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Overview

Local elected public officials are often held responsible for conditions and circumstances over
which they have limited control. This is particularly true of housing. Most of the housing units
in the City of Fosston are privately owned and were constructed with private funds. On an
increasing scale, however, the public is demanding that public officials control what happens in
this largely private housing market by eliminating blight, protecting individual investments, and
generating new housing growth to meet economic development needs.

The last housing study that was done for the City of Fosston was completed in 2012. Since that
time, there have been many changes, including: development of a 45-acre expansion of its
current industrial park, addition of several businesses within the park; a large, state-of-the-art
grocery store; a new restaurant; a new Dollar General store; a new NAPA store; renovation of
the existing Dairy Queen; a new and significantly upgraded location for H&R Block along U.S.
Highway 2; a new orthodontist office; a new chiropractic office; a new financial services office;
and acquisition and demolition of a dilapidated property along Highway 2.

As a result of these developments, many new jobs have been created within the City, leading to
a tight labor market, as well as demand for additional housing.

This housing study will prepare the City of Fosston to meet future housing needs that are
anticipated as the community’s businesses continue adding jobs, and as the City continues to
strengthen its position as a regional hub, providing needed goods and services to Fosston and
the outlying smaller communities.

Landsverk and Associates, Inc. was hired by the City of Fosston to conduct the study and to
develop a proposed plan of action to address current and future housing needs.

Goals

The goals of the study are to: (1) provide updated demographic data; (2) provide an analysis of
the current housing stock and inventory; (3) determine gaps or unmet housing needs; (4)
examine future housing trends that the City can expect to address in the coming years; (5)
provide a market analysis for housing development; and (6) provide housing recommendations
and findings.

Methodology

The first step in conducting the study was to gather data. Information was gathered for the
“Fosston Market Area” which includes the cities of Fosston and Lengby, as well as the
townships of Brandsvold, Columbia, Heier, Island Lake, Rosebud, and Queen in Polk and
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Mahnomen counties. A variety of resources were utilized to obtain information for the housing
study. The most recently available data from the following sources were included: U.S. Census
Bureau, state and federal housing agencies, demographic updates and projections from the
state demographer, records and data from the City, and records and data maintained by the
county assessor’s office.

The observations and knowledge of several stakeholders was gathered. Prior to meeting with
individual stakeholders, a survey instrument was developed. The survey was designed with
input from Fosston’s City Administrator, Fosston Economic Development Authority (FEDA), and
from Tri-County Housing and Redevelopment Authority. Key stakeholder groups that were
interviewed included: elected officials and staff from the City, community leaders, people
familiar with the area’s housing conditions (bankers, realtors, property managers, and
developers), and rental property owner surveys.

The second step was to synthesize the data. After gathering all pertinent information, the next
job was to compile it in a meaningful way. The demographic and employment data are for the
most part rather objective and compiling this information was straightforward. This stands in
contrast to some of the information that was gathered from the primary research, i.e.,
interviews of key stakeholders. Some of this information was less objective, and care was taken
to note recurring themes and reflections that were held in common by more than one
stakeholder. Information gathered from these interviews was synthesized and brought into the
final written document, along with the information gathered through secondary sources. Raw
data from the primary research was also retained and may be found in its entirety in the
appendix section of the study.

Because FEDA is the entity that originally identified the need for the study, FEDA was asked to
perform a preliminary review of the data prior to finalizing findings and recommendations. This
helped the consultant to address any deficiencies in the information that was gathered.

The third step, subsequent to completion of this study, will be to develop an action plan.
Findings, recommendations, and actionable items with associated timelines will be outlined,
based on growth projections, community strengths, barriers or limitations to housing activities,
and current housing market needs and opportunities. Action items may include development of
housing, promotion of first-time home buyer and affordable home ownership opportunities,
promotion of Fairlawn Park, promotion of the Aspens Addition, promotion of
purchase/rehabilitation opportunities, improvements to Omland Court (mobile home park), an
acquisition/demolition program, and a rental/registration and inspection program, among
other possibilities. The purpose will be to provide the City of Fosston with an action plan for
meeting current and future housing needs.
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Limitations

This housing study represents an analysis performed with the data available at the time of the
study. The findings and recommendations are based on current solutions and the best available
information on future trends and projections. Significant changes in the area’s economy,
employment growth, Federal or state tax policy or other related factors could change the
conclusions and recommendations contained in this housing study.

