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PRELUDE TO QUALITY HOUSING
■•tow.llw ■ad adafaiMnlhr* Maff of Hw ol dw MHFA. Fal H«ff of Nei««rMiMa Natfamd Buk
AcoKy ami wMh ............... of Mm ondtfwrMm of Mlnoo^oHs, aad Shmic Pagh. MHFA MfaoinMnUvc

Mm fint mIc of Mm Agiacy boadi to ■MMUat. town right CSydr E. PnaMc, MHFA
nto* SM MiOioa for hoM«ewiMT«h>p Ioum. Lower left, . duinaui Oeft); and Gerald W. ChriaMaaon, vke
p^cn arc aigBcd for Mm ftaal poechaM of Mm chaiiBiaii and itale plaaniag director; receive the check
CovcmOMOl NaMonai Mortgl«e Aawxiatioa (GNMA) forMtetaleof Mw bonds for Mm GNMA progran from
■ccnritica which gnaranlecd the ortginal $30 million 
fnadia^ Left to right are Owen Carlson of Banco 
Mortgage Company, Steven W. Oxberry, depnly director

Tom Caine and Robert Hale represenUag the nnder- 
wrilcts, Paine, Webber, jackson A Cortis.
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WENDELL R. ANDERSON 

OOVCRMOR

Statk ok Minnknota
ornc'K >K c><»vkw^«»r

ST. PAri. rwi.'w

TO FELLOW CITIZENS OF MINNESOTA:
The submission of this, the first annual report of the 
Minnesota Housing Financ’ Agency, represents one of 
the proudest moments of my Administration.

Four years ago, in a message to the 1971 Session of the 
Minnesota Legislature. I identified the establishment of 
the Housing Finance Agency as the keystone of a 
legislative package designed to increase the capacity of 
the State of Minnesota to meet its commitment to assure 
decent, safe sanitary housing for its citizens

Since that time, the passage of more than ten housing- 
related laws and the provision of significant real estate 
tax relief have placed us among the Nation's leaders in 
pioviding that housing assistance.

This report describes the impressive accomplishments 
of the Minnesota Housing Finance Agency. The future 
bolds even greater promise. The Agency's Homeowner- 
ship loan program will make the purchase of a home a 
reality for many families.

Next year, the Agency's Home improvement loan and 
grant programs ivill make it possible for more families 
to stay in their homes Apartment development and the

use of new federal subsidy programs will be actively 
pursued. The Agency's experimental Basic Homes 
program will provide an alternative to the mobile home 
for rural families.

We intend to do more We must continue to encourage 
the federal government to match Minnesota's commit­
ment. The provision of decent housing must not become 
a victim of federal budget ruts. The Federal Reserve 
Board must be made to recognize the serious inflationary 
impact of high interest rates on housing costs, and we 
must continue to move aggressively at the state level to 
proc ide the needed variety of services in the 
housing area.

We look to the past with a feeling of genuine accom- 
plishmen* We look to the future dete.-mined to meet our 
commitment to help make dec nt housing a re.'lity for 
all of our citizens.

Sincerely,

Wendell R. Anderson

December 1. 1974
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1974 PROGRESS REPORT
Four years ag ’ Governor Wendell R. Anderson called on 
the Stale Legislature to lake some b<Tld initiatives to 
assure adequate quality housing for persons of all income 
groups throughout the State. Legislation establishing the 
Miniicsola Housing Finance Agency was passed in 1971 
during the peak of federal assistance in this area.

No expert in the housing field, however, could have 
anticipated the abrupt hall of federal involvement, or the 
dramatic changes in the housing market which resulted, 
or the •• werument's inability to control escalating prices 
in a time of decreased production.

Through the creative use of governmental powers, 
however, slates like Minnesota have developed the 
capacity to soften the impac: of the vagaries of federal 
polici*;.;. While not capable of duplH'ating the deep level 
of federal subsidies necessary to brinr housing within 
the reach of very low income families, stale- '‘an have a 
substantive impact on the supply of housing and capital 
fo*- housing through the sale of tax exempt Iwnds.

Likewise, the combination of state and federal powers 
can result in significant improvement in the ways in 
which housing assistance is provided.

