
Proposed 1'lneoorrent to and Moption of ~es 
Governing Eligibility for the Hare OWnership 
Assistance E\lnd Witoout a Public Hearing. 

12 M::AR. S 3.133. 

STATEMENI' OF 

"/ (' cf- t I/ 

Minnesota Statutes, Section 462A. 21, sul:xilvision 8, directs the Minnesota Housing Finance 
k;ency (Agency) to establish a lx:Ite ownership assistance furrl (HAF} on tenns and ccnditions 
it deans advisable, to assist persons and fanilies of l ow and m:xlerate incane in paying 
installments of eligible loans for affordable housing. 

The present annual adjusted incare limits and initial maximum m:nthly assistance were 
established in 1978. The proposed adjusted incane limits and initial rraximLJn m:nthly 
assistance for eligible recipients wtx>se qualifying prq,erty is in the rcetropolitan area 
as defined in Minnesota Statutes, Section 473.121, sul:xilvision 2 are shown in Exhibit 1. 
The proposed adjusted incane limits and initial maxirnum nonthly assistance far eligible 
recipients whose qualifying prq,erty is in the naunetropolitan areas is shown in Exhibit 2. 
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EXHIBIT 1 

INITIAL MAXIMUM KNrHLY ASSISTAOCE 

$100 $80 $60 $40 $20 

$0- $15,000 $15,001- $16,000 $16,001-$17 ,000 $17,001-$18,000 $18,001-$19,0C 

50- $16,000 $16 , 001- $ 17 , 000 $17,001- $18,000 $18,001-$19,000 $19,001-$20,00 

$0- Sl7,000 $17,001-$18,000 $18,001-$19,000 $19,001-$20,000 $20 ,001-$21, 001 

$0- $18,000 $18,001-$19,000 $19,001-$20,000 $20,001-$21,000 $21,001-$22 ,00( 
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• EXHIBIT 2 

lNlTIAL MAXIMlM M:Nl'HLY ASSI&'TANCE 

MORTGAGE 
INTEREST 

RATE 

$100 $80 $60 $40 $20 

. 

0- ADJUSTED 
10.59% HOUSEHOLD $0- $10,000 $10,001- $11,000 $11,001-$12,000 $12,001- $13,000 $13,001-$14 ,0( 

INCOME 

10.60- ADJUSTED 
11. 0§% HOUSEHOLD $0- $11,000 $11, 001-$12 ,000 $12,001- $13,000 $13,001- $14,000 $,14,001-$15,0( 

INCOME 

11.10- ADJUSTED 
11.59% HOUSEHOLD $0-$12,000 $12,001- $13,000 $13 , 001-$14, 000 $14 ,001-$15 ,000 $15, 001-$16 , oc 

INCOME 

11.60- ADJUSTED 
12.00% HOUSEHOLD $0-$13,000 $13,001-$14,000 $14,001-$15,000 $15 , 001-$16 ,000 $16 ,001- $17 ,00 

INCOME 

It is necessai:y to propose a set of incare limits rather than one incare limit. Uncertain 
bond market conditions make it difficult to plan a program based on one incx:me limit. Tables 
l and 2 illustrate the tmcertainty of the bond market. These tables show the fluctuations 
in the Bond Buyer weekly 20 year revenue bond llldex for several time periods m the past 
year. The incx:me limit will be based on the interest rate charged to the nortgagor. 

The Agency took the incare adjust:Irents in 12 M:AR § 3. 002 (N) into acoount in the anaiysis 
l eading to a detennination that the nil.e establishing incare levels needed to be an-ended. 
The typical oousehold receiving a hare nortgage loan under the existing hJency program has 
$2,000 in deductions. Urrler 12 M:AR § 3. 002 (N) , such a oousehold typically receives a $750 
deduction for each adult ($1,500) and $500 for a child for a total of $2,000. Throughout 
this Staterrent of Need and Reasonableness both gross and cdjusted inccne will be given, 
although it is the level of crljusted incare which is being set in the amerrled nil.e. The 
difference in the bNo figures will always be $2,000 for the ?,ll'POses of the following anal
yses. 

