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In its 1974 report, the Minnesota 
Housing finance Agency (MHFA) 
suied that the framework had been 
established for the Agency to make 
maximum use of the statutory powers 
provided in the Agency’s enabling 
legislation. These powers related pri­
marily to the deli vei y of mortgage and 
consurtter financing for the purchase, 
development aird rehabilitation of 
housing for low and nsoderate in­
come residents.

Ip 1975. the iiwst severe recession to 
hit the housing industry sirKe World 
War II had its effect on the Agency. 
High interest costs, high land and 
construction costs, and the impact of 
the reresf' in on the building industry 
itself, have combined to make it in­
creasingly difficult to establish the 
economic feasibility of proposed 
apartment developments. These fac­
tors have resulted in MHFA not 
deInrering financing in the volume 
anticipated during the year. Delays 
by the federal government in deliv­
ering new housing assistarKe pro­
grams also reduced the total volume 
of MHFA assisUnce which the Agen­

cy initially anticipated for the year.

In spite of those obstacles, it is clear 
that the operation of the Minnesota 
Ffousing Finance Agency during this 
past year softened the impact of the 
recession on the housing industry in 
Minnesota by assisting substantial 
numbers of low and moderate income 
persons and families

The ope.-ation of the Agency's Single 
Family Mortgage Loan Program pro­
vided financing for more than T.OOO 
families in their purchase of new 
homes. It is significant that more than 
®5 per cent of these families previous­
ly had rented, demonstrating the con­
tinued preference among Minneso­
tans for homeownership.

Agency financing has facilitated the 
development of more than 2.500 
apartment units. Commitments have 
been issued by the Agency which will 
result in the construction of at least 
3.000 more apartment units. The ef­
fective combination of federal hous­
ing assistance subsidies with Agency 
finattcing has resulted in a high de­
gree of economic integration in de­

velopments financed by MHFA.

A home improvement program was 
identified as a key objective by the 
Agency and the Minnesota State 
legislature in 1374. Thesale of $8.9mil- 
lion in bonds in 1975 enabled the 
Agency to pioneer in the develop­
ment of a state-assisted Home Im­
provement Loan Pro^am. More than 
800 Minnesota families have bene­
fited from this program and an addi­
tional 1.000 families will be assisted 
by the remaining funds avai'able from 
the bond sale. .Appropriated funds 
from the stale legislature will ailow 
tfic Agency to expand this program 
into assistance to lower in. ome fam­
ilies in the lorm of grants or very low 
interest rate loans.

Basic Homes, an experimental pro­
gram described in the 1974 report, 
has progressed to the point where, 
with the availability of mortgage in­
surance ar>d appropriated funds, the 
Agency and the private sector soon 
will be able to offer a wide range of 
homeownership options to families 
now priced out of the housing market.
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In F«^rudrv 197S. Virginia 
Rotar> Apdrtmr^ntv became 
the first MHF A apartment 
ixofpt t to be completed The 
proiecf ts owned by Virginia 
Rotary.Inc .andisrfn* 
only f MA-insured develop­
ment of MHIA

a
s

In 1974. the Agency reserved $5 mil­
lion lor long-term financing of a resi­
dential development for the mentally 
retarded, as an alternative to institu­
tionalized care. Commitments have 
been made in excess of $1 million for 
housing for more than 100 mentally 
retarded adults. Bonds amounting to 
over $750,000 have been sold to close 
mortgages, and applications are being 
completed for an additional 400 units 
requiring more than $4 million in 
mortgage funds.

Creative use of comT- nity develop­
ment block grants provided ihrougii 
the Department of i lousing and Urban 
Development, federal housing assis- 
tarKe subsidies and the unique capa­
cities of private and public elements 
of the hewsing delivery system in 
Minnesota have relieved the burden 
of inadequate housing for many peo­
ple. A continued commitment by the 
federal government to the objective 
of the 1949 Housing Act — to provide 
decent, safe and sanitary housing for 
people of all incomes — will be nec­
essary if we are to continue in this task. 
The objective must be combined with 
adequate administrative and f inaiKial 
resources and we are hopeful that the 
' ?ral government will be consis­
tent in these areas during 1976. With

this consistency, we are confident the 
Minnesota Housing Finance Agency 
will be able to continue its progres­
sive efforts as a strong partner in solv­
ing our housing problems.

It is apparent that financing difficul­
ties will continue to plague the hous­
ing industry during the coming year, 
severely reducing the ability of low 
and moderate income families to af­
ford adequate housing. We will con­
tinue to make every effort to raise 
capital so ;.1at \'v may pioneer new 
areas and expand existing programs 
which have proved to be beneficial to 
those individuals ar>d families. As we 
stated in 1974, so long as the Agency 
is able to demonstrate financial sta 
bility, we will continue to attract the 
necessary private capital for i.ivest- 
ment in our activities.

Respectfully submitted.

RICHARD R MIU£R 
Chsirmt^

‘' lAMtSf DIUCO^
-4^

fxecutive Oirtaor

DK,.fflber31. MTS

THE PUBLIC AND PRIVATE 
SECTOR WORKING TOGETHER
The Minnesota Housing Finance 
Agency (MHFA) in 1975 completed 
two years of operation, marked by sig­
nificant housing benefits for low and 
moderate income residents of Min­
nesota.

More importantly, by the ernf of two 
years of operation, the Agency httti 
clearly established its role in the hous­
ing delivery system of Minnesota to 
provide capital for f InatKing the de­
velopment. purchase and r^abilita- 
tion of housing in an economically 
integrated setting.