Housing Study Contents
The Fosston area housing study includes the following sections:

e Introduction
This section is the introductory section includes the goal statement that all it takes
dedication and status summary of the sections.
e Demographic and Housing Data
The section contains demographic data and existing housing inventory data, including a
summary of multifamily Rental Housing options.
e Employment Data
Employment and wage information is provided for Polk County.
¢ Findings and recommendations
This section presents the summary of the findings and a series of recommended actions.
Single family housing development.
e Best Practices
This section highlights a few communities who have had successful housing initiatives.
e Housing Resources
A list of local, state, and Federal agencies and funding resources, along with contact
names, and telephone numbers.
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Demographic Data Overview

Sources of Data

The following pages contain demographic data obtained from a variety of local, state, and
national sources. For population and household data, we primarily relied on two sources, the
U.S. Census Bureau and the Minnesota State Demographer’s Office.

Market Area Definition

The City of Fosston has chosen to study an area which extends beyond its municipal borders, as
the housing in the surrounding townships and the population in the surrounding area have a
direct impact and relationship to housing within the City now and into the future. The larger,
surrounding Market Area defined for the City of Fosston includes the jurisdictions of the Cities
of Fosston and Lengby, as well as the Townships of Brandsvold, Columbia, Heier, Rosebud,
Island Lake, and Queen in Polk and Mahnomen Counties. This Market Area definition is
consistent with previous studies completed for the City of Fosston, including the housing study
which was conducted in 2000 by Community Partners Research, Inc., and a 1993 rental market
analysis completed by Maxfield Research Group, Inc., that was used for the construction of the
Summerfield Apartments in Fosston.

In addition to the City and Market Area data that is presented, many of the demographic data
tables also provide information for Polk County and the State of Minnesota, to create context
and an understanding of the larger geographical area.

Population Trends From 1990 to Present

Table 1: Population Trend, 1990-2017

1990 1998 2010 2017 % Change
Population Population Population Population 1990-2017
Fosston | 1,529 1,504 1,527 1,613 5.5%
Market Area | 3,227 3,224 3,269 3,363 2.88%
Polk County | 32,589 31,765 31,600 31,564 -0.11%

Source: U.S. Census Bureau, 2017 American Community Survey

According to the 2017 American Community Survey, Fosston has gained 84 residents since
1990, a percentage increase of 5.5%.

The Fosston Market Area also had an increase of 136 people, a percentage increase of 2.88%.
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These increases are noteworthy, especially in light of the fact that Polk County experienced a
slight decline during the same time period, a loss of 1,025 people or -0.11%.

Fosston Market Area Population Trend
1990 to 2017
3,400
3,350
3,300
3,250
3,150
1990 1998 2010 2017

Fosston Market Area Population Trend, 1990-20171

1 U.S. Census Bureau, 2017 American Community Survey
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Population Projections Through 2050

Table 2: Population Projections Fosston Market Area 2010-2050

2010 2020 2017 Actual 2010-2017 2050 2017-2050
Population Projected Population % Change Population % Projected
Population Projection Change
Fosston | 1,527 1649 1,613 5.6% 1703 5.6%
Fosston Market Area | 3,269 3,431 3,363 2.88% 3,460 2.8%
Polk County | 32,589 33,370 31,564 -0.11% 32,131 -1.4%

Source: 2017 American Community Survey, and Landsverk and Associates, Inc.

Projections for the City of Fosston and the Fosston Market Area assume that growth will
continue at the same rate that the City has observed over the last three decades. While the City
of Fosston is working hard to increase the number of jobs and the local quality of life, these
efforts can only go so far within the larger context of the County’s projected decrease in
population, so the projections for the Fosston Market Area, while outwardly rather modest,
may also be seen as rather aggressive.

Projections are often notably inaccurate for small cities and small geographical areas such as
the City of Fosston and the surrounding townships that comprise the Fosston Market Area.
State demographers project changes to population based on the entire state and the entire
County. This is due in large part to the fact that government demographers are rarely aware of
local strategies and efforts to grow the population.

Polk County population projection was obtained from the Minnesota State Demographer’s
Office. The dataset extrapolated population figures going out to 2050 for Minor Civil Divisions —
cities and townships — located outside the seven-county Twin Cities region. These population
extrapolations are based on simple mathematical formulas.

Projections for the City of Fosston and for the Fosston Market Area were calculated by
Landsverk and Associates, Inc., applying the same percentage of increase that has been
experienced in Fosston over the last three decades.

