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STATE OF MINNESOTA 

MINNESOTA HOUSING FINANCE AGENCY 

In the Matter of the Prop:>sed Adoption of 
Rules of the Minnesota Housing Finance 
Agency Governing the Rental Rehabilitation 
Program 

4900.0290 

Statement of Need 
an:1 Reasonableness 

This part descr ibes the srope of parts 4900. 0290 to 4900. 0296 . The U.S. Department of 
Housing and Urban Developnent ("HUD") rental rehabilitation program fratr which the Agency 
will obtain funds for its Rental Rehabilitation Program permits participating states to 
impose requirements in addition to those provided by federal law and regulations , and 
these rules establish the guidelines arrl procedures for the diSfX)sition of the rental 
rehabilitation funds provided by the HUD rental rehabilitation program. 

4900.0291 

This part sets forth definitions for the purposes of parts 4900 . 0290 to 4900 . 0296. 

Sul:part 1. The srope of the definitions is set forth in this subpart. 

Sul:part 2. A single word reference -to the :Minnesota Housing Finance Agency is inrorp:>rated 
for brevity. 

Subpart 3 . A definition of Application is also utilized for a:mciseness of presentation. 

Subpart 4 . The definition of I..o.ver Incane Family inrorp:>rates a definition pranulgated by 
HUD. The tenn "I..o.ver Incane Family" is used extensively in the regulations published by 
HUD which govern the HUD rental rehabilitation program. It is reasonable to utilize HUD ' s 
definition of I..o.ver Ino:xne Family since it is widely used and generally ronsidered to be 
well- founded, as well as necessary to do so in order to oorrply with HUD ' s rental rehabili
tation program requirements. 

Subpart 5 . The definition of Rental Rehabilitation Program or Program provides a descrip
tion of the purp:>se of the Agency's Program an:1 references the procedures governing its 
administration. 

Subpart 6. The definition of Rental Rehabilitation Grant or Grant is necessary to clarify 
to the reader of these rules the meaning of such words or word when used in the context of 
the rules . 

Subpart 7 . "Rental Dwelling Unit" is defined as a housing unit containing rooking, 
sleeping, and bathrcx:xn facilities that is occupied by a household other than the CM1er 
of the structure in which the unit is located, and for which rent is paid either in cash 
or in kirrl . . This definition is necessary because not all housing units rontain all of 
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- - -the facilities listed. The definition is reasonable because the federal regulations that 
established the HUD rental rehabilitation program placed an emphasis on units with two 
bedrcx:rns or more an:l the rehabi litation of properties for large families. Generally, 
larger apartment units oontain separate oooking, sleeping an:l bathroan facilities . There
fore , in an effort to rehabilitate units designed for large families , it is reasonable to 
require that the units must contain these facilities. 

The federal regulations that established the HUD rental rehabilitation program also require 
the properties to be rehabilitated to be rental in nature , consequently·, the r equirement 
that the unit be occupied by sareone other than the a.-mer of the structure is necessary as 
well as reasonable . 

Subpart 8. The definition of Very 11::M Incane Family utilizes a definition prcmulgated by 
HUD. The language "Very 11::M Incane Family" is used extensively in the regulations published 
by HUD and govern the HUD rental rehabilitation program. It is reasonable to utilize HUD ' s 
definition of Very 11::M Income Family since it is used throughout the country arrl widely 
accepted as well- founded, as well as necessary to do so in order to comply with HUD program 
regulations . 

4900.0292 

This part inoorporates the federal regulations governing HUD ' s rental rehabilitation 
program. The Agency, in implementing its Rental Rehabilitation Program will, with the 
additional restrictions as specified in parts 4900 . 0293 arrl 4900.0296 , operate its Program 
in accordance with the incorporated federal regulations. It is therefore necessary as well 
as reasonable for the Agency to incorporate the cited federal regulations into the rules 
which authorize the Agency to receive , administer, arrl disburse rental rehabilitation 
grants under its Rental Rehabilitation Program. 

4900.0293 

This part specifies the additional Agency requirements for participation in HUD ' s rental 
rehabilitation program, as administered by the Agency. 

Paragraph A specifies that properties must a:msist of one or more buildings that contain 
five or more dwelling units . The Agency does not have the administrative capacity to 
review applications for lesser-sized buildings with rental units , consequently, its 
requirement that buildings contain at least f i ve units was established. This requirement 
is necessary so that the Agency can operate a program within its capabilities, as well as 
meet its other public responsibilities. 

Paragraph B specifies that only those buildings located in municipalities which are eligible 
to take part in the f!rogram and have entered into a participation agreement with the Agency 
are eligible to receive Rental Rehabilitation Program funds. Many aspects of the Rental 
Rehabilitation Program require the expertise of local goverrrnental errployees. It is 
reasonable to restrict the implementation of the Program to a::mnunities which· agree to 
undertake those functions which are most appropriately performed by local staffs. 