Since 1978 house prices and interest rates have risen dramatically. Figure l shows the 
estimated change in rredian house price fran 1978 to 1981. This estimate is based on actual 
sales price data for 1978, 1979 and 1980 collected by the Minnesota Department of Revenue. 
A distribution of sales prices for 1981 was generated using a 12% rate of inflaticn and 
then a rredian sales price was calculated. 
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FIGURE 1 

PEOCENr 
1978 1981 awa 

Mel'ROPOLITAN ARFA ?51,000 $71,000 40% 

N:N ~ ARFA $37,000 $47,000 27% 

In 1978 the average interest rate on all hane nmtgages (FHA, VA and Conventional} was 
9. 56%. By July of 1981 it was 14.36%, a 50% increase. 

' In 1978 the Agency ~e 6.75% m::,rtgage loans. The Agency in 1981 will m::,st likely inpose 
a 12% interest rate.on its m::,rtgage loans. In 1978 a household in the metropolitan area 
with a 6.75% Agency m::,rtgage, IW' m::,nthly assistance of $75 and a gross annual incane of 
$13,500 could have afforded a $51,000 hane (then the median priced hane in the metropolitan 
area) • In 1981 that same household with a 12% Agency m::,rtgage would need $100 in rconthly 
assistance and a gross household incare of $20,000 to afford the same $51,000 oouse (by 
1981 only an estimated 20% of all sales in the metropolitan area will" fall below $51,000} . 

Table 3 shows oouse prices for 1975 through 1980 and projected for 1981 to 1982~ House prio 
have risen substantially since 1975 and will C'Ol'ltinue to ri:se in the inne:liate future. 
House prices have risen faster in the metropolitan area than in the nonmetropolitan areas 
in the State. By 1980 the median house price in the metropolitan area was 50% m::,re than the 
Jredian price in the nonmetropolitan areas of the State. 

The analysis of the data available to the Agency has led to a separate mcc:ue. limit for the 
metropolitan area and the nanmetropolitan areas of the St:ate. The Agency has established a 
dual incare limit because the data shcM a variation in inccmas . and house prices· sufficient 
that any single limit would either be too high in the nonmetropolitan areas or two low in 
the metropolitan area. 

The proposed i.ncare limits and arrounts of rconthly assistance will allow a household to pur
chase a $50,000 muse in the metropolitan area and a $40,000 house in nonrnetropolitan areas 
of the State. 



TABLE 1 

'IllE MNI'HLY OCID BUYER INDEX FOR 20 YEAR REVENUE~ fIOi 2(17(78 'ro 3/20/81. 
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TABIE2 

THE WEEKLY BCND BUYER INDEK FOR 20 YEM REVENUE ~ ~ . l0( J.0/80 'ro 4~4/81. /~---~---------·---- ------- - ----- ·--------
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-
MEDIAN IOJSE PRICES IN THE ME"rnOPOLITAN AREA FRCM 1975 - 1982 

1975 1976 1977 1978 -1979 1980 1981 1982 

$35,000 $38,000 $43,000 $51,000 $59,000 $63,000 $71,000 $79,000 

MEDIAN fi'.XJSE PRICES IN THE ~ AREA FRCM 1975 - 1982 

1975 1976 1977 1978 1979 1980 1981 1982 

$24,000 $28,000 $33,000 $37,000 $40,000 $41,000 $47,000 $53,000 

OOI'E: House prices for the years 1975 to 1980 are based on Certificates of Real Estate 
filed with the Department of Revenue. House prices for the years 1981 to 1982 were pro
jected using actual sales price data fran 1980. A 12% rate of inflatioo was assuned. 
NEM d.istribltiCl'lS of sales prices were generated and then the median prices were calculate: 