The capital is raised through the sale 
of tax-exempt revenue bonds to pri­
vate investors. The bonds are paid off 
from the proceeds of mortgage loans 
made by the Agency and are secured 
by the mortgages. To the extent that 
they are available, federal subsidies 
are used to reduce the interest rate to 
occupants, thereby providing assis­
tance to lower income groups.

One of the biggest challenges of the 
Agency has bran to successfully inter­
face its services and those of the 
housing system's private sector. By



working in concert with the existing 
housing delivery system, the Agency 
has avoided the expensive and lengthy 
process of establishing a totally self- 
contained inaneing system. Partici­
pation of the private sector has been 
notable over the two years of opera­
tion and has spawned many benefits 
which have bw passed on to loan 
recipients. For example, through pri­
vate lenders MHFA programs are 
reaching residents throughout the 
state, without the need to add sub­
stantially to the cost of a loan.

Those savings, as well as the savings 
resulting from the tax-exempt feature 
of the Agency's capital, are passed 
through to the low and moderate in­
come families who occupy MHFA 
housing.

Working within the existing housing 
delivery system does not mean that 
MHFA can deliver its financing under 
the same terms aixf conditions a' pri­
vate lenders. Statutory and constitu­
tional requirements obligate the 
Agency to operate and finance pro­
grams which are in direct response to 
a public need, while satisfying many 
requirements of public sector partici­
pation. Developers, borrowers, lend­

ers and others with whom the Agency 
participates have observed at times 
that those requirements of public sec­
tor participation add to the time and, 
on occasion, the cost of bringing a 
deal to fruition. The AgetKy is intent 
on minimizing time and costs, while 
operating in a manner consistent 
with the public and fiduciary respon­
sibilities of the Agency.

MHFA financing is provided through 
a variety of programs described in 
detail in the following sections. The 
three basic program areas — Home 
Improvement Loans, Homeownership 
Loans, and Apartment Development 
— have enabled the Agency to meet 
the housing needs of thousands of 
Minnesota lesidents. Future activity 
of the Agency will expand upon the 
program areas now established.

HOME IMPROVEMENT LOANS

In 1975, MHFA became the first state 
housing finance agency to introduce 
a home improvement loan program. 
Within a few months after its inaugu­
ration the program had benefited 
more than 800 families with an aver­
age loan of $4,000.

The income range among borrowers 
has been $4,000 to $16,000, which 
meets the program goal of making 
loan funds available to low and mod­
erate income homeowners for improve­
ment of their residential property.

Another goal of the program is to 
maximize participation by private and 
public entities capable of delivering 
home improvement loans. More than 
70 lenders participated in the Agen­
cy's first offering in this program.

Similar to the Homeownership Loan 
Program established the previous year, 
the Home improvement Loan Pro­
gram was intended vO establish a de­
livery system of loans through a state 
wide network of privat' lenders. 
Within the first few months, loans 
were available through participating 
institutions in all regions of the state.

Another objective of the program is 
to make loans available to homeown­
ers in need of reducing energy con­
sumption in their home' A large 
number of the loans weie granted to 
families who remodeled their homes
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A tdiniiv fn Duluth r4K.«*iv»Kl a home improvement 
Umo. granted m f Tjn»un« tjoo with the local hotornu 

authcMitv Inaddittonloa
e hit thetr 'sO-yejf -old home was tomptetely re­

wired ami the kit* hen remodeled with modern 
rons-enienre*

• I
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Ihis ti()-v(>Ar-old home is situated in a target urban 
renewal area m Duluth With a loanot $7.iS0. its 
ownefg added new - ding, windowv. roof and drxmc^r 
in ba( k. aosi uf^aded tlie plumbing
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in such energY<onsefving ways as re­
placing furnaces, wall heaters and 
boiler systems, storm doors and win­
dows. and installing insulation and 
weatherstripping.

All loans made under the program are 
for terms up to 12 years and are in­
sured under the U S. Department of 
Housing and Urban Development 
(HUD) FHA Title I Insurance Proram. 
The combination of the term and the 
Title I insurance results in a substan­
tial savings in interest costs for bor­
rowers. During 1975. the Agency pro­
vided these loans at a simple interest 
rate of 7 Vi percent.

The Home Improvement Loan Pro­
ram will reach txit to more Minne­
sotans in the future. When the state 
Legislature established the proram 
in 1974. it was viewed as a means of 
enhancing aruf preserving Minnesota's 
existing housing, which represents a 
valuable investment and resource 
and an inventory far too costly to re­
place The program calls for even­
tually provMing a total of S100 million 
in rehabilitation loans over a five-year 
period, enabling an estimated 25.000 
families to remain in their homes and 
to improve their value and condition.

In addition, expansion of the proram 
to lower-.ncome groups will be possi­
ble with the use of a f <8 million appro­
priation currently contained in the 
$40million bill p^ing in the Legisla­
ture. Thesefundswillbecombined 
with borrowed mortey raised through 
the saie of additional borKfs to make 
rants and to reduce interest rates on 
loans. Loans will be made at rates 
svhich are a direct reflection of the 
borrower's income tuid could be as 
low as 1 per cent

HOMEOWNERSHIP LOAN 
PROGRAM

Thousands of first-time home buyers 
have moved from rental units into 
their own homes during the last two 
years through the Agency's Home- 
ownership Proram.

The trend in Minnesota, as elsewhere, 
has been toward the dewlopment of 
more re<ital than single-family units 
because of increased costs of land, 
construction, financing and mainte­
nance of a home The Homeownership 
Loan Proram. however, has enabled 
Minnesota to maintain its rank as a 
state with one of the hipest ratios of 
homeownership by easing financing 
cost for moderate income families.

