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Proposed Adoption of Rules Goveming 
the Rental Rehabilitation loan Program 
Without a Public Hearing. 

The Minnesota Housing Finance ~cy (hereinafter referred to as the "MBFA") is author
ized in Minnesota Statute§ 462A.06, sub:livisions 4 and 11, to pram.llgate both tanporcu:y 
and peimanent rules. In 1979, the Minnesota Iegislature enacted Laws 1979, Chapter 327, 
Section 4 which autl'lcrized the ~cy to create a Rental Rehabi:litati:on roan Program 
Cbereinafter referred to as the "RRLP"T. 'lbe Agency, pursuant to such authority, ~ 
planented a demonstration program, and pram.11.gated terporacy rules. therefore which. were 
approved by the Attorney General ~s Office oo. the 15th day of April, 1981. In the 1981 
legislative session the Minnesota Is;Jislature enacted Laws 1981, Chapter 306, Section 8, 
which recodified the prior I.egislation which authorized the 'Agency to operate a RRLP. 
Also, in 1981 the Agency converted the RRLP fran a deroonstration program to a pennanent 
program, and pranulgated the rules which are the subject of this Statarent of Need and 
Reasonableness. 

The Minnesota Legislature previously enacted Minnesota Statute § 116H.129, subdivision 
3, which requires property owners to bring rental property they own into carpliance with 
certain energy anservation standards which are contained therein. This can iirpose a 
severe financial J::m-den upon the property cwner, and may act as an impediment to the 
continued operation of the property as rental property. Under the RRLP,. property owners 
may obtain loans to assist them in rehabilitating their rental property to bring it into 
carpliance with the requirements of Minnesota Statute S 116H.l29, subdivision 3, and the 
h;Jency secures the repaynent of the loan by obtaining a nortgage on the property. 

The Agency currently anticipates that the loans it makes or purchases under the RRLP will 
be sul:Jnitted to the Federal Housing Mninistration (hereinafter referred to as the "FHA .. t 
for insurance under its Title I Program. 

The proposed rules arrend the Agency• s Rules by inserting a new Chapter 6A. which is ~ied 
as 12 I-DR SS 3.053 and 3.054. It is reasonable and necessaey to adopt new rules to assist 
in the inplementation of a new pennanent pi::og:r:am. 

12 ?-DR§ 3.053 A. 

'nle requirements ccntained in this proposed rule oorrespand to requirements .inp:)sed by the 
FB1\ under its Title I Prog:r:am. In order for loans made under the RRLP to satisfy the re
quirements of the FHA Title I Progx:am, it is necessary to adopt such requirements, and the 
prO{X)sed rule is therefore necessaey and reasonable. 

12 ?-CAR S. 3.053 B. 

In order to insure that a loan made under the RRLP will be i-epaid, it is necessacy and rea~ 
sonable to require that an applicant be a reasonable credit risk and satisfy nonnal credit 
standards. Therefore, the requirements contained in the proposed rule are necessary and 
reasonable. 

12 ?-DR§ 3.053 c. 

'nle requirements in this proposed rule correspond to requirements in the enabling Iegisla
tion. In enacting such Iegislation the Minnesota legislature deaned that such requirerents 
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are necessary and ~, and therefore, the incorpor~oo of such requirements into 
the proposed rule is ~ and reasonable. W 

12 ?-CAR§ 3.053 D. 

The Agency intends on protecting itself against any default.Erl loans by obtaining a securit 
interest, in the fonn of a rrortgage, in the property to be in"p:roved with the proceeds of 
a loan made under the RRLP, and upon default of a loan it may obtain title to the property 
The Agency could have problems in disposing of such property if the prc:pe1.ty did not can
ply with applicable zoning ordinances or other applicable land. use guides. Therefore, in 
order to minimize problems in disposing of default.Erl property, the requirements o::ntained 
in the proposed rule are necessary and reasonable. 

12 bCAR § 3.053 E. 