The projected increase in population within the Fosston Market Area means the
addition of 197 people between 2017 and 2050. With an average household size of
2.1 people, that equates to the need for an additional 94 housing units.
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Population Characteristics

The most current available data on population by age is from the 2017 American Community
Survey Census. Data is presented as percentages of the total population to allow for
comparative analysis with the county and state.

Table 3: Number and Percentage of Persons by Age - 2017

Age Fosston  Fosston Market Market Polk Co. PolkCo. Minnesota Minnesota
Number % Area Area % Number % Number %
Number
Under 5 94 5.8% 195 5.56% 2,101 6.7% 349,962 6.4
5-9 102 6.3% 227 5.68% 2,097 6.6% 362,905 6.6
10-14 88 5.5% 167 5.80% 2,084 6.6% 359,707 6.6
15-19 96 6.0% 342 6.75% 2,080 6.6% 356,614 6.5
20-24 81 5.0% 272 4.97% 2,071 6.6% 362,933 6.6
25-34 187 11.6% 475 10.17% 3,833 12.1% 749,397 13.6
35-44 100 6.2% 201 8.09% 3,284 10.4% 677,599 12.3
45-54 232 14.4% 290 14.12% 4,199 13.3% 742,604 13.5
55-59 76 4.7% 389 5.98% 2,261 7.2% 388,942 7.1
60-64 90 5.6% 286 8.62% 2,054 6.5% 336,345 6.1
65-74 192 11.9% 141 11.57% 2,850 9.0% 451,386 8.2
75-84 164 10.2% 195 8.50% 1,800 5.7% 237,556 4.3
85+ 111 6.9% 227 4.19% 850 2.7% 114,776 2.1
Total 1,613 100% 3,363 100% 31,564  100% 5,490,726  100%

An examination of age categories of children and youth (0-19), working age adults (20-64), and
older-aged adults (65 and older), contrasting the Fosston Market Area, Polk County, and the
State of Minnesota reveals a larger population of older aged individuals within the Fosston
Market Area.

Population by Age: Contrasting Fosston Market
Area, Polk County, and State of Minnesota

Minnesota

Polk County

i

Fosston Market Area

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00% 70.00%

W65+ m20-64 mO0-19
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Projected Population by Age

The Minnesota State Demographer’s Office has prepared population by age projections for
each County in the State. The Demographer’s projections for Polk County are shown in the
following graph.
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Graph 1: Polk County Population Projections by Age

The State Demographer estimates population growth to be relatively flat, however there are changes within specific age
categories, with an increase in the 70 to 74, 75-79, 80 to 84 and 85+ age categories as well as a slight decrease in the population
among those aged 39 and younger.

The Minnesota Demographer’s office reports that the 2018 population for Polk County is
31,627. The Minnesota Demographer’s office projects the County’s population to reach 32,201
by 2050, an increase of just 582 people.
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Household Estimates and Trends

Table 4: Occupied Housing Units Trend?

Number Occupied 2010 Number Occupied 2017 % Change 2010-2017

Fosston 670 725 8.2%
Market Area 1,364 1430 4.8%
Polk County 12,704 12,609 -0.75%

e Fosston has had a significant increase in the number of occupied housing units, adding
55 occupied housing units since 2010, an 8.2% increase. This percentage is higher than
the population increase of 5.6% during the same time period.

e Inthe Fosston Market Area, 66 more housing units are occupied than in 2010, a 4.8%
increase. This is a slightly steeper gain than the increase in population of 2.88%.

e Polk County has seen a 0.75% decrease in the number of occupied units.

Key Finding

From 2010-2017, Fosston and the Fosston Market Area have increased the
number of occupied housing units; during that same time period the County
has had a decrease in the number of occupied housing units.

2 U.S. Census Bureau, 2017 American Community Survey
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Average Household Size

Table 5: Average Number of Persons Per Household, 1990-2017

1990 2010 2017 % Change 2010-2017
Census Census ACS

Fosston 2.33 2.14 2.1 -0.04%

Market Area 2.71 2.42 Not available  Not available

Source: U.S. Census, American Community Survey 2017

Household Projections

The following table presents possible household level projections. The 2017 numbers were
derived from the 2013-2017 American Community Survey. The actual growth rate between
2010 and 2017 was used to create a projection for 2030.

