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I. THE MINNESOTA HOUSING FINANCE AGENCY - AN INTRODUCTION

P-

The Minnesota Housing Finance Agency mbs established by the 1971 
Session of the Minnesota Legislature for the purpose of facilitating the 
construction and rehabilitation of housing for families of low and moder­
ate Income. This Is accomplished through the sale of tax exempt revenue 
bonds at reduced rates of Interest which provides Interim and permanent 
financing to eligible borrowers at below market Interest rates. Tnese 
cost savings In Interest charges are passed on to the eventual tenant or 
home bMyer In the form of lower monthly housing cost. The Agency Is pri­
marily concerned with Increasing the availability of housing for lower 
Income families by combining Its Interest reduction with federal subsidies 
to bring housing costs to a level affordable by a wide range of Income 
groups.

The bonds and notes soli by the Agency to generate tne capital to 
allow It to make mortgage ^oans under Its operating programs are not 
secured by a pledge of the State's credit. These bonds and notes repre­
sent debts of Che Agency and not of the State of Minnesota. They are 
se.'ired by the mortgages on the properties being financed with the pro- 
ceets of the sale of tnese bonds and notes. The repayment on the mort­
gage ^oans by the oorrower alsr provides sufficient revenue from which 
the Agency can cover Its operating costs This eliminates the need for 
State appropriations to pay Agency operating costs.

no of January 1. 1975, the htmtesoca Housing Finance Agency had pro­
vided financing f«- developing or mortg^ig'.jg over 6,000 dwelling units. 
Total mortgage c.<Mn1tments, as of that date, airounted to $125 million. 
F1na'»«-<ng Is provided In fcu» P'^lraary progr'-* ore s:

1. Homeuwnership Imp Program - Through the sale of cownltments
to private lending Institutions, the Agency has established re­
lationships with 84 private lenders, including banks, saving^ 
and loan associations, and mortgage finance companies. These 
Institutions are making loans to qualified borrowers and then 
delivering the loans to the Agei'.cy for purchase while the In­
stitution retains the servicing. Presently, the Agency Is 
providing financing under Its Homeownership Loan Program only 
for mortgages which are Insured by the Federal Hoi'slng Admini­
stration or guaranteed by the Veterans Administration. The 
Agency Is currently planning on expanding ti.1» program to In­
clude conventional and privately Insured loans.

2. ^artanent Development Program - This program Is described In 
detail in this Handbook.

3. Construction Loan Program - Under this program, the Agency 
provides Interim financing for apartment developments for 
which the permanent financing Is prcvided under terms of a 
commitment by GNMA. The Agency, generally, provides 901 of 
the financing charing the construction period with a private 
Institution providing the remaining 101 under terms of a 
Participation Agreement executed with the Agency.

I - 1 4/75



4. Howe i 
terms

Bcrovmwt i^n Progrw - This program, authorized under 
of legislation adopted by the 1974 Session of the Minnesota.egl

State Legislature, will provide a taeans of delivering low costLegl
Title I Insured home laprovement loans to low and moderate Income 
fMlIles. These loans will be at variable Interest rates depend­
ing the Income of the borrower. This program will begin full 
operation during the latter part of 1975.

In addition to the provision of financing, the Agency provides techni­
cal assistance to potential housing sponsors and engages In research and 
development for alternative means for delivering low cost, affordable and 
acceptable housing to lower income families. The Agency Is currently en­
gaged. for example. In an experimental program designed to provide a low 
cost basic home as an alternative to substandard living accommodations cur­
rently being experienced by the majority of low Income rural families. Tne 
Agency win be engaging In similar typ«* of research activities during the 
ccmiing years.

TIk. programs of the Housing Finance Agercy. along with Its financial 
statement for Fiscal Year 1974. are described In considerable detail in 
the Agency's 1974 Annual Report, a copy of which Is available without charge.

n
-I
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II. APARTICNT DEVELOPMENT PROGR/W

A. INTRODUCTION

The Agency's Apertment Development Program Is essentially a financing 
plan, it Is made possible by the Minnesota Housing finance Agency Law of 
1971 pursuant to which mortgage loans are made for private construction of 
multi-family housing for persons and families who meet the Agency's Income 
eligibility limits. The housing Is privately designed, constructed, owned 
and managed. MiFA provides both the Interim and permanent mortgage financ­
ing.

The Apartment Development Program h'S characteristics of both federal 
and conventional financing programs. " :> Chapter will describe some of
the basic features.

The first section - - The Apartment Develowiwnt PmqraL 
- - Is an effort to provide a brief overview of the Program, 
specific sections follow.

In a Nutshell 
The other more

II - 1



B. THE APARTTCNT DEVELOPMEirr PR06RAM IN A NUTSHELL

Under the Agency's Aperfent Development Program, both non-profit and 
limited profit 1/ developers can recelva aortqage loans. Limited profit 
developers can obtain 901 mortgages, and non-profit groups 1001 mortgages. 
The permanent mortgage Is generally for a term or 40 years.

The loans are made directly by the Agency. Agency financing fees are 
mortgaged, and annual fees are Included In the annual operating budMts. 
thus, there are no points or discounts payable. The financing fee (21 
of mortgage amount) and the annual fee (approximately 1/21 of mortgage 
amount) are used to cover the Agency's operating costs. 2/ Application and 
commitment fees (i15 per unit for each) are credited toward the total fi­
nancing fee. (See WFA Fees, Page IV - 5 & 6.)

The Agency generates the funds for the Apartment Development Program 
through Its sale of tax-exempt notes and bonds. At present, the Agency's 
statutory bonding capacity stands at $600,000,000, of which $100,000,000 
Is eanaarked fDr rehabilitation loans. To date, approx1mu.e1y $130,000,000 
of the total has been either coemrttted, or tentatively reserved, under all 
of the Ageficy's mortgage loan programs (I.e. Homeownership loans, FHA-ln- 
sured Apartment loans, and direct uninsured Apartment Development loans).

Construction financing Is normally provided by the sale of one to two 
year notes. The Interest rate on the Agency's notes Is dependent upon mar­
ket co.tdltlons at the time of sale. During 1973 and 1974, the rate on the 
notes has varied between 4.411 and 7.751.

.>td)sequent ^ the coii|)1et1on of consrnictlon, long term bonds are sold 
to provide the permanviit financing. It Is anticipated t!;d» .fOnd: will be 
sold at an Interest rate beh -r» IX and 22 below tnat of conventional sour­
ces of r«.. estate financing. The timing of bond sales will be dependent 
upon market conditions, y

The Agency's goal In issuing notes and bonds Is to raise funds at mini­
mum cost for use In making mortgage loans. The savings on the notes and 
bon<h are then passed on to developers by lower Interest rates on the mort­
gage loans; with developers paying lower Interest rates, tenants pay lower

Profit motivated developers (as opposed to non-profit sponsors) are 
called "limited profit” or "limited dividend" because their annual 
cash flow Is currently limited to a maximum of 41 of "book equity" 
of, simply, "equity"* Since "equity" does not represent cash Invest­
ed, the percent return on cash Invested Is frequently greater than 41. 
(See Profit Potential, Page II - 26.)
These fees amy be Increased for developments with a small t...!gber of 
apartimnts.
Although long term bonds are normally sold after the completion of 
construction, the Agency may consider sale at an earlier time. Such 
an early sale might be especially prudait when short term rates are 
unusually high — as they were (hiring the latter part of 1974.
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rents. Money raised tnrough sale of the Agency's debt securities Is avail­
able for re-lending to developers at an Interest cost that the Agency pays 
on Its bonds plus the Agency's annual fee (currently set at 1/21).

MHFA financing through tax-exempt securities generates Interest savings 
In both the Interim and permanent financing because of the difference In cost 
between tax-exempt and conventional borrowings. Although they fluctuate de­
pending on conventional Interest rate fluctuations, these MHFA savings can 
result In a reduction In monthly rent of as much as $40 per unit per month. 
Depending on family size and location, the lower cost tsx-exempt financing 
can generate rents marketable to families with annual adjusted gross Incomes 
— In rough numbers — of between $8,000 and $16,000. These Income ranges 
are subject to periodic revision as wage, and construction end operating 
cost levels change. In addition, up to 251 of the units In a development, 
subject to Agency approval, may be rented to families above this Income range.

Developments financed by the Agency are also eligible to receive federal 
subsidy assistance payments. When IfIFA financing Is combined with the federal 
Section 8 Program, families with Incomes — In rough number: — between $2,000 
and $14,000 can be assisted, depending on family size and geographical loca­
tion. Thus, the Income levels capable of being served by housing financed 
under the Apartment Development Program can be extremely varied.

Because developments should be attractive to a broad range of Income 
levels, the Agency requires that some of the savings Inherent In MHFA financ­
ing be used, wl,ere appropriate to provide Increased housing quality anc 
higher amenity levels. So... the amenities which should be considered In­
clude: large room sizes, carpeting, extra ha'f baths In larger apartments,
and various community and recreational facilities.

Tl ... are no specific per unit cor,otruct1on cost or mort'”“'ie limitations 
unde- the MHFA Program. However, there are Income limits. t*irA ,<K:ome t£ 
apply on a portion of all MHFA financed developments. (See Page li - 7.)
Tiiese income limits tend to keep development costs withi the general cost 
parareters associated with the middle range of the unassisted housing market. 
Federal Income limits apply on those portions of developments receiving Sec­
tion 8 assistance. (See Page 11-7 and Exhibit B In Section VIII.)

Although MHFA financed developments are eligible for federally assisted 
Section 8 funds, there is no FHA mortgage insurance Involved. MHFA makes 
site inspections, determines feasibility, reviews and processes plans, makes 
commitments. Inspects construction and administers the federal assistance pay­
ments in cooperation with the federal government.

The Apartment Development Progrmn has been designed to attract private 
developers to the low and moderate Income housing field. Several aspects of 
the Program should be particularly Important to prospective developers. De- 
vel(^>ments financed by MHFA are capable of reaching a housing market made up 
of a broad range of Income levels. Financing Is available and direct. There 
Is no "shopping" for money. All construction and permanent loan funds are 
provided by the Agency. Loan processing Is flexible. (See Page II - 24,
Some Key Financial Characteristics, which provides some comparisons and con­
trasts with conventional and FHA financing.)
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In addition. Investment In developments financed by MHFA offers attrac­
tive profit potential. Although developers are limited under the Program to 
a maximum annual return on "equity" of 4X 4/ the actual "cash Invested" by 
the developer may be substantially less than "equity". (See Page II - 26, Pro­
fit Potential.) There are often substantial tax benefits which can be 
achieved as well: i.e. the accelerated depreciation and recapture provisions 
are similar to those available on FHA insured SKtIon 236 developments. (See 
Page II - 28, Tax Savings.) Interested developers are encouraged to discuss 
with ti.eir counsel the Investment and tax opportunities which are assoclateo 
with mFA financing.

•-a. ..-V ■ 0 --x

■*ai» -■ ■
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4/ See Page II - 16, Development Cost Escrow, for a discussion of the com- 
pmtents within the return on equity*
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C. PROGRAM FEATURES

'. Developer Eligibility and Qualifications

The Agency can make loans to either llarlteil profit or non-profit 
sponsors. A limited dividend sponsor can be in the form of a general 
or limited partnership, corporation, joint venture or trust.

A ucveloper and members of the development teat<‘i should have suf­
ficient experience in apartment development to assure the Agency of the 
successful completion and operation of tne development. In addition, 
the developer must be adequately caoitalized to withstand the risks in­
herent in carrying out the proposed development. (See Page II - 22, 
flortgage Credit Standards.)

2. Types of Developments

Included within the broad category of apartments eligible for tfllFA 
financing are a variety of types and styles:

i. Elderly as well as family housing (including mixtures of the 
two)

b. New constrjction and rehabilitation
c. Garden apartments, townnouses. and high rise buildings
d. Housing for the devniopmentally disabled

The responsibilities of the Agency are statewiJe, and developments 
in all pw..i of the State arc eligible to Le financed under the Ptogram. 
The Agency has set as one of its goals the attainrv- t of an equal divi' 
Sion in its Program activi^- levels between the Minneapolis-St. Paul 
metropolitan area and the outst^te a-r^a. Because styles of living ^ 
the basic components uf housing cost, such as lard, vary widely through­
out the State, the Agency finances ..jth low rise and high rise construc­
tion. Which is appropriate — and at what densities — will have to be 
determined on a case by case basis. In general, it is the objective of 
the Agency to finance as high a quality of construction at as low a den­
sity as conditions permit.

3. Housing Quality
The Agency is coonitted to a high standard of housing quality- Be­

cause the permanent mortgage will generally be for a term of 40 year«, 
the Agency requires that permanent quality be built into the development 
— the Agency does not build "low cost" housing.

Some of the savings inherent in the tax-exempt financing should be 
used to create increased housing quality. (See Architects' Guide, Sec­
tion V.)

In addition, amenities should be considered which will make the de­
velopment attractive to the broad range of income levels which can be 
served by MHFA financed developments. Some of the possible amenities 
Include: large room sizes, extra half baths in larger unit', carpeting,
connections for washers and dryers in larger units, dishwashers (except

II - 5



in SMil units), basencnts in townhcMses, and various types of conwnity 
and recreational facilities. Prevision for air cotiditioning is strongly 
encouraged.

The aawiity level appropriate for any particular developeent, of 
“ourse, will vary according to the economic and market rc.iditions of the 
particular site. They will vary throughout the State.

rh? Agency does look favorably upon in-luding higher quality construc­
tion when H can be shown that annual operating and maintenance expenses 
can be reduced by the expenditure. Examples are: use of thennopane win­
dows and extra Insulation — savings in heat loss; washable wall coverings 
in hallweys — less frequent r^ainting of wall surfaces; and others.

4. Mortgage Lis.it3 - - Construction Cost Limits

There a s no per unit mortgage or construction cost limits associated 
with the Apartment Development Program. Of course, since there are limits 
upon the incomes of prospective residents, and therefore, ceilings upon 
the rents which the residents can afford, there are practical censtraints 
upon construction costs. In addition, the "Fair Market Rent" conc^t ">n- 
tairted in the Section 8 Program (See Page II - 7) provides a further con­
straint on construction costs on those developments that receive federal 
assistance.

Mortgage amounts of 90* and 100* of total developaent cc:ts are avail­
able to limited profit and non-profit developers, respectively. (See Page 
IT. - 16, Mortgageable Costs.)

"Market" and "Section 8^ i<?nt5

The "market" rent is the rent which iwst be charged to pay the expenses 
of operating the develbpme''t. suen as debt service, muir.tenance, r.ia1 estate 
taxes, reserve allowances, and owner's return on equity* The "market" rent, 
however, will reflect the savings resulting from the lower interest rates on 
NHFA tax-exempt financing.

The "Sectioi 8" or subsidized rent is the rent for a unit in a develop­
ment receiving federal subsidized Section 8 "housing assistance payments".
The "Section 8" rent differs from the "B.arket" rent in that it is a variable 
amount, based on the income of the tenant. Federal regulations require that 
25* of the tenant's adjusted income be paid toward rent, with the Section 8 
"housing assistance payment" making up the diffeience between tenant paid 
rent and the full "market" rent. For example, a one bedroom apartment might 
be occupied by a young couple at the market rent of $190 per ronth; ? similar 
apartment occi^iied by a retired couple living on social security income (e.g. 
$400 per month) would be rented for $100 per month, with the federal govern­
ment paying the $90 per month difference. Section 8 rents might be as low as 
$40 or $50 per month or nearly as high as the market rents, depending on the 
income of the tenant. For certain very large families and families of very 
low Income the percentage of income payable towards rent can be as low as 
15* rather than the normal 25*. In short, the Section 8 Program is extremely 
flexible.

m
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6. "Fair Market Rents*
The "Mrket" rents under the MHFA Progran reflect the cost of con­

structing and operating the apartments In each development.

In order to be eligible for Section 8 Payments, however. the MHFA 
"market" rent (plus all utIMtIes, except telephone) camot exceed the 
app.oved "Fair Market Rent" for the area. Thus, a control Is maintained 
against runaway costs — a control based upon Its Jud^nent concerning 
cost levels and prevailing rents In each area. "Fait Market Rents" will 
be readjusted annually b:* the federal government to reflect current con­
ditions.

Because MHFA's mandate to provide housing for low and moderate In­
come families can best be fulfilled with active participation In the Sec­
tion 8 Program, developers should attempt to produce apartments that can 
be rented within the "Fair Mark.» R«its" that prevail. HIFA staff will 
work closely with developers In what must be a mutual and cooperative 
task of producing apartments which are feasible tmder both the I41FA and 
Section 6 requirements.

Some typical Fair Market Rents, as of January, 1975, as determined 
by the federal government:

NUMBER Of^ BEDROOMS
MARKET STRUCTURE 4 or
AREA TYPE 1 2 3 More

Mlrne^tPOlls Detached •• u43 420 471

- St. Paul Seml-Detacked/Row m 298 U44 377 420

WaUu,, :i6 246 289 394 -

Elevator 225 258 319 • ••

Worthington Detached 300 352 388

Semi-Detached/Row - 240 283 331 353

Walkup 189 205 242 285 -

Elevator 242 276 337 • •

The Fair Market Rents for dwelling units designed for the elderly or 
handicapped are those for the appropriate size unit, not to exceed 2 
bedroom, multiplied by 1.05 and rounded to the next higher whole dol­
lar.

A chart showing all Fair Market Rents for Minnesota Is attached as 
Exhibit A In Section VIII.

7. Income limits

Eligibility for housing assistance payments under the Section 8 
Program Is restricted to persons and families whose Incomes do not ex­
ceed specified amounts. In general. Income limits are fixed at 80S of 
medlr- Income ("Sectlwi 8 Regular Income"), adjusted for family size.
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altlKMi^ the progrw requires that at least 30* of the Section 8 units 
flranced by the Ajiency be rented to persons with In-otaes that do not 
exceed SOS of aedlan for the area ("Section 8 Low Incon"). Geographic 
variations In Incoaas are reflected In the prograw since the SOX and 
80X of Median calculations are based on Census data (updated annually) 
for each county and SMSA. With five SMSA's and 87 counties In Minne­
sota, the IncaiM IImU chart Is extensive. The following are sone 
typical exaoqi'ics as of January* 1975. The statewide list Is attached 
as Exhibit B In Section VIII.