The enabling Legislatioo states that the Agency may make or purchase loans oo rental prope; 
ty which does not carply with the standards established in Minnesota Statute S. ll6H.l29, 
subdivision 3. The wording in this proposed rule corresponds to the 'NOrding in Minnesota 
Statute § ll6H.l29' which describes the type of rental property that nust carply with stJb.
divisioo 3 thereof. In enacting Mirmesota Statutes ll6H.129, the Minnesota legislature 
deemed what~ be reasonable and necessary as to the type of rental profE?.ty that 
should CQl\)ly therewith, and therefore the incorporatioo of such requirements into the 
pre.posed rule is necessary and reasonable. 

12 ?-CAR§ 3.053 F. 

The RRLP is a property rehabilitation program, and therefore. it is necessary and reasonabl.E 
to limit the use of the loan proceeds fran such program to finance only improvements for 
existing structures. 

12 M:AR § 3.053 G. 

The requirement contained in this proposed rule canesponds to a requirement imposed by 
the FHA in its Title I Program. In order for loans made under the RRLP to satisfy the re
quirenents of the FHA Title I Program it is necessary to adept such a requirement, and thi! 
proposed rule is therefore necessary and reasonable. 

12 M::AR § 3. 053 H. 

The Agency does not wish to a:11p::te with private lenders, and therefore it is reasonable 
and necessary to require that canventiaial financing not be available fran private lenders 
upon equivalent tenns and conditioos. 

12 ?-DR§ 3.053 I . 

The enabling legislation states that loans made under the RRLP rrust be for property that is 
occupied or intended for OCOJpancy prjma.rily by larl and nmerate inccme tenants. This pro
posed rule delineates what will satisfy the requirement that the occupancy be primarily by· 
low and rroderate incate tenants. The requirements for structures a::ntaining six :rental 
units or less are the maxinun that could be inposed wit.halt requiring all of the :rental 
units to be rent.Erl to such individuals, and therefore they are reasonable and necessary. 
A requirement of 75% for all other structures i s a reasonable interpretation of the neaning 
of the word "primarily", and a specific interpretation for such requirement is necessary. 

12 ?-CARS 3.054 A. 

The requirements in this proposed rule correspond to the requirements in the enabling !l:gis· 
lation. In enacting such Iegislatioo the Minnesota Legislature deered that such require-



rtlents are necessary and rwc,nable, and in the incorporatJiill of such requirements into 
., the proposed rule is necellacy and reasonable. W 

12 M:AR § 3. 054 B. 

The enacting Legislation only states that for property over 15 years old, the proceeds of 
a loan made under the RR.LP may also be used for m:x:lerate rehabilitation of the property, 
but does not llldicate what types of inproverents will satisfy such requirement. Therefore 
it is necessary to delineate what types of .in;)rovanents will qualify under the ''rocderate 
rehabilitation" wording of the enabling Legislation. 

'!be basic charter of the 'Pqency is to assist in the acquisition, prcrluction, rehabili tatia 
and repair of h:,using for the residents of the State of Minnesota, and to .in;>rove the basi< 
livability safety and utility of such. Therefore, it is reasonable and necessa:cy to im
pose the requirenents that are contained in the proposed rule. 

12 ?O.R § 3.054 c. 

The intent of the RRLP is to assist property owners by providing loans, the proceeds of 
which will be used to bring structures into carpliance with state energy conservation 
standards. The RRLP is not intended as a vehicle by which property owners can obtain fun& 
to bring structures into carpliance with any other code or standard. Therefore it is 
reasonable and necessary to only require that the work perfonred carply with all applica
ble codes and standards, and that the structure be brought into full carpliance only with 
State~ Conse?:vation Starxiards. 

12 ?-CAR§ 3.054 D. 

The requirenents contained in this proposed rule correspooo to requirements imposed by the 
FHA under its Title I Pro;iLam. In order for loans ma:1e under the RRLP to satisfy the re
quirerents of the FHA Title I ~Lam, it is necessary to adopt such requirements, and the 
pi:0£.X.)sed rule is therefore necessary and reasonable. 

12 ?O.R § 3.054 E. 

Since the h:jenc'j possesses a rrortgage on the ilrq;>roved property as security for repayment 
of the loans ma:1e under the RRLP, it is reasonable and necessary for the Agency to insure 
that the work perfonned is done in a satisfactory manner. Therefore, it is reasonable and 
necessary for the Pqency to require that all work be covered by a warranty in a fom ac
ceptable to it. 