Table 6: Projections—Number of Households

2010 2017 % Change 2030

Actual ACS Estimate 2010-2017 Projection
Fosston 670 725 8.2% 784
Market Area 1,364 1430 4.8% 1,499

e [f the 2030 projections are correct, there will be an additional 59 households in Fosston
by 2030.

e [f the 2030 projections are correct, there will be an additional 69 households in the
Fosston Market Area.

e The projections from the last housing study, completed in 2012, estimated 690
households in Fosston by the year 2020. The City has exceeded the projections by 35
households.

e The City of Fosston has experienced nice growth in the number of households, and it
may not be overly optimistic to estimate continued growth at the same rate.

e The number of households in the Fosston Market Area in 2017 exceeded the 2020
projections by 12.

Key Finding

The City of Fosston and the Fosston Market Area have consistently exceeded projections
for growth in the number of households in each of the last three housing studies.
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Household Characteristics

The best available data on household statistics is from the 2017 American Community Survey.
Data has been presented as percentages of the total households to allow for comparative
analysis between the City, the County, and the State.

Table 7: Households by Type, 2017

Family Households Nonfamily Households

Married Single-person  Householder  65years  Households with Households with

Couple Family Living Alone and over one or more one or more

Households children under 18 people 65 years
years and over

Fosston 40.4% 11.9% 44.7% 19.3% 21.4% 39.0%
Polk County 51.3% 11.5% 32.5% 14.1% 27.2% 29.7%
Minnesota  51.2% 13.0% 28.4% 10.8% 30.3% 27.3%

e In Fosston, more people are living alone, and more households have one or more
people 65 years and over.

e In Fosston, the largest percentage of households (44.7%) consists of one person.

e There is a significantly higher percentage of family households in the County (62.8%)
and in Minnesota (64.2%) than there is in Fosston (52.3%).

e The percentage of households with one or more people 65 and over is significantly
higher in Fosston (39.0%) than in Minnesota (27.3%).

65+ Population Projections in Minnesota

The number of Minnesotans turning 65 in this decade (about 285,000) will be
greater than the past four decades combined.

Around 2020, Minnesota's 65+ population is expected to eclipse the 5-17 K-12
population, for the first time in history.

The total number of older adults (65+) is anticipated to double between 2010
and 2030, according to our projections. By then, more than 1 in 5 Minnesotans
will be an older adult, including all the Baby Boomers.
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Households by Tenure3

Table 8: Households by Tenure - 20174

Total Housing Total Owner- % Owner Renter- % Renter

Units Occupied  Occupied Units Units Occupied Units Occupied
Units Units
Fosston 806 725 429 59.2% 296 40.8%
Market Area 1,889 1,430 1,018 80.75% 412 19.0%
Polk County 14,729 12,521 9,178 73.3% 3,343 26.7%
Minnesota 2,437,726 2,162,211 1,547,594 74.6% 614,617 25.4%

e An exceptionally high percentage (40.8%) of the City of Fosston’s occupied housing units
are rented units. This percentage is 14 percentage points higher than the county (26.7%)
or the state (25.4%).

e In contrast, the Fosston Market Area (which includes the City of Fosston) has a
significantly lower percentage (19%) of rented units than either the county (26.7%) or
the state (25.4%).

e The percentage of rented units in the City of Fosston has increased from 25.5% in 1990
to 40.8% in 2010, an increase of about 15 percent.

e The percentage of occupied rented units in the Fosston Market Area has increased from
15.2% in 2010 to 19% in 2017.

3 Note: units in assisted living facilities are considered to be housing units, however, units in nursing homes are not
considered to be housing units.
4 U.S. Census, 2017 American Community Survey
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Income Data

Income is the primary factor— not price and availability, that determines housing affordability.>
In a market economy the distribution of income is the key determinant of the quantity and
quality of housing obtained. Therefore, in order to understand challenges of making housing
affordable, it is essential to understand trends and disparities in income and wealth. Housing is
often the single biggest expenditure for low- and middle-income families. For low- and middle-
income families, their house may also be their greatest source of wealth.®

The income data in the table that begins on the next page is from the 2017 American
Community Survey and shows median and mean income for Fosston, the Fosston Market Area,
Polk County, and the State of Minnesota.

Income information is available on households and families.

A family consists of two or more people (one of whom is the householder) related by birth,
marriage, or adoption residing in the same housing unit. A household consists of all people who
occupy a housing unit regardless of relationship. A household may consist of a person living
alone or multiple unrelated individuals or families living together.

Census data reports both mean and median income.

