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WELCOME TO MINNETONKA PROGRAM
PROGRAM GUIDELINES

Overview:  The City of Minnetonka is offering downpayment and closing cost assistance to first-time homebuyers purchasing a home to live in and homestead within the City of Minnetonka.  Current available dollars for loans are based upon the fund balance for any given period.

Loan Amount:  The maximum loan amount is $10,000. 

Interest Rate & Loan Term:  The interest rate is updated monthly on the first business day of each month of the calendar year and is 75% of the prime rate plus two points.  At time of loan application, the borrowers’ interest rate is fixed for the entire term of the loan.  
The loan term is 10 years.   
Loan Security:  All loans will be secured by a mortgage in favor of the City.  The loan may be secured in a subordinate lien position behind other loans in accordance with the City’s loan subordination guidelines.   Subordination requests are subject to the current subordination guidelines in effect at the time of the request.
Borrower Eligibility:  

a. First-time Homebuyer Status:  Borrower must be a first-time homebuyer (a person or household that has not owned a home within the last three years).
b. Debt to Income:  Borrower’s gross monthly debts cannot exceed 50% of gross monthly income.

c. Homebuyer Contribution:  The homebuyer must contribute at least 25% of the  total downpayment and closing costs.
d. Homebuyer Workshop:  The borrower must attend a Home Stretch workshop prior to the real estate purchase.

e. Income:  The total gross annual household income cannot exceed 120% of the area median income by household size as determined by the U. S. Department of Housing and Urban Development (HUD).  
Household Size

Income Limit (as of May 1, 2011)


1


$  70,560

2


$  80,640

3


$   90,720

4


$100,800

5


$108,960

6


$117,000

7


$125,040

8


$133,080
f. Asset Limit: Borrower may not own a second property.  Borrower will be 
required to fill out a Declaration of Assets form.  The maximum gross assets

of the borrower, excluding the residential property to be purchased, and a retirement account that is or was subject to penalty for early withdrawal before the age of 59 ½ , shall not exceed $25,000.  Gross assets will generally be defined as:  cash on hand, money in checking and savings accounts, cash value of securities or bonds, and recreational vehicles such as boats or snowmobiles.
Property Eligibility:

· Only properties that will be owner-occupied and homesteaded will be eligible.  Owner must reside in the property within 60 days of purchase.

· Single-family detached homes and townhouses, subject to Association covenants.  Condos are eligible for internal improvements only. 

· Taxable market value of home, as determined by Hennepin County for the 

year you apply for the loan, cannot exceed $300,000.
· First mortgage loan must be a prime/A-rated fixed-rate loan
· Contract for Deed properties will be considered by the city on a case-by-case basis.
· Maximum loan to value, including the loan being applied for, cannot exceed 110% loan to value.

Underwriting Process:  The HousingResource Center will determine applicant’s eligibility based on the above criteria.   Appeals can be made to the City of Minnetonka.
Eligible Use of Funds:   Loan funds can be used for downpayment and closing costs.  The borrower cannot receive any portion of these funds in cash.
APPLICATION & LOAN DISBURSEMENT PROCESS

Application Process:  Completed applications will be processed by the HousingResource Center on a first-come, first-served basis as funds are available, until all program funds are committed.  
Loan Costs: 
· Borrowers will be charged a non-refundable $65.00 application fee after receiving loan disclosure forms.   

· The borrower will be required to purchase title insurance on this loan for the City of Minnetonka.  

· A recording fee of $46.00 will be collected at closing.
Disbursement Process:  
· A check and the loan documents will be sent to the title insurance company prior to the

loan closing.  

· The closing on this loan will be conducted immediately following the real 

estate closing.  The borrower will sign a promissory note and mortgage.  The title insurance company may charge an additional fee to close this loan.

· The title company will record the mortgage at the County and will provide the City with the original signed documents.
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