WWCER OF PERSONS PER FAMILY

SMSA's 1 2 3 4 5 6 7 8

M)ls.-St. Paul 

Regular (SOX median) 7,S00 10,000 11,250 12,500 13.250 14,050 14,850 15,600

Low (SOX median) 4,700 6,250 7,050 7.800 8,450 9,050 9,700 10,300

COUNTIES

Frtebom

Regular (SOX median) 5,900 7,550 8,500 9,450 10,000 10,600 11,200 'i,800

Low (SOX median) 3.550 4,700 5,300 5,900 6,350 3,350 7,300 7.eoo^
Marshall

Kegular (SOX median) 4,100 5,250 5 6,600 7,000 7,400 7,800 8,230

Low (SOX median) 2,450 3,300 3,700 4,100 4,450 4,800 5,100 5.450

Under the Section 8 Program, residents swst certify their IncoaKS 
annually. Following each recertification, resident contributions toward 
rert and the federal Section 8 payments are adjusted baSud upon the re­
vised IncoMe of the occupant. Section 8 tenants whose Incomes rise do 
not have to move out; they must pay a higher rent based upon the 25X rent/ 
Income ratio until they can afford the full market rent for the unit. 
Similarly, Section 8 residents whose Incomes decrease will pay a lower 
rent and the Section 8 payment will then Increase.

Eligibility for apartments Is not limited to those whose Inames fit 
within Section 8 limits. Persons and families whose Incomes are above 
the Section 8 limits pay the normal WFA market rent (which reflects the 
savings inherent In H1FA below market financing). Adjusted gross annual 
fMBlly Income limits for the JtIFA market rent program are as follows:

3

iv
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SNSA's

Minntapolls 
St. Paul 
Duluth 
Rochester 
St. Cloud 
Moorhead 

Outstate

$16,000

$15,000

In calculatlnjj adjusted gross Incoaes. for purposes of the NHFA Halts, 
the following Items may be drd'-'ted from gros» annual family Income:

a. 5* of famHy gross Income (lOX for elderly, I.e. age 62 years 
or over).

b. Income of family members under 18 years old or full time stu­
dents.

c. $300 of secondary wage earner's Income.
d. $300 per each member of family, excluding head of household 

and spouse. If said mamber Is under 18 years of age. or, if 
over 18. has no Income Included In the family gross annual 
Income calculation.

e. Non-recurring Income as determined .Jid approved by the («<FA.
f. Extraordinary medical or other expenses approved by the MHFA.
g. An amount equal to the sums received by the head of household 

or spouse from, or under the direction of, any public or pri­
vate non-profit chUo placing agency for tne care and mainten­
ance of one or mere persons who are under 18 years of age and 
where placed In the household by such agency.

With Agency approval, uo to 25S of c.se unics 1r. :n apartne>it de- 
velofimn'. may rented to fas.'11es above the MHFA Income r?nge. ThTs 
policy Is helpful In creating an ecoromlc mix of families In f*'- de­
velopment (see below).

8. Economic Mix

It Is readily apparent that an apartment development receiving mort­
gage financing under the WFA Progr^* coupled with housing assistance 
payments under Section 8 can provide housing for a broad band of Incomes. 
Uhder such an arrangement, the MIFA Legislative mandate to provide housing 
for “persons of varied economic means and a wide range of Incomes In the 
same developments and ne1gi.i;Dr**oods" c«i be achieved. In addition, the 
ability to provide for such an econuiulc mix will help assure the housing 
market of apartments developed under tf? Program.

9. Site Selection

Tl.e critical site selection features necessary to create housing 
which will be attractive, desirable and economically viable over the en­
tire term of the mortgage Include:

a. Accessibility to good schools, shopping, health, racreatlon 
and social facilities, and centers of employment;

b. Availability of public transportation;

II - 9 4/75



c. Availability of adequate sewer and water facilities and public 
utilities;

d. Freedci fn» serious adverse environaental and site conditions;
e. Location whith will enable housing to be successfully marketed 

at proposed rents.

Hany other factors could be cited.

All sites submitted for consideration uvider the Apartment Develop­
ment Program will be carefully reviewF-* for factors listed above as well 
as other critical factors such as: price, availability of appropriate 
zoning, ccKq}atibility with local and regional growth plans and, in the 
case of housing to be assisted with Section 8 payments, conpatib^liti' 
with any HUO-approved ^ocal Housing Assistance Plan. In addition, 
apartments financed by the A^cy should provide increased tiousing 
choices for lower income families and minorities.

These generalities are made much more specific in two exhibits:

a. Minnesota Ikiusing Finance Agency "Project Selection Criteria".
These include itwas relating to s<te selection as well as a 
r.uB^r of broader considerations. (Exhibit D in Section VIII.)

b. Federal regulations governing site and neighborhood standards 
with reoard to the Section 8 Program. (Exhibit C in Section 
VIII.) ‘

10. Land Control and Z«!lng

Although evidence of title or adequate land control must be demon- 
st^-ated Otffort» t*** 'plicatic.-! will je fo»wwliy nroce^sed, there is no 
requirement that zoning be ootained prior to the issuar*^* of a Feasibility 
Letter. Appropriate zoning, however, is required prior L- Commituent.

The Agency will evaluate the prospects for obtaining the necessary 
zoning as well as sewer, water and utility hookups prior to the issuance 
of a Feasibility letter. Ary written material the developer possesses 
relevant to these inquiries would assist the staff of the Agency this 
review.

n. Land Valuation Policy

Land acquired in excess of two years prior to the time of application 
will be valued at fair market value based i«on an appraisal by a qualified 
member of the Agency's staff or an independent appraiser hired by the Agency. 
For land held less than two years, value will be based upon the actual cost 
of the land to the (teveloper o** fair market value, whichever is lower. Thus, 
for land held less than two years, no appreciation in land value, other than 
reasonable and necessary carrying charges and iaprovanent costs for the land, 
will be recogr.ized. In cases where rezoning must be obtained, reasonable 
attorney's fees may be included (See Legal F»$, Section IV), provided the 
total land cost does not exceed fair market /alue.

II - 10 4/75



12. Relatltwships with Local Coam-nlty and Regional iievelopment 
dOMBlSSlOflffi

In a^dltlan to Issues such as zoninp and utility avallabilito^. apart- 
mnt developaent Involves aany other local ccMRuulty considerations. The 
■tost recent loca! ..onsideration Is that of coop«.tibi1ity «»ith a ^ocal 
"Housing Assistance Plan" C^HAP"), a requirement created by the Housing 
and Urban Development Act of IP'^4. The 1974 Act nut only established the 
Section 8 Housing Assistance Payments Program, it also made available 
flexible CoaMjnity Development ("CD") funds for uses similar to tho-e 
formerly available under urban renewal, model cities, neighborhood facil­
ities, open space, and water and sewer prugrans. The Act requires, as a 
condition to rc^-eipt of the CD funds, that a local community sr king the 
funds develop a "Housing Assistance Plan". The HA." must include a con­
sideration of the community'*s housing supply, its current ani« projected 
housing needs, and its goals to meet its Identified needs, with special 
reference to persons of lower Income (who would need Section 8 assistance). 
Since MHrA approval of developments intending to make use of Section 8 
funds may be dependent upon the compatibility of the proposed develop^nent 
with a local HAP, close cooperation between the developer, the local com­
munity and MiFA may be necessary. Developers are urg«d to discuss with 
HHFA, at the earliest possible time, local planning, zoning, and housing 
needs, as well as probable local receptivity to the developer's housing 
proposal. A list of communities entitled to CO funding is inclined as 
Exhibit E in Section VIII. These conenunities. in i.x>st cases, will de­
velop Housing Assistance Plans.

It shoMla be noted that many cooNunlties which may not seek CD fund­
ing, nonetneleSd may he.a a housing plan, and compatibility of proposed 
....velopments with s*rch a plan iwy *>e a key --Lor in KHFA approval. Fin­
ally, under Section 8 Program, even —aeiunitics withour. a plan a ^e 
given an opportunity to coomttnt upon proposals to build apartments assis­
ted with Section 8 funds.

In an effort to determine consistency of housing development proposals 
with regional comprehensive planning objectives, HHFA automatically pro­
vides notification of proposed housing activities under consideration to 
designated regionwide commissions (such as the Metropolitan Council) called 
"A-95 Clearinghouse' ” These regional commissions are given an opportunity 
to cooaient upon prop .«ls with regard to consistency with regional plans. 
Although the commissions do not have veto power over proposals, HHFA takes 
very seriously any recoamiendation by these clearinghouses that indicates a 
proposed development is "clearly inconsistent" with regional planning con­
siderations.

13. Environmental Cot.iiderations

Developer* planning to be active in the Apartment Development Program 
must be aware of the environmental implications of their proposed devsiop- 
ments. Specifically, each development must adhere to the requirements of:

I
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a.

b.

f ederal law. Including th« National Envlronoiento 1 Policy Act 
("NEPA"), the Clean Air Act, and Federal Mater P-llution 
Control Act. Included among the noneal considerations are 
potential flooding probleas, proxlwity to vehicular traffic, 
noise, vibrations, and pollute^ air, as well as the adequacy 
of capacity of sewer and treataient facilities and the purity 
of water stq>pl1es. The regulations Issued under the various 
federal laws are co^)lex. Developers should discuss the en* 
vlroneantal considerations of their proposed developnents with 
the Agency's Housing Uevelopavnl Officer.
State Law, Including the Minnesota Ervlronaental Cia'ly Coun­
cil Act, and the Mlrwes^^trnnvIronMntal The en-
vlrowental Quality Council, established In 1973, prowotes 
coco; ration and coordination among State agencies on matters 
significantly affecting the anvlroiwent. Included within Its 
jurisdiction Is the setting of quality standards under the 
1973 Subdivided Land Act, Including standanis affecting water 
supply, sewage disposal, solid waste disposal end energy con- 
S4.*vst1on. As of this writing, the programs, policies and re- 
qulreemnts cf the Council continue to emerge. All developers 
should be aware of the Council and should consult with the 
MIFA abou ?<s1bl6 Inpact of EQA regulations on proposed 
aparbaent developments.

In sii 
as foll'»"-

14. Short Summary of Application Process

iry form, the basic elements of the application process are

a. Prior to Feasibility:

- Initial meeting I'^“'•eloper and WFA)
- Submission of Pre»im1rury Application ana Application 

Fee - - i^FA Form 2C1 (developer)
- Site Inspection (NhFA)
- Preliminary financial analysis - - Form 202 (developer 

and fUFA)
- AnaVsIs of quallflratlons of the developer (Forms 203 

and 204), Processing Agent (Form 205), and Architect 
(Form 206)

- Market analysis (primarily HHFA)
- Analysis of local receptivity of proposal (primarily 

MfFA)
- Submission by developer of schematic drawings (desir­

able, but not necessary prior to feasibility)
- Appm*,*al of MHFA Board
- Issuance of Feasibility Letter by HHFA

b. Prior to Coiwltment;

- Application and approval for Section 8 funding (MHFA) 
(If applicable)

- Submission, review and approval of HHFA Forms 207 - 
212
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- Subrlsslon. review and approval of schematic drawings 
and documents

• Sufcmission, review and approval of Financial Analysis 
for a Conaitment (Form 202)

- Sutmdssion, review and approval of preliminary plans 
and specifications

- Agreement on construction o>sts and schedules (Forms 
213 and 214}

- Submission, review and .approval of Affirmative Action 
Plan During Construction, and the PrwCammitment Mar­
keting PI.-;. (Forms 215 and 216)

- Submission of evidence of zoning (developer)
- Approval by MHFA Board
- Issuance of CoMiltMent by MHFA

Prior to Initial Clcs'ng:

- Completion, review ani approval of working drawings 
and final specifications

- Cna4>1et1on, review and approval of closino iionwents 

Prior to Coeaencemcrt of Construction;

- Sale of MHFA securities (If applicable)

e. During Construcv«on;

Cn-site ^1Spections (MHFA)
- Payouts (IfiFA)
- . v:‘.itori.ig of mart'^tlng and management efforts (jdiFA)

15. Processing Time Frame
Agency processing f apartment mortgage loi^ns can be completed with­

in approximately sl4 nontns from the date of submi'^sion of the Preliminary 
Application (Form 201) to the date of initial mortgtvt'e closing. Attain­
ment uf this goal requires close cooperation by all ponies, and assumes 
pronpt and complete submission and review of all applications, certifica­
tions. plans and documents, including architectural, legal, financial, 
marketing, mencgement, construction and sponsorship material.

Delays in submission, review and adjustment of these items will result 
In delays in reaching commitment and closing. Comnon situatioris which can 
produce delay include the reroning process and the preparation of architec­
tural plans and documents. Experienced de.*lopers are encouraged to simul­
taneously work on a number of submission doaments whenever possible, rather 
than prepare and submit materials or z one-at-a-time basis.

16. The Housing Development Officer (HDD)
Processing a mortgage loan on an apartment development can be a com­

plex and time consuming undertaking, in-/olving a nuot>er of specialized 
skills and professionals. In an effort to maintain effective conminlcation

k.
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and control throughout the process, and to k-sep things from "falling 
through the cracks", the Agency places primary prod;.,;t1on responsi­
bility on Its Housing Development OfMcer (HOO).

An HOO will be assigned to each rpartitient loan application, and 
win stay with each case through mortgage processing, closing, con­
struction, and rent-cp. The HDO Is not merely a "coordinator". Al­
though functioning as a generalist, he will possess one or more spec­
ialized real estate skills. The HDO will draw upon the professional 
skills of B«ny of the Agency'r spec< lists. Including those in archi­
tecture. construction, management, marketlr^, appraisal, finance and 
law. All applications, correspondence, and other submissions to the 
Agency will be forwarded to the HDO for review and necessary action. 
Including consultation with and action by appropriate staff special­
ists In various Agency departments. The HOO will schedule and attend 
all major meetings with the developer and his team, as well as major 
staff meetings cmcernlng the development. The HOO will be the most 
knowledgeable person In the Agency concerning the development and will 
be In a position to Identify Its strengths and weaknesses.

The critical role and responsibility of the HOO does not mean 
that decisions ere matte unilaterally or arbitrarily. Staff decisions 
regarding an apartment application will be conmunlcdted to the de­
veloper and members of his team through the HDO, drawing upon staff 
specialists as needed.

All developers and development team members should thoroughly 
understand the Important role of the HOO aid are urged to work closely 
with the HOO f-slgned to tteir application.

17. . roresslng Agent (Consultant)

Just as the de.alcper’s primary co«t'“t with the Agency Is chan­
neled through the HOO, r- 1>ury Agency contact with the developer and 
the development team Is maintained threu^ the Processing Awnt (Con­
sultant) who Is the equivalent of the HDO. The Processing Agent Is 
the developer's representative and Is the leader of ti)e development 
team through all aspects of mortgage processing.

The Processing Agent cannot be a passive collector and forwarder 
of papers, and since the Agency provides both the construction and 
permanent financing on a direct loan basis, he Is not responsible for 
"shopping" for financing.

The Processing Agent must offer creative assistance In putting 
together the real estate package and must be knowledgeable concerning 
Agency matters, I.e. the Agency bond financing process, the Section 8 
requirements, and the process of achieving feasibility and coamltment 
on the development. This Is not to suggest that the Processing Agent 
must generate the data and materials himself; much of this will be 
prepared by other members of the development team. However, If the 
Processing Agent is to be effective, he will be ramlllar with the land, 
the market to be served, and the economics of the transacilm. At
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appropriate tines he nay be called upon to Justify various aspects of 
the developer’s submission to the Agenpy Including development cost 
data, operating budget data, real c'tate tax projections, as «m11 as 
the proposed narket for the development. He trill be Instrunental In 
providing appropriate c cumentatlon throughout mortgage processing and 
all written comnunications will be forwarded through him. The Proces­
sing Agent does not supplant the various members of the development 
team. On the contrary, the Processing Agent coordinates their activi­
ties and by his own knowledgeable Involvenent, assists In the creative 
process of the entire team. In an effort to produce a superior apart­
ment development.

Although a knowledgeable and careful Processing Agent can be an 
extremely useful member of the development team, his presence Is not 
mandatory. A developer with Indepth experience In the development of 
apartments who possesses comparable staff skills and staff time avail­
ability can designate a qualified staff person as his Processing Agent. 
Under such circumstances up to 50t of the Processing Agent Fee Is pay­
able to the developer for providing such services.

In the case of non-profit sponsors, a Processing Agent (Consul­
tant) Is mandatory.

For a discussion of Processing Agent qualifications, scope of ser­
vices, and accepcabit' fee levels, see Fee Schedules, Page.IV - 3.

18. Agency Review of Development Team

An analysis of "what went wrong" when an apartment development 
gets Into trouble will frequently reveal that one of the members of 
the development team did not do an effective job, or perhaps was not 
qualified and should not have been expected to do an effective job.

With the high debt/equity ratio mortgages available In the Apart­
ment Development Program, the Agency Is a significant risk-taker. 
Therefore, It aaist take all .*e'sonable steps to minimize the possibility 
that a development will get Into trouble. This Includes an Agency re­
view of the background and other relevant credentials of all members of 
the proposed development team. Including the developer, processing agent 
(consultant), attorney, architect, management and marketing agait, buil­
der, and accountant. Among the matters to be considered are:

a. Experience. Typical Inquiries: Has the proposed attorney suc- 
cessfullyhandled conplex real estate transactions or Is his 
practice devoted to criminal law’ Has the architect for the 
proposed high rise ever designeu a high rise apartment building 
before, or Is his experience limited to garden apartments and 
single family homes? Has the builder successfully built de­
velopments of this size before?

b. Record. Have any of the team members experienced significant 
troiAle on previous real estate developments? Have the de­
velopment team members stood behind their work? Is the work 
consistently of good quality?

-• n
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r
c. T1i»1v Perfonaance. Is each tean awaber’s work characterized by

on-tia* perfonaance? , ^ ,
d. Budgetary Perfonaance. Has the architect consistently designed 

Mi thin Mr available budget; does the builder build within the 
contract aaount or is his Mork characterized by a blitzkrieg of 
requests for extra paynents?

As an aid in reviewing the background of the professionals, the Agency 
Mill oi>loy the federal form “2530" procedure for checking previous multi- 
family experience, including use of the extensive federal data bank regard­
ing prior experience. In addition, each member of the development team 
Mill submit wrttten material establishing his qualifications. (See forms 
in Section VII.)