Median income is the amount which divides the income distribution into two equal groups, half
having income above that amount, and half having income below that amount. Mean income
(average) is the amount obtained by dividing the total aggregate income of a group by the
number of units in that group. The means and medians for households and families are based
on all households and families. Means and medians for people are based on people 15 years old
and over with income. Median income figures are more useful when assessing income levels,
because the distribution of figures in reporting income is skewed —it is not symmetrical.

5 Source: Tilly, Chris (2 November 2005). The Economic Environment of Housing: Income Inequality and Insecurity.
6 Source: Ibid.
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Table 9: Income and Benefits (In 2017 Inflation-Adjusted Dollars)’

Per Capita Median Income Average (mean) Income

Income

All Persons Families Households Families Households
Fosston 22,908 56,875 37,917 68,883 49,146
Market Area 28,769 69,268 55,559 81,254 68,104
Polk County 28,260 77,539 55,393 87,096 68,880
Minnesota 34,712 82,785 68,388 104,103 73,561

Median Household Income
80,000
70,000
60,000
50,000
40,000
30,000
20,000

10,000

Fosston Market Area Polk County Minnesota

Graph 2: 2017 Median Household Income

(Source: 2017 American Community Survey)

e Median incomes in Fosston have risen sharply since the 2010 Census:

o In 2010, the median family income was $36,779, but in 2017 the median family
income was $56,875, which amounts to a 55% increase. This increase far exceeds
the cost of living inflation which would equal $41,344 in 2017 dollars.

o In 2010, the median household income was $29,597, but in 2017 the median
household income was $37,917 which amounts to a 28% increase. This increase

7 U.S. Census Bureau, 2017 American Community Survey
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more than keeps up with the cost of living inflation factor which would equal
$33,270in 2017 dollars.
e Median incomes in the Fosston Market Area have also risen sharply than they have in
the City of Fosston, in Polk County, or in the state as a whole:

o In 2010, the median family income was $56,500, but in 2017 the median family
income was $69,268, which amounts to a 23% increase. This increase more than
keeps up with the cost of living inflation factor which would result in a median
household income of $63,512.

o In 2010, the median household income was $44,643 but in 2017 the median
household income was $55,559, which amounts to a 24% increase. This increase
more than keeps up with the cost of living inflation factor which would result in a
median household income of $50,184.

e During the same time period (1990-2010) incomes increased in Polk County and in the
State of Minnesota, at the following rates:

o In Polk County, the 2010 median household income was $47,233, increasing to
$55,393 in 2017, a 17% increase. This increase keeps up with the cost of living
inflation factor which would result in a median household income of $53,095.

o In the State of Minnesota, the 2010 median household income was $57,243,
increasing to $68,388 in 2017, a 19% increase. This increase keeps up with the
cost of living inflation factor which would result in a median household income
of $64,348.

The Fosston Market Area’s median household income of $55,559 translates into ability
to pay $1,300 per month toward housing expenses, including mortgage payment,
property taxes, and insurance.

The City of Fosston’s median household income of $37,917 translates into a monthly
rent payment ability of approximately $790 or 25% of gross income.

The Fosston Market Area’s median household income of $55,559 translates into a
monthly rent payment ability of approximately $1,157 or 25% of gross income.
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Fosston Employment

While many factors influence the need for housing, employment opportunities represent a
major demand generator. Without jobs and corresponding wages, the means to afford housing
is severely limited.

Employment opportunities may be provided by a broad range of private and public business
sectors. Jobs may be available in manufacturing, commercial services, agriculture, public
administration, and other industries. The type of employment, wage level, and working
conditions will each influence the kind of housing that is needed and at what level of
affordability.

The strength of the area economy has had a significant impact on the population levels of the
area. The City of Fosston has employment opportunities within the community, with five
employers that employ more than 50 people. Essentia Health, Consolidated Equipment Group,
Minnesota Dehydrated Vegetables, Palubicki’s Family Market, and the Fosston School District
are the community’s largest employers.

Workers by industry of employment, 2015

Health care and Retail trade = Manufacturing  Educational Wholesale trade
social assistance services

Graph 3: Fosston Employment by Industry
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Forty-three percent of workers reside in Fosston.® The balance commute into Fosston for work.
The top locations of residence for those commuting into Fosston for work (in order) are
Bemidji, Thief River Falls, Bagley, Clearbrook, Mcintosh, Crookston, Oklee, Erskine, and Trail.

Existing Housing Inventory

There is a total of 806 housing units in the City of Fosston. The 2017 U.S. Census Bureau
American Fact Finder reports 725 of these units are occupied; 81 are vacant. Of the 725
occupied housing units, 59.2% were owner-occupied and 40.8% were renter occupied.

