection Policies and HOME Line Informational and Referral Services

Legal Services for renters
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