In many case* where a development team member may. in the opinion of 
ihe Agency, lack essential qualifications, the issue can be solved by a 
joint venture between the proposed member and someone with additional ex­
perience or other background that can au^nent that of the proposed team

r.
19. Mortgageable Costs

The following cost items are includable within total development costs 
under the A^rtment Development Program:

Construction Cost, including brick and mortar costs of all resi­
dential structures and equipment, parking facilities, site im­
provements. comnunity and recreational facilities, and office or 
coMercial space, if any; bond premiums; job overhead ( general 
requirements"); and general office overhead.
Fees, including those of the architect (for design as well as su­
pervision). lawyer, processinn (consultant), and marketing
costs. ^ ^
Financing and carrying ccsts, including interest during construc­
tion. insurance, taxes, MHFA financing fees, title and recording 
costs, and. in the case of non-profit sponsors, working capital

B^der and Sponsor's Profit and Risk Allowance (BSPRA).
Land, including demolition and relocation costs as well as carry­
ing charges. (See Land Valuation Policy.)
Development Cost Escrow.

a.

b.

c.

d.
e.

f.
All of the above items are shown on the Development Cost Schedule 

(Schedule B of Form 202, Page III - 17.) See Section IV for ftiFA "Fee 
Schedules".

20. Development Cost Escrow

In order to provide long range financial stability for apartment de­
velopments. a special reserve account, the "Development Cost Escrow", is 
established. The OCE, fimded out of mortgage proceeds, provides assurance
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of financial stability In the event the developaent experiences difficulty 
during Mrketlng or continued operations. In effect, the DCE constitutes 
early borrowing. In reco^ltlon of the fact that It would be difficult If 
not lepossible to raise capital at a later tlwe (when the develc^xeent night 
be In trouble) and assures the ongoing success of the developnent for the 
benefit of the owners. Investors, and residents.

The size of the OCE Is dependent on a ntnter of factors, but generally 
approxinates 4X of the nortgage. The Increased nortgage aaount Is paid for 
by reducing the naxlnun 6S cash return on “equity" to 4X. The difference 
Is used as debt service to support the additional borrowing for DCE and, 
therefore, the OCE does not Increase rents. The Agency retains the OCE as 
a cash escrow and any net Interest earned on the relnvestaient of DCE funds 
(after debt service Is provided) way be used to Increase the developer's 
return on "equity* to 6%. If the net earnings are Inadequate, then the de­
veloper will receive less than 6X.

Oevelopwent Cost Esc-ow funds way be applied by the Agency, when neces­
sary. to pay current and delinquent operating expenses and principal and 
Interest payaents, to aalntaln the replacenent cost reserve and, under cer­
tain circunstances, to provide for aaenitles and design modifications In 
the Interest of 1q»rov1ng the Mrfcetablllty or livability of the develop- 
went. The Agency does not authorize encroachnent upon the DCE In lieu of 
approval of reasonable and necessary rental In'^^eases. Developers can 
anticipate that rent Increases will be approved for "expenses beyond the 
control" of the developer. (See Section 25 on "Rent Increases".) The DCE 
Is Intended as a special reserve for use under special circunstances.

21. Architectural Review
Following the suberisslon of schenatlc drawings and docuaents ancf 

thereafter, preliminary plans and outline specifications, extensive review 
will be conducted by the Agency's architects and engineers. A nunber of 
meetings and other Informal coenunlcatlons will likely be required between 
the developer, his architect, the HDD and the Agency's professional staff 
prior to reaching agreement on the working drawings and final specifications. 
The Agmcy's architectural requirements are set out In detail In the Archi­
tects^ Guide (Section V).

22. Affirmative Action Plan
All developments financed by the Agency requite submission of and 

co^>11ance with an Afflromtlve Action Plan whereby the developer and con­
tractor set forth their plans to assure that e^tloyment cwortunltles 
will be provided for minority groups In the construction of the develop­
ment. Included among the material required In this plan Is a “manning" 
table showing the projection of minority gro«) employment In various trades 
during the various stages of construction. The manning table becomes a 
part of the construction contract between the mortgagor entity and the gen­
eral contractor. In addition, plans for the utilization and Involvement of 
minority owned businesses and neighborhood residents will be required.
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23. Marketing
During Mortgage processing, aajor attention Is given to the pKysIcal 

and financial aspects of the housing developamt. At the saw tlw. It 
Is necessary to consider sow less Inwdlate - - but eventually equally 
Inportant - - wtters such as wrketlng the units. Selection of a first 
rate marketing agent Is critical, and nust be done at this tlw. The 
Agency will carefully check the background and credentials of the propo­
sed marketing agent before providing Its approval.

One of the first tasks of the wrketlng agent Is the design of a 
written wrketlng plan. Including overall wrketlng strategy, timing, 
content and cost. It can be anticipated that a nuiber of discussions 
will tH. held between the developer, his wrketlng agent, and the Agency's 
wr' ; :1a11sts In an effort to develop an acceptable plan. In addl- 

iopwnt of an Affirmative Marketing Plan Is necessary which 
oeu fforts to be undertaken to attract minority group tenancy.

24. Managewnt Agent
Selection of the wnagemer.t agent c«it1ca11y Important to the suc­

cess of the development and Is subject to the approval of the Agency. The 
Agency will carefully check the background and credentials the proposed 
management agent before providing Its approv. .

It is Intended by the Agency that each <teve1opment It finances be 
' run and well wintalned. For this reason, the wnagement agent must 

execute a management agreement prior to the coeaencement of the wnage­
ment activity. Per odic reviews of actual perforwnce of t.*)e wnagement 
agent will be conducted by the Agency's wnagement specialists. The man­
agement agent may also be retained as wrketlng age. t If he has acceptable 
experience In apartment wrketlng.

25. Rent Increases
As part of the Agency's continuing review of operating developwnts, 

the developer Is required annually to present the Agency with a proposed 
operating budget for the following year. If warranted for reasons "bqyond 
tie control of the developer", e.g. Increasing fuel costs or higher real 
estate f*xes, etc., the ^ency may approve rent In reases In an awunt 
sufficient to cover the costs of an approved operating budget. In review­
ing a proposed operating budget, the Agency will consider the adequacy of 
the prior year's operating costs, variations In the costs of wintenance 
and operations, vacancy levels, the Agency's experience with other develop­
ments, and the wrket position of the developwnt In relation to other com­
petitive housing developwnts.

In the case of wilts receiving housing assistance payments under the 
Section 8 Progrw, certain Increases In operating expenses will be routinely 
approved based upon an autowtic annual adjustwnt factor determined by HUO. 
Such Increases In operating expenses will result In Increased Section 8 pay­
ments. Resident rents (which are based on 25* of Incow) need not be In­
creased to cover the Increased operating costs. In addition, operating 
cost Increases that result from substantial general Increases In real estate 
taxes utility costs may be covered by a special rent adjustswit approved 
by Hi' on those units subsidized by Section 8 assistance payments.
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It Should b« noted that during r»t-up end the early stages of opera­
tions, Section 8 Increases aright not be available and NHFA aarket rent 
budgets aright not be approved for an Increase. Thus, It Is possible that 
operating loss deficits aay be Incurred and Winded out of the Working 
Capital Reserve deposited in escrow fay the developer. (See Section 39, 
Working Capital.)

26. Interest Rates and Their Effects on Rents

Mortgage payaants constitute about 601 of the full aarket rent In an 
MNFA developaent, with the bulk of the aartgage payaant allocated to In­
terest. As Indicated above, MHFA generally sells Its long tern bonds after 
coa|>1et1on of construction. Therefore, the permanent Interest rate and the 
apartment rents are not firmly fixed until that time. During mortgage pro­
cessing the Agency staff projects the probable mortgage Interest rate (and 
resulting rents) based upon the current rates and general trends of the tax 
exempt bond market. In the event Agency bond Interest rates change, mort­
gage Interest rates will also change. Under this circumstance, the Agency 
Is prepared to adjust the approved rental schedules for Its developments.
If Interest rates go up, rental Increases can be approved, although ultimate 
marketability of the units may dictate that rental rates not be laaedlately 
Increased. If Interest rates go down, rent reductions can be approved.

27. Nature of MHFA’s Notes and Bonds

The Agency obtains Its mortgage money by borrowing, I.e. It sells notes 
and bonds to Interested Investors. The notes and bonds Issued by the Agency 
are revenue obligations of the Agency only. They do not Involve a pledge of 
the general credit of the State of Minnesota. The source of payment on the 
Agency's bonds Is the mortgage payments made on the developments, lie monthly 
mortgage payments are one-twelfth of the yearly payment necessary to amortize 
MHFA's bonds; mortgage loans are generally made for a 40 year term.

28. Mechanics of Financing

After agreement has been reached on the essential elements of the de­
velopment, Incliaiing the preliminary architectural plans and specifications, 
construction costs, operating expenses, and rents, a recommendation will be 
made by the staff of the A^cy to the Board that the loan be approved. 
Following Board approval, a Commitment Is Issued Indicating a loan will be 
made and securities sold to finance construction. The Commitment, however, 
remains subject to the Agency's ability to sell Its notes and bonds on terms 
acceptable to the Agency.

Bond Anticipation Notes are used to provide Interim financing. These 
notes, generally of one to two year maturities, may be "rolled over" per­
iodically for up to 10 years. The Agency will generally Issue bonds for the 
permanent financing of the development after the co^>let1on of construction. 
The timing of all securities sales will be determined by the Agency, depend­
ing upm market conditions.
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29. Transfers of Ownership

Transfers In ownership of developwents financed by the Agency are 
allowed, subject to prior written approval of the Agency. Because of 
the critical i^wrtance of the quality of otmership to the success of 
the developwent and the Agency's security in the underlying property, 
the Agency reserves the right to accept or reject such proposed trans­
fers. Owners are cautioned to review carefully the tax consequences 
of such transfers of ownership.

30. Preoavent of Mortgage Loans

MHFA will approve the prepaywnt of the aortgage and rewval of 
the apartments frow the HIFA prograa. without penalty, provided that 
the aortgagor pay any call preaiuo then due upon the outstanding HiFA 
bonds which were issued to finance the development and any other costs 
articulated in the mortgage note.

Section 8 housing assistance payments contracts may be terainated 
at the option of the aortgagor at each 5 year anniversary date.

31. Relationship with Federal Subsidy Programs and MHFA

As noted above, developments financed on a direct loan basis by 
the Agency are eligible to receive Section 8 housing assistance pay­
ments even though such developments are not federally insured. This 
amounts to a piggy-back arrangement with WFA providing mortgage fi­
nancing and the federal government providing rental subsidies so that 
lower income families can afford to live in the housing. The fwral 
government has specifically allocated Section 8 funds to be used in 
connection with HiFA financed developments. As MHFA developments pro­
ceed through the various mortgage processing stages, MHFA submits 
documentation to HW) and obtains specific approval to use part of iU 
Section 8 allocation on a specific development. MHFA handles all HUD 
liaison in securing Section 8 assistance. It should be noted that 
FHA rortgage processing is not involved. Although HUO reviews MHFA 
request for Section 8 assistance. MHFA functions as the "bank" and 
aakes the direct mortgage loan. HiFA further makes site inspections, 
determines feasibility, reviews an'' processes plans, inspects con­
struction and com)letes the general underwriting of the mortgage loan 
application.

Although MHFA operates its own Apartment Development Program on 
a direct loan basis, the Agency can (and has) provided mortgage loans 
on FHA insured apartru^nt developments. This program is separate and 
distinct from tuic described in this "Apartment Development Handbook".

32. Negotiated Construction Contracts

Negotiated construction contracts are permitted by the Agency. 
However. WFA will do cost estimating of its own and will investigate 
the experience and financial ability of the proposed general contrac­
tor.
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33. Cost Certification and Savings

The developer and general contractor t«111 be entitled to payment out 
of mortgage proceeds only fbr amounts actually expended for construction 
and other development items. The developer and general contractor must 
certify to the Agency that the amounts for which they are requesting pey- 
ment were actually expended. This Is called cost certification.

To the extent that there are savings In actual construction costs, tl<e 
general contractor may sh/re In such savings or have them applied to an In­
crease In quality or marketability of the development. When the latter Is 
done, there Is no increase in the total construction contract price for the 
development, but the additional cost Is approved for cost certification pur­
poses. The Agenc;y will permit no more than one-half of the construction 
savings - - up to a maximum of 3X of the construction amount - - to be re­
tained by the contractor. The remaining savings will be applied to addi­
tional amenities or Improvements, or to fund necessary reserve accounts.

34. Prevailing Wages

The Agency requires that any workman employed In the construction of 
any development financed by HHFA be paid not less than the prevailing wage 
In that locality In conformance with prevailing wages as determined by the 
Department of Labor.

35. Payment and Performance Bonds

All general contractors must provide IGOX bonds covering payment and 
performance for labor and materials. Reasonable allowances for bond pre­
miums are provided In the development budget. In lieu of lOOt payment and 
performance bonds, contractors may substitute a 25X Irrevocable letter of 
credit at the discretion of the Agency.

36. Construction Inspection

N1FA will conduct on-site Inspections of the development throughout 
the construction process.

37. Payout Process

The Agency will make monthly progress payments to developers as con­
struction progresses. Payout requests are reviewed by the Agency's con­
struction adalnlstrator, finance director, and attorney. Payments are 
made on the basis of mrk In place plus materials properly stored on the 
Job site, less lOt retalnage.

38. Permanent Supervision

The Agency will continue to monitor the management of all developments 
to assure that developments are maintained and operated In accordance with 
Agency standards and that safe, sanitary and attractive housing Is provided 
throughout the term of the mortgage.

fxj
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39. Working Capital

Halted dividend developers are required, at the tiae of Initial 
closing, to establish a working capital escrow account, funded with 
cash or an Irrevocable unconditional letter of credit. In an aaount 
equal to 31 of the aortoage. To the extent that Interla Incoae, rents, 
or funds of the developer are not available, the escrow can be used by 
the Agency to cover contingencies during construction and operating 
deficits during the rent-up period and for up to three years after the 
date of final closing of the mortgage loan. The working capital re- 
qulronent decreases with time, after final closing; 31 during the first 
year; 2% during the second; and 11 during the third year. If the funds 
have not been otherwise used, up to one-third of the cash escrow or 
letter of credit Is returned to the developer on each anniversary date 
of the final closing of the mortgage loan. Similarly, in the event the 
escrow Is depleted. In wnole or in part, at or prior to final closing, 
the developer Is obligated to restore the escrow to Its original level.

40. Interim Income
Developers who are efficient in their building operations are In 

a position to generate Interim Income through early completion and 
rent-up of units.

Subject to Agency approval, net Interim Income may be used to pay 
for betterments, purchase of equipment (e.g. for grounds maintenance or 
lobby furniture, etc.), additional marketing expenses, or the establish­
ment of reserves. The Agency may also npprove such uses of Interim In­
come for needed resource to assure fiscally sound operation of tlie de­
velopment.

41. Mortgage Credit Standards

Although the Agency's high debt/equity ratio mortgage automatically 
makes the Agency a significant risk-taker, the presence of the working 
capital reserve and escrow account, and the development cost escro»f (DCE) 
afford the Agency protection In the event of unforeseen difficulty In 
construction, rent-up or occupancy.

As useful oS such escrows can be during a period of stress, the best 
long range assurance tliat the Agency's mortgage loan will be repaid Is the 
overall financial strength of the mortgagor, and, therefore, the Agency 
will carefully consider the mortgagor's financial and credit standing. 
(I.e. shell corporations organized for the sole purpose of acting as the 
general partners are generally unacceptable.)

At this time, specific mortgage credit standards are being developed, 
and will Include requirements of net worth and liquid assets of the de­
veloper, as adjusted by factors such as the size of the development; and 
prior apartment development and management experience.

In those cases where tie developer's credit Is Inadequate, opportun­
ity will be provided f'''^ 'yet developer to secure additional partners or 
Investors who could add to the net worth of the mortgagor entity.
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42. Tax Abataaent

Pursuant to Section 273.13. Subd. 17 (a)(b), all apartne.its financed 
under the Minnesota M1FA law receive a 501 tax abatement. The abatement 
Is available automatically. Complex application and approval procedures 
are not necessary although appropriate notice must be prov1(ted to county 
assessors. The availability of tax abatement can be a key element In es­
tablishing financial feasibility- In many cases the absence of tax abate­
ment would result in little or m) apartment construct1(m.
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KEY FIHAWCIAL CHARACTERISTICS - - A COHPARISON Hl-m OTHER TYPES 
6

1. The FundMwnUl Siwllarltles and Differences

The purpose of this subsection is to briefly set out the chief areas 
of similarity and difference between the Agoncy's Apartment Development 
Program and other methods of real estate financing. Ti» Agency's program 
has similarities to the new HUD Section 8 Program and to the older FHA Sec­
tion 236 and other multi-family programs, "^se who are aware of these 
programs can quickly see the similarities: the 90X loan to limited profit 
sponsors, the limited return on equity. lOX BSPRA. income limits, and Agency 
approval of rent increases. Unlike the HWl-FHA. which is not a mortgage 
lender, the Agency makes direct mortgage loans with funds it obtains from 
the sale of its tax exempt notes and bonds. In contrast, mortgage financing 
for a HUD-FHA insured loan must be obtained from a third party mortgage len­
der such as FNMA, a life insurance company. R.E.I.T. or a State Housing Fi­
nance Agency.

For those more familiar with corventional financing models, there are 
several Important differences between conventional financing and the Agency's 
program. The following characteristics of the Agency's program are not us­
ually found in conventional financing: (1) Agency provides both interim
and permanent loans; (2) mortgage amount determined by total development 
cost; (3) high ratio (90X) loan-to-value mortgage; (4) 40 year loans rather 
than 20 to 30 year financing; (5) higher degree of regulation of developer 
including: limitations upon developer profit, limitations upon tenant in­
comes. significant architectural review by Agency, limitations on refinanc- 
ino, and Affirmative Action and Equal Employmer» Opportunity requirements;
(6) an indefinite Interest rate on the permanetib loan until bonds which pro­
vide the funds for the loan are sold.

■^he conventional permanent lender - - generally an Insurance company or 
a bank - - in determining the mortgage amount it is willing to lend on real 
estate development is concerned primarily with "appraised value". This is 
generally determined by capitalization of the income generated and not by 
the cost of the development. When available, conventional loans on rental 
properties are generally made at 75X to 80* of appraised value. During 
period of tight money supply, conventional loans frequently include "equity" 
kickers".

Under the Agency's program, the mortgage amount is a function of the 
actual cost of the development. The mortgage amount available to limited 
profit developers is 90X of the total development cost. Most of the compo­
nents of development o)sts a-e either cost certified, based upon fixed per­
centages of cost certified amounts, or fixed amounts. Cost certification 
is used in part to Insure that the developer does not receive a mortgage 
which is larger than 90S of the development cost.