Table 10: Occupied Housing Units, Owner-Occupied and Renter-Occupied

Occupied Housing Units 1990 2010 2017
Owner-Occupied 76.7% 61.3% 59.2%
Renter-Occupied 23.3% 38.7% 40.8%

Renter-Occupied Trend 1990-2017

Owner-Occupied Renter Occupied

90.00%
80.00%
70.00%
60.00% 59:20%
50.00%
40.00% 40:80%
30.00%
20.00%
10.00%

0.00%

Graph 4: number of rented units vs. owner occupied units 1990 to 2017.

This change in owner-occupied units showed the greatest shift between 1990 and 2010. While
there has been further decrease in the percentage of owner-occupied and increase in renter-
occupied, the percentages may be leveling off.

8 U.S. Census Bureau, American Community Survey, 2017
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Nationwide, more American households are renting than at any point in 50 years.°

Another component of the picture is housing affordability. Talk of housing affordability is
plentiful, but a precise definition of housing affordability is ambiguous at best. The public policy
indicator that is used most frequently in determining “what is affordable housing” is the
percent of income spent on housing or “gross rent as a percentage of household income
(GRAPI). Housing expenditures that exceed 30 percent of household income have historically
been viewed as an indicator of a housing affordability problem.1°

RENT AFFORDABILITY: In Fosston, there are 273 occupied units paying rent (excluding units
where GRAPI cannot be computed). Of these, 42 percent of renters (115) pay 29.9% or less of
their household income on rent, while 58 percent (158) pay 30% or more.

MORTGAGE AFFORDABILITY: In Fosston, there are 429 owner-occupied housing units. Of
these, 222 have a mortgage and 207 do not have a mortgage. Of those with a mortgage, only
19 percent would be considered “cost burdened,” paying 30 percent or more of their
household income on a mortgage payment.

Table 11: Occupied Housing Units by Year Built1!

1939 and 1940-1959 1960-1979 1980-1999 2000-2009 2010- 2014 or
Earlier 2013 later
Fosston 216 183 189 131 80 7 0

Owner Occupied Values

Table 12: Value of Owner-Occupied Units12

Less $50,000 $100,000 $150,000 $200,000 $300,000 $500,000
than to to to to to to
$50,000 $99,000 $149,000 $199,000 $299,000 $499,000 $1,000,00
0
Fosston 69 136 123 82 10 4 5

9 “More U.S. Households are Renting Than at Any Point in 50 Years,” Pew Research Center, July 17, 2017.

10 “Housing Affordability: Myth or Reality?” Wharton Real Estate Center Working Paper, Wharton Real Estate
Center, University of Pennsylvania, 1992.

11 U.S. Census Bureau, 2017 American Community Survey. Includes single family and multifamily.

12 |bid.
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e There is a total of 429 owner-occupied housing units in Fosston. A little more than half
of these units (222) have a mortgage on their home.

e Of those who have a mortgage (222) almost 39 percent have a mortgage payment
between S500 and $999 per month, 5 percent pay less than $500 and the balance (56
percent) pay $1,000 or more.

e Of those who have a mortgage (222) 55 percent pay a mortgage payment that is less
than 20 percent of their household income. Only 11.7 percent pay a mortgage payment
that is 35 percent or more of their household income.

e Owner-occupied units in the $50,000 to $99,000 range account for 32 percent of all
owner-occupied homes in Fosston.

e Owner-occupied units in the $100,000 to $149,000 range account for 29 percent of all
home owner-occupied homes.

e About 16 percent of owner-occupied homes are less than $50,000.

e Owner-occupied units valued at $150,000 and over account for 23.5 percent of all
owner-occupied homes, with the vast majority of those (19.1 percent) in the $150,000-
$199,000 range.

e The estimated median value of owner-occupied housing units is $103,200.13

Home Sales

The previous page examines all owner-occupied houses in the City as an indicator of ownership
affordability. This section examines those houses that have been sold within recent years. It is
important to note that in smaller communities, the number of houses that have been sold is
relatively small and may not be an accurate indicator of home values. However, this sample
does provide some insight into those units that are turning over in the City.

(Note: the table below contains information for the City of Fosston, not the entire Fosston
Market Area.)

