
- SI'ATE OF MINNESOrA -MINNESorA. HOUSING FINANCE AGENCY 

Proposed Airendment to and l\doption of 
Rules Governing the Hare Irnproverent 
Grant Program and Rehabilitation Loan 
Program Without a Public Hearing. NEED AND RE.ASONABLENE.SS 

The Minnesota Housing Finance Agency ("Agency") is authorized in Minn. Stat. §462A.06 
Subdivisions 4 and 11 to prarulgate rules. Since 1976, the Agency has operated a H~ 
Improverrent Grant Program pursuant to Minn. Stat. Section 462A.05, Sub:livision 15, and 
Chapter Seven of the h:Jency's rules with ftmds appropriated by the Minnesota Legislature . 
Funding for the Hate Improvement Grant Pr09Tam ended with the appropriation of the 1979-
80 biennium. Iaws 1979, Chapter 327, Section 13, Sub:livision 2. In 1981 the Legisla
ture, in Laws 1981, Chapter 306, Section 5, created a ne.-1 Rehabilitation Loan Program, 
to be operated with appropriated rroney. The appropriation is found in raws 1981, Sec
tion 21 (.a). The language in Laws 1981, Chapter 306, Section 5, is similar in many r e
spects to that of Minn. Stat. Section 462A.05, Sub:livision 15, since the program will 
function as a successor to the Hare Irnproverrent Grant Program. 

The proposed rules am:md Chapter Seven of the Agency's rules (.12 MCAR §§ 3.061 to 3.072) 
and certain definitions in the Agency'· s rules to include the ne.-1 Rehabilitation Loan Pro-
gram within the scope of the Chapter. It is reasonable to expand the Hare Irnprovarent 
Grant Pr09Tam rules to include the Rental Rehabilitation loan Program because the~ 
programs have similar authorizing statutes, will be administered by similar (and in many 
instances identical} Administering Entities, and are the~ programs of the Agency for 
rehabilitation funded entirely by rroney appropriated by the Legislature. The rules will 
renain in effect for both programs since (i) pursuant to Minn. Stat. § 462A.21, Sub:livi
sion 10, appropriations to the h:Jency do not lapse, and it will be possible for the Agency 
to continue the Hane Irnproverrent Grant Program during the period in which the new pro
gram will operate and (ii} the Legislature may at sare future date appropriate additional 
rroney for the Fkrre Irnprovarent Grant Program. 

12 MCAR § 3.0020.3. 

It is necessary to establish an incare limit for the ne.-1 Rental Rehabilitation loan Pro
gram. Since the program is a replacerrent for the Hare Improvement Grant Program and is 
intended to serve the sane population that the Hane Improvement Grant Program has served, 
it is reasonable to use the incare limit currently established for the Hane Improvement 
Grant Program. 

12 M::AR § 3.002 .T. 

Since the Agency is going to arploy similar Administering Entities for the Rehabilitation 
loan Program as have been used for the Hate Irnprovarent Grant Program, it is ooth neces
sary and reasonable to expand the definition of Administering Entity. 

12 M::AR § 3.061. 

It is necessary and reasonable to out.line the expanded scope of the rules and to define 
for the purpose of Chapter Seven the~ types of loans authorized by Laws 1981, Chapter 
306, Section 5. 

The Agency is authorized by Laws 1981, Chapter 306, Section 5 to make loans with or with
out interest or periodic payments. It i s necessary to distinguish between the~- It 
is reasonable to call those loans with interest and periodic payments "Flexible U)ans" 
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, The Agency intends to makAn effort to increase the av.ility of appropriated dol
lars available to assist ~-population served by Chapter Seven by purchasing fran the 
proceeds of bonds sold to finance the Hane Irnprovenent wan Program under Chapter Six 
those Flexible wans where the l:orrower has daronstrated through a period of regular 
payrrent that he or she is a reasonable credit risk, as required in 12 M:AR § 3.051.C. 
In order to make the loan purchasable under Chapter Six, it is necessary and reasonable 
to make the requirerrents of Chapter Six apply to recipients of a Flexible wan. Since 
the principal difference between a borrower under Chapter Six and Chapter Seven who 
qualifies under the inccme limits of both programs will be that Chapter Seven has no 
requirerrent that a borrower be a reasonable credit risk and since the Agency intends to 
pennit a borrower to obtain a Rehabilitation wan under Chapter Seven and establish that 
they are a reasonable credit risk through regular payrrent on the loan, it is necessary 
and reasonable to exclude the reasonable credit risk standard fran the rule. 

Note all recipients of a flexible loan will have their loans transferred under Chapter 
Six. There is no equivalent to the 15 years of age standard in 12 M:AR § 3.051 Din 
Chapter Seven, and it is necessary to exclude the 15 year standard under this rule if 
the f,.J;Jency does. not wish it to apply to flexible loans, and it is reasonable to do so. 

12 M:AR § 3.062. 

This staterrent of need has already addressed why it is necessary and reasonable to ex
pand the scope of Chapter 7 to include rehabilitation loans. Therefore, the necessity 
and reasonableness of the technical axrendrrents which are needed for the addition of re
habilitation loans to the rera.ining sections of Chapter Seven will not be addressed fur
ther in this statement. 

In§ 3. 062 A, the Pqency has detennined over the life of the Hane Irnproverrent Grant Pro
gram that a 45 day period for receiving requests for reservation of ftm.ds is excessive. 
The f,.J;Jency believes that a 30 day period is reasonable. 