Since the Homeownership Loan Pro­
ram began. $80 million has been pro­
vided to home buyers at interest rates 
of bVt per cent. 8 per cent and 814 
per cent. Loans up to $36,000 each, 
all FHA insured or VA guaranteed, 
have been made for terms up to 30 
years. The typical family receiving a 
loan through the Agency has an in­
come of slightly over $11,000 and is 
moving from a rental situation into a 
home.

Typically, the tax-exempt nature of 
MHFA bonds allows the Agency to 
secure capital and provide financing 
at rates which are about 2 per cent 
below the market when the Agency 
bonds are sold. Agency activity in the 
homeownership loan area, however, 
will generally be at its peak when 
mortgage money is not readily avail­
able in the private sector and is high 
in cost. This spread may narrow, there­
fore. as mortgage rates drop during 
the period before delivery of mort­
gages to the Agency.

Since, as a matter of policy, the 
Agency has not established a direct 
lending program for homeownership 
loans, their availability is dependent 
on the cooperation of other lenders. 
Morn than 80 different lenders have
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Lucked in a grobbing rf^idential Atea of the
Norihwood .^paft^ ent protect mi lode$ tm> buitd- 
ingN lor lamth one of townhousA'it and orte
of with a total ul unit>

New Koniec along MilwaidLee Ave were deMgned to 
bler>d wfth the hotr^n neighborhood m Minneapolo 
Ihe 12limnhouM-$ in the pro|«Ht r«*pla<eddeteri- 
triiteil homi*s whiih were too co'tfy toiepair
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Summil Sqiarf. a fimlly ap»mTwnt dmrriopmem with 77units, iMituatw)on ih* bluffj of Duluth over- 
IcolongLakeSupeiioi rhea{Mnnienu«eanurk«tMtedn«lopn<entlocal«finanurhanrenowalatea

originated loanj for Agency purchase, 
resulting in statawide accessibility to 
Agency loans. All loans are serviced 
either by the originating lender or by 
another experienced private insti­
tution.

Future Agency activity in Homeown- 
ership Loans should include expais- 
sion to non-federally insured loans, 
statewide availability of Basic Home 
loans and condominium financing. 
The Basic Homes Program, in parti­
cular. offers the promise of providing 
low-cost, "no frill" homes to moder­
ate income families in rural areas.

As more families are priced out of 
homeownerrhip. national trends 
toward reduced amenity housing will 
soon be reflected in housing develop­
ment patterns in Minnesota. The Ba­
sic Homes Program is designed to 
anticipate that trend.

APARTMENT DEVELOP^'.ENT
Permanent Financing
MHFA provided interim and perma­
nent financing for 25 apartment de­
velopments with more than 2,531 
uni's. Some of these are completed: 
others are just getting under way.

More than half the units are financed 
through the federal Section 8 Rental 
Assistance fh-ogram, which provides 
direct subsidies to low-income renters 
based on the median income of a 
county. Although economic integra­
tion is an Agency objective in provid­
ing long-term financing for apartment 
development, it is recognized that 
not all developments lend themselves 
to partial subsidy. As a result, each 
application for apart sent financing 
is carefully analyzed to determine 
whether subsidy coverage will en­
hance the development's long-range 
success.

6
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The Agency's review process encour­
ages the development of »n eermom- 
kally sounrf project which satisfies 
local, st'te and federal requirements 
in providing housing for low and mod­
erate income people. Particular at­
tention is paid to site selection, archi­
tectural planning, marketing and 
project management.

Future Plam
The apartment development financ­
ing program offers the Agency an op­
portunity to address a wide variety of 
ST i needs which exist in the state.

. smaller towns, lor example, con­
version of an obsolete but sound struc­
ture may offer an ideally situated site 
at less cost than construf ting a new 
building. Also, smaller communities 
may be served by the Agency by in­
cluding sites from several neighbor­
ing communities under one mortgage. 
To facilitate such programs, the Agen­
cy will be expanding its relationships 
with private lersders who have the

capacity to participate in mortgage fi­
nancing in small communities.

These are a few of the programs the 
Agency seeks to develop during the 
coming year. Projections indicate that 
between 2,000 arid 3.000 units could 
be developed with Agency financing 
in the next 12 months.

Comtruction Loans
The increased cost of short-term bor­
rowing in the last two years ds-ring the 
construction period of apartment de­
velopments has threatened the feasi­
bility of many low and moderate in­
come housing proposals receiving 
permanent financing from the fe^al 
government.

The Minnesota Housing Finance 
Agency, in an effort to assure con­
struction. has provided financing be­
low the market rate for these construc­
tion loans. Through the purchase of a 
participation interest in the construc­

tion loan, the Agency is able to pro­
vide this financing in tandem with the 
private lender who originated the 
loan. Because of thehigh level of se­
curity obtained from the guaranteed 
permanent financing of the develcg)- 
ment. notes can be sold at rates which 
allow the construction loan to be 
made at the same interest rate as the 
permanent financing.

Under this arrangement. 24 develop­
ments with 2,153 units of housing are 
in various stages of completion. The 
majority of the developments are fed­
erally subsidized to permit occupancy 
by lower income fami lies. These de­
velopments are spread geographically 
throughout the state, in urban and 
suburban areas and in small towns.