Conventional loans generally have a 20 to 30 year mortgage tenn, al­
though there is an increasing trend to shorter term loans with a balloon 
peyment at the end of the term. Under the HHFA Apartment Development Pro­
gram, 40 year loans are generally available.
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Another difference can be found In the various controls which are 
placed on the developnent by the Agency. One is that the profit rotivated 
^eloper is limited on the return on equity (See Development Cost Escrow, 
Page II - 16, and Return on Equity, Page II - 26, for a more detailed de­
scription of the equity return). Equity, however, is a computed amount 
which is generally oreater than cash invested. (See Annual Cash Distribu­
tion, Page II - 26.)

There are also income limits imposed on prospective tenants of the 
development. Because the tax exempt financing mechanism will result in 
rents that are lower than those which can be achieved by conventional fi­
nancing, income limits are iaposed to insure that those families for whom 
the financing resource was intended by the Legislature actually receive 
it. It should be noted, however, that the Agency's Income limits are higher 
than those associated with federal subs1c(y programs. In addition, in an 
effort to achieve balanced residential communities with a broad economic 
spectrun. up to 25X of the units in a development may be rented without 
limitation as to family income. (See Income Limits, Page II - 7.)

Another variation from the conventional method of financing is in 
the more extensive nature of the Agency's architectural review process.
The Agency reviews schematic drawings, preliminary plans, specifications 
and working drawings. Meetings between the developer’- architect and 
WFA staff are frequently necessary to discuss issues raised by the archi­
tectural review.

Refinancing of MHFA loans is another area subject to limitation by 
the Agency. As discussed in detail above (See Prepayment of Mortgage 
Loans, Page II - 20), ttiFA mortgage loans can be prepaid and removed 
from the MHFA program only if the mortgagor p^ys any call premium on the 
underlying Agency bonds anc other obligations contained In the mortgage 
note. Conventional loans are generally subject to prepayment, although 
sizeable prepayment penalties are frequently Incurred.

There are two additional variations related to intc «;st r-tes. Under 
the Agency's program, both the interim and permanent interest rates arc 
generally l«wer than conventional sources because the funds for the loan 
are generated through the Agency's sale of tax exempt bonds and notes.
The interest rates charged by the Agency are those which it is required 
to pay on its sale of bonds and notes to which is added a fee, generally 
1/2S of the original mortgage amount, to cover the costs of administering 
the program. As a consequence, the developer using Agency financing does 
not know the permanent mortgage interest rate until the Agency sells its 
bonds. Although the exact rate is not known, the range of rates can be 
predicted and should be, in any event, lower than those available from 
conventional sources. (See Interest Rates and Their Effects on Rents,
Page II - 19.) The conventional lender and FHA, of course, will normally 
commit to a fixed interest mortgage rate at the time of initial closing.

Under conventional financing, the developer generally obtains the 
construction loan from a mortgage banker, a commercial bank, or a real 
estate investment trust ("REIT"), and the permanent mortgage loan from 
an insurance coapany or bank. However, the conventional permanent len­
der generally will "holdback" a portion of the mortgage loan proceeds un­
til the development achieves a level of occupancy sufficient to cover

■3
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operating costs and debt service. Thus, the permanent lender has some 
protection against failure of rent-un. Under the Agency's Apartment 
Development Program, the Agency bears much of the risk that the develop- 
m»it will not rent-up, since It makes both the construction loan and 
the peremnent mortgage loan wich no rent roll holdback. In the Agency's 
view, the risk Is cushioned somewhat by the developer's Working Capital 
Reserve (See Page II - 22). In the case of units receiving subsidies 
under the Section 0 Program, this risk Is reduced because of the high 
marketability of such units.

Finally, the Agency, under federal and State regulations, requires 
developers to take affirmative action In the construction and marketing 
of the development to provide equal employment, business and housing 
opportunities for minority group members.

In sum, there are many favorable features In the MHFA Apartnent De­
velopment Program, but there are also a number of areas of greater re­
striction In comparison to conventional loans.

2. Profit Potential - - Rate of Return

The rate of return to an Investor In a limited profit development 
financed by Is a function of the combined effect of annual cash 
distribution (“return on equity") and tax savings. Prospective devel­
opers are encouraged to discuss these matters with their tax and finan­
cial advisors. The discussion below Is provided only for Illustrative 
purposes and should not be relied upon as thou^ It was an actual case 
stu^:

a. Annual Cash Distribution ("Return on Equity")

The maximum rate of cash distribution permitted under the 
Apartment Development Program Is 6X of developer's "equity"*!/ 
Ho*«ver, “equity" Is not the same as “cash Invested". It Is 
defined as lOX of the total development cost. Included In 
"total development cost" Is a Builder/Sponsor Profit and Risk 
Allowance ("BSPRA") (Refer to Page IV - 1) which Is equal to 
lOX of the sum of construction costs, professional fees, and 
carrying and financing charges (all of the allowable develop­
ment expenses exclusive of land).

The following example shows how the developer's cash Invested 
can be much less than his "equity" by crediting his Builder/ 
Sponsor Profit and Risk Allowance to the equity requirment.

's’

See Development Cost Escrow (Page II - 16) and Return on Equity 
(Page II - 26) for details of actual 4+2X cash return.
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Conponents of 
Total Oevelopnent 
_ _ _ Cost

Construction Costa
Professional Fees
Financing and Carrying Charges
Bullder/Sponsc Profit and Risk (BSPRA)
Land

$ 1.625,000
115.000
118.000 
185,000
90,000

Cash
Expenditures

$ 1.625.000
115.000
118.000

90,000

Total Estimated Development Co5t 
Total Cash Invested 
Equity Requirement (10X of Total 

Development Cost)
Mortgaoe (90S of Total Development 

Cost)

%2.133.000
$ 1.948.000

$

$

213.000

1,920.000

The sum of construction costs, professional fees, and financing and 
carrying charges Is $1,853,000; Bullder/Sponsor Profit and Risk Is 10X of 
that amount, or $185,000.

Cash actually Invested Is determined as follOMs:

Cash Expenditures 
Mortgage (90*) 
Cash Invested

$ 1.948,000
S 1.920.000

28,000 plus $57,600 (3* of 
mortgage as Working 
Capital, In the form 
of cash or a letter 
of credit (See Page 
II - 22), which It 
not » ei. will lie 
r»'‘u i.ed tc d( v loper.

Of course, prior to final closing of the mortgage loan the developer may 
have more cash Invested In the developewnt than was calculated above b^ause 
of retaInages by the Agency. Also, the spmsor may need additional cash In 
the following Instances:

There are unexpected construction costs.
Land value may appraise at less than cost.
Expenditures for legal, architectural, processing agent or for 
other Items exceed the allowances provided In the development 
budget.
There are expenditures which are not Included in total develop­
ment cost such as developer's overhead (as opposed to builder's 
overhead). Including accounting costs.
Interim Income Is not sufficient to cover expenses during the 
rent-up. (See Interim Income, Page II - 22.)
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The bulld«r and sponsor are not the sas*e, and the sponsor, 
therefore. Bust pay the builder’s profit.
Costs are incurred for letters of credit for meeting the 
Working CapiUl requirement (See Working Capital. Page II 
. 22.)

Thus, the maaimwe cash return on equity to the developer/mort- 
gagor appears larger if measured against actual cash invested, rather 
than "equity". But since cash invested may also be grt ter than that 
shown in the example above, the return on actual cash invested cannot 
be projected in advance with any real degree of accuracy.

b. Tax Savings

Although the tax savings generated by investment in WFA de­
velopments will vary widely with the individual circimstances 
of each investor, they are frequently substantial. Each in­
vestor should consult with his counsel to determine the effects 
of investment in HHFA housing with i-espect to: accelerated 
depreciation (double declinino balance, sum-of-years-digits). 
depreciation recapture provisions, construction and mortgage 
Interest expense, and other expense items related to construc­
tion and rent-14).

It should be r*«tH that some of thete benefits will expire at 
the end of 1975 unit's extended by Congress. In addition, it 
is widely expected th. t Congress will enact significant other 
changes with regard to depreciation, accounting and taxation 
of real estate. Accordingly, investment decisions based on 
current income tax laws should be carefully considered and con­
tinuously reviewed in the light of changing circumstances.
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III. APPLICATION PROCESS

THE BASIC STAGES AND TIHIN6

There are three basic stages In the processing of applications for 
mortgage loans, the firac i« frtm initial contset to tJt» iBSUMne^ of < 
r»MMibiiity LBtteT. Tti^s stage Is devoted to evaluating the basic fea­
tures of tne proposal, the site, certain members of the development team, 
the housing market, projected construction and development costs, and 
rents. It can usually be completed within six to eight weeks.

■snt.
Tbaaeconi mtMa» of thoaa from reasibility to Ctxmit-

This period Is prlearlly devoted to the production of acceptable
archltectural plans and detailed estimates of cost, expenses, and rents. 
Although the time required for this period can vary widely, three to four 
months should be adequate In most cases.

TtM third stage involves those steps from Cemt^tntmt to I nit ial Clos­
ing. This stage Is devoted to coa|>1et1on of architectural plans and legal 
d^uments required In order to achieve an Initial closing. The time frame 
for this stage depends on the production capability of the architect and 
lawyer.

The entire application process from the Initial Meeting to Initial 
Closing can be achieved In approximately six months.

Every effort Is made to process applications as quickly as possible 
and to keep the developer InTormed of Agency decisions at each step In 
the application review. Developers are encouraged to propose processing 
schedules which are tailor-made to their Individual needs. For exper­
ienced developers, telescoping of time schedules by the performance of 
several tasks at once can result In substantial time saving v c essing.

The Agency assigns a Housing Development Officer to uct a^ llaiio.. 
between the developer and the Agency. This Development Officer also over­
sees the efforts of the various HHFA staff members Involved In the appli­
cation process. (Refer to Page II - 13.)
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8. SI6NIFIC/WCE OF FEASIBlLin m COHHITMEIIT
A Feasibility detenilnatlon Is based upon a prellninary evaluation 

and approval by the Agency with respect to the basic features of the 
proposal, the site, certain aenbers of the developaent team, the housing 
Market, construction and developaent costs, and Marketable rents. (Re­
fer to SaM).1e Feasibility Letter starting on Page III - 12.) There gen­
erally has been no detailed review of architectural plans, construction 
costs, or operating expenses during feasibility processing. A Feasibil­
ity Letter Is not a exmautmant by the Agency to finance the development.

A CoanltMent, on the other hanr* is a foraul statement by the Agency 
of Its willingness, subject to stated conditions, to wake both a construc­
tion and permanent mortgage loan for the development based on detailed 
plans and specifications, costs, expenses, and rents. (Refer to 
Commitment Letter starting on Page III - 25.)

The chief areas which must be approved by the Agency prior to Com­
mitment are:

1. Architectural plans. Including specifications.
2. Land value, construction costs, and other development costs.
3. Operating expenses and rents.
Although some Issues, financial Inputs, or other Items may not be 

completely fixed or settled at the time of Coomltment, the standards by 
which they may be resolved are firmly eatabHahod.

Other matters which are not resolved by Feasibility buv which must 
be coepleted prior to Coamiltment Include but are not limited to:

1. Approval for Section 8 funding.
2. Environmental protection reviews.
3. Approval of rezoning. If necessary.
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C. STEPS LEADING TO FEASIBILITY
For developers cnfamlllar with the Agency's Apartment Developamnt 

Program, Including its mortgage processing requirements. It may be de< 
sirable to arrange an Introductory Meeting with the Agency In order to 
discuss In general the features of the Program, processing requirements 
and other related matters. This meeting does not have to focus on a 
specific site and proposal.

The Initial Meeting Is a working session at which time the Apart­
ment Development Program, as well as the specific elements of the de­
veloper's proposal, are discussed in detail. The discussion generally 
touches upon: the proposed development team; the site; Its physical 
characteristics; ownership and zoning; surrounding lano uses; the con­
cept and basic characteristics of the proposed development; the housing 
market for the development; the projected construction costs; and the 
use of federal subsidy assistance (Section 8). Problem areas regarding 
the Agwtcy's program may be answered at this time. Based on the meet­
ing, the developer Is either encouraged or discouraged by the Agency to 
submit an application for a mortgage loan.

Prior to the Initial Meeting the developer should receive and re­
view a copy 0* this Handbook. The developer Is encouraged to provide 
the staff of the Agency In advance of the meeting with aqy maps, writ­
ten reports, studies, sketches, rough njmber work or other helpful In­
formation with respect to the proposal.

The major steps In the review process subsequent to the Initial 
Meeting but prior to Agency decision to issue a Letter of Feasibility 
are the following:

1.

2.
3.
4.
5.

6.
7.

8. 
9.

Submission of the Preliminary Application (Form 201) and the 
Application Fee (developer)
Site Inspection (MHFA)
Preliminary Financial Analysis — Form 202 (developer and MHFA) 
Market Analysis (primarily MHFA)
Analysis by MHFA of the qualifications of the developer (Forms 
203 and 204), Processing Agent (Form 205), and Architect (Form 
206)
Analysis of local receptivity (primarily ItiFA)
Submission by de»el(H>er of schematic drawings (desirable, but 
not necessary prior to feasibility)
Approval of MHFA Board
Issuance of Feasibility Letter by MHFA

The following material discusses these steps in greater deUil.

1. Preliminary Application (Form 201) and the Application Fee

Following the Initial Meeting, the next step In the application pro­
cess is the developer's preparation and filinj of the Preliminary Appli­
cation. MHFA Form 201, with supporting exhibits, and the Application Fee 
of $15 per dwelling unit (Refer to Page IV - 5). "his Fcrm is a general

-1^
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description of the proposed developaent. The Agency recognizes th«^ nwch 
of the Inforwtlon provided In Fore 201, particularly the figures on ren­
tal charges and projected costs Mty be subject to sedlflcatlon.

A Saaple Fom 201 follows. The naees and aeounts used In the Sample 
are only examples. They are not to be taken as acceptable benchmarks, 
amounts or ratios. They are Included for Illustrative purposes only.

f
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HtfA row 201
2/75

row 201 p><ELi ur-a^T At»PiicAno:< 
NlMICSCrA HOUSlrS FIH^NCE ACENCT 

ATAATMEAT tiEVELOPNENT PAOCftAH

OCVELOWENT NO 
OATS

Dtvtiootr

Nmn Jotw Q. Swith Dtvalapmtt, li»c.

Addrtss 101 E«»t Orlw_______________

City Blgtown, Kinnttou 55101

T#1«phpn# 42a/244/;42«_______________

Dmioptnt 
riM Minor

Addrus 95th Avenut 
City Simoon

County Mtitom

1. BASIC INfOWATlOM ( J uhtrt ippraprlita) 
» Nw Construction 130 X Filly

____ Nohibllltitlon _____ X Eldorly

RonUI

Co*optrit1vi

, LlnlUd Profit 
Non-Profit

II. development team

(Provide mm. iddrcsi end telephone ni«bcr)

Procesilno Asant (Consultant): First TIm Mortoaoe Co.. 414 E. 2nd *wwue. Blotm-".

Attorney: Leoyer end Liyer. 210 South Main St.. Jlgtotat 55002 , 42aM22/63lf^^^^°^ 

Architect: Robert Design. A.l.A.. 2660 Ele St.. Silltoon 55201. <2a/ft};fl'11)ff

Cenerel Contractor: Siilth Construction Co.. 1640 Pelt St.. Silltixn 55202 . 428/855/2345 
Merketlng-Henegerent Agent: Not selected

Other (specify): _______________________

III. DEVaOPMENT OESCPlPTlOil

of Units Type of Buildings Nueber of Buildings Nuiber of Stories
80
20

Serden Apertmts 
Tow houses

Unit
Type Ifeteber

Appro* Iwte 
Size

(Net Rentable 
So. Ft.)

Projected
Rent

Cost of 
Utilities 

Paid bv Occusart

Eff.

1 8R SO 725 5 221.00 1 12.00

2 BR 30 950 S 245.00 S 15.00

3 BR 15 I.ISO $ 280.00 X 18.00

4 BR S 1.350 5 296.00 S 21.00

5 BR «

TOTAL 100
Utilities to be paid by Occupant: Household electric. Includlno air cordltionimp 
No. of Parting Spaces: Coweraa 40 ( 5 12.00/sci.) Surface 110 (S -0- )

ilentel Space incljOed: 1. C&-r<rc1a1 _____ sq. ft. ___________ Est. Inct ?'.r.

2. Professional _ sq. ft. ________ Est. Incore/yr.Professional 
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wt* run at1/7$

L.

SITE immmm
AtUck: 1. flMwrtl 1oc«tfoa h$ IdMtlfjrlug tlw ilta. iMwtqr thopplng and co»- 

pMItlva davatopMts.
X. Stetcli plot pita of Pita, fatflcatlag dtamleas (or turvpy).
3. Optloa. Coatoct to furclMM. Dioi or ottior Intarost la land.

A.

t.

sloas: .ft. »»
fmoat aoalag clattlflcatloa:

. aad/w . acrtt

(XX) Iteonlaf It cantaaplatod to obtala a c1att1f1cat1« of
________________________ _ (_____ 12______ unltt/acroTT

ualtt/acro) 
R*3

( ) No rtzonloi It atcattary.
( ) (Mior aoalag adJvitBaats raqalrad (tptclfy)

C. Dttcribt tho piQrtIcal charactarlttlcs of tha alto (thao. tarraln. follaga. 
ttnicturat on tfta. ate.).

Coaplaul/ flat and bulldablo; aanjr aturo pint trtot at north adpt; no 
ttructuras prasantly on fita; rectanauUr thapa: rafar to attachod tur> 
vayt.

0. Unusual Siu Features (V if yet): Nona

______  Flood Plain

_ _ _ _ Nithin 300 foot of Railroad
_ _ _ _ Tantion Hirat
_ _ _ _  Staop Ravinat or Gradat
_ _ _ _ Rock Fomations

, Poor Drainage 
, Creak. Lake. ate. 
. mit

. High Hater Table 
IMstable Soil

List Others:

C. Hkat are ttw adjoining land uses (north, south, east and aast)?

North • Undeveloped
South > Single faaily residet.tial
East - Arterial street with convenience retail uses and undaveloped land 

further oast
Mast - Single faiily residential and snail apartaant buildings

F. Discuss access to coanarcial facilities. (Identify specific facilities 
nearby by type of store and location on nap).

Convenience grocery store and drug store adjacent to site; neighborhood 
shopping canter two blocks away; 3/4 nile fron downtown Shopping.