In§ 3.062B, a number of changes are proposed. Because of the reduced level of funding 
as a result of recent bmget cutbacks, the Agency believes it is necessary and reasonable 
to go fran a 12 rronth contract with Administering Entities to a not rrore than 24 rronth 
contract so that an Administering Entity which does not receive sufficient funds to oper
ate a 24 rronth program can sul:mi.t a request for funding specifying a shorter period. 

I 

The old paragraphs 6 and 7 of§ 3.062B have not produced information useful to the Agency 
in selecting Administering Entities. Therefore, the Agency finds it necessary and rea
sonable to eliminate the requirerrents. 

12 M:AR § 3.063. 

The Agency has found that the requirement of§ 3.063 A 2 that a rrobile hare owner have 
resided in the structure at the present location for a perioo of one year to be excessive
ly restrictive. It has resulted in particularly harsh results with persons who lived in 
the same location, but replaced one rrobile hare with another, or who rroved a rrobile hare 
to a new site. The 'Pqency believes that it is necessary and reasonable to eliminate the 
requiranent. 

12 M:AR § 3.064. 

The change to§ 3.064A is necessary and reasonable because it is consistent with the cur
rent statutory provisions for ooth affected programs under Minn. Stat.§ 462A.05, Sul::x:li
vision 15 and Laws 1981, Chapter 306, Section 5. 
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Since the Agency will be Ai.rig lx>th flexible loans and ~ ed loans with noney ap-

' propriated for the Rehabifftation loan Program, it is nec'Wsary in § 3. 064C to determine 
which persons will receive the two types of loans. The Agency has found that it is not 
practical to prcx:::ess loan payrnents of less than $10 per rronth. It is reasonable to have 
those recipients who are capable of making a nonthly loan payment of $10/nonth or nore 
receive a flexible loan and those recipients who cannot receive a deferred loan. 

12 M:AR § 3.065. 

The deletions in this section are necessary and reasonable because the Agency has deter
mined in the operation of the Hare Irrproverent Grant Program that the provisions are not 
necessary for the operation of the program. 

12 r.cAR § 3. 066. 

The change to§ 3.066 Dis necessary and reasonable because the Agency has found that 
defects to the roof or foundation systems have an effect nruch like failure of the plumb
ing, heating, or el ectrical systems in that the house may becare unlivable until the de
fects are corrected, and that, therefore, the prohibition on a second grant for a five 
year period should not appl y. 

12 M:AR § 3.067. 

It is necessary and reasonable to delete the prior written approval requirerrent in 
§ 3.067F because the Agency has found it to be unnecessary and administratively burden
sane in the operation of the Hare Irrproverrent Grant Program. 

§ 3.067G is necessary because the Agency intends to pennit accessibility in"provements 
to be made with furrls provided under Chapter seven. It is reasonable to define accessi
bility in"provarents in the sane manner as already defined in 12 r.cAR § 3.071B. 

It is reasonable to require the beneficiary of accessibility in"provenents to ·occupy the 
dwelling as a principal residence since there are limited resources available and the 
h;jency cannot afford to fund. in"proverrents where use will be less than full tirre. I t is 
reasonable to include architectural and engineering costs as eligible in"proverrents in 
the case of accessibility inproverrents because they involve unique design and engineer
ing considerations, and inproperly constructed accessibility in"proverents are often of 
l ittle or no value for the intended purpose. 

12 r.cAR § 3.068. 

The amendnents to§ 3.068A are necessary to conform to the existing Minn. Stat. Section 
462A.21, Sutxli.vision 4a. 

The new § 3.06.8 B is necessary to inplerent the repayrrent requiranents of Laws 1981, 
Section 30.6 , Sul:division 5. The provision is similar to that provided for Hare Irrprove
ment Grants. Deferred loans are made without interest or periodic payments. The statute 
makes it clear that if the specified events have not occurred within ten years no repay
ment obligation will exist. It is reasonabl e to require repayment of the loan during 
the first ten years if the circumstances specified in the statute arise since the aid is 
in the form of a loan to the qualified person or family, and the benefit should not pass 
on to other individuals. 

12 t-CAR § 3. 070. 

This arnerrlment is necessary because the h;jency has found the existing rule to be admin
istratively lll1WOrkable. The criteria in the new rule for emergency grants or loans are 
the sane as those which govern the making of additional grants or loans under 12 K:AR 
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sarre criteria in botA:ases since the reason for 
it easier for .Admini~ ering Entities to under-
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It is necessary and reasonable to delete reference to the Accessibility Irrprovarent Fund 
since Accessibility Inprovarents will be rrade fran that fund and not fran errergency grants 
or loans. 

Since there has been a serious reduction in funds appropriated by the Legislature for 
the Chapter seven programs, it is necessary arrl reasonable to limit are.rgency grants and 
loans to cover the specific errergency itens and not pennit other deficiencies in the 
dwelling to be correcterl at the sarre time. 

12 M:AR § 3.0701. 

In the 1981 legislative session, the Legislature did not appropriate additional noney 
for the accessibil ity programs and, in Laws 1981, Chapter 306, Section 10, authorizerl 
the Agency to transfer unencumbered funds arcong various appropriatai accounts. Since 
the Agency has the auth:>rity to fund an Accessibility Irrprovement Fund without funds 
appropriated by the Legislature for that purpose, it is necessary and reasonable to delete 
that portion of 12 M:AR § 3.0701. 

12 M:AR § 3. 071A. 

This is a technical arrerrltent relatai to the arrerrltent in§ 3. 067G. 