Table 13: Median Value of Fosston Residential Sales 14 15

Number of Sales Median Sale Price
2014 40 $80,000

13 U.S. Census, 2017 American Community Survey
14 polk County Assessor’s Office.
15 Excludes homes sales between $0-$10,000
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2015 39 $95,000
2016 28 $71,750
2017 39 $82,500
2018 46 $62,000
2019 157 $98,000
Number of Sales Median Sale Price
50 120000
40 100000
30 80000
60000
20 40000
10 20000
0 0
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 2019

2016 saw a dip in the number of homes sold as well as a modest decrease in the median sale
price. In 2017, the number of homes sold picked up to the same number that sold in 2015 and
the median sales price increased. In 2018, there was a large increase in the number of homes
sold, but a decrease in the median sale price. The median sale price in 2019 has grown
substantially, from $62,000 in 2018 to $98,000, as of August 2019. This is close to the 2017
median home value of $103,000.%

16 Sales through August 13, 2019
17.4.S. Census Bureau, 2017 American Community Survey.
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New Construction in Fosston

As evidenced by the number of building permits issued, there is a modest amount of new
construction taking place in Fosston. This is likely the result of the “Build Fosston” program, as
well as the availability of more buildable lots in the community, both in Fairlawn Park and the
new Aspens addition.

Fairlawn Park is located at the site of the former fairground and has 27 lots. Four homes have
been constructed in Fairlawn. The Aspens is located on the north side of Fosston and has a total
of 26 lots platted. Two homes have already been constructed in the Aspens, and a third is being
built. The City plans to continue building out infrastructure to serve the entire Aspens
development as new homes continue to be constructed.

Table 14: Building Permits Issued in Fosston, 2015-2019 18

Number of Permits House Construction Other
Issued
2015 25 3 22
2016 20 0 20
2017 15 0 15
2018 17 2 15
2019 20 2 18

Statewide Outlook for New Construction!?
After years of weak seller activity and strong buyer activity in Minnesota, the close of 2018 saw
more active listings than the previous year, indicating a moderate increase in supply.

In 2018, homes between $150,000 and $300,000 were in greatest demand. The rising cost of
labor and materials are posing limits to the supply of houses in this price range. Rising demand
for alternatives to a single-family home are reflected in the growth of multi-family housing
permits, such as condos and townhouses. 2018 saw the highest level of multi-family permits
since 1987.

Annual household formations have exhibited a post-recession average of about 10,000 new
households per year, much lower than the pre-recession ten-year average of 24,500. The lower
household formation may reflect changes in living preferences among younger adults, as well
as the increasing share of older Minnesota residents. As Minnesota’s economy continues to

18 City of Fosston
¥ Minnesota Management and Budget, Minnesota Financial Report, February 2019.
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grow, we forecast a continued recovery in household formations. In 2017, household

formations were up, with 13,500 new households. We expect annual net new formations to be
21,200 and 20,800 in 2018 and 2019 respectively, followed by a gradual decline, falling to

18,500 in 2023.

According to the U.S. Census Bureau, the total year-to-date number of authorized residential

building permits (not
seasonally adjusted)
in Minnesota was
26,357 through
December 2018, up
from 24,229 over the
same period last
year. In this forecast,
we expect total
housing permits to
fall slightly to 26,000
in 2019 and gradually
decline to an
estimated 22,000 in
2021.

2020 Housing Study

Building Permits Issued in Minnesota Home Prices
Minnesota Purchase-Only Index
Single Family Units 1 oo, Year-Over-Year % Change
L = o= o= Multi-Family Units
'€ 30 10% -
@ 25
[
5 20 5% -
'§ 15
® 10 0% e I B B e B e B e e e
3 -«
E b= ] 5% 4
0
i) o R R -10%
o 'fﬁﬁ N ‘1590 U S ‘93 '97 D1 ‘0s ‘09 13 17
Sowrce: US Census Bureaw, Bullding Permit Survey Source: Federal Housing Finance Agency (FHFA)

Minnesota’s home prices are now higher than any time since 2005, posing a risk to affordability.
Affordability reached a ten year low in 2018 according to the housing affordability index- the ratio
of median household income to the income needed to purchase a house. 2018 saw mast multi-unit
permits since 1987, indicating o growing demand for alternatives to a single-unit home, such as
condos and townhomes.
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Housing Condition

Windshield Survey - In November 2019, Northwest Minnesota Multi-County Housing and
Redevelopment Authority assisted Landsverk and Associates, Inc. with conducting a visual
windshield survey of houses in Fosston. Houses that appeared to contain more than one
residential unit and mobile homes were excluded from the survey. The visual survey looked at
473 structures.