Heavy demand for this financing is ex­
pected as a result of past successof 
the tandem plan, leading to the possi­
bility of an estimated $60 million in 
FHA loans currently pending in 
Minnesota.
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rvltun M»noi lo pruv ide$ (lO families with
the (onvenienceiirf^rtmenr living AlargeoutS'de 
recraiAtKMUil is priAided ior vounger residents

T he HfvariiTieni dev eiofimeiit at 2 Kk.) Bidomingtcm m 
Minneapuliv tv one ol the lew buildings in the t ountiy 
cfc signed e« luvivelv lorhandiLappedot i upamv 
Rampv. an elevator, cuvlom-built kiK hens, wide door­
ways and spet lal security and lire alarm vvvtems are 
among the spe« <ai design features The building is 
owned by the United HarHitiapped I ederation
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Buih on Ih** b4nk5> o# !he VU$- 
si«ipp4. Rivmiik* AfMrtments 
prcA (‘Idc^K ff^idenli with 
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u dp** around St Ctood When 
fhe weather li nice, many resi­
dents entov stroHing down to 
thenvertofish
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The < txninunit>- room at River­
side IS spaciously designed tor 
lounging card piaymgand 
chatting AnadH>iningparty 
room IS used toi spec ial 
OC.C astons

DCVIiORMtWT
Clearyvood*
Country Village*
Archer T^ights 
Douglas M«k>«*
£astyiew*
Franklinlane’
Archer Heights 
Mountainview*
Plymouth Avenue 
yxjth falls*
BroMfway Apartments*
Hampden Square*
ITopkins Plara 
Lakeside Manor 
LeSuetir Apartments*
P^ Rapids Apartments*
Windom Apartments*
Booth Manor 
Bethel Manor 
RC Square 
Rochester Villa*
Briarhill- 
Wilder Square 
Wilder. Inc.
TOTAL-24 protects

* Oersotes loan has been paid oH

APARTMENT ENVELOPMENT 
Comtniction PartkipatuMi loam

LOCATION UNITS
St Cloud 86
Redwood Fails 60
Minnetor^a 172
lan.herton 24
Eveleth 48
Anoka 66
MatMewood 166
Oetr^ ■ skes 52
A ; oil* 140
im ional Fails 60
Crookston 60
St Paul 66
Hopkins 102
Chisholm 46
leSueor 40
Park Rapid* 48
Windom 52
Minneapolis 157
Alexandria 63
Marshall 66
Rochester 126
Eden Prairie 130
St Paul 136
St Paul 163

2.153

MORTCAGi
AMOUNT

S 1.152.900
726.210 

2.736.360
332.730
6/b.330
a92.aoo

2 494.440
609.210 

2.432.680
738.630
789.750

1.351.710
2.827.690

725.040
482.940
629.010
598.590

3,035.160
929,880
805.450

1.796.670
2.215.900
2.271.780
2,869920

$34,124,260
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PCVtU)»MtWT
Atic« NettvN Tower
(elderfv h^h-rhe apartnwmi)
Battcy Ap^cmenu 
(eldcdv apartmertU)
BirchwoodEast 
(famrtv garden apartments)
Bladcduck/i
(cWeHy apartmems)
Centennial Apartmems* 
(eldertv mid^ apartme b)
Centennial Plaza*
(dderty apartments)
Channel Vm>w
(ekMy apartments, family (owmhouses)
Eveleth Elderty 
(etderly igsamnents)
Falfwav Woods
(family garden apartments)
Findley Place Townhouses*
(farndy townhouses)
CaHeriaTowvn 
(hifh'nse apartments)
Oemvood Housing*
(eldefly apartments)
Ham r Manor
(elderty apartments)
Hillsdale Apartmenu*
(family garden igsartments)
Labor Retreat*
(elderty higlwne apartments)
Matdiews Pvk Townhouses* 
(family townhouses)
MearsParfc 
(mid-nse apartments)
Park View Terrai..e Apartment.* 
(^derty high rise apartment)
Rkhfteld Seniors Housing 
(elderty hich rise apartmenUj
Robbins Landing**
(elderty high-rise apartments)
Sauk Rapids Housing
(el nts. fvnity townhouses)
Southwew > partmenis 
(family garden apartments)
West 7th Leased Housmg 
(etderly f^-rise apartments)

(family | 
wm

U)

(fai
pe

ached apartments)

TOTAL-ISP.xPlecU 
* Commitment appmeed 

** Under construction

ATARTMENT DEVEtOTMENT 
Egymaiygnt finwicing

(FeasRsitity Apfvoved)

LOCATION
Virginia

Bagley

VRfiida

luveme

LeOtfter

AftiertLea

Eveleth

Winona

Minneipolis

St. Paul

Oenwood

Harmony

9 Paul

Minneapolis

Mimwapolu

ft. Paul 
Moorhead 
Richfield 
Robbinsdale 
Sauk Rapids 
Hibbing 
ft. Paul 
Hibbing 
Cdnt Prairie

TOTAL
UMTS

156

»
60

30

54

40

110

50

111

09

186

48

20

216

77

24

323

121

150

m
91

144

123

100

16B

2,531

SKTIONg
UMTS

156

30

12

30

54

40

80

50

22

89

0

48

20

43

77

24

45

121

150

110

71

43

123

30

166

1.636

MORTCACC
AMOUNT

5 3,593.377

646,235

1.220.700 
661ASS

1.200.195

695.613

2.508.714

1.220.700 
2,500.000(«st.) 
2,240.228 
6.473,927

909,263

419,2a

4.947,522

1664,321

633.715

7.568.246

2.761.7:9

3,444.416

2.541.220

2.066,749

3,096,542

2,670.727

2.0S3.372

3.609.946

561.750.331
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Dover HiU m Ck^den V^fley wa« 
among the first subsidised nous* 
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Itssubu'^h. l(s234cn<t5housea 
mik of families and senior citi­
zens Dover ffilt has the hipest 
degree of economic mtegraiion 
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— from $50 per month rent for some 
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MINNESOTA HOUSING FINANCE AGENCY 