Dering this past year, we believe that we have 
established the framework within which we can provide 
access to quality living environments to all Minnesotans.

The priKess has not been without its difficulties and 
frustrations Ambivalence on the part of various federal 
departments to this application of "New Federalism" and 
to the assumption of greater responsibilities on the part 
of state government has frustrated our progress. The 
scarcity of capital and the high demand for its use have 
affected our ability to sell bonds and have dnven up our 
borrowing costs as well as those of conventional lenders.

Our ability to meet the needs of lower income families 
has been restricted by the reluctance of the U.S. Depart­
ment of Housing and Urban Development (MUD) to 
spend appropriated dollars to provide subsidies.



Nevertheless, we feel a strong sen'/e of accomplishment 
from our activities during the year. Wc have successfully 
marketed our bonds at lelalivelv favorable interest rates. 
We have made it possible for over 1,250 Minnesota 
families to purchase homes. We have demonstrated the 
feasibility of implementing and marketing apartment 
developments oriented to a wide range of income groups.

Wc have provided construction financing without 
which nearly 2,000 units of subs-dized housing could not 
have been built. And we have demonstrated the capacity 
to finance without federal mortgage insurance.

11 these things have been atvomplished within the 
context of improving the existing housing delive / 
s.stem 'n Minnesota through maximum use of the 
skills V'hich already exist and have developed over a 
long period of time

It is our belief, however, that the partnership of the 
state and federal governments is not, by itself, enougii 
to improve the way in which housing i-. provided for ^ur
citizens. That p..... .».rship must be extended to local and
regional units of government and to our partners in rhe 
private sector. Effective relationships have been forged 
with the Regional Development Commissions. We have 
established relationships wb’’ over 100 private lending 
institutions in our Homeownership Program, which 
relies both on the existing capacity of these institutions to 
prcKess mortgage loan applications and on their poten­
tial to be of service to a wider zange of income groups.
We feel this represents creative use oi governmental 
programs and we are committed to continue.

While feeling u sense of pride and accomplishment in 
our record, we know that much remains to be done. 
Access to our assistance must be expanded to assure that 
individuals from all areas of the state w ho nerd 
assistance have the opportunity to benefit from our 
activities. The needs of various population groups- 
including the handicapped and the developmentally 
disabled, the Indian Reservations, the elderly, the very 
low income and the rural population — must be more 
fully addressed. Ways must be found to direct available 
assistance from the state and federal government to 
those areas most in need and identified by regional 
planning bodies as targets for production. Effective 
partnerships with liKal units of government must be 
solidified. And we must assure the efficient use of federal 
subsidies which l»ecome available

In terms of specific program objectives, the Ageno' 
anticipates high level of aclivity during the coming 
year. The I ‘ome Improvement loan and grant programs 
wdl commence, with commitments to finance 3.0(X) to 
5,(XX) u?>its during the year. An additional 5.000 to 
6,000 apartment development units should begin 
* onstr.iction with our financing. The Homeownership 
loan pnigMm should be expanded to provide financing 
for conventional and privately insured mortgages as well 
as those insured or guaranteed by the federal 
government. In recognition of changing life styles and 
the continuing need to conserve energy and natural 
restnirces, the Agency m ;st establish a me* hanism to 
finance condominiums as well as free-standing single 
family homes. At the same time, the Agency must 
continue to move aggressively to identify gaps in the 
existing system for delivering housing vnd find the 
means tr fill these gaps.

*!l these th ngs ?.Te possible to the extent that the 
Agency jcmams financially strong and able lo attract 
tha necessary private capital investment through its 
bond sales. This tact must remain an essential ingredient 
in evaluating our capacity to move in these areas of need. 
We are optimistic !hat innovations will remain possible 
witiiin this context.