Paragraph C specifies that only those buildings located within the jurisdiction of an entity 
authorized to administer HUD ' s Section 8 Existing or Voucher Housing Programs are eligible. 
The occupancy of lCM or very lCM income families in the buildings to be rehabilitated, and 
the use of the Section 8 Existing arrl Voucher Housing Programs are integral to the success 
of the program as developed by HUD . It is necessary and reasonable , therefore, to restrict 
participation in the Agency ' s Program to those a::mnunities having personnel authorized to 
implement the Section 8 Existing and Voucher Programs. 

- 2-



4900 .0294 

This part authorizes the Agency to make grants urrler the Renta1 Rehabilitation Program in 
conjunction with loans funded under Chapter 462A of Minnesota Statutes . HUD ' s rental 
rehabilitation program requires a building cwner to watch the rental rehabilitation grant 
with funds fran other sources . To the extent that the Agency can provide a loan to supply 
the CMner ' s matching source of funds , and in so doing facilitate the use of the federal 
rental rehabilitation dollars, it is reasonable for the Agency to do so . 

4900.0295 

This part specifies how the Agency will notify the public of the availability of the 
Rental Rehabilitation Program furrls . It is necessary and reasonable that the Agency 
establish a procedure for public notification of the. Program so that the owners of quali
fied rental properties are assured of fair and equal access to rental rehabilitation funds. 

4900.0296 

This part establishes eligibility criteria for selection of rental rehabilitation appli
cations . The Agency is required to implement its Progran in such a manner that the goals 
of HUD ' s rental rehabilitation program regulations are achieved. The reasonableness and 
necessity for the Agency's building selection criteria are as set forth below. 

Paragraph A provides a criteria which will tend to enrourage continued use of the improved 
rental property by qualified tenants , since buildings with existing lower incare tenants 
will J:::e preferred in. selection. 

Paragraph B provides a criteria which will favor larger r.ouseholds, and consequently extend 
the benefits of the housing grant dollars to the largest num1:::er of qualified persons . 

Paragraphs C and I provide criteria which will give preference to the upgrading of 
structures which contain substandard housing conditions and which are occupied or to be 
occupied by -qualified tenants. 

Paragraph D provides a criteria which will enoourage the upgrading of housing which is 
free fran envirorarental hazards . 

Paragraph E provides a criteria which will encourage the use of grant funds in structures 
whose continued residential use by low inccme tenants is not arrl· will not be placed in 
j •eopardy of change for financial reasons arising fran parttcipation in the Program. 

I 
I 

Paragraph F est ablishes a selection criteria which ·will discourage the diSPl acement of 
existing tenants and the finci?cial and personal sacrifices:at terrlant to such moves. 

Paragraph G establishes a criteria which encourage use of grant funds in buildings with 
the rrost affordable rents. • 

Paragraph H enoourages selection of structures which will have a favorable effect, when 
J:::enefitted by the grant funds, on the surrounding neighborhood. 

Paragraph J gives priority to those proposals most favored by the CCITI!liunity in which the 
property is located. It is reasonable to provide for local input in the selection of 
applications J:::ecause local officials provide a reliable perspective on what types of 
developnents are consistent with and oonducive to the goals of their municipal housing 
plans. 
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., - -Paragraph K favors the distribution of rental rehabilitation dollars arrong participating 
a:mnunities . It is reasonable to consider a distribution of grant dollars among partici
pating ccmuunities as a selection criteria , so that a wide number of a::mnunities in the 
State of Minnesota l:enefit fran this Program, rather than to concentrate the available 
fums in a few c:onmunities . 

Paragraph L establish~s a criteria which will encourage the greater use of grant dollars 
for physical improvements to properties for the long term renefit of existing or future 
qualified tenants. 

The Agency is cognizant of the provisions of Section 14.115 of Minnesota Statutes, entitled 
Small Business Considerations in Rulernaking. 'lb the extent that the rental rehabilitation 
grant funds directly benefit the low incx::rne tenants in structures within the Agency' s 
Program, the statute is inapplicable. To the extent that the funds may inure to the l:enefit 
of small rosinesses , the proposed rules do not establish any carpliance or reporting 
requirements , design or operational stan::1ards not mandated by the federal government, arrl 
the effect of the Agency' s Program in making the grant funds available is to make decent, 
safe, an::1 sanitary rental housing affordable for low ina:xre tenants and financially 
feasible to building a-mers and, as a consequence, the proposed regulations have no 
negative effect on small businesses. 
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