BALANCE SHEET
lune 30, 1975 with comparMiv« combined total for )une 30. 1974

■ ■ <•
♦

ASSETS
Ckwernment National Mortgage Association (CNMA) 

mortgage-backed securities 
Construction mortgage loans 
Permanent mortgage loans 
Less unearned discounts
Temporary investments in United States Government and 

bank obligations (Note 3)
Interest receivable 
Cash (overdraft) (Note 3)
Furniture and fixtures, at cost, less accumulated depreciation 

of $2,290 in 1975 and $477 in 1974 
Deferred financing costs, net 
Inter-fund accounts

ToUl assets

LIABILITIES AND FUND BALANCES
Bonds payable, amounts maturing in one year:

1975, $550,000: 1974, $295,000 (Note 4)
Notes payable, amrxints maturing in one year:

1975, $15,000,000; 1974, $24,000,000 (Noic 5)
Accrued interest payable 
Accounts pay'*'le

Toial liabilities

Fund balances:
Unappropriated balances 
Appropriated balances:

Reserve for potential loan losses
Resersre for debt service and bond redemption premiums

Total fund balances
Total liabilities artd fund balances

T- ■

< I H12.

s;i2.n(*l i107't.01S , 9,5I‘»,7*3 3.57fi,«.!e
' 3n,H79 'm.

121 hll] , 6.1 ii W.'t-I,’ ■h««2ilK

i ITXI.ors 111)0.0781 -
>K22,24‘) - Sl.iXXlIKJd $!l.(')«8,^. '$18:750 80

'* " .*.'8 " '3l014-.«:«J, 445

78!. i2'.

i.ixri.ooo

I.OiKI.OOO

■»

* ,'-7(£^I25 ' i,i)(.)0.«*)

^ : r.- ■
74.im aiM.'.«<■»

''.fe.

74 098 - - 204.%5
$822.2'F1 $4,0(¥I,(XX) $:(1,0N6.‘92« ' S15.75(),H05
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ISING FINANCE AGENCY

combmed toul for fune 30, 1974

m 1974

ComiNncd
Toul

Memorandum
Only

, i

, 1<IWJ57)

“11.1.57- . ^ 
.U.01M*21 
15.524,(lft4

■ (3fW,-57j

$11,470,833
9.839,191

‘t.:!l'»,77,i 3.57fi.MO
ni.ft?') ■39«.285 > •

.itihU'.r m

iiKmys! - ‘ $15 ?so,ao-'.

1.421 ,,>49 40,(M1 71?
,188 814 ^128,141

,.4,57^ '■ _ U'.87i,

170 889 ' 1H189«>

.$11.2’)8,‘»()7 ,$'i5,7»4 977

A '

%.17,> «M » 
*'1 222.(1(9
t '9,-!97 141

l'>.8'2 
154 589 ■

Siy.'ll 9K.

7*.

I, -•.■*

37,018,192
398,444
120.072

7,575
79,782

$58.934,0OT

■■-9*' r' , i*.' '■
,W0(4feit*1.- . .:15.(I0(I^|() ' . : ,

- - ;;<:545 «4!a1 . ,
-a.-flSlTic “i;

29,7!l5.(lf«i 51.970,(1(10 81(>''(W)

11.014,«,ta • '-15,545,840

7i098 204.*«.5:

74,098 1. -aw.%S

$,n.nft8,rj28 $15,750,805

.^58 t.'«27» 7 'I.WOtO^

; :io.m:B2/' 5t'i7§.o,w'"
. -

.,>550,^,

44 V 15i • 40i.‘M- »•' 1«*)«(,qo

'568,725 568 725

1,0]2(M10 40i947

$11 2^(8.907 $55,7«0.97-

f;5(A~25

11477,415 
$135 741 916

30.0u0.000

24,000,000 
2.161.116 

17 750

56,178.866

1.186,498

1.000.000
568.725

1.568,725

2.755,223

$58,934,089
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REVENUES
Interest income on GNMA securities and mortsage and 

construction loans 
Mortsage purchase discounts 
tee income
income (interest and gains and losses, net) on temporary 

investments (Note 6)
Miscellaneous income

Total revenues

STATEMENT OF REVENUES, 
IN FUND BALANCES

for the year ended lune 30, 1975 with comparative

$>(W.W2

74M'' 
162. 72H

. 825.807

1.12

t

SI 113.941

1,0!".,'<16

85,612 2,349 897

EXPENSES
Interest expense
Aniortization of deferred finarKing costs 
Professional and other contracted services 
Salaries
General and administrative expenses 

Total expenses

Revenues over (under) expenses 
Unappropriated fund balances, beginning of yenr 
Appropriation from State of Minnesota 
Appiopriations of fund balances:

To reserve for potential loan losses 
To reserve for debt service and bornl redemption premiums 

Inter-fund transfers:
Transfer of surplus anKSunts of investment earnings to 

Housing Development Fund 
To Single Family Housing Program Funds (Note 6)
Other

Unappropriaterf furgl balances, end of year 
Appropriated fund balance, beginning of year 
Transfers from unappropriated fund balance 
Appropriated fund balance, ersd of year

Total fund balances, end of year

u

%

■ 136124

880 249

<54,442i , 
274 1154

1.85S 418'

■-V, ' T|855 4'iff74.

