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When a landlord loses or is in the process of losing rental property to foreclosure, it is often a confusing process for tenants.  The date of the sheriff’s foreclosure sale and the date of the end of the redemption period in Hennepin County can be found on the Hennepin County Sheriff’s Department’s web site: http://www4.co.hennepin.mn.us/webforeclosure/
Redemption Period:  This is a period of usually six months after the sheriff’s foreclosure sale.
  During this period the owner (in these cases the landlord) can sell the building, pay what is due to the lender and redeem the property, or continue renting and maintaining the property through the redemption period.  

Tenants Rights during Redemption Period:
1. Mortgage foreclosure does not change the terms of a lease, nor does it modify the rights and responsibilities of tenants or landlords.  

2. The tenant is required to continue to follow the terms of the lease including paying rent and complying with lease provisions throughout the redemption period.  

3. The landlord is required to continue to maintain and manage the property including making repairs throughout.

4. Utilities must be paid under the terms of the lease or under state law. 

5. Tenants must comply with their lease terms when giving notice to vacate.  

6. Landlords are limited to making periodic residential lease agreements with a term of two months or less or a fixed term residential tenancy not extending beyond the cancellation period or the landlord's period of redemption.  (Minn. Stat. § 504B.151) 

7. Occasionally the lender gets a court order creating a receivership, and in these cases a tenant needs to follow the court order.  

When an Owner Sells the Building During the Redemption Period:

Often an owner sells the building during the redemption period.  When they do so, the new owner steps into the shoes of the older owner and the tenant’s lease rights and obligations continue to govern the relationship.  See the last section for a further discussion on security deposits when ownership of the building changes, either by sale or foreclosure.  

Tenant Rights after the Redemption Period Expires:

Often a tenant seeks legal advice when they receive a notice about the foreclosure at, or close to, the end of the redemption period.  For purposes of this discussion, it is assumed that the lender is taking over the property at this time.  

Tenant Rights after the Redemption Period:  
The lender has the right to evict a tenant when the redemption period has expired so long as the lender has complied with the statute.

Tenant rights during this period depend on when they signed their lease:
1. Tenants who signed their lease before the beginning of the redemption period must be provided with a one month written notice from the lender before the tenant can be required to vacate.  (Minn. Stat. § 504B.285)  

Example:  Lease was signed on July 1st 2007, redemption period begins November 10th, 2007 and ends May 10th, 2008.  Lender provides written notice on April 10th, tenant is required to vacate by May 10th.  If tenant does not vacate, lender will still be required to file an Eviction Action to remove them from the unit.  

2. Tenants who signed a lease after the sheriff’s foreclosure sale.  The tenancy terminates at the end of the redemption period.  However, if the tenants do not leave, the lender is still required to file an Eviction Action to remove them from the unit.  Broszko v. Principal Mutual Life Ins. Co., 533 N.W.2d 656 (Minn. Ct. App. 1995).

Many lenders send a one month written notice to all tenants as a matter of practice.  Most lenders are willing to negotiate a move out date with a tenant after the redemption period’s expiration.  The notice to vacate or the Hennepin County Sheriff’s Department’s web site will provide the contact information of the firm that is handling the foreclosure.  The tenant can and should call and discuss a move out date with the lender.  Most lenders are willing to work with a tenant who calls early and are willing to be generous in giving the tenant time to move.  
Security Deposit:  

Upon termination of the landlord’s interest in the premises, including the sale or foreclosure of the property, the original landlord is responsible for the deposit unless:

1. Landlord transfers the deposit to their successor,

2. Tells the tenant the amount transferred and, 

3. Gives the tenant 20 days to object to the amount as well as a stamped envelope in which to send the objection.

Many landlords facing foreclosure are unlikely to comply with the security deposit statute and are further unlikely to return the tenant’s security deposit even when sued later in conciliation court.  This is a situation in which a tenant may want to consider not paying the final month of rent during the redemption period.  It is unlikely that the landlord would file an Eviction Action, but a tenant who does not pay rent always runs that risk, and this consideration warrants a serious discussion.  

� See Minn. Stat. § 580.23, 582.032, 581.10 for incidents when redemption period is longer or shorter than 6 months.  


� Minn. Stat. § 504B.285, subd 1 (ii).  


� Minn. Stat. § 504B.178, subd. 5 – 6.
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