Respectfully submitted.

r
CLYDE E. PEMBLE 
Chairman

JAMES F. DLL'GOSCH 
Executive Director

December I. 1974
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Homeownership
Mrs. Morrn' Owycr and her two sons. 
Tom and Tim. in front of their West 
Minnehaha Parhvau home in Minne- 
apohs which was purchased with the 
help of the Minnesota Housing f inance

Agencv Beiow are three other repre~ 
sentative houses in the Minneapolis/ 
St. Paul area and outstate Minnesota 
which benefited from MHFA mortgages.
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Minnesota ranks third in the Nation in the ratio of 
homeuwnership among its families. In 1970, about 74 
per cent of all housing units in the state were owner- 
occupied. Since that time, over 60 per cent of all newly 
constructed units have been rental units. The reasons for 
this shift are complex and varied.

Limited natural resources and the need for conser­
vation of energy, for example, increase the need to 
provide more efticient housing. The primary cause, 
however, is the increased cost of housing resulting from 
increases in land, construction, utility and interest costs. 
Clearly, large numbers of Minnesota families are being 
denied the realization of their desire for homeownership 
because of these factors.

In August of 1973, fhe Housing Finance Agenev moved 
to increase the opportunity for families of moderate 
income £o purchase homes. Basically, the Agency utilizes 
its status as a governmental agency to secure capital from 
private investors through the sale of tax exempt bonds. 
These bonds represent debts of the .Agency, and not of 
fhe State of Minnesota, sc the credit of the State is not 
impaired. The bonds are paid off from the proceeds of 
mortgage loans made by the Agency i he mortgages 
represent the security pledged to the purchasers of the 
bonds Proceeds of the loans are also sufficient to 
establish reserves and to pay Agency operating expenses. 
Consequently, the operation of the Agency does not 
require State appropriations.

Agency borrowing costs are directly affected by the 
quality of the mortgages pledged for security. Therefore, 
in order to pass along the maximum savings to the 
eventual home buyer, the Agency must take care in 
structuring that security. The Agency's 1973 home- 
ownership loan issue was unique in the nation in that 
respect. TTie basic security was represented by 
Government National Mortgage Association (GNMA) 
securities purchased from private institutions and 
backed by mortgages made to qualifying families under 
Agency established terms and conditions at an interest 
rate of per cert.

This program provided $.30 million in new mortgages 
to more than 1.250 families throughout the state Over 
'50 of the loans were made to families buying homes 
outside the seven-county Twin City area. The loans were 
made thmugh seven lending institutions. This program 
provided the basis by which the Agency was able to 
expand the number of parficipating institutions and to 
increase the accessibility of its programs.
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In l'J74, the Agency issued bonds to provide an 
additional $50 million in bHA or VA insured home 
mortgages By this time, *he Agency was able to attract 
over 100 lenders to make application for commitments in 
excess of $114 million. While bond market conditions 
didn't allow acceptance of all applications, 83 lenders — 
more than half of them from outstate areas-were given 
commitments.

Following the issuance of commitments and the 
execution of purchase agreements, these institutions will 
process individual loan applications and provide badly 
needed new money to a severely depressed housing
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market. Upon closing the mortgage, the loan is assigned 
to the Agency, and the private lender provides the 
servicing. Families with adjusted gross incomes of up 
to $16.0(W can qualify for the purchase of homes v/ith 
values of up to 536,000.

The continued slump in the housing market with its 
attendant inflationary impact will result in a continued 
need for the Agency to carry out this program. Expansion 
to ccnvenMonal and privately insured loans will increase 
the Age: . s capacity to provide this assistance and will 
attract additional institutions to the program.

The Agency also will be exploring ways to provide 
financing for condominiums and other alternative types 
of homeownership. At the same time, the development 
of an effective home improvement loan program will 
make it possible for more people to stay in their current 
homes, improve the quality of life in older neigh­
borhoods, and avoid the necessity for more substantial 
public investments in the form of future urban renewal 
activities.
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Apartment Development
>4mi’s irom thiT MHt A !< Apartment Dr- 
relopmt'Ht program. Child rri at play in 
a south Minneapolis complex, one view 
of the Clearwood Apartments at St. 
Cloud and its playf^round facilities; and 
Ml IF A Chairman Pemhie presides at 
j(round-breakin}( for a TiCunit apart- 
mfnt devclopirteni fc- the handuapped. 
To hr hy the United Handicapped 
Federation, the facility. located in a 
Minneapolis urban renewal area, re­
ceived a 23b HUD/FHA subsidy, the 
firs* such use of 23b funds in Minnesota.