8V^ - • ■ 494.459-
• ■ ■ • ■ 604,922 ' «

V ft-?
S' •>'.e

1,47«OHt' 
' (t.dixl.ixjli 

«’5.612

. ^ . V fl.ll25 28 41-

(85.6,12)
781,123 i.(»8

,1,000.1100

■4784. Cl W 41 (XX) (MW ' 474.098



EXPENSES AND CHANCES

combined total far the veer ended )une 30. 1974

1974

'11,741

IKI.IIfi

SiiO.'U •
24,2l:t ' ■ 24.214

' 7bQjio

i'll e '' %,i>51,9S5 V. -Hp-WlXiO 
r . . ■ . : ' 162,72»

2;27?;214 ,2.212 900 9,004 151

Combined
Tout

Memomdum
Only

$279,578

464.519

3.160.C90

3,903.987

1 (m.7n,

1 t>4h,7i<:, 
204

rt>52.K| 2,760.059 7.314.516
, , ■ ' 27,151 4,).‘»H0 d 71,1,11 •'

-W lot 5.914 ' . 406.flJ9: - iV.
.. • ■ ■■ ■ ■ ' ' ■ T«>. ;i24 ' ■

. . ■ ' ' . , •„ 15.1.109

■ ; . 1689,58^ ■ 2.809,1151 ■ 8,281.959. ’

588,631
5>2;

(597.0581 ' . , -722.192
•• ■ T|«6.4‘W

'7,: i . 14537^

•ill*..
- -3 '

■K •, i

52fi4.y..-

: 441:155 
■" ‘ -5iiB,725„

’ ,, 5(.>«#25 
11,01'? oflo

402,.947 1,908.690 
r.568,725

$402 947

1*568,725 '•5'
9

$1 477.415

2.023.339
22.718

109,877
91,913
32.895

2,280,742

1,623,245
131.978

1,000,000

(1.000.000) 
(568 725)

1.186.498

1.568.725

1.568.725 
$2,755,223

M
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NOTES TO FINANCIAL STATEMENTS

1. AUTHORIZING LEGISLATION AND FUNDS:
AUTHORIZIfK: UCISIATION:
The MinnMota Housing finance Agency i: a public body 
corporate and politic created in 1971 by an Act of the 
Minnesota Legislature. The Agency was established to 
facilitate the construction and rehabilitation of housing 
projects for families of low and moderate income by pro­
viding for mortgage loans, development loans and tech­
nic rl assistance to (Qualified housing sponsors to be used 
for such construction and rehabilitation. The Agency is 
authorized to issue bonds and other obligations to fulfill 
its corporate purposes up to an aggregate amount of 
$600,000,000. Amounts so issued shall not be deemed to 
constitute a debt of the State of Minnesota or any 
political subdivision thereof.

rUNDS:
The following describes the funds maintained by the 
Agency, all of which conform with the authorizing legis­
lation and bond aiKf note resolutions.
Housing Development Fund:
This fuixf, established by the enabling legislation, was 
initially funded in 1971 by a $2S0,000 appropriation from 
the State of Minnesota. Funding on an on-going basis is 
derived principally from loan origination and other fees, 
allowable transfers from other funds or groups of ac­
counts, and investment income. Authorized activities of 
this fund include the following:

• to provide temporary loans to "nonprofit" sponsors 
to defray development costs;

• to make planning pants to l^al communities;
• to make rehabilitation grants and expenditures for 

correction of residential housing defects; and,
• to pay general and administrative expenses and 

other costs and expenses not payable by other furds 
or groups of accounts of the Agency.

The assets of the fund are pledged as collateral for the 
payment of principal and interest on ail bonds and notes 
of the Agency.
Appropriated Debt Service Reserve Fund:
In 1974, the state legislature appropriated $1,000,000 to 
originate an Agency reserve fund for the security of 
bonds and notes to be issued for the purpose of providing 
funds for residential rehabilitation loans. No bonds or 
notes had been issued for such pxjrpose at June 30, 1975.
In August. 1975, the Agency issued $8,985,000 principal 
amount of Home Improvement Bonds (See Note 8). 
Construction loan Fund:
This fund, established under the Con4ruction Loan 
Notes Resolution, adopted in 1973, is prescribed for 
accounting for the proceeds from the sz le of the Notes 
and for the construction loans disbursed from such pro­
ceeds The resolution imposes the following restrictions:

• advances on construction loans must be insured by 
the Federal Ftousing Administration; and,

• excess funds n. v y be invested in direct obligations of 
the United States or interest-bearing bank time

1$ deposits.

Multi-Family Mortgage Loan Fund:
This fund, established under the Multi-Family Ftousing 
Bond Anticipation Note Resolution adopted July 12. 
1974, is prescribed for accounting for the process from 
the sale of Multi-Family Housing Bond Anticipation 
Notes. Activities of the fund are, in general, limited to 
the following:

• to provide interim financing for multi-family hous­
ing projects scheduled to be permanently finv.. ^ed 
by the Agency through a sub^uent sale of bonds; 
and.

• to invest excess funds in securities which are direct 
obligations of or are guaranteed as to the payment 
of principal and interest by the United States or 
interest-tearing bank time teposits.

CNMA Program Funds:
These funds, established under the CNMA Bond Resolu­
tion adopted in 1973, are prescribed for accounting for 
the proceeds from the sale of the Housing Finance Bonds, 
dat^ September 1,1973. the debt service requirements 
of the bond indebtedness, and the reserve for possible 
bond redemption premiums. Activities of theK funds 
are, in general, limited to the following;

• to invest in Government National Mortgage Associ­
ation (CNMA) mortgage-backed securities;

• to invest excess funds in (a) securities which are 
general obligations of the United States or obliga­
tions which are guaranteed by the United States; 
(b) temporary debits in interest-tearing bank time 
deposits;

• to pay interest, principal and redemption premiums 
at or prior to maturity or redemption;

• to transfer surplus amounts of investment earnings 
to the Housing Development Fund.