Houses were categorized in one of two levels of physical condition: standard or substandard, as
defined below. The visual survey analyzed only the physical condition of the visible exterior of
each structure. Exterior condition is assumed to be a reasonable indicator of the structure’s
interior quality.

e Substandard housing is not necessarily old or outdated. It is housing that poses a risk to
the health and well-being of its occupants. Common substandard housing conditions
include holes, cracks, peeling paint, and leaking roofs.

e Standard houses do not pose a risk to the well-being of occupants. They are judged to
be in good, “move-in” condition. Standard houses may contain minor code violations
and still be considered sound.

Standard Substandard Total

Table 15: City of Fosston Windshield Survey?20

Fosston 47.1% (223) 52.9% (250) 473

20 Source: Northwest Minnesota Multi-County Housing and Redevelopment Authority
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Rental Housing

At the time of the 2017 American Community Survey, there were a total of 806 housing units,
with 725 of them occupied. Of the 725, a total of 296 or 40.8 percent were renter occupied.
Fosston’s percentage of rental housing is 14 percentage points higher than Polk County (26.7%)
and 15 percentage points higher than the state (25.4%).

This is in stark contrast to the Fosston’s 2000 Housing Study in which Fosston’s percentage of
rental housing (25.5%) was lower than the statewide average (28.8%).

Table 16: Rent Rates for Occupied Rental Units 21

Less than S500 S500 to $999 $1,000 to $1,500 to
$1,499 $1,999
Fosston 65 (23.6%) 178 (64.5%) 28 (10.1%) 2 (0.7%)

e There is a total of 296 occupied units paying rent in Fosston.

e Of those, the largest proportion of units (178) are in the $500-5999 range, with the
second largest number of units (73) in the less than $500 range and the third largest
number of units (28) in the $1,000-51,499 range.

Table 17: Gross Rent as a Percentage of Household Income

Less than 15.0to 20.0 to 25.0to 30.0to 35.0% or Not
15% 19.9% 24.9% 29.9% 34.9% more computed

Fosston 54 18 10 33 31 127 23

e Fosston has a large share of cost-burdened renters, with a full 37% of renters (127)
paying 43.0% or more of their income in rent.

e Residents of subsidized housing pay 30% of their income towards gross rent, while
market rate can charge whatever the market will allow.?3

21 U.S. Census Bureau, 2017 American Community Survey
2 |bid.
2 Source: Northwest Minnesota Multi-County Housing and Redevelopment Authority.
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Rental Housing Survey

As part of this housing study, a telephone survey was conducted of multifamily buildings in the
City. The survey attempted to contact rental buildings with four or more units. This survey
included nearly all multifamily rental units in the City.

For purposes of new unit construction, it was assumed that most future development would be
oriented towards larger buildings and developments, and properties with four or more units
offer the best comparison. The survey was conducted by Landsverk and Associates, Inc., during
the month of November 2019.

Rental Market Summary

Eight multifamily buildings were included in the survey. There were four market rate properties
with a total of 46 units, one tax credit project with 15 units, and three subsidized projects with
50 units.

Occupancy/Vacancy

Six of the properties reported vacant units. In total, eleven vacancies were found. Three of the
vacancies were in subsidized properties, and eight were in the market rate units. The eight
vacant units equate to an overall occupancy rate of 90% in the multifamily inventory. Several of
the vacancies are likely related to the recent MDV layoffs.

Market Rental Rates
Gross rental rates are as follows:

e One Bedroom - $400-$807
e Two Bedroom - $550-5932
e Three Bedroom - $868-5881

Market rates in Fosston are largely dictated by Summerfield Apartments, which were
developed in 1994 and managed by Greater Minnesota Management. The change of Linda
Marie from a subsidized property to market rate has brought a lower price point into Fosston
market rate housing.

Occupancy Category

Prior to the construction of Cornerstone Residence and Prairie Pines assisted living facilities in
Fosston, Town Square Apartments, Evergreen Apartments, and Fosston Homes were
designated for Senior Housing. Following construction of the two assisted living facilities, these
three properties were re-designated as General Occupancy properties. The only rental housing
that is still designated for seniors is the Summerfield Place 55+ property.
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Rental Housing Inventory

Table 18: Fosston Multifamily Rental Housing Inventory 24

Name # of Units, Rent Vacancy Tenant Mix Comments
BR Mix Wait List
MARKET RATE
Columbia 2