Vavancy rates in housing available tor ren' in 
Minnesota have nevei been partivularly high. This past 
year, however, has seen a detiine in the number of 
new units coming on the rental market. This has resulted 
»n a substantial decline in vacancies to a turnover rate of 
nearly 3 per cent, increased competition for available 
units, and severe inflationary pressure on rental rates.

rhe primary cause of the slowdown in rental 
construction has been the restrictive cr* ht policy of 
the Federal Reserve This has resulted m record high 
construction financing costs, making many developers 
shelve plans for new developments because of an inability 
to recapture these high finam ing costs within existing 
rent structures. As is so often the case, families of K’w 
and moderate incomes are most severely affected by the 
lack of available units. Rural areas are also seriously 
damaged. The lack of housing in these areas has led to 
out*migraf:on .»nd h is created a reluctance of many 
industries to lovate in areas without an adequate supply 
of housing for employees.

During this past year, the Mousing Finance Agency 
has established the capabilitv to achieve a high level of 
quality d velv^pment of rental housing. The Agency 
adopted a 14-point set of project selection criteria, 
c \*>igned to assure that Jevelopn.ents selected for 
financing will meet a broad range of public purposes. 
These include Ih** assurance of ts^tial employment and 
housing opportunity, avoidance of tiverconcentration 
of luwer income families, coordination with local and 
regional planning objectives, avoidance of adverse 
er.-'ironmental impact, provision of assistance on a 
statewide basis, and consistency with statutory and 
legislative mandates.

F.ach development .s subjected to an intense review of 
its economic feasibility, including cost evaluation, market 
comparability, market, and rental ecom«mics. Cniy after 
the .^gency is fully satisfied will commitments for 
permanent financing be issued. The .Agency has 
provided construction financing for a large number of 
developments, with and without an .Agency commitment 
for permanent financing.
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Corstructlon Loans
The short supply and high cost of construction financing 
threatened the feasibility of 22 new lederally subsidized 
ap.?i1mer.t devHopments The Agenev. through the 
sale of sliort term notes and the purchase of 90 per ivnl 
interest in the construction loans from private lenders, 
jrrovided the financing at rates which were sufficiently 
low to allow these developments to proceed. All the 
developments are receiving permanent financing from 
the Government National Mortgage Association. 
Construction loans totalling over $28 million will finance 
nearly 1.9tX) urits through this program. The Agency 
recently s<ild notes to provide construction financing 
for an additional $10 million in construction costs under 
this program. Once the developments are completed and 
occupied, the Agency will be rei: ibursed for its loans 
and will recapture an equivaleni amount of bonding 
authority.
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277.625
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715.269 
982.786 
486.900 

1 268.780 
1.375.506

Permanent Financing
The Age.icy is providing both construction and 
permanent financing for I f additional apartment 
developments, nine of which are receiving at least partial 
federal subsidies. These developments will provide 
704 new housing units at a total cost of 515,67.1,745.

The developments are located throughout the state. In 
each case the new units will provide significant relief 
to a depressed housing market. A wide variety of 
needs are being met, including units speciallv designed 
for the handicapped, for the elderly and for families.

Wherever market conditions permit, the Agency 
combines market rate units with units receiving 
subsidies. At the same time, subsidies are provided at 
varying levels, thereby creating opportunities for the 
integration of a full range of income groups. In this way. 
It is expected that overconcentralion of lower income 
tamilies can be avoided. To further enhance this 
economic integration. Agency regulations permit up to 
25 per cent of the units in any development financed 
by the Agency to be occupied by families whose incomes 
exceed Agency established limits.