Single Family Housing Program Funds:
These funds, established under the Single Family Hous­
ing IVogram Bond Resolution adopted September 19. 
1974. ate prescribed for accounting for the proceeds 
from the sale of the Single Family Housing Bonds and the 
debt service requirements of the (>ond indebtedness. 
Activities of these funds are. in ^neral. limited to the 
folio: -ng:

• to make or purchase mortgage loans secured by eli­
gible mort^ges on single family residential housing 
made to finance the construction, rehabilitation 
and ownership of such housing, and insured by the 
Federal Housing Administration or guaranteed by 
the Veterans Administration;

• to invest excess funds in (a) direct and general obli­
gations of the United States or any of its states; 
(b) obligations which are guaranteed by the United 
States; (c) obligations of any Agency or instrumen­
tality of the United States; (d) obligations which are 
fully secured by contracts with the United States; 
(e) interest-tearing bank time deposits;

• to pay interest, principal and redemption premiums 
at or prior to maturity or redemption; ard,

• to transfer surplus amounts of investment earnings 
to the Housing Development Fund



2. ACCOUNTiNC POLICIES;
The following it a summary of the significant accounting 
policies j^iiecf in the preparation of these statements. 
The policies conform to that stinulated in the authorizing 
legislation and bond and other obligation resolutions.
BASIS OF ACCOUNTINC:
The A^rtcy follows the accrual basis of accounting. 
INVESTMENTS;
Permaiiertt im/estments in CNMA Program securities are 
carried at cost. Construction and permarsent mortgage 
loans are recorded as amounts are disbursed. Temporary 
investmeiTts are carried at the lower of cost or marfcet.
Market value of temporary investments, by fund, at June 
30, 197S was as follows:

Housing Development Fund S 712,000
Appropriated Debt Service Reserve Fund 1,093,726
Construction Loan Fund 9,366,787
MuKi-Family Mortgage Loan Fund 3,873,893
CNMA Provam Funds 1,421,409
Single Family Housing Program Funds 40,041,737

$56,509,552
FEES:
Fees collected for the purpose of reimbursing the Hous­
ing Development Fund for costs incurred in developing 
and implementing the programs of the Agency and for 
other specific services are recorded as irKome in the 
period received FinarK ing fees collected for the purpose 
of reimbursing the Housing Development Fund for moni­
toring the multi-family projects during the interim con­
struction period are ck^red and recorded as income 
over the respective construction period of the multi­
family project on the straight-line method.
MORTCACE PURCHASE DISCOUNTS:
Single Family Housing Program mortgages are purchased 
at a discount from face value. The mortgage purchase 
discounts are being amortized ratably over the estimated 
average term (15 years) of the related mortgage.
PROVISION FOR POSSIBLE LOAN LOSSES:
A provision tor possible loan losses will be made through 
charges against operations based on a periodic evalua­
tion of the loan portfolio. Acti-al losses that may occur 
will be charged against such valuation reserves. Nu pro­
visions were considered necessary at June 30. 1975.
DEFERRED FINANCING COSTS:
Costs of issuing bonds and other obligations of the 
Agency are amortized over the life of the issue.

3. RESTRICTED ASSETS:
Certain assets of the funds are designated for special 
purposes as set forth in various bond and note resolu­
tions. Cash and tengiorary investments restricted under 
boTKf and note resolutions at June 30, 1975 were as 
follows:
Appropriated Debt Service Reserve Fund 

Restricted for debt service $1.(XIO.OOO
CNMA Program i unds 

Restricted for debt service and bond 
redemption premiums $ 568,725

Single Family Housing Program Funds
Restricted for:

Debt Service Reserve $3,948,000
Mortgage reserve 200,000

$4,148,000

4. BONDS PAYABLE:
Bones payable consist of:

Interest 
Rates(a)

CNMA Program
Furufs:

Serial bonds, ma­
turing in sched­
uled annual 
amounts ranging 
from $550,000 5.75%
fo$1.240,000 to8%
Term bonds, sub­
ject to redemp­
tion on or after 
September 1,
1978 at prices 
ranging from XU 
to 100 5.25%
Tenn bonds, sub­
ject to redemp­
tion on or after 
September 1,
1978 at prices 
ranging from 102 
to 100 5.70%

Maturity
Date

Aggregate
Principal
Arrmunt

Sep 1,1975 
to

Mar 1.1983 $ 8,280,000

Sep1.1?33 4.935.000

Sep 1,2004 16.«0,000
$29,705.000
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4.f BONOS PAYABLE, rontinued:

The assets of the funds ate pledgtKl as collateral for the 
payment of principal arnf intereit on the bonds. The 
reserve for debt service and bond redemption premiums 
must be maintained at a level equal to one and one-half 
times the aggregate amount of the premium that would 
be required for the redemption of bonds if they were 
redeemed at the earliest possible date.