6. Oitcutt access to public transportation.

Rus stop one block fron site: John Q. Smth Developnantt. Inc. will seek 
route change to get bus stop at front entrance.

I
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r HNf« row 201z/n
UtllltiM: Oitcuts th« locitlon of utility lints rtittivt to 'Jie site tnd
tlwlr ivtllabltlty (mut. stniury and stone sewers, gas. electric).

All utilities aval'.able on site: lines for all utilities are laeadlately 
adjacent to or present at site.

I. Sewer;. SUU the naae and current percentage of capacity of the sewage 
treata«nt plant that will serve the development.

Swalltown Municipal Sewage Plant; 6BS of capacity; no EQC probleaa
anticipated

J. Describe heating and air conditioning fuel.
Heating - Gas
Air Conditioning - Electric

HOUSIHG HAPrjT IlffOAMATlOH

A. Discuss the current deaand for competitive units In the area, anc Indicate 
the renul levels of existing units In the area. (Identify specific de­
velopments by name, address, telephone nuaPer and location on map.)

DEVELOPMEWT 
Clendale Apartments

Wilson Gardens

A^SS/fHME

428/8S2/S621 ' 
9701 Wilson St. 
428/852/4627

SIZE 1 BR 2 BR' iBR VACARCIES
te units JTW JSIS - None

120 uniU $195 $230 $275 4S

IK units S2K $235 $280 a -''ii
428/853/8654

Market dmeand for 1 bedroom units extremely « rong -- no vacancies. More deUlled 
InfonMtIon can be obulned at the Agency's request.

a. Describe the population group (market) to be served by the development.

Emphasis will be placed on attracting young woderate and middle-income fam­
ilies. primarily without children. Also, tome student and faculty occupancy 
can be expected since Smalltown Coamjnlty College It 1/2 mile from the site.

VI. PROJECTED COSTS

A. Land (Including off-site work):

a. Ret Construction Cost (exclud­
ing general requirements, over­
head and profit Including site 
work, gross sq. t. ii7.«nn*):

C. Estimated Annual Taxes after 
Completion:

Cost For
Entire Cost Per Cost Per

Development Unit Gross So. Ft.

$ 6S.0K $ 0.15

1.478.0W I4.7W 13.10

30, OK 3K

'Includes 8,000 sq. ft. for garages and 800 sq. 
VII. TYPE OF CORSTWaKyj KO ACUITIES ^t. for community building.

A. Describe type of construction, 

a. Amenities [J where appropriate)

4 Ranges X Mister TV antenna

A Refrigerators ___

X Disposals

Mood frame, slab on grade, brick veneer coePIned 
with rough sawn cedar.

Laundry machines on-site (outside unit!

A Security system (specify features)
In garden apartmenu. locked lobby doors with 

^1s^w^^^er^ (not In 1 aR buzzer Intercom system 
a 50S of 2 8R units)------------------------- '--------------------------------
Carpeting A Landscaping (specify c..c;itl 20,000

Units ... ,

Public space ^

'-I



it^A raw 201 
2/«

. Vanltltt In t«Uir«0MS 

.l«)Miat fans (kitclMa A feadirooi) 
blcOTlts or patios • JQI O.U.*s 

, Air CoAtfitioniitg (spocify tjrstao) 
SI sorts and units

Cwunity buildtno or root 
( TO so. ft.)

Mpy iot
. Swiartng pool 
, Tonnit

. Storopo outsido unit 
Hoad bolt hoators

JL . fluibinp for laundry aodiinot in 
unit 3 and 4 M only

List ottior aaonltits:

nil. ODCA ntrawATioii 
A. Vos _J__Ob His this siU boon sUbnittod to tho Fodaral Mousinp Adfain-

istration, any otiior govamatnU) apency. or a privata landinp institution?
If so. txpiain sUtus on separata papa.
_ X_ Yas_ _ No It tha usa of Fedaral subsidies desired — Section 8 Assit-
iaaca for laior incon households? 50 t of total units.

C.

0.
Vos » No It the developaant in an urban 1 area?

Tes X Mo Does site developaMnt involve relocation? If to, tho 
ber of fasHIles to be relocated it______ and businesses is_______

E. If rehabiliUtion it contanplatnd: Not applicable

Yet

Yes
Yes

Yet

Yet

Yes

Yet

Yes

Vet

No Mill present pltMbinp be replaced?
No Will new electric service be insulled?
No Will the roof bo replaced?
No Will the pr>^ent rooai layouts be significantly altered? 
No Will now kitchens be insulled?
No Will new bathroons be insulled?
No Will the heating syttoai be replaced?
No Will new flooring be insulled?
No Will new windows be insulled?

AtUch: Brief narrative of rehabiliUtion work to be acconplished, including 
exUrior work.

IX, OTHER REUEVAHT INFORMATION
SchoMtic plant atUched. Prelininary zoning hearing hat been held. a«d rezonino 
should be accoto>lished within four to tlx weeks. SMlItown does not have a Housing 
Assistance Plan; local opposition to the proposed developamt it not anticipated.

The foregoing inforration is. to tha tt of Ny knowledge, true, correct, and compleU. 
AtUched is an Application Fee of $__ 300 ($IS/dwc11inr unit).

Spot,-or: John Q. Saith OevelopwenU. Inc.

Oau: 1/14/75
Please Atuch: 1.

By-- ^
General location nap identifying tho tiU. nearby shopping and 
cowpetitive develops its. Exhibit A

2. Sketch plot plan o' ^jte, indicating diasnsiont (or survey). Exhibit B
3. Option. Contract to Purchase. Deed or other inUrest in land.Exhibit C
4. Brief narrative of rehabiliUtion work.
5. Application Fee. (Check attached)
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2. Site Inspection

The site inspection will deal with the TjIlowing: physical charac­
teristics of the site (I.e. topography, type of soil, existing structures 
cn the site); character of the surrounding property and conwunlty; loca­
tion and quality of schools, shopping, public transportation, employment 
centers and community facilities; availability of utilities and water and 
sewage treatment facilities; and the suitability of the site for the pro­
posed housing. Sites for elderly and Section 8 assisted proposals will 
be reviewed on the basis of A^ncy and federal standards. (Refer to 
Exhibits C & 0 In Section VIII.)

In addition, the rentals, room sizes, and amenities of competitive 
developments In the market area may be examined on a preliminary basis at 
this time.

After the Agency's site Inspection and analysis, the developer Is In­
formed that either:

a. Based on a preliminary analysis, the site Is acceptable and the 
developer Is requested to submit Forms 202 to 206 (described be­
low);

b. The site Is unacceptable and further processing Is not possible; 
or

c. The site is acceptable If potential problems with the site or 
proposal can be eliminated. In some cases, processing will not 
procrxl until acceptable solutions to the problems are offered 
and approved.

3. preliminary Financial Analysis - Form 202

After the site Is approved, the Preliminary Financial Analysis Is 
prepared to obtain the estimated mortgage amount and rents for the pro­
posed develc^Mient. For developments where unsubsidized, market rate 
occupancy Is proposed, the rents projected must be competitive with other 
rental units In the area; they must also be low enough so that f' 'les 
whose Incomes are within the HHFA Income limits (See Page II 1
both be able to afford and be willing to pqy them. For deve 
where Section 8 assistance Is planned, the rents may not exc maxi­
mum rents (Fair Market Rents) permitted under the Section 8 .. .>gram (See 
Exhibit A In Section VIII.)

The development budget and operating budget are based In part upon 
submissions by the developer and In part upon analysis by Agenc” staff.
A comparison Is made between the developer's estimates of const ..ctlon 
cost and the data which are available to the Agency from previous financ­
ings, material obtained from other lenders, construction cost Indexes, 
consultants to the Agency, and the experience of the professional staff. 
Estimates are made of the expenditures for professional fees and carrying 
charges taklno Into consl^ratlon the developer's estimates and the ^B1FA 
Fee Schedule (See next section).

For purposes of the preliminary economic analysis, the developer's 
statement of land value Is accepted. The land value, however, will be 
adjusted should the subsequent appraisal Indicate that the devel(H>er's 
statement Is either Inadequate or excessive.

,'fl

J

p, .. :
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md based
Interest and aanrtlzatlon on the projected wrtgage are 
ased on an estinta of the Agency's bonding rate.

calculated

Other estiMtes of annual expense IteM Including operating and 
maintenance expenses, real estate taxes, vacancy allowances, and re­
serves are based upon the developer's submissions and the Agency's ex­
perience. The For. 202 (See Pages III - 16 to III - 21) provides the 
format for the analysis.

This form Is Initially prepared by the developer and Is subject to 
review and revision, as necessary, by the Agmcy. The revised form be­
comes a vital part of the Feasibility Letter.

4. Analysis of the Qualifications of tte Developer. Processing 
Agent w3~Arch1t^t (forms 20^ to 206)

Following site approval and s1mu^^.aneous with the preparation of the 
Financial Analysis (Form 202) by the aveloper. Forms 203 to 206 are pre­
pared aid submitted to the Agency. These forms provide the written Infor­
mation necessary for an Agency determination regarding the qualifications 
of the developer, processing agent and architect. Including:

Fozm 203 - DBvalopar'M ^uaii/ioaCiona mnd FHA Form 2530 
Form 204 - Principsl'a OuaJificationM and FBA Form 2530

The difference between Forms 203 and 204 Is that Form 203 Is concer­
ned with the sponsoring and development •ncicy while Form 204 Is con­
cerned with the principaia (normally the general partners) In the 
entity*

Form 205 - Procosalng Agant'a Ovalificationa
Form 206 - Architect'* Qualifications (This form Should be Submitted 
prior to the preparation of the schematic submission.)

Copies of these forms can be found In Section VII.

The subadaaion of the relevant form may be waived by the Agency if an 
individual or firm bar vrevioualy filed the form with the Agency, although 
the Agency omy require the previous form to be upaated.

5. Market Analysis

If the site Inspection and preliminary economic analysis are favorable, 
a market analysis Is conducted by the Agency. The market analysis determines 
whether there Is sufficient demand by families within the Income limits for 
the proposed development. Proposed room sizes, rents, and amenity levels 
are taken Into consideration. A review Is made of the vacancy levels and 
rents of competitive developments. Absorption rates of new developments In 
the market area are considered. In addition, material on other developments 
proposed for the area, economic and demographic data, and other useful data 
are collected and analyzed. Conversations may be held with people In the 
area's real estate Industry and municipal government.

While thr Agency assumes primary responsibility Tor completing the 
Market Analys,.,, tite developer may be asked to supply some of the data re­
quired.
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6. Analysis of Local Recall»Ity

The receptlvlt^r of the local mvemnent Is an Important factor In 
the feasibility of a proposed development. The analysis may include a 
review and evaluation of the following Items: recpjired zoning changes 
or variances; real estate taxation policy for N1FA financed developments; 
off-site inprovement requirmnents; sewer and water tap on fees and other 
s|Mcial assessments; the potential for opposition to the development fron 
the chief executive of the governing body or resi(tents near the proposed 
site; mid in some cases, a review of Housing Assistance Plans for lower 
income housing for coamamities applying for federal community development 
funds (Refer to Page II - 11 and Exhibit E, Section VIII). If major Im­
pediments to the feasibility of the development are revealed based on the 
Agency’s analysis, further analysis may be deferred until the Impediaents 
are removed.

7. Sdiawtic Drawings

In addition to the general location map and boundary map required as 
part of the Form 201. the Agency encourages developers to sidmiit schematic 
plans (including site plans, building and unit layouts, elevations and 
perspectives, etc.) as early as possible in the application process. These 
drawings are generally not necessary prior to feasibility. However, the 
Agency has foimd that their early submission aids in expediting the analysis. 
A Preliminary Design Conference should be held between the Agency and de­
velopment team prior to the preparation of schematics.

For more detailed information on architectural submission, refer to 
Section V, Architects' Guide.

8. Consideration by MHFA Board

The Housing Development Dfficer assigned to the proposal prepares a 
recomaendation regarding Issuance of a Feasibility Letter based on the 
various analyses described above. Upon review and acceptance of a De­

velopment Dfficer's favorable report by senior staff members and the 
Executive Director, the proposal is submitted to the itIFA Board for appro­
val. If a favorable determination is made by the Board, a Feasibility 
Letter is Issued.

9. Feasibility Letter - Sample Feasibility Letter

A Feasibility Letter is Issued over the Executive Director's signature 
when the staff and Board are satisfied with respect to the preliminary 
analysis of the basic features of the proposal (i.e. dwelling unit sizes 
and types, building types, economic mix, nunber of units, etc.), the site, 
certain members of the development team, housing market, projected construc­
tion and development costs, and rents. The Feasibility Letter concludes 
with an invitation to file a formal application.

A Sample Feasibility Letter and Form 202 follow. Again, the names and 
amounts used in the samples are only examples. They are not to be taken as 
acceptable benchmarks, amounts or rates. They are Included for Illustrative 
purposes only.
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SA>i»LE FEASIBILITY LETTER

John q. Smith Developments, Inc.
101 East Drive 
Bigtown, Minnesota

Attention: Nr. John Q. Smith, President

Re: Pine Manor, 95th Avenue, Smalltown, Minnesota, MHFA #ML-0

Gentlemen:
We have reviewed your request for mortgage financing on the captioned development 
and find that the site, housing market and program set 'orth below, rubject to 
the conditions also set forth below, appears feasible for mortgage financing under 
the Minnesota Housing Finance Agency (MHFA) Apartment Development Program, pimso 
not« that this (loss not (xnstiiuts a cosadtaent to finance. Accordingly, you are 
Invited to submit a formal application for mortgage financing.
1. Site: Approximately 10 acres, N/S 95th Avenue. Smalltown, Hestem County.
2. Owner>Mortgagor: A limited profit entity to be formed, subject to tWFA ap­

proval as to meebershlp, capitalization, and legal format. Please note that 
as of this date we have not obtained completed personal and credit Informa­
tion on the proposed members of the limited profit entity and therefore we 
have not been able to undertake our background Investigation.

3. Processing Agent: First Time Mortgage Co.
4. Attorney: Lawyer and Lawyer. Please note, however, that the Agency has not 

received Fonn 208, the Attorney's Qualifications.
5. Architect: Robert Design, A.I.A.

6. Builder: Smith Construction Co. Please note, however, that until Form 209, 
the General Contractor's Qualifications and FHA Form 2530 are filed we will 
be unable to undertake our background Investigation, and therefore this 
designation must be considered tentative.

7. Program: 7 two-story buildings conUlnIng 100 dwelling unlU consisting of:

III - 12 4/75
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8.

9.

11.

50 - one-bedrtKM garden apartmnts 9 725 sq. ft. 
30 - two-bedroon garden apartments 9 950 sq. ft. 
15 - three>bedroom townhouses 9 1,150 sq. ft. 

5 - four-bedroom townhouses 9 1,350 sq. ft.
Total IQO dwelling units

Included In the development will be a Omnunlty Building of 
approximately 800 sq. ft. and 40 garages.

Plans ft Amenities: Your proposed site plan would be acceptable with 
some minor modifications. However, we have not received schematics 
at tills time, and this Feasibility Letter Is Issued subject to your 
presentation of an acceptable schematic submission. The construction 
Mst stated below Includes all tJw amenities listed In the Form 201, 
Preliminary Application, for the subject development. Plans for the 
development must conform to the FHA Ninimun Property Standards and 
the Agency's Design Standards.

Total Estimated Oevolopment Cost: Tentatively estimated to be not 
more than Jl,995,303 dlstrtbuted as follows and as set forth In the 
mFA Form 202 (attached).

Total Construction Costs (Including all Improvements, 
General Requirements, and Builder's General Over­
head, etc.)

Total Fees (Architect, Legal, Processing Agent, etc.) 
Financing and Carrying Charges 
Bulldcr/Sponsor Profit and Risk Allowance 
Und

Total

$1,548,120

85,095

121,606

175,482

65.000

$1,995,303

10.

The Agency cannot make final cost estimates for the development until 
plans and specifications have been further developed. If the replace­
ment cost Is Increased, the development may be made Infeasible.

Mortgage Terns: Maximum loan In the amount of $1,867,604, or 90$ of 
the total development costs, plus a Development Cost Escrow. The maxl- 
M term of the pennanent mortgage loan Is 40 years and the projected 
Interest rate Is 8.OX. As you know, the Interest rate Is subject to 
the fluctuations of the bond market, and although the Agency used an 
8.OX Interest rate projection In computing the rents shown below In 
paragraph 12; this Is In no way a guaranteed rate. In the event that 
a co^tment Is subsequently Issued and the development proceeds to 
Initial closing, the Interest rate will be determined based upon the 
Agency s cost of acquiring funds for loan to the development through 
the sale of Its tax exempt bonds and notes. If the mortgage Interest 
rate proves to be higher than 8X, appropriate Increases In monthly 
rents will be authorized.

Federal Financial Assistance: Assistance under the Federal Section 8 
Progr m shall be used for approximately one-half (50) of the dwelling 
imits. MHFA will apply to the Department of Housing and Urban Develop-
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n»it (HUD) for this assistance. HUO has reserved some Section 8 funds 
on a "case>by>case" basis and. In this Instance, to also caIn appro­
val for a 10X Increase In the Fair Harket Rmts applicable to Smalltown. 
HHFA will use Its best efforts to obtain such approvals, and expects to 
receive such approvals, but at this time cannot make representations of 
firm availability of the fipids.

12. Harket Rent: The following market rents are projected for the develop-
ment:

Utilities
Contract Paid By Gross

Units Rent Occupants Rent

1-bedroom $221.00 $12.00 $233.00
2-bedroom $L.,.,.00 $15.00 $260.00
3-bedroom $280.00 $18.00 $298.00
4-bedroom $296.00 $21.00 $317.00

An Increase In the mortgage Interest rate to 8.5X from 8.0X would In­
crease rents by an average of $7.00 per dwelling unit.

13. Utilities: A gas-oil conversion system has been selected for heating 
and hot water. Occupants will pay for household electric. Including 
an electric range and air conditioning. This system will not be ap­
proved unless you can demonstrate that It Is less expensive, consider­
ing both operating and construction costs, than an all electric system.

14. Sewer: In addition to municipal approvals regarding sewer connections 
you will be required to furnish evidence that the sewage hook-up does 
not violate any rules, regulations or requirements of the Minnesota 
Environmental Quality Council.

