GraMar Courts
Rehabilitation

Kerkhoven, MN August 2025
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Background

Kerkhoven is a rural community in west-central Minnesota, located along U.S. Highway 12,
approximately 20 miles west of Willmar. The city has a population of just over 700 residents and a
small, fixed housing inventory. According to the American Community Survey, Kerkhoven’s 109 rental
units maintain a O% vacancy rate, reflecting a consistent demand for housing and limited availability.

GraMar Courts, a 16-unit, low-income family apartment complex built in 1978, has historically been one
of the few sources of affordable rental housing in the community. The property includes four one-
bedroom units and twelve two-bedroom units. Over time, the building experienced significant wear
and outdated infrastructure, creating the need for substantial rehabilitation.

Because the building was a Section 515 Rural Development property, the sale of the building needed to
be first offered to a non-profit organization or a public entity first in order to preserve affordable
housing and prevent displacement.

In response, the Swift County Housing and Redevelopment Authority (HRA), in collaboration with the
Swift County Rural Development Authority (RDA), initiated a plan to acquire and rehabilitate the
property to preserve essential affordable housing and address the ongoing shortage of rental units.
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Project Description

Purpose:

The GraMar Courts rehabilitation project was undertaken to maintain long-term affordable

housing in Kerkhoven by bringing the property up to modern safety, accessibility, and efficiency

standards. The project aimed to ensure that existing tenants could remain in the community

while providing future residents with stable and cost-accessible rental options.

Who’s Involved:

Swift County Housing and Redevelopment Authority (HRA) — Project coordination,
funding assembly, and ownership transition

Swift County Rural Development Authority (RDA) — Collaboration on housing planning,
grant applications, and funding

USDA Rural Development (RD) — Oversight of transfer process and compliance
requirements

Minnesota Housing Finance Agency (MHFA) — Major financing through the Rural Rehab
Deferred Loan (RRDL) program

Small Cities Development Program (SCDP) - financing through the Rental Rehabilitation
program

Swift County- financing support
UMVRDC - assistance in grant administration
Federal Home Loan Bank — Grant funding support

Local Contractors — Cost estimation

The rehabilitation scope included structural repairs, full kitchen and bathroom updates,

appliance replacement, HVAC system upgrades, ADA-compliant modifications, new flooring and

windows, siding and trim replacement, parking lot improvements, and plumbing and electrical

work. Together, these improvements addressed both immediate repair needs and long-term

functionality, ensuring the complex could continue serving the community for decades to come.




Financing

The total project cost for the acquisition and rehabilitation of GraMar Courts was $1,913,179, which
included the purchase price, rehabilitation costs, and soft costs. To address rising costs between the
initial 2019 estimates and the final 2022 bids, the HRA implemented value engineering strategies.

These included repairing rather than replacing interior doors, eliminating closet doors, and replacing
the roof using insurance funds from prior storm damage. These adjustments resulted in more than
$668,000 in cost savings without reducing the quality or scope of essential rehabilitation work.

Project Costs

e Purchase Price/Appraised Value: $650,000
e Rehabilitation Costs: $1,193,679
e Soft Costs: $69,500

Total Project Funding

Funding Source Amount
Minnesota Housing Finance Agency Rural Rehab Deferred Loan $700,000
Swift County 1% Loan (30-year term) $513,084
Swift County HRA Local Housing Trust Fund $238,598
Federal Home Loan Bank Grant $229,075
Small Cities Development Rehab Program $200,000
USDA Rural Development 515 Mortgage Balance $32,422
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Timeline

Year Description
March 2020 Purchase agreement signed with the property’s original owners.
2020-2021 Multiple extensions to the purchase agreement were granted to meet USDA

Rural Development’s appraisal requirements, complete updated Capital
Needs Assessments (CNAs), and address revised ADA compliance
standards.

2021-2022 Full funding package secured from local, state, and federal sources. Final
rehabilitation plans were approved following revisions to meet updated
accessibility and safety requirements.

2022 Construction bids were received.

2023 Rehabilitation work completed, including major system replacements,
interior and exterior updates, ADA-compliant modifications, and site
improvements.

Outcomes

Challenges

e Significant cost increases due to COVID-19-related supply chain issues and updated ADA
compliance requirements.

e Delays stemming from additional ADA compliance requirements that had not initially been
budgeted for.

e Over 40 transfer application documents requiring revisions due to staffing changes,
budget updates, tenant turnover, and ownership changes.

e Title issues identified during Minnesota Housing’'s underwriting, further extending the
project timeline.

What’s Been Rewarding?

e Preservation of one of Kerkhoven's only affordable housing complexes.

e Modernized, safer, and more energy-efficient housing for current and future tenants.

e Secured long-term affordability through layered financing and full rental assistance
coverage.



