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In the Matter of the Prop::>sed 
Adoption of Rules of the Minnesota 
Housing Finance k}ency Relating to 
Cocperative,IRenta.l Multifamily 
Housing Innovative wans 

Statement of Need 
and Reasonableness 

In 1983, the Minnesota Legislature passed legislation (Legislation) which created 
an innovative housing loan program Minn. Stat. §462A. 05, Sulxi. 18a (1983 Supp.) and 
appropriated furrls to the Minnesota Housing Finance Agency (MHFA) to .irrq;>l anent such a 
program. The furrls are to be used expressly for the purpose of financing CX>Operative or 
rental multi- family housing that is either a-med and operated on a nonprofit cooperative 
basis by the residents, or CMned by a limited dividerrl entity and operated by a residents ' 
association. 

The Agency has drafted and adopted t.anix>rary Rules to implanent the Cooperative 
or Rental Multifamily Housing Innovative Loan :Oro:rram (Program) . In canpl iance with 
the N!rij nistrati ve Procedures .n.ct , the proposed Permanent Rules are necessary to 
allcw the Agency to cintinue to o:p:ra.te the nrogram in accordance with the Legisla
tion. 

4900.1220 DEFINITIONS 

For purposes of clarity in reading the Rule , definitions of tenninology that may 
have an ambiguous rreaning are provided at the beginning of the Rule. It is reasonable 
to define tennimlogy used in the Rule so that all readers will have a similar under
standing o~ the Rule. 

With regard to the definition of persons and families of lCM and m:Jderate ina::me, 
the legislation requires that occupancy in the developnent be restricted to persons and 
families of lCM and moderate incx:rre as defined by Minn. Stat. §462A.03 , Sulrl. 10. Such 
subdivision authorizes the Agency to pranulgate rules regarding the definition of lCM 
and moderate ina::me. For the Innovative Cooperative wan Program the Agency has utilized 
the definition of lCM and moderate incx:rre pranulgated for the Agency's Multifamily Pro
gram. It is reasonable to use the sane definition of lCM and m::x:lerate incane as is used 
in the Multifamily Rules because the prop::>sed develoµnents will be of the sane nature as 
a multifamily rental develo:prent processed urrler the Agency' s Multifamily Program. For 
purp::>ses of ronsistency arrong the Agency' s multifamily developrent programs, the appli
cation of the sane definition of lcw and m:Jderate incare is reasonable. 
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4900.1230 ELIGIBILITY REX:)UIREMENI'S 

Eligibility requirerrents established in the Rule specify certain characteristics 
and qualifications that an applicant and a developnent must have in order for an appli
cant to receive a l oan under the Program. It is necessary to establish the eligibility 
requirerrents of Subparts lA, 1D, and Subparts 2B and 2C, of 4900.1230 because the criteria 
are specifiai in the Legislation. The Agency has reiteratai the requirements in the Rule 
so that all eligibility criteria are a:rnprehensively represented. 

Subpart lB of 4900 .1230 requires that the applicant have the ability to organize 
and a:rnplete the developrent. This requirement is reasonable because it prescribes that 
applicants have a high probability of being sucoossful in organizing and a::mpleting the 
develoµnent which in turn ensures that the furrls are effectively utilizai. 

Sul::part lC of 4900. 1230 requires that the appl icant have the ability to repay 
the loan or obtain other financing, if needed, at the expiration of the loan. The 
capability of the applicant to repay the loan increases the Agency' s ability to continue 
making loans and rence provide the benefit of the legi slative appropriation to a variety 
of applicants and developnents. 

Sul::part 2A of 4900.1230 requires that the developnent be located in the State of 
Mirmesota. It is reasonable to restrict the use of funds for develq:rrents that are 
located in Mirmesota so that the residents and ecx:many of Mirmesota benefit fran an 
appropriation of Minnesota-earned dollars. 

4900 . 1240 CJI'HER RmUIREMENI'S 

other requirerrents llirler Subpart 1 of 4900 .1240 that specify alternative sources 
of funding must not be available for the developnent upon equivalent tenns and oonditions. 
It is reasonable to qualify and l imit the use of the furrls only to those developnents 
that are not feasible if they are requirai to use oonventional financing. 

The intent of the legislation is to make funjs available for innovative loans 
that provide long-tenn affordability to residents. Because this type of housing may 
not be feasible in light of oonventional financial underwriting criteria and market 
interest rates, it is clearly within the intent of the legislation to only finanoo 
developnents that would not otherwise be feasible if the legislative appropriation 
were oot available. 

The occupancy requirement under Subpart 2 of 4900.1240 specifies that initial 
occupancy of the developnent must be restricted to persons and famil ies of lCM and 
rroderate incane. Such occupamy requirement is necessary to rreet the intent of the 
legislation in providing housing which is designe:i to provide long- tenn affordability 
to the residents of the developnent. The occupancy requirerrent is essentially the sarre 
as the Agency's occupancy for its Multifamily Program. It is reasonable for the Agency 
to apply similar requirem:mts regarding occupancy to the Program for the purposes of 
consistent implerrentation of multifamily programs. 
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4900 . 1250 SELECTICN CRITERIA 

In the event that IOOre applicants apply for the program dollars than are available 
to meet the deroan::'i, it is necessary for the·Agency to be able to objectively establish a 
priority of funding. Selection -criteria enable the Agency to prioritize a developnent in 
light of other requests fran other developnents. 

Selection criteria 4900.1250 A, B, an:'l Care reasonable in that the characteristics 
of the developnent are prioritized to the extent that the developnent rreets the intent 
an:'l spirit of the legislation. 

It is reasonable to prioritize the developnent in tenns of its location to other 
developnents so that the appropriated dollars may benefit a large geographical area. 
Additionally, it is reasonable to prioritize the loan request in tenns of its duration 
and the length of time to a:mplete the developnent, so that the appropriation is effi
ciently recycled into future developnents, thereby benefitting an increased number of 
loan requests. It is also reasonable to request that the developnent be consistent 
with regional plans and policies to ensure that a developnent furrled 1.ln:ier this program 
is not deleterious or in violation of other goverrirental policies. 

4900 .1260 PROJECT FEASIBILITY LOANS 

This section of the Rule allows the Agency to consider applications for a loan, 
the proceeds of 'which would be used to detennine the feasibility of a cooperative or 
rental multifamily housing developnent. Because the legislation was pranulgated in 
order to enoourage innovative housing, it is reasonable to consider application for 
which the purpose is to explore the feasibility of innovative housing, yet have not 
progressed to a point where finn financing is needed. Because this type of application 
may prove that a developnent prop::,sal is infeasible, it is reasonable to not require 
repayment of the loan. 

The Agency is cognizant of the provisions of Section 14. 115 of the Minnesota 
Statutes, entitled Small Business Considerations in Ruleroaking, however, the proposed 
rules do not establish any a:mpliance or reporting requirerents , design or operational 
starrlards, or directly affect the way any business must operate. Therefore, the 
provisions contained in Minn. Stat. §14.115 (1983 Supp.) do not apply to the proposed 
rules discussed herein. 