15. Taxes: Real estate taxes of $30,000 were Included in the operating 
budget for purposes of establishing financial feasibility. This quo­
tation was provided by you with full knowledge of the critical Impor­
tance of this niaiiier In determining financial feasibility. Prior to 
submitting your formal application to our Board, for purposes of 
authorizing a Camltment, It will be necessary for you to submit evi­
dence, acceptable to MHFA, substantiating this tax figure. In the 
event the tax figure Is Increased, financial feasibility may be de­
stroyed thereby making the development Infeasible.

16. Land Value: In accordance with established HHFA policy, land will be
valued at (1) cost (plus acceptable reasonable carrying charges. If 
any), or (2) fair market value, whichever shall be lower. An appraisal 
will be coapleted In approximately six weeks which will establish the 
fair market value.

XC is importMnt to understand that this letter Is not to be construed 
as a Comsitsmnt on the part of MBFA to finance your proposal. It 1s Intended 
only to establish the economic Inputs of the proposal, the type of develop­
ment, the number, the size, and the proposed co^>os1t1on of the units, and 
the imit rents. Your application for a Commitment will be accepted for fur­
ther processing by HHFA If your submission does not vary with respect to the 
Items established herein.
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It should be understood that this letter places upon you the respon­
sibility to develop a viable project. The conclusions recited above do not 
reflect detailed cost or operating expense estimates. These determinations 
Mflll be made at the next stage of processing.

To enable you to make a formal application for a mortgage loan, the 
Agency has sent you copies of mFA Forms 207 to 212, and the WFA Architects' 
Guide am^ the Form 202 (Schedules A & B) to your Architect.

The Form 207, Sitm mnd Buviroimaatal Data, should be submitted within 
fourteen (U) days from the date hereof. Before yOur architect proceeds irith 
the developcmnt of the schematic submission, a Preliminary Design Conference 
is necessary In order to discuss the Agency's architectural standards and 
submission requirements. Your Processing Agent should make the arrangements 
for this meeting.

This letter, Jid the invitation to file a formal application, expires 
sis (6) weeks from the date hereof, unless forms 207 to 212, a full schematic 
subsdssion, and the Ccmmitmant Pee of $15 per dwelling unit have been received 
by the Agency.

The total elapsed processing time to closing. Including all reasonable 
and necessary periods for NHFA staff review, should not exceed five (5) months 
from the date hereof. This Feasibility Letter shall remain valid and effec­
tive until _ _ _ _ _ _ _  , unless extended or renewed by the
Executive Director for good cause shownT

Please remember that your Processing Agent and our Development Officer 
are responsible for processing the subject proposal, and contacts with the 
Agency should generally be made through our Development Officer, Carol Adams. 
Ue look forward to working with you on this 1nq>ortant housing development.

Sincerely,

James F. Dlugosch 
Executive Director

CC: A. Hover. First Time Mortgage Co.
Carol Adams, MIFA Development Officer
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2/7S WTA no. 
DATE

SCHEDULE C: ESTIHATE9 A.VJUAL EXPEWES A-’J) IMCOHE

2/M/75

ftortga'rt Aaoont $_ 1.867 .MIL

EitiMUd Hortsage Interest lUte 
Tens 40 Teers 
1. Total Grots Annual Expense

B.00 % HHFA Fees and Oiarget

Debt Sen. ice Factor .0838C

e.
b.
c.

d.

e.

Interest and AHortIxatlon 
mFA Annual Fee - 0.5 S
Operating r.xpen$et (refer Sen. 0)
S 135 /Year x 435 Roon 
Taxer - flea! Esute: S ^ /D.U.;

10. B % of Une if:
Reserves:
(1) Painting and Decorating

S 15 /Tear X 435 Roo
(2) Replaccaienu

T
f. Return on Equity - 

S 199.530 
Other (specify)

0.6 I of Line Ig. of Sch. B; 
a '' /Year X 435 Rxi

t on

58.725

30.000

8.858

7^981

Effective r.ross Expense {Incow) 
(sub-total Lines la. • g.)
Vacancy and Collection Lots Factor - 

5 t Of IJ.

2.

3.

4.

5.

TOTAL

Less: Non-Housing Ir.coee (refer to Sch. E)

Total Net Anm.a1 Expense

Total Net Fionthly Expenses

Average Rent/Roon/Konth
(Lino 4 ^ 430.5 renUl roow*)

CONTRACT
RUHBER* ROONS/D.U. RENT

Eff. . S
1BR. ; 50 3.5 221.00

2 BR. - 59- - 4.5

3 BR. 15 6.0

4 BR. s 7.0 296.00

UTILITIES 
PAID BY 

OCCUPANT—

12,00

GROSS
RENT

li.OO

IBJU

21.00 317.00

TOTAL

TOTAL ICT NO. EXP. (Line 4 Above)

S P7B.QS4 
14.634

-232ABI__
( 6.684 )

286.004 
i 23.834

I 55.36

NONTlCr
CONTRACT

REST
INCONE

11.050.00

4.200.00

1.480.00

S ?3.835.00 
S 23.834.00

* Do not Include free apartwnts (and rooas) for aulntenance and wnagewnt personnel 
— Not Included In 1 c. above



DATE HL-0

SO«OUL£ 0: ESTIHOTtP MML OPEMTW rtfPtSES

1.

a. Advtrtlslng and Hirtetlng............................ t_
b. Ntiugwnt Faa - S /O.M.t

* of Ik. Scbadulo C . . . . . .

c. Lagal  . . . . . . . . . . . . . . .  C
d. ... . . . . . . . . . . . . . . . .  II
a. Otbar (sotclfy) . . . . . . . . . . . . .  C

SUb-TOIM.

a.
b.

c.

d.
a.

f.

t
I.
i-
fc.

I.

Clavator Kaintananca. .  . . . . . . .  I_
Haattng and Air Conditioning Niintananca.
Janitor Supplla* ................................
*ajrro11 (fron sckadula below)........
Bapa1r» ............................................................
Extarwtnating................................................. a_
Imurance........................................................ •_
Grounds Mtlntanar^ . . . . . . . . . .  S

Snow Raaoval . . . . . . . . . . . . . .  I_
Cow./Prof. Soace......................................... $_
Other (specify) ............................................. $_

a»-T0TAl
TOWl AOMiaiSTRATIVE 

AMO HAINTEKAKCE

3. Utilities (paid by owner)
a. Oil .....................................
b. Electric (paid tgr owner)

□ Elevators □ Heating

□ Household ElectHclty □Hot Hater

□ Air Conditioning □Cooking

□ Public Space □Ooew/Prof.

c. Sewer .........................
d. Hater........................
a. Gu (paid by owner)

HOT WEQUIBED AT 
FEASlBlim

□ Cooking
□ Air Conditioning

□ Heating
□ Hot Hater

f. Garbage and Trash Ranoval . . . . . . .  S_

g. Other (specify) ............................................. I_

TOTAL S.
4. Totti Qpe>-at1no Dmanses (enter on Line Ic. of Schedule C)......................... $_

5. Average Expense/teow/Tear (Line 4 4.

6. Payroll Breakoort

total roons) ......................... $_

naMWViiw iMUalMWitV*
rmweaMha TmiI

a( ) a t t
( )
( 1
( )
( )

e( ) !s 1 s
• Po not Include In total.

Inese 1te« sncald oe tacked up by bids, cstlaates fre-’ the utlllV corpan'es. >>r a-» 
analvtls of exoenses (•*':urred by cowptrable <evelo?t*r*s.



vn DATE 14/75

row ?02 - n;j>!HClAt A.‘HlYS7S

SCHEDUU A: BASIC l.’.TC-MTIOr; 

•Win Q. SaltOtytloeatnU, Inc.

( V •»<'sr« cpprojr'jt.?',

X re«lblll:y 
___ Coaiiltnen:
____ InltUl Closinj 
___ Pm-Occupcncy

(Hm of Dcviiiocer) 
Eastern EsUUS

LOCATED *T

(lUM Of HbuiTng Oevtiopatnt)

9SUi Avanuo SmIUomi

n^)Aor(WIFA MO.) 
Mot tom

(Munlcipcl^ty) <nd (County)

TYPE OF KVEIOPXEWT

(X } Hex Construction ( ) Non-Profit

( ) RetinblllUtlon ( x) Halted Profit

Zoning Cltttificatlon: «-3_ _  ( 12 Units Per Acre)
No. of <N«11ing units: 100_____ Total Land Area 4Z6.900 Sq. ft. (9.8 acres)

Total Parking_____________ 150 Lar.d Coverage 52.000 Sq. Ft. (12.2 S)

Ratio of Parking to D.U.‘i l-S/l Density_________10.2________Units per acre

( X ) Section 8 50 t

( ) Elderly___________ .

__  Existing X Proposed

TYPE OF STRUCrjRES

Residential A (type):* 6

Residential 8 (typel:* TH

Cowfcial/Profess ions 1
Garage

Cooeunity

totals

Of
8ui1dings

T5»a»er
of

Stories

iSiSer
of

Units**

Gross
Square
Feet**

80.000

24.000

8.000

800

• Garden Apartnants (6). Towihouses (TM). Mid-Rise — 4 to 8 stories (KR), 
High-Rise (HR), etc.
Toul for structure tXPe — not per building.

APARTMENT DISTRIBUTION

1 Sol 
[You.

uwiT Tvee i 0 u •.
ol

D U ■» j
Sait

(N€f K^ntsf Amtt

1
i llrfNtd^ Rooms

1

o* I
Balcer'.t i

1 Projected Monthly I
1 Housing Exoense '

; Fo Total contract
Rent

Utu. raid ; 
by Occjp.

A. 1 BR ■ G i SM i 725 ft. * 3.5 175 ! ?n t221 $121 ! !
le 2 BR - 6 * 30S ' 30 950 to. ft. Li.ij 1» 20 S24S $15

1 ‘ ;
C 3 SR - TM 1st IS 'l.iso so. ft. fi 90 mm t?m $18 ''

: ■ __ i__________1____
0 4 BR - TM St :1 $ •|l.3S0 so. ft. 7 35 S296 $21--------------------------------, j------------1

! 1
ii !
_____________ ^ i i . 1
' TC’al : 'OF 100 — — ; 43S 40

4.4Average rc. of rocs p:r 3, U. __

Utilities to De paia oy occupant ^except telephone!;

__i_ Mousenold e’tctric 1 Air tar MtienJn-a



>iHfA ao.
OATt___

N.-0

SOCDUX 8: ESTIWATED OCVElOWtCTT COST Am) HOATGACt A?«UIT

n. RMidcntial A S 13.00 /9n»S so. ft-
b. Rntidential 8 t {4.SO /oroas so. ft.
c. Cow./Prof. $ /gross so. ft.
d. Sarage 1 s nn /oross so. ft.
0. Coanmity S 25.00 /gross so. ft-
f. Site Morfc 1 SMI m /O- U-)

9- Sm TOTAL-----

SJjOJOJKB 

$

h. Caiwral RtquIrcMfiU
?.no X of S i.4;a.fXM

I. luMwr's Shorol OmtSou
f.OO t of S 1.478.000

J. Eirretr’TTrofU (onljr

k. londPrSnwi
l. Othtr (tptclfy)

■.

mi
•.

D.

TOTAL

ArcMUct't Fn — OMlgn

AraiTtocF* Ft# — SiiptrvUlon 
T1 1 of i 1.478.000

e. Ltoil
d. Procoiling Afont -

Nirkoting - 1 t of Lino So.
f. Survtyt «nd Sod Borings
g. other Foes (ipecify)

.90 « of Lint 8i.

$ 40JMia
t nnh
1 Wiflfln

t 1.478.000

2^.560

l_ 29.560

$_
$_BlK'X'Ja
I

31.481m
17.8M

$ 1,548,120

TOTAL

3. nmHCire Aao cawwimc cha«6CS

t. Inttmt At B I for 10 nonthi on S 897.887 
b. T«m 

Insur«nc«
ttffA Inspection Fee - 0.5 1/yttr of Lint 3a.

c.
d.
t.
f.

t
1.

mFA F1n«ncinq r«t
AWO (only non-prorltiT" 
Title and Recording 
Other Fees (specify)

Jk of Line 8a.

TOTAL

WmJCRAPOigOR PROFIT AW) MSK 
10 t of t 1.754.821

LARD

•• L _/0.U., and
ft. at S 0.15

(Total 1-3)

per tq. ft.
b. 6/F-tite IiR)rovcewnts. Up on fen, spec, assess. $_
c. Carrying Charges $_
d. Relocation CosU S_

TOTAL

65,000

85,095

121.606

t 175,482

--------- I 65,000

6.

7.

8.

TOTAL ESTIHATEP OCYCLOPIgltT COST OF PROJECT (TOTAL 1-51(Per O.U. $19,953 )$ 1,995,303 
10____ 1 of Line 6 S 199,530CQUITY REQUIRDCinr -

HAXnW H0RTSA6C LOAN

S of Line 6
b. Developne^Cost Esctom 

S 718 /D.U.; ____4 of Line Sa. 
TOTAL............

$ 1.795,773 
i 71,831

-------- $ 1.867.604



zm "0. wi-o
DATE ?/14/75___

SOCOat E: II0W-WUSI% INCOME

1. Ptrfcino IBCOI

•• <0 Indoor spaces - S 12.00 tm. I 12 W. ■ S 5.760

Lw* Id » Vacancy loss equals . . . . . . . . . . .  S 5,184

fe. 110 Outdoor spaces - I -Q. /oo. 1 12 ao. ■ $_ _ _ _ _

Lott_ _ _ _ _ * Vacancy lost equals . . . . . . . . . . .  S_ _ _ _

2. Incoae Froa:
e. Hashing aachines - I 15.00 /D.U./yr. X 100 D.U. . . . . . .  S 1.500

b. Vending aachines - S_________ /O.O./yr. X_________ ^D.U......................... $________

3. Professional space -_________ sq. ft. X $_________ /sq. ft./yr.

Less_________^X Vacancy loss equals.......................................... $_______

4. Coanerclal space -___________ sq. ft. X $_________ /sq. ft./yr.

Lets_________Vacancy loss equals ........................................... S 6.664

WIT

Eff.

Li
h..'-

S Bit.

SCHEDULE F; WFA HARKtT RATE PR06RAH FEASIBIUTV

occuPA-nev

1

2

GROSS

M31_

NINIMin INCOKE 
NEEDED TO 

AFFORD RENT*
WFA

INCOfC
LIMIT**

AMOUNT OF 
SPREAD FEASIDLE

Sl.DOO spread ainlaua for 
this devetopaent.

1 BR. 1 233 1>.184 15,780 4,605 Yes

2 233 11,184 15,789 4,605 Yes

2 BR. 2 260 12,4d0 15,789 3,309 Yet

3 260 12,480 16,105 3,625 Yet

4 260 12,480 16,421 3,941 Yet

3 BR. 4 298 H.a04 16,421 2,117 Yes

5 298 4,304 16,737 2,433 Yes

6 298 14,304 17,053 2,749 Yes

4 BR. 6 317 15,216 17,053 1,837 Yet

7 317 15,216 17,368 2,152 Yet

8 317 15,216 17,684 2,468 Yet

8
9

10

• mnlwa Incoae needed to afford the WFA aarfcet rate (unsubsidized) rent assuBcs 
occupants should pay at a aaxiaua 251 of their gross Income toward housing expenses. 
Therefore, ainlawa Income Is calculated by multiplying the gross rent X 48.

«* This column Indicates the estimated gross Income limits. In lo.-v cases, the limits 
could be higher for households with elderly ne^rs. secondary wage earners, n.-vi- 
recurring income and extraordinary aiedical expenses.
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SCHQWLC 8: SECTIW 0 FCASIBlLin

SECTION 8 
FAIR MARtn I 108 ofiw*

BROSS ANOUNT OFim RENT (FMR) ■?1fT SFREAO FEASIBLE

Eff.

1 BR. 225 248 233 15 Yes

2 BR. 255 281 260 21 Yes

3 BR. 373 298 75 Yes

4 BR. 395 317 78 Yes

S BR.

* Um only If adjustmont rrqulrad to tsUbliih featfbdUy

SOCDULE H: HeOumEXgfTS FOR snUtltHT AT ClOSlltG

1. Equity Requlronent (Line 7. Schedule B)

2. Uorking Capital Escrow ( 3 X of Line 8a., Schedule

B) (specify — Cash or Letter of Credit [LC])

3. SUB-TOTAL -----------

«. Less: Sources of Equity

a. Bet Inxerest In land
b. BSPRA (Line 4. Schedule B)
c. Other (specify)

t 199.530

S 53.873 TLCl

-------------------------------- i 199.530

s -0- 
i 175.IB'
s" -"""

d. SUB-TOTAL ------------

S. Total Estloated Cash Requlrenent for Closing

( 175.482 )

i 24.048

1

0

The undersigned Applicant hereby nakes application to the Minnesota Housing Fi­
nance Agency (WFA) for an Interla and penaanent Mortgage loan In the anount of 
t 1 .a67.t04 for a Ura of 40 years, pursuant to the Minnesou Housing F1-
nance Agen^Act, as aaended. for the purpose of providing housing as described above, 
said loan to be secured by a first Mortgage on the property herein described. The Appli­
cant further requests WFA, on behalf of this OevelopMent, to make application to appropri­
ate agencies of the Federal Goverranent In order to obUIn Section 8 Housing AssIsUnce Ray- 
Ments, In furtherance of low and/or noderate Income occupancy for 50 of the Oevclop- 
nent. The Applicant undersunds and agrees that any Coanltaent or loan nade by ibiFA may 
be conditioned upon availability and use of Section 8 assisunce.

The undersigned hereby certifies that he believes ne can build the Oevelopcnent 
within the development budoet set forth In Schedule B and operate the d-n-elopment vitn the 
operating budget set forth In Schedule 0 and further certifies that the Informatian set 
forth In these Financial Schedules A through H. and in any atUchaents In support the-eof. 
Is true, correct and conplete to the best of his knowledge and belief.

IN WITNESS WHEREOF, the Applicant has caused this docuaent to be duly executed 
In Its naae on this I4t» day of________February____________. 19 75

By:

John Q. Smith Dwelopwents. Inc.
A)*PLlcA.*iT

Pyldfit___________
TITLE



D. STEPS LEADING TO COMMITMENT

The Feasibility Letter concludes with an invitation to file an 
application for Commitment. The major steps leading to Coinnitment 
include:

1.
2.
3.

4.

5.