Projects currentiv being tinanced with Agency 
commitments for the permanent mortgage range in size 
from a 12-unil development in Minneapolis to 2.54-unit 
development located in a pl.inned residential 
development area in Golden Valley. The small 
deveic ent in Minneapolis is being sponsored by a 
project area committee in an urban renewal area and is 
an atiempt to demonstrate the feasibilitv of building 
architecturally compatible structures in a neighborhiHid 
consisting primarily of historical older homes

Other developments being financed are being 
sponsored by the United Handicapped FeuVration in 
Minneapoli.s, church or fraternal related organizations 
in Niirthfield, St. Cloud and Virginia, and by a 
community based non-profit organization in Duluth. 
Non-profit groups are used as catalysts to initiate the 
development and to provide management services during 
occupancy. In all cases, except for the Duluth project, 
the developments will be owned by limited dividend 
entities which will attract strong general partners, who 
will then syndicate the developments to a variety of 
limited partners
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Shovels Awsj!
Cround-hrfaling for Basic Homes mojels 
al Bae''v dm- a numher of shovel- 
wteiuing . ■ -a/s Uff to right. Richard 
Pearson, executive director. Headwaters 
Regional Development Commission: 
Gary Nicol. .MHM staff: Albert Garden, 
Clearwater county commissioner: Al

Monico. chairman of the Headwaters 
Commission: Earl Swenson, mayor of 
Bagley: Douglas St. Oiigi. slate'repre­
sentative from Beniidfi: Roger Moe. stale 
senator from Ada: and lack Sorenson, 
MHEA staff.

An experimental program launched in five northwestern 
counties by the Minnesota Housing Finance Agency 
holds potential for delivering low cost, acceptable new 
homes for thousands of families in often neglected 
rural areas.

Minnesota is one of seven governmental units selected 
nationally fiom a field of more fh..ii 100 agencies !o 
participate in the program, funded under a granf from

‘ . i.a

mss. : \
architri't s rendfrin of a Basic Homes model contrasts 

w:th rural homes illustrative of those the program ts de- 
si^rteJ to rephet. 4 testgn hy Inter Design. Inc.

J

A

the U.S. Department of Housing and Urban Development. 
Minnesota’s program is the only one located in north 
central states.

Based on preferences and needs determined from 
low income user studies, the Basic Homes program offers 
new home ownership to rural families now forced to 
live in subsfandard quarters Purchase of a Basic Home 
carries no income resfrictioiis.

A Basic Home is designed as a dwelling unit that 
is structurally sound and provides minimum requisites 
such as plumbing, hot ind cold running water and 
electncl’.y. Design iha acteristics are those which 
research determined vill be acceptable to the greatest 
percentage of low incoue families.

Buyers have a choice of several unifs, all designed 
for maximum flexibiliC/. Models range from 340 square 
feet in floor space forar efficiency unit to 1,040 square 
feet for a five bedroom home. Flexibility advantages, 
besides the material facility options of the house 
itself, include buyer deft .mination of site and financing. 
The present policy is to i void building homes as part 
of subdivisions.

Prices for these homes vill be substantially lower 
than other new homes buii' today and will be competitive 
with cost of mobile homes.

Groundbreaking leremonit ■ for five model basic 
homes, four in Bagley and one in ."ark Rapids, were held 
in October. They are scheduled to be finished and 
open for inspection by interested buyer early in It '5.

Preliminary forecasts call for the construction and 
sale of up to 200 units during 197.3 in the five selec'ed 
Mississippi River headwaters counties - Beltrami. 
Hubbard, Clearwater, Mahnomen and Lake of the Woods.
If this initial phase of th-* program :s successful, the 
agency infends to expand it to the entire state.

Besides fulfilling the need for upgrading rural living 
standards, the Basic Homes program also holds 
significant potential for sfrengthening the economy in 
target areas. Sub-contractors will be local firms, thus 
stimulating employment and enabling workers to 
develop new skills.



MINNESOTA HOUSING FINANCE AGENCY
BALANCE SHEET
June 30.1974 and 1973

!

im V-

^•1

tr6e

:if

>5SI

S':
197»

•^SSKSm JSSS&it: <Su‘ "wr*

li MortgiO* AMOclalion

t
(0IMA) e«i% moftgagi^aehMl •NurttlM

Conttrurtion mortgag* loaiw........................

Temporwv In^ertmantt In •hort-toim
'^i

.gyii^eig

>*•
,*■

"sssr^rrK?^^ .. :|
Accrued Interest receivable.................

uM^mt mmim V0n.ni,

mCaih ...........................................

Deferred debt Isauance costa.............. •. ■ ■
Inter-fund accounts

Total aaaeta .

