THE MINNESOTA

HOUSING STABILITY
COALITION:

Building a Path to Stability for Owners
and Residents of Affordable Housing

Across the country, mission-driven housing providers and policy makers recognize the
acute operating challenges many affordable housing properties are facing, including:
rising operating and staffing costs at rates above inflation; skyrocketing property
insurance and security costs; tenants struggling to afford even their modest rents; and
increasing competition for state and federal housing resources needed to recapitalize
older properties or create new housing stock.

These challenges are a serious threat to the physical and financial sustainability of
affordable, quality, rental homes; to the organizations who operate them with no buffer
for these cost and revenue fluctuations; and to the residents at risk of living in properties
with deferred maintenance and reduced/discontinued services.

The emerging work of non-profit housing providers in Minnesota, now known as the
Minnesota Housing Stability Coalition (the Coalition), offer some early lessons and
strategies for developers, managers, policy makers and philanthropy seeking to address
these challenges. This resource delves into how the Minnesota Housing Stability Coalition
came together to preserve affordable homes, sustain the nonprofit partners that operate
them, and ultimately serve residents in thriving communities.
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HOW THE COALITION STARTED

The Minnesota Housing Stability Coalition began in the wake of the COVID-19 pandemic and the racial
justice reckoning that followed the murder of George Floyd by Minneapolis police. Non-profit owners,
were using their limited financial/ staff resources to meet the growing needs of tenants and properties,
and finding inadequate reprieve from current programs and funding mechanisms. While the Coalition
started with only four nonprofit housing providers, it was deliberately expanded to include a larger
group of housing and service providers.

KEYS TO SUCCESS FROM THE MINNESOTA
HOUSING STABILITY COALITION

Peer exchange of operational challenges and strategies

Spring 2022 Politically split Minnesota state legislature fails to reach agreement on how to allocate large
state surplus, which continues to grow

Fall 2022 Democrat Governor re-elected, Democrats win majority in Minnesota House and Senate

May 2023 During 2023 State legislative session, newly formed non-profit provider Coalition successfully
advocates for $50 million in one-time emergency relief (State Housing Organization Relief
Program (SHORP). SHORP distributions start in January 2024 using a formula based primarily
on prevalence of deeply affordable units owned & managed.

Fall 2023 Philanthropy* convenes the Coalition for peer exchange to distill issues about operational
challenges. After several work sessions the coalition develops a game plan:

Champion legislative strategies for additional appropriations and policy initiatives to
stabilize existing affordable rental homes

Champion administrative changes to improve underwriting of future affordable housing
developments and provide greater relief for struggling projects

Reinvigorate the Interagency Stabilization Group (ISG), a cross-agency partnership of MN
Housing, HUD, city and county funders and private sector funders

Support work to improve the effectiveness of the Coordinated Entry system for placing
individuals who have experienced homelessness into permanent housing

*Family Housing Fund (FHFund) (www.fhfund.org ) and the Greater Minnesota Housing Fund (GMHF) (www.gmhf.com ) with support
from the McKnight Foundation (www.mcknight.org), Margaret A. Cargill, and the Pohlad Foundations (www.pohladfoundation.org)

Focus on addressing immediate and longer-term systemic

causes

Ongoing data collection and analysis i

Philanthropic support for peer exchange, strategy
development, and research to demonstrate impact

Favorable political climate and budget surplus at state level W /]
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https://www.mnhousing.gov/rental-housing/housing-development-and-capital-programs/deferred-loans-and-grant-programs/stable-housing-organization-relief-program-(shorp).html
https://www.mnhousing.gov/rental-housing/housing-development-and-capital-programs/deferred-loans-and-grant-programs/stable-housing-organization-relief-program-(shorp).html
http://www.fhfund.org
http://www.gmhf.com
http://www.mcknight.org

IMPLEMENTING THE GAME
PLANIN 2024

By Spring of 2024, the Minnesota state legislature
adopted and appropriated funds for several coalition
backed or supported legislative initiatives, including:

« Recapitalization of Distressed Buildings, by
expanding the Community Stabilization Program
to fund multifamily rental properties that qualify as
“Distressed Buildings” [Sec. 39. Laws 2023, chapter
37, article 2, section 6, subdivision 2]. A one-time
appropriation of $50 million is administered by MN
Housing. Program guidelines expected in early 2025.

« Two sustainable financial resources to provide funding
to cities and counties to support affordable housing:

Local Affordable Housing Aid (LAHA) program
funded with a 0.25% sales tax for the seven
counties that make up the Minneapolis-Saint Paul
metropolitan area

Statewide Affordable Housing Aid (SAHA)
program funded with an on-going appropriation
of $10 million per year (with an extra $25 million
over the first two years)

LAHA and SAHA funds can be used for non-
emergency rental assistance starting in 2025

« A Task Force on Long-term Sustainability of
Affordable Housing, co-chaired the House and
Senate Housing committee chairs, “established
to evaluate issues and provide recommendations
relating to affordable housing sustainability, including
displacement of tenants, preservation of housing
previously developed with public financing, and long-
term sustainability of new housing developments.”
Several Coalition members serve on the task force,
which convened in August of 2024 and will submit its
report to the legislature by February 1, 2025.

«  Working Group on Simplifying Supportive Housing
Resources “to streamline access, eligibility, and
administration of state-funded supportive housing
resources for people experiencing homelessness”.
Coalition members were appointed to the 19-member
working group that will meet in 2025 and submit its
report to the state legislature no later than 2026.
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FUTURE COALITION WORK
Leading into 2025:

Coalition members continue to work
with MN Housing and others on
implementation

FHFund and GMHF commissioned
research on affordable housing
owners with distressed properties to
measure impact and share results with
the legislative Task Force and ISG

The Coalition commissioned a series
of resident focus groups to hear
their stories and better understand
the impact of financial and physical
distress of the buildings impacts

on them

GMHF commissioned work to
explore the potential for alternative
capitalization approaches that could
be used to restructure the financing
of older projects held by non-profit
owners

The Coalition submitted public
comment on MN Housing's Qualified
Allocation Plan (QAP) for better
access to tax credits and other
resources for recapitalization and
property improvements

The Coalition is currently reviewing
potential legislative strategies for the
2025 legislative session
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https://www.revisor.mn.gov/laws/2024/0/Session+Law/Chapter/127/
https://www.revisor.mn.gov/laws/2024/0/Session+Law/Chapter/127/
https://www.revenue.state.mn.us/sites/default/files/2024-07/2024-local-affordable-housing-aid-aid-amount-summary_0.pdf
https://www.revenue.state.mn.us/sites/default/files/2023-08/2023-statewide-affordable-housing-aid-summary.pdf
https://sahfnet.org/

STRATEGY CONSIDERATIONS

Housing providers and policy makers are increasingly
looking for immediate and long-term strategies The
following are strategy considerations, based on the
Coalition’s early learnings to keep homes in good repair
and financially viable for the next generation.

Immediate-term strategies

Provide flexible one-time stabilization resources, if needed

Evaluate the need for ongoing operating subsidies/rental assistance for property owners and for
increased services funding to support residents in permanent supportive housing units

Modify soft debt obligations, where needed. State and local government partners should allow
forgiveness, reamortization and subordination instead of requiring loan repayment

Gather accurate data on the health and preservation needs of affordable housing and engage
residents in further study of the problem (e.g., supportive housing services/resources)

Longer-term strategies

Allocate resources (e.g., Housing Credit) with a balance of new supply and preservation
Identify new resources for lighter preservation needs
Ensure underwriting allows for realistic increases in operating costs

Support resident services that improve housing stability through underwriting and financing
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