6. 

7.

8.
9.

10.

Application and ;*pprova1 for Section 8 funding (MHFA) 
Submission, review, and approval of HHFA Forms 207 - 212 
Submission, review, and approval of schematic drawings 
and documents
Submission, review, and approval of Financial Analysis 
(Form 202) for Commitment
Submission, review, and approval of preliminary plans 
and specifications
Agreement on construction costs and schedules (Forms 213 
and 214}
Submission, review, and approval of Affirmative Action 
Plan During Construction and the Pre-Connitment Marketing 
Plan (Forms 215 and 216)
Submission of evidence of zoning (developer)
Approval by WFA Board 
Issuance of a Commitment by HHFA

The following material discusses these steps in greater detail.

1. Section 8 Reservation

Imnediately after a Feasibility Letter is issued, the Agency will 
prepare and submit an application for the necessary preliminary reser­
vation of Section 8 funds. As mortgage processing progresses, addi­
tional submissions and approvals are required (Refer to Exhibit F, Sec­
tion VIII). A firm reservation of Section 8 funds will be obtained by 
the Agency prior to Commitment.

The developer has no direct role in obtaining Section 8 reserva­
tions; the Agency undertakes this task.

2. Forms 207 to 212

Within six (6) weeks of issuing the Feasibility Letter, the de­
veloper is required to submit Forms 207 to 212. These Forms provide 
the Agency with more detailed information about the site; information 
necessary for evaluating the credentials of the attorney, general con­
tractor, and marketing/management agent; and Equal Employment Oppor­
tunity and Anti-Discrimination certifications. Sample copies of the 
Forms are included in Section VII.

Form 207 - Site and Environmental Data - This Form provides the 
Agency with information necessary to expedite federal environmental 
clearance of the proposal and HHFA's appraisal of the site. It also 
attempts to identify any latent site problems. (The Form 207 should 
be submitted as quickly as possible after receipt of the Feasibility 
Letter.)
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Forms 208 - 210 provide the wItten infomatlon necessary for an 
Agency determination regarding the qualifications of the attorney! gen­
eral contractor and marketlng/management agent. The FHA Form 2530 Is 
required and Is used to review the federal housing program experience 
of certain members of the development team.

Form 208 - Attorney's Ouslificstions

Form 209 - General Contractor’s Qualifications and FHA Form 2530

Form 210 - Marketing Agent's and Management Agent’s Qualifications 
and FHA Form 2530 (Hay be two different entitles)

Forms 211 and 212 are required at this stage of processing In order 
to obtain a firm reservation of Section 8 funds.

Form 211 - Affirmative Fair Housy>g Marketing Plan (HUD Form 935.2) 
This plan develops the strateglef, techniques and goals for achiev­
ing occupancy In the proposed development by minority group members.

Form 212 - Equal Employment Opportunity and Anti-Discrimination Cer­
tificates (FHA Form 2010 and HUD Form 41901)

3. Schematic Submission

Within six (6) weeks of ruing the Feasibility Letter, a full sche­
matic submission must be forwardeu to the Agency for review. Normally, 
laraedlately after the Feasibility Letter Is Issued, a Preliminary Design 
Conference Is held tetween the Agency and development team. At this 
meeting, the Agency's Architectural Standards and submission requirements 
are discussed along with the architectural program for the proposed de­
velopment. The schematic submission Includes a site plan, building and 
unit layouts, building elevations, perspectives, wall sections, brief 
specifications, and a sunmary cost estimate. The Architects' Guide, Sec­
tion V, provides the detailed guidelines for this submission.

4. Financial Analysis for Cowaltment

The Financial Analysis (Form 202) for Conmitraent is completed after 
the Agency's approval of the schematic submission. This Financial Analy­
sis updates the preliminary financial analysis used In the feasibility 
determination, and It Is based on the refined architectural program, and 
construction and operating cost projections. Detailed operating cost ex­
pense estimates are prepared — Schedule D of the Form 202 (Refer to Page 
III - 19). Since the Agency's appraisal Is generally completed at this 
stage of processing, land value Is firmly set. Real estate tax estimates 
are refined. Construction costs are based on the sumnary cost estimate 
prepared by the architect and developer (or general contractor). The form 
202 for Commitment sets firm construction and development oost limits for 
the duration of mortgage processing.

Ill - 23
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5. Preliminary Plans and Specifications

After the successful completion of items 1 through 4 above, the 
architect prepares preliminary plans and specifications in accordance 
with the guidelines described in the Architects' Guide (Refer to Sec> 
tion V). The Agency reviews and approves these submissions. The pre­
liminary plans and specifications are usually equivalent to 50t to 60X 
complete plans and specifications. The approved preliminary plans and 
specs are used by the Agency and developer (or general contractor) to 
prepare detailed cost estimates.

6. Agreement on Construction Costs and Schedules (Forms 213 
and ^14)

After agreement is reached on the preliminary plans and specifica­
tions, the developer (or general contractor) and the Agency each prepare 
detailed construction cost estimates. Form 213, the Trade Payment Break- 
dom), is used by the developer to present the cost estimate (Refer to 
sample in Section VII). The Agency reviews the developer's estimate and 
substantial differences in the estimates are resolved through negotiation. 
After agreement is reached between the Agency and the developer, the de­
veloper and general contractor commit to build the proposed housing in 
accordance with the Trade Payment Breakdown and preliminary plans and 
specifications using Form 214, construction Coaaitment (Refer to sample 
in Section VII).

7. Affirmative Action Plan (During Construction
Commitment Marketing Plan (Forms 215 and 2T6

and Pre-

After agreement is reached on the construction costs, the developer 
(or general contractor) prepares Fora 71S, Affirmative Action Plan Duriny 
Construction. This plan develops the strategies, techniques and goals 
for achieving eiiployment of minority grot4> members during construction.

At this stage, the Marketing Agent prepares cha Pre-coamitnent Mar­
keting Plan, Form 216. This plan develops the basic strategies for mar­
keting the development, including the development of a “Resident Selection 
Plan." This plan established the basic marketing strategy and economic 
mix for the development. Sample copies of these forms are included in 
Section VII. The plans are reviewed for conformance with State and fed­
eral requirements. Agreement on these plans is required prior to commit­
ment.

8. Zoning Evidence

Where re-zoning or other zoning adjustments are required, the de­
veloper must submit evidence that the re-zoning or other necessary ad­
justments have been accomplished.

9. /pproval by MHFA Board

The Development Officer assigned to the proposal prepares a recom- 
n»)dation regarding issuance of a Commitment Letter based on the analyses 
and approvals of the items described above. If senior staff members and
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the Executive C.rector concur *rtth the Oevelopwent Officer’s positive 
recoraaendatlont the proposal Is siAeritted to the Board for approval.
If a favorable determination is made by the Board, a Coewitmen" Letter 
is Issued.

■t-

i
10. CoBmiitment Letter - Saacle Commitment Letter

A Commitment Letter is Issued over the Executive Director's sig­
nature when the staff and Board are satisfied with: the qualifications 
of the development team, the architectural plans and spedrications, 
the construction and development costs, the projected rents and operat­
ing expenses, the zoning, and the affirmative action and equal employ­
ment opportunity plans. All major iepediments to the prompt construc­
tion of the development must be removed prior to Commitment. The 
Commitment Letter concludes hy setting out the legal requirements and 
other conditions for closing the mortgage loan. A Sample Comnitment 
Letter follows. Again, the names and amounts used in the sample are 
only examples; thqy are Included for illustration purposes only.

■!
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IV. mFA FEE SCHEDULES

A. INTRODUCTION

Fee schedules contained in this documwit reflect the "MAXIMUM" 
(Mortgageable) fees to be allowed for housing developments financed 
by the Agency.

Host knowledgeable developers will negotiate fees with the other 
■embers of the development team within the established maximums and 
in many cases, this will be inperative to achieve economic feasibility. 
In all cases, however, the allowable mortgageable fee amounts are gen­
erally negotiated between the Agency and the development team. THE 
FEES LISTED BELOW MAY BE CHANGED FROM TIME TO TIME WITHOUT NOTICE OR 
ON A CASE BY CASE BASIS.

B. BUILDER’S AND SPONSOR-: FEES

1. General Requirements (Certifiable)

Items of cost to be considered in this allowance are specified in 
the detailed Trade Payment Breakdown (Form 213). including: on-site 
si4>ervision. signs, field office expenses, temporary sheds and toilets, 
temporary utilities, equipment rental, clean-up costs, rubbish dispo­
sal, permits, surveys, watchman's wages, material inspection and tests, 
all of the builder's insurance, temporary walkways, fences, roads and 
other similar rxpenses. The Agency allows a maximm of 2.sox of net 
construction ccsts which is the sum of the subtotal amount for struc­
tures and site work on line Ig. of Schedule B, Form 202 (Refer to Page 
III - 17). For mid-rise or highway apartment construction, the General 
Requirement may exceed that of 2. SOS stated above.

2. Builder's General Overhead (Non-certifiable)

The Agency allows a Builder's general overhead allowance based on 
net construction costs as defined in item 1 above. The permitted maxi- 
otjm non-certifiable allowance follows:

NET CONSTRUCTION COST
MAXIMUM OVERHEAD 

ALLOWANCE

$ SCO.000 
$1,000,000 
$2,000,000 
$5,000,000 

Qy.£B $5,000,000

3.00S
2.755 
2.2SS
1.755 
1.50S

,5

The percentage rate should be adjusted proportionately (interpolated) 
when net construction costs fall between two points.

3. Builder's and Sponsor's Profit and Risk Allowance (Limited 
Profits Only) ----------

For limits profit developers, a mortgageable Builder's and Sponsor's 
Profit and Risk Allowance (BSPRA) is permitted. This Allowance includes
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I *

the profit both for building and for sponsoring the development. In those 
instances in which a developer engages a builder to do the construction* 
the developer may pey the builder's profit out of the BSPRA. This payment 
of profit to the builder will entail the sponsor investing more cash In the 
development than would have been the case If the sponsor were also the 
builder.

The BSPRA is cslculated at 10% of all mortgageable construction costs, 
tees, financing and carrying charges — the total of Items ft *hd 3 on 
the Form 202, Page III - 17. In other words, the lOX for BSPRA is not cal­
culated on land and land related costs and the Development Cost Escrow. 
BSPRA may be used to meet the equity requirements at the initial closing.

4. Builder's Profit (non-Profits Only)

A BSPRA allowance is not permitted for non-profit sponsors. However, 
a mortgageable Builder's Profit is permitted. For non-profit developments, 
the Agency allows a uxiaRim of ex of net construction costs for the Build­
er's Profit (as defined in item 1 above).

5. Bond Premiums

The Agency allows a reasonable allowance for the costs of loot Payment 
and Performance Bonds.

C. ARCHITECT'S FEES
The maximum architect's design and supervision fees, as set forth be­

low, are comparable to those allowed by similar agencies. The Agency s 
form architectural agreements (Refer to Section V) define the scope of ser­
vices required of the design and supervisory architects.

Separate allowances for design and supervision are applied to net con­
struction costs, defined as the sum of the subtotal amount for structures 
and site work - line Ig. of Schedule B, Form 202 (Refer to Page III - 17). 
General Requirements, builder's general overhead and, if applicable, build­
er's profit and the bond premium are not included in this base.

MAXIMUM MAXIMUM

MET CONSTRUCTION DESIGN SUPERVISION

COST PERCENTAGE PERCENTAGE

$ 300,000 6X 2X

500.000 5t 1.67X

1.000,000 4.5X l.St

2,000,000 4.0t 1.33X

3,000,000 3.5t 1.17X

4,000,000 3.2X 1.07X

5,000,000 2.9t .97X

6,000,000 2.7X .90X

7,000,000 2.5X . 83X
8,000,000 2.35X .75X

9,000,000 2.2t .73X

10,000,000 2.It .70X
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The percentage rates should be adjusted proportionately (Inter­
polated) when net construction costs fall between two points.

Th» aojrieun /m foe the design architect is firmly set in the 
Form 202 Issued as part of the Feasibility Letter.

The N1FA will not permit the maximum design fee If:

1. The architect uses plans and specifications which are essen­
tially the same as those previously developed and used by 
the architect.

2. The design of the dev jpment Involves a number of repetitive 
buildings — as an ej aple, six buildings which are essen­
tially the same.

On the other hand, ^ < sites consisting of a mix of different 
building types — as an example, a development which Includes >own- 
houses, garden apartments and a mid-rise building — fees In excess 
of the schedule above may be permitted, as determined by the Agency.

D. LEGAL FEES

Legal fees cover the cost of legal representation in the follow­
ing areas: (1) organizing the mortgagor entity and qualifying It
under relevant housing and tax provisions of federal, state and local 
law; (2) obtaining legal control of or title to the building site;
(3) preparing and negotiating contracts for other members of the de­
velopment team; (4) preparing and negotiating required closlno and 
construction documents, and supervising their execution; and (5) 
providing general counsel, as needed, together with all other rea­
sonable and necessary legal services, excluding litigation, to oiable 
the development to successfully achieve closing, construction, comple­
tion, and occupancy.

Since the mortgage amount has little relevance to the necessary 
volume of legal services required, the Agency has set a maximum mort­
gageable limit of $7,500 for legal expenses.

If rezoning or other zoning adjustments are required during mort­
gage processing, an additional allowance for legal expenses may be 
permitted, as determined by the Agency.

E. PROCESSING AGENT (CONSULTANT)

The functions of the Processing Agent (PA) are described In gen­
eral on Page II - 14. The Processing Agent coordinates the activities 
of the development team; the other members being the developer, archi­
tect, attorney, builder, management and marketing agent(s) and account­
ant. The PA Is the liaison between the Agency and the development team. 
The developer's PA and Agency's HDO perform similar functions.

IV - 3 4/75
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The Processing Agent Is defined as an Individual or form with 
experience and competence In the organization and planning of hous­
ing; housing market evaluation; site selection; program selection; 
feasibility analysis; procurement of financing; evaluation and sel­
ection of development team members; project coordination and moni­
toring; and In the preparation of necessary docimmnts.

In order to revive the maximum fee authorized iqr the Agency, 
the Processing Agent must provide the folloMing services. If applic­
able:

1. Assistance to the sponsor In determining Its role In the 
houslno field (based on an analysis of the local housing 
market) and Its lawdlate and long range goals. Assistance 
In organizing the mortgagor entity and enabling It to qual­
ify for eligibility under State and federal law.

2. Assistance to the sponsor In selecting and optioning a suit­
able housing site.

3. Assistance to the sponsor In selecting and negotiating with 
the architect, attorney, builder, management and marketing 
agent(s) and accountant, and guiding and coodinating this 
<teve1opment team from Its Inception through the final mort­
gage closing.

4. Assistance to the sponsor In the development of a basic
housing program Including: the basic architectural program,
the nwrtwr and type of units, amenity and rent levels, the 
amount of Section 8 assistance, conmrlty and commercial 
facility plans, and other basic program aspects.

5. Completing all work necessary to establish feasibility of 
the development.

6. Assistance to the sponsor In obtaining necessary zoning 
changes. In addition, assisting the attorney In negotiat­
ing the acquisition of land with the public agency for de­
velopments built In urban renetMl areas.

7. Assisting In obtaining from the builder an acceptable plan 
for assuring equal employment opportunity and monitoring 
conpllance with this plan during construction.

8. Representing the sponsor and leading the development team 
at conferences and discussions with MHFA representatives, 
the building contractor, and local agencies and officials.

9. Assistance In preparing all applications, budgets and other 
documents necessary for feasibility and coanltinent.

10. Coordinating of the development team at the Initial and fi­
nal closing.

The Processing Agent should have:

1. Proven success In multi-family housing development In a 
major capacity as either housing consultant or developer; 
or

IV - 4 4/75'



2. In-depth experience at decision-making levels In at least several 
of the following or closely related fields: mortgage banking or 
brokerage, broad-based real estate experience, appraising, planning, 
executive or professional employment In a government housing agency, 
architectural design or supervision, real property aw, or property 
management.

The maximum mortgageable fee the Agency will permit for Processing Agent 
services follows:

MORTGAGE
AMOUNT

Up to $3,000,000 
$3,000,000 to $5,000,000 
Over $5,000,000

MAXIMUM 
PERCENTAGE 
PROCESSING 
AGENT FEE

IX

.85X

,75^

to a maximum of $25,000 
to a maximum of $35,000 
to a maximum of $45,000

If the sponsor/developer Is qualified to perform the PA functions, up 
to one-half of the full PA fee may be permitted by the Agenqr. The full fee 
Is available only when there Is no identity of Interest between the PA and 
sponsor/developer.

F. MARKETING

A portion of the expenses for marketing a development Is mortgageable. 
Typically, 1% of the mortgage 1s set aside for payment of the following mar­

keting expenses:

Logo Design
Brochure Deslor and Printing Costs 
Interior Decorator
Furnishing of model apartments and coomunlty space
Newspaper Ads
Signs

Marketing staff (on-site)
Marketing Agent Fee (based on a set fee [$50 for example] per unit 

rented)

Marketing expenses must be certified to the Agency, 
keting Plans In Section VII for additional Information.

G. tfiFA FEES

Refer to the Mar-

1. Application Fee

The mortgage loan Application Fee is $is per Ateiiing unit, payable upon 
filing of the preliminary application. The application fee Is In no event re* 
fundable subsequent to the Issuance of a site acceptance by the Agency. In the 
event a Feasibility Letter Is Issued, refer to Section III, the application fee 
Is considered earned even though the characteristics of the development and the 
mortgage considered feasible may be different from that stated In the applica­
tion — Including the size of development, mortgage amount, rents, and unit 
distribution.
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2. Cowni taent Fee

Followiny Issuance of a Feasibility Letter, tiw ccwBBicoHnt Foe is 
sn additiansi $is per dtreiiing unit, payable upon filing Of the Cooml*^- 
ment application and docuaentatlon. In the event the Conaltaent Is not 
Issued, this fee Is In no event refundable.

3. Financing Fee

The total Financing Fee is 3.0% of the mortgage, and this fee 1s 
Included In the total developaent cost as a mortgageable fee — line 
3e. of Form 202, Page III - 17. It Is paid at Initial closing. Both 
the application fee and the commitment fee are credited toward this 
fee. However, If the mortgage amount exceeds $5,000,900, a IX financ­
ing fee will be charged to that mortgage amount over $5,000,000.

4. Inspection Fee

An znspection Fee of 1/3 of 1% 1s charged and Is Included as a 
mortgageable Item to be paid during the construction period. (Refer 
to line 3d. of the Form 202. Page III - 17.)