........................................ ■

fcf

.-“.M
-'mm- ‘m

• ‘ L. 
S'. liMP)

■i:

- vK

♦10.664 'i

r.’ Me6..^
Si

I
•4

!!!_] $147.068 -i'

y-m/-
NoM^OIa. mMiring on Novandier 1,1674

Bonds payable. $2654X10 maturing wittAi 
one yew (Note 9 .

.r.

i
\T.
1‘.
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Accounts payaUe
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Fund balance:

Unappropriated balance 
Reserve lor potential loan losses

>■ Reserve lor debt service and bond 
redemption premiums (Note 3)

i.

t

-'5

% 16.084

- ^ ^iB^iii "•'lioMii' , - vm

15.084 /JV vT i *

.-v m
1S1.878 ■r

s.
k; ‘J 131,976

$147,062

- ‘

Total fund balance 
Total UabHIIlea and fimd balances
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MINNESOTA HOUSING FINANCE AGENCY 
STATEMENT OF REVENUES, EXPENSES AND 
CHANGES IN FUND BALANCES 
for the years ended June 30,1974 and 1973
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NOTES TO FINANCIAL STATEMENTS 
June 30,1974
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are general obligaKons of the United States or obliga­
tions which are guaranteed by the United States; b) tem­
porary deposits in interes.-bearing bank time deposits;AUTHORIZING UGISLATION:

The Minnesota Housing Finance Agency is a public body • to pay interest, principal and redemption premiums at
by an Act of the or prior to maturity or redemotion:corporate and politic created in 1971 

Minnesota Legislature. Tue Agency was establislied 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
nical assistance to qualified housing sponsors to be used

or prior to maturity or redemption;
• to transfer surplus amounts of investment earnings to 

the Housing t>evelopment Fund, which sums may be 
used by the Agency for any lawful purpose.

Construction Loan Fund:
This fund, established under the Construction Loan Notes, „ ...u _______ ______ j ™ Tu- , nis lunu, esiaousnea unuer ine c.on5trucnon Loan ivotcs

its corporate purpose up to an aggregate amount 
$600,0004)00. Amounts so issued shall not be deemed to 
constitute a debt of the State of Minnesota or any political 
subdivisicm thereof.
FUNDS:
The following describes the funds maintained by the 
Agency, all of which conform with the authorizing legis­
lation and bond aivd rrote resolutions. Prior to July 1,1973, 
the Housing Development Fund was (he only Agency fund 
in operation.
Housii^ Developmeot Fond;

construction loans disbursed from such proceeds. The 
resolution imposes the following restrictions:
• advances on construction loans must be insured by the 

Federal Housing Administration;
• excess funds may only be invested in direct obligations 

of the United States or interest-bearing bank time 
deposits.

Debt Reserve Fond:
In 1974, the state legislature appropriated $1,0004)00 to 
originate an Agency reserve fund for the security of bonds 
and notes to be issued for the purpose of proi: Hng funds 

This fund, esublished by ll.e enabling legislation, was fof residential rehabilitation loans. At June 30, 1974, no
initially funded in 1971 by a S7''04)0f- appropriation from 
the State of Minnesota. Funding on an on-going basis is 
derived principally from loan origination and other fees, 
allowable transfers from 'ther funds or groups of accounts, 
and investmer.t income. Authorized activities of this fund 
include the following:
• to provide temporary loans to "noirprofit" 5p,msors tr 

defray development costs;
• to make planning grants to local communities;
• to make rehabilitation grants and expenditures for 

correction of residential housing defects;
• to pay general and administrative expenses and o!'"->r 

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

Bond Fond:
This fund established under the Housing Finance Bond 
Resolution adopted August 23, 1973, is prescribed for ac­
counting for the proceeds from the sale of the Housing 
Finance Bonds, the debt service requirements of the bond 
indebtedness, and the reserve for possible bond redemp­
tion premiums Activities of this fund are, in general, 
limited to the following:
• »o invest in Government National Mortgage AsstKiafion 

(CNMAt mortgage-backed securities or, pending such 
purchases; a) temporary investment in securities which

bonds or notes liad been issued for such purpose.