7% to 
10%

Sep 1.1976 
to

Sep 1.1984

Interest Maturity
Rates (a) Date

Single Family 
Housing Program 
Funds:
Serial bonds, ma­
turing in sched­
uled annual 
amounts ranging 
from $605,000 
to $2,185,000. 
subiect to re­
demption in 
whole or in part 
on or after Sep­
tember 1. 1979 
at prices ranging 
from 101-1/4 
to 100 
Term bonds, ma­
turing in sched­
uled annual 
amounts ranging 
from $1,325,000 
to $1,805,000, 
subtcct to full re­
demption on or 
after September 1,
19R2atprices Sepl.1985
r.aniing tram to
101-1/^ to 10O 7.20% Sep 1.1969
Term bonds, ma­
turing in sched­
uled annual 
amounts ranging 
from $1,610,000 
to $1,620,000. 
subject to full le- 
dernption on or 
after September 1.
1986at prices Sep 1.1990
ranging from to
101-1/2to100 7.40% Sep1,1994

Aggregate
Principal
Amount

$15,710,000

7,940,000

Term bonds, ma­
turing in sched­
uled annual 
amounts ranging 
from $1,630,000 
to $2,570,000, 
subject to full re­
demption on or 
after September 1, 
196 ;prices 
ranging from 
103 to 100 7.75%

Sep 1,1955 
to

Sep1,2006 22,250,000
$53,970,000

(a) Interest is payable semiannually.
The income and assets of the funds art- pledged for the 
payrmnt of principal and interest on the bonds. A debt 
service reserve fund has been established from the prt>- 
ceeds of the borKfs, and must be maintained from reve­
nues of the program in excess of current debt service 
requirements, and from the Housing Development Fund, 
if necessary, in an amount at ail times equal to the future 
average annual debt service requirements of each series 
of outstanding bonds issued for the program (see Note 3). 
A mortgage reserve fund is also to be accumulated from 
revenues of the program in excess of current debt service 
and debt service reserve requirements, up to a level 
equal to a percentage of the principal amount of the 
bc^s of each series outstanding from time to time, 
itKreasing from 1/2 of 1% to 2% in the first five years of 
the term of each series, and dropping to 1-1/2% in the 
10th ye, r and to 1/2 of 1% in the 10th from the last year. 
The mortgage reserve fund is appropriated for debt ser­
vice (before the debt service reserve fund), for payment 
of bond redemption premiums, and for reimbursement 
of the expense of the lost revenues from ctetaulted 
mortgag-'s.

5. NOTES PAYABLE: 

Notes payable consist cf:

Interest
Rates

Maturrty
Date

Aggregate
Principal
Amount

Construction 
Loan FutKf: 

Series 2 
Series 3

6.87% Oct 1,1975 $15,000,000 
6.58% Oct 1.1976 15.000.000

8,070,000 $30,000,000
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The asMKs of the fund are pledged ai coiUteral for the 
payment of principal and interest on the notes. Interest 
on Series 2 is payable at maturity and on Series 3 is 
payable semiannually.

Interest
Rates

Aggregate 
Maturity Principal

Date Amount
Multi-Family 
Mortgage Loan 
Fund:

Series 1 7.75% |ul11.1976 $15,000,000

The assets of (he fund are pledged as collateral for the 
payrr>ent of principal and interest on the notes. Interest is 
payable semiannually.

6. INCOME ON TEMPORARY INVESTMENTS;

Income on temporary investments for the year ended 
June 30. 1975, of the Single Family Housing Program 
Funds includes losses of approximately $900,000 from 
market declines. In anticipation of such market declines, 
$1,000.(X)0 was transferred in March 1975 from the

Agency’s Housing Development Fund to the Single 
Family Housing Program Funds.

7. COMMITMENTS:

At June 30,1975, the Agency was committed to fa) pro­
vide the remaining balance on interim construction 
mortgage loans aggregating approximately $2,563,000;
(b) provide mortgage financing on multi-family mort­
gage loans agpegating approximately $4,228,000; and,
(c) purchase single family mortgage pools aggregating 
approximately $34,456,000.

8. SUBSEQUENT EVENT;

In August 1975, the AgetKy issued $8,985,000 principal 
amount of Home Improvement Bonds. The process 
from the issue will be used to make or purchase loans for 
the rehabilitation of existing residential housing. The 
bonds bear interest at rates ranging from 6% to 7-1/2%, 
payable setniannually, and mature in scheduled annual 
installments from February 1. 1977 to February 1, 1988.

AUDITOR'S REPORT

To the Chairman and Members of the 
Mirtnesot * Housing Finance AgetKy
We have examined the balance sheet comprising the 
various funds of the Minnesota Housing finance Agency 
as of Jur?e 30, 1975 and the related statements of reve­
nues. expenses and changes in fund balances for the

In our opinion, the aforementioned finaiKial statements 
prtsent fairly the financial position of the various funds 
^ the Minnesota Housing Finance Agency at June 30, 
1975 and the results of their operations for the year then 

year then ended. Our examination was made in accor- ended in conformity with generally accepted accounting 
darKe with generally acceiHed auditing standards, and principles applied on a basis consistent with that of the
accordingly included such tests of the accounting rec­
ords and such other auditing procedures as we consid- 
&ed necessary in the circumstaiKes.

preceding year.

coomsaiviaAND
Ctrtified Public Accountants

oih. t
Atatust 1975
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MINNESOTA HOUSING FINANCE AGENCY MEMBERS

RICHAROR. MILLER, Chairman-Term expires January 1, REV. LAWRENCE C. GAVIN. Member-Term expires
1979— Alderman. City of Minneapolis January 1,1980— Pastor. Church of St. Edward. Austin
PETER L. VANOERPOEL, Vice Chairman-State PUnning DEMETRIUSG. JELATIS. Member-Term expires
Director-St. Paul 
ROBERT W. MATTSON, Secretary-Stale Auditor- 
St. Paul
BERNARDO. CARLSON, Member—Term expires 
January 1,1977 —Retired Legislator—Cloquet

January 1.1977—Mayor, City of Red Wing 
JAMES JOHNSON, Member—Term expires January 1, 
1978—Director of Public Affairs, Dayton-Hudson 
Corporation—Minneapolis
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