5. Annual Fee

Following the Initial mortgage closing, a fee of i/3x of the ori­
ginal face amount of the mortgage 1s charged as an Annual Fee. This sum 
Is not required during the construction period and therefore Is not In­
cluded as a mortgageable Item during the construction period. However, 
It Is Included as an expense Item during the operation period — refer 
to line lb. on Page III - 18.

H. ALLOHAWCE TO HAKE THE PROJECT OPERAHONAL (AHPO)

For developments oenect by non-profits an Allowance to Make the Pro­
ject Operational (AM>0) Is permitted as a mortgageable cost. Generally 
AMPO mill be established at 3% of the mortgage. ANPO funds COuld cover 
the following type of start up expenses and costs;

1. Purchase of furnishings for coomunlty space.
2. Purchase of equipment and supplies.
3. Early hiring of maintenance personnel.
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4. Accounting bervices.
5. Escrows for taxes. Insurance, Agency annual fees, etc.
6. Unanticipated expenses and costs — AMPO serves. In part, as a 

contingency reserve.
This amount expended for AHPO Is a cost certifiable Item.

I. DEVELOPMENT COST ESCROW
The functions and general uses for the DCE are discussed on Page 

II - 16. The amount of the OCE will be fully mortgageable and vUJ 
S'mBraJiy approximate 4x of the mortgage, although the amount may vary 
based on the level of financing risk, the type of sponsor, conditions 
In the Bcney market and other similar factors as determined by the 
Agency.

Generally, the OCE will have no or a minimal Impact on rent levels 
since the developer's authorized cash return on equity Is adjusted In 
order to offset the additional mortgage charges necessary to carry the 
DCE. Interest on the DCE may be used to help increase the developer s 
cash return on “oulty up to the permitted 6X maximum.

The DCE has no Impact on BSPRA, fees, financing, carrying charges, 
or the equity requirement calculations and amounts. It Is treated as a 
single add-on to the mortgage amount. (Refer to Line 8b. of Form 202, 
Page III - 17.)
J. RETURN ON EQUIH

As described on Page II - 26 and the previous subsection, the maxi­
mum cash return on equity is limited to 4X per year derived from the de- 
velcpmanfs cash flam (line If. of Form 203. Page XIX - 18} and may be 
inc.'eased to 6t per year from interest earned on the DCS.

Since BSPRA Is generally used to meet most of the equity require­
ments, the developer's cash return on cash equity will generally be con- 
sit erably higher than the 4X maximum, and certainly, when depreciation 
benefits are considered, the rate of return becomes extremely attractive 
to the developer and Investors. (See Page II - 26 on Profit Potential.)

Further, Interest derived from the Investment of the DCE may be 
paid out to Investors at the discretion of the Agency, even In those 
years where cash from operations may be Insufficient to pay the base 
return of 4X.

THS FEES LISTED ABOVE HAY BE CEABGBD FROM TIME TO TIME BY TEE AGESCY 
IE CBIfBRAL AMD FOR FULLY DOCUMEMTED RBASCMS OR A CASE BY CASS BASIS.
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V. ARCHlTEaS* GUIDE

INTRODUCTION

The architect Is urged to review Section III of this Handbook which 
describes the processing requirements for obtaining an Agency nnrtgage 
loan. This section specifically describes the timing of architectural 
submission. In general, mortgage processing and architectural submissions 
relate as follows:

PROCESSING STA6E 

1. Prior to Feasibility

SUBMISSION

HKFA Form 206, Architect's Quali­
fications.

Schematic submission normally 
optional but desirable at this 
stage.

2. Imaedlately After Feasibility Preliminary Design Conference and
full schematic submission (due 
within (6) weeks of Issuing the 
Feasibility Letter).

3. Prior to Commitment

4. After Comaltment

Preliminary plans and specifica­
tions (SOX - SOX completed plans 
and specs).

Completed working drawings and fi­
nal specifications. Documents re­
quired for closing (contract, cer­

tification and Insurance).
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B. FEE SCHEDUU
The maxlaua architect's design and supervision fees, as set forth 

below, are coaiMirable to those allowed by slnllar agencies. The Agency's 
form architectural agreements (Refer to subsection J) define the scope 
of services required of the design and supervisory architbwts.

C>eparate allowances for design and supervision are applied to net 
construction costs, defined as the sum of the subtotal aaount for 
structures and site work » line 1g. of Schedule B. Form 202 (Refer to 
Page III - 17). General Requirements, builder's general overhead, and.
If applicable, builder's profit and the bond premium are not Included In 
this base.

NET CONSTRUCTION 
COST

$

mXIHUH
DESIGN

PERCENTAGE

MAXIMUM
SUPERVISION

PERCENTAGE

300.000 6X 2*

5OO.G0O 5X 1.67*

1.000,000 4.SX 1.5*

2,000,000 A. OX 1.33*

3,000,000 3.5X 1.17*

4,000.000 3.2X 1.07*

5,000,000 2.9* .97*

6,000,000 2.7* .90*

7,000,000 2.5* .83*

8,000,000 2.35* .75*

9,000,000 2.2* .73*

10,000,000 2.1* .70*

The percentage rates should be adjusted proportionately (Interpola­
ted) when net construction costs fall between two points, r/w mueimm 
fea for the daaign architact is firsdy sat in tha Form 202 issued as 
part of ths Feasibility Letter. The MHFA will not permit the naximum 
design fee If:

1.

2.

The architect uses planr and specifications which are essen­
tially the ssme as those previously developed and used by the 
architect.
The design of the development Involves a number of repetitive 
buildings — as an example, six buildings which are essentially 
the Si

On the other hand, for sites consisting of a mix of different build­
ing types — as an example, a development which includes townhouses, gar­
den apartments and a mid-rise building — fees In excess of the schcdkile 
above may be permitted.
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C. ARCHITECT'S QUALIFICATIOItS (Forw 206)

Prior to preparing plans or specificatiwis, the architect's credentials 
Must be submitted to the Agency on Form 206 which follows.

(FORM 206 TO FOVUM)
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D. PRaiHIWARY DCSI6N CONFERPICE

Previous to ttw PrellalfMiy Desist Conference, the architect should 
review this Guide and Handiook; the Fona 201; the Fona 202; and the Fea­
sibility Letter (If Issued).

The Prellarlnary Design Conference has two purposes. The first Is to 
provicte a forun for the Abney's and Developer's architect to discuss the 
architectural standards and sufaatlsslon requlrcawnts.

The second Is to enable the architect to begin work on the architec­
tural aspects of the proposed developaent.

On the latter point, the Developer's architect should subailt to the 
A 3ncy «e J«mwC 48 boon in mdvmnae of the meetiag sketches and Short 
h Itten suanrles on the following points:

1. General site plan.
2. General construction and nechanical systeas to be useJ and any 

unique construction features, methods or concepts.
3. Type of development — building types, number of buildings, 

and unit sizes and mix.
4. Information as to the availability and location of utilities to 

the site.
5. Information on any potential enviroranental clearance problems.
6. 50 and 100 year flood plains.
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E. SCHEWTIC SUBHISSION

The schCMtlc subarfsslon Is the first subialsslon to Include precise 
scale md elevations as well as rough construction detail on all struc­
tures to be built on the proposed site. This sidMrisslon should enlarge 
u|Km and Integrate the data subaritted for the Prellelnary Design Confer­
ence. The drawings should show the Intended spatial relationships and 
basic systeas to be used In the developaent. (thase and *ii othar *0^- 
miaaiona aball bm "Blaalinm", not "Blvmprint^.)

Sion:
Listed below are the Iteas to be Included In the scheaatic subals-

1, Cover and Title Sheet

The cover and title sheet Indicate:

a. Naae of proposed developaent
b. Location
c. N1FA manber
d. Developer's name and/or entity
e. Design Architect's naae and firm
f. Date of subalsslon

2. Site Plan

At a scale of 1" ■ 100' or larger, the site plan must show:

a.
b.

c.

d.

e.

Existing contours and dimensions of all property lines.
Outlines and dlaensIcMis — Including height — of all proposed 
structures. Including their relationships to all property lines, 
topographic features and planned Improvements. Buildings must 
be coded by type.
A tabular schedule. Indicating In chart fona:
(1) Number and sizes of all dwelling units by building type
2) Number of parking spaces
3) Total square feet of gross building area
4) Percentage of the site covered by buildings, parking spaces

and streets (See Design Standards. Page V - )
Location of sewers, gas. water and electric utilities off-site 
and on-site
Utility and other easements

3. Typical Unit Plan and Floor Layouts

Drawings, at 1/4" scale, must be provided for all structures and 
show the dimensions of typical imits. Including furniture layouts In 
dwelling units and mechanical and electrical equipment. (See Design 
Standards, Page V - .)

4. Elevations

Elevation drawings must be Included for each building type. The 
drawings should Indicate the nature of all exterior covering materials. 
Submissions offering alternative elevation treatments are encouraged.

V - 5 4/75



5. Pw8P<ct1vet

E;y»-1evel and aerial perspectives are required of typical buildings 
and groupings of buildings.

6. Mall Sections

Section drawings of typical walls at 3/4" scale or larger.

7. Brief Specification

The foreat for the brtef spec Is contained In sub-section J below.

8. Staewiry Cost Estleate

The develop«nt turn Is required to subailt Its first Iteelzed estl- 
nate of construction costs as part of this submission. The co*t Eatimai • 
Form, which follows In sub-section J. nay be used as the basis for this 
rough estleate. The architect may wish to use the Standard C.S.I. esti­
mating form to complete this requirement. If the architect does not have 
an In-house estlating capability, outside assistance should be arranged. 
The expense of preparing estimates throughout the architectural review 
process (for schemetlc, preliminary plans, and working drawings) has been 
taken Into account In the ctevelopment of the Architect's Fee Schedule.

9. Schedule A of the Form 202 (See Page III - 16). except for 
rent levels.

If there Is a possibility of soil condition problems, soil borings 
may be necessary at this stage.

(ADDZTIOKAL SSCTXOMS TO FOtWtt)
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Exhibit

TENTATIVE FAIR HARKET RENTS FOR NEU CONSTRUCTION ,
AND SUBSTANTIAL REHABILITATION PORTIONS OF HUO'S SECTION 8 HOUSING PROGRAM^

(Including Minnesota Housing Finance Agency' 
of Section 8 Progran)

s Portion

NUMBER OF BEDROOMS

AREA

sTIBICTDRE
TYPE 0 1 2 3

4 or 
aore

Minneapolis Detached 348 420 471

Senl'Detached/Row - 298 344 397 420

Halkup 216 246 289 394 -

Elevator 225 258 319 - -

Duluth Detached - - 324 390 442

Seal-Detached/Row - 259 317 350 372

Walkup 193 215 272 302 -

Elevator 236 275 347 - -

Mankato Detached • - ”29T“ 344 400

Seal-Detached/Row . 226 289 333 355

Walkup 200 214 271 311 -

Elevator 232 253 334 - -

Rochester Detached - - 309 374 426

Seal-Detached/Row - 248 297 373 395

Halkup 192 211 255 321 -

Elevator 242 274 284 - -

St. Cloud Detached - - 315 406 430

Seal-Detached/Row - 257 309 3M 411

Halkup 196 219 265 334 -

Elevator 251 286 336 - -

St. Paul Detached - - 348 420 471

1 Seal-Detached/Row - 298 344 397 420

Halkup 216 246 289 394 -

Elevator 225 258 319 - -

Worthington OeUched — - 300 352 388

Seal-Detached/Row - 240 283 331 353

Halkup 210 227 266 310 -

Elevator 242 276 337 - -

1
The Fair Market Rents ^or (1) dwelling units designed for the elderly or 
handicapped are those for the appropriate size unit, not to exceed 2>bedroon. 
■ultiplled by 1.05 rounded to the next higher whole dollar, (2) congregate 
housing dwelling units are the saa« as for non>congregate units, and (3) 
single roo« occupancy dwelling units are those for 0 - Bedroooi units of the 
saaK type.

I
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Exhibit

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Office of Lom Rent Public Housing 
[24 CFR Pan 1278]

[Docket No. R-74-309]

HOUSING ASSISTANCE PAYMENTS PROGRAM 
STATE HOUSING FINANCE AND DEVELOPMENT AGENCIES

Notice of Proposed Rulemaking

PROPOSED RUl.ES

1278.203 Basic Policies.

(h) Scte euid tulgUxmhood 6tandoMiA. Proposed sites must meet the folloMing standards:

(1) Adequate utilities (water, sewer, gas, and electricity) and streets shall be 
available to service the site.

(2) The site and neighborhood shall be suitable from the standpoint of facilita­
ting and furthering full conpliance with the applicable provisions of Title VI of the 
Civil Rights Act of 1964, Title VIII of the Civil Rights Act of 1968, Executive Order 
11063, and HUD regulations Issued pursuant thereto.

(3) The site shall promote greater choice of housing opportunities and avoid un­

due concentration of assisted persons in areas containing a high proportimi of lower- 
income persons.

(4) The site shall be free from serious adverse environmental conditions, or 
there shall be evidence that any such conditions will be corrected by the time the 
housing is completed. (For new construction projects, see paragraph (h)(12) of this 
section.)

(5) The site shall comply with any applicable conditions in ar\y HUD approved Lo­
cal Housing Assistance Plan, if applicable under uie provisions of 1278.304(a).

(6) The housing shall be accessible to social, recreational, educational, com­
mercial, and health facilities and services, and other municipal facilities and ser­
vices that are at least equivalent to those typically found in neighborhoods consisting 
largely of unsibsidized, standard housing of similar market rents.

(7) Travel time and cost via public transportation or private automobile, from 
the neighborhood to places of employment providing a range of jobs for lower-income 
workers, shall not be excessive. (While it is important that elderly h(Mising not be 
totally Isolated from employment opportunities, this requirement need not be adhered 
to rigidly for such projects.)

(8) The project may not be built on a site which has occupants unless the relo­
cation requirements referred to in 1278.203(1) are met.

(9) The project may not be built in an area that has been identified by HUD as 
having special flood hazards and in which the sale of flood insurance has been made 
available under the National Flood Insurance Act of i968, unless the project is covered 
by flood Insurance as required by the Flood Disaster Protection Act of 1973, and it 
meets any relevant HUD standards and local requirements.

(10) For new construction projects, the site shall be adequate in size, exposure 
and contour to accommodate the number and type of units propos^.

(11) For new construction projects, the site shall not be located in:
(i) An area of minority cor.antration unless (A) sufficient, comparable 

opportunities exist for housing for minority families, in the income range to be served 
by the proposed project, outside areas of minority concentration, or (B) the project 
Is necessary to meet overriding housing needs which cannot otherwise feasibly be met 
In that housing market area. (An "overriding need" may not serve as the basis for de­
termining that a site is acceptable if the only reason the need cannot otherwise feasi-
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bly b« net Is that discrininatlon on the basis of race, color, religion, creed, 
sex, or national origin renders sites outside areas of minority concentration 
unavailable.)

(11) A racially mixed area If the project will cause a significant 
Increase In the proportion of minority to non-n1nor1ty residents In the area.

(12) For new construction projects, the site shall be free from adverse 
environmental conditions, natural or manmade, such as Instability, flooding, 
s^>t1c tank back-up., sewage hazards, or mudslides; harmful air pollution, 
smoke or dust; excessive noise, vibration or vehicular traffic: rodent or 
vermin Infestation; or fire hazards. The neighborhood im‘st not be one which 
Is seriously detrimental to family life or In which substandard dwellings or 
other undesirable elemmts predominate, unless there Is actively In progress 
a concerted program to reme^ the undesirable conditions.
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_3 moi!i)ini®s®S® Itoos^Jiif aig«ii)es7
PROJEa SELECTION CRITERIA

The following criteria will be reviewed and evaluated by the Minnesota Housing 
Finance Agency to determine the extent to which the proposed project compiles 
with the Agency's requirements:

1. ) The existence of a need for the proposed project In the area In which 
the development Is proposed.

2. ) The provision of housing opportunities for minority families.

3. ) The relationship of the proposed project to orderly growth and develop­
ment In vhe area.

4. ) The Impact of the proposed development on the physical environment of 
the ne1gM>orhood.

5. ) The capacity of the housing sponsor to proceed promptly to the construc­
tion and completion of the proposed project.

6. ) The potential of the proposed housing project for creating minority em­
ployment and business opportunities.

7. ) The effect the proposed housing project will have In eliminating sub­
standard housing and preventing the recurrence of such conditions.

8. ) The extent to which the proposed housing project will reduce the cost of 
mortgage financing or rentals of housing for low and moderate Income families.

9. ) The extent to which the prooosed housing project will house persons of 
varied economic means and of a wide range of Income.

10. ) The relationship of the proposed housing project to pt'Oper planning and 
Its relationship to public facilities, sources of employment and services Including 
public transportation, public facilities, and public utilities essential to orderly 
growth.

11. ) The relationship of the proposed housing project to the housing needs 
within the state and within the particular area of concern and the relationship of 
the housing project to any comprehensive plans, policies, procedures and programs 
adopted and approved according to law by an agency of state or local government 
acting pursuant to Legislative authority. Including but not limited to the plans, 
policies, procedures and piugrams of regional development commissions and the 
Metropolitan Council.

12. ) Whether a mortgage loan would otherwise be available, wholly or In part, 
from a private lender upon equivalent terms and conditions.
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13. ) In t)w case of a housing sponsor which is a Halted dividend entity. 
whi!ther the rate of return on the Investaamt in ^ . ♦.imposed housing project 
is reasonable In light of the then existing conditions In the housing Industry 
and Hnanclal aarkets and In the rates of return then prescribed by other gov- 
cmaental agencies.

14. ) The assisunce which the proposed housing project will provide In ful­
filling the purposes of the Minnesota Itousing Finance Agency Law of 1971.

t lii .
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OmiilTY lEeDPrtNT block gwwts 

(FY 1375 - FY 1980)

Entltlenent Cities

The fol1o»r1ng cities under the act are entitled to specific fund allocations 
by virtue of having past participation In HUD redevelopment programs or by 
meeting the act's requirements as "metropolltar. cities."

St. Paul
Minneapolis
Duluth

Mankato

South St. Paul
Bloomington
Rochester

St. Cloud
St. Louis Park
Moorhead
Austin
Wlllmar

Hopkins
Albert Lea
Winona

East Grand Forks
Pipestone

Hibbing

Le Sueur
Chisholm

Montevideo

r-
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