The following is a summary of the rignificant accounting 
policies applied in the pre|iaralion ->f these statements. 
The policies conform ti. tlia! stipulated in the authoriZi,.g 
legis'ation and bond and otiier obiigahen resolutions. 
The .Agency 'r-llows the accrual basis of accounting. 
Investments in GNMA securities are carried at amortized 
cost. Construction mortgage loans ate recorded as amounts 
are disbursed. Temporary investments of the Agency are 
carried at cost, except for debt service account investments 
which are carried at the lower of cost or par value. Market 
value of short-term investments at June 30, 1974 was as 
follows:

Housing Development Fund S 139,857
Debt Reserve Fund 1,011,075
Construction Loan Fund 15,280,535
Bond Fund 20.653,531

$37,104,998
Costs of issuing bonds and other obligations of the Agency 
are amortized over the life of the issue.
Commitment fee and servicecharge fee income is recorded 
in the period assessed and the asstKiated administrative 
costs are expensed as incurred. Financing fees, collected
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for the purpo-x; of funding reserves for debt rervice and 
redemption premiums on debt obligations, are recorded 
as income in the period assessed. Premiums paid on such 
redemptions, if any, will be charped to expense when 
ituuncrd.
A provision for possible loan losses will be made through 
charges against operations based on a periodic evaluation 
of the loan portfolio. Actual losses that may occur will be 
charged against such valuation reserves. No provisions 
were considered necessary at June 30,1974,

At June .30, 1974 bonds payable consisted of:

Serial bonds, maturing in 
scheduled annual amounts 
ranging from i295d)00 
to $1,240,000 

Term bonds, subiect to 
redemption on or after 
September 1, 1978 at 
prices ranging from 
lot to lOO't

Term bonds, subject to 
redemption on or after 
September 1, 1983 at 
prices ranging from 
102 to lOOSl

RaM
Malwi9
Dan

aSK'rsatePriacied

Sep. 1,1974 
to

S.TM* Mar. 1,1983 $ 8,575,000

5,25* Sep. 1.1983 4,935d)00

5.70* Sep. 1.2004
$30,000,000

The aggregate effective interest rate for the year ended 
June 3C, 1974 was 5.86* and the effective interest rat.' 
over the life of the issue is 5.71%. Interest is payable sem> -

annually. The assets of the Bond Fund are pledged as col­
lateral for the payment of principal and interest on the 
bonds. The reserve for debt service and bond redemptior. 
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 redeem^ ai the earliest possible date.

The notes mature on November 1, 1974 and bear interest 
at an annual rate of 4.41%, with interest payable at matur­
ity. The assets of the Construction Loan Fund are pledged 
as collateral for the payment of principal and interest on 
the notes.

As of June 30, 1974 the Agency was committed to purchase 
6V4% GNMA securities aggregating $18,564,782 and to 
provide additional construction mortgage loans aggre­
gating $16,475,260 bearing 7% interest. In addition, the 
Agency was committed or had conditional loan commit­
ments outstanding to provide interim and permanent 
financing on mortgage loans aggregating $15,197318, at 
interest rates not yet determined.

In August 1974, the Agency issued $15,000,000 p.incipal 
amount of Housing Bond Anticipation Notes. The funds 
will be used for interim financing of multi-family housing 
projects scheduled to be permaneritly financed by the 
Agency through a later sale of bonds. The notes bear in­
terest of 73i%, payable semiannually and mature on 
July 11,1975.

To the Chairman and Members of the 
Minnesota Housing Finance Agency:

We have examined the balance sheet comprising the various funds of the Minnesota Housing Finance Agency as of 
June .30, 1974 and 1973, and the related statements of revenues, expenses and changes in fund balance.s for the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the financial position of the various funds of 
the Minnesota Housing Finance Agency at June .30, 1974 and 19/3, and the results of operations for the year, then ended in 
conformity with generally accepted accounting principles applied on a consistent basis.

Minneapolis, MinnesoUi 
.August 2,1974

Coopers 4c Lybrand
Cerh/ifJ Public Accounlaitlf
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DEMEIBIUS G. JELATIS, Meaibcr-Terai capiice 
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