Pine City

North, Nice ar

MEMORANDUM

Date: June 1, 2018

To: Honorable Mayor and City Council

From: Lezlie Sauter, Community Development Director
RE: Housing Subsidy Guidelines

It is through recommendation of the Housing Redevelopment Authority, Economic
Development Authority and City Council that staff have drafted the following guidelines to
provide a housing subsidy that will offer financial assistance to developers creating housing
that:

e Is affordable for households at 60% AMI and lower

e |[sintended for seniors or those 55+ (with or without services)

e |s moderate to higher density, multi-family housing

Type of Subsidy Type of Housing & Amount of Reduction
Homeless Seniors Disabled with Affordable to
with services services <60% AMI
Land Discount 100% 100% 100% 100%
WAC/SAC 100% per unit | 15% per unit* | 100% per unit | 15% per unit*

*Developments creating 40 or more units could increase the WAC/SAC reduction by 10%

Background:

In 2013 the City of Pine City participated in the East Central Minnesota Regional Housing Study
(herein referred to as the Study) along with 19 other entities throughout and including the
counties of Pine, Kanabec, Mille Lacs and Carlton. Since the Study was released in 2014, single-
family new construction has remained steady but multi-family new construction has been
almost non-existent.

Using the data from the Study, and the information from building permits, the demand for
multi-family housing still remains as follows through 2020:

e RENTAL HOUSING (40+ units until 2020) through 2025 (nearly 80 units) - all forms

e SENIOR HOUSING (195 units) of owner-occupied and rental housing — all forms

e SENIOR HOUSING (148 units) with services
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Communities with housing demands such as these often create housing subsidy policies and
programs to entice housing developers to choose their community for the developer’s next
project. These subsidies often include:

e Land discounts

e Tax Increment Financing

e Waived/reduced of Water Access Charges (WAC) and Sewer Access Charges (SAC)

e Waived/reduced park dedication fees

e Waived/reduced assessments

e Waived/reduced zoning fees

Much like business subsidy policies, the housing subsidy policies are very clear as to what type
of housing qualifies (low-income/affordable/workforce/supportive/senior); most often it is for
housing that needs to be kept in the affordable range for the community’s residents, but proves
difficult for developers to build without some local financial support. Other communities have
housing subsidies available to promote housing types that are not being built through the
natural flow of the market (single-family/senior).

In Pine City, the area median income (AMI) is $44,549 (2017) which means that 50% of the
residents make less than that. The standard measurement for determining housing affordability
is 30% of a household’s income. The chart below shows what each income level can afford for
housing:

% AMI 30% AMI 60% AMI 80% AMI 100% AMI
Annual Income $13,364 $26,729 $35,639 S44,549
Housing Costs S334 S668 $890 S1113

Overall home values in the Pine City Market Area are at $152,059 which is affordable to those
households making 80% AMI. Rent amounts are on average $629 per month which is affordable
to those households making 60% AMI. There is a defined need for housing that is affordable to
those making less than 50% AMI.

Population projections show that, in the Pine City Market Area, households with persons 55+
will continue to grow at a much faster rate than younger populations. The Study references a
pent up demand for almost 350 units of senior housing (all types) through 2025, which is only
seven years away. Without a significant influx of housing choices for this population, it is likely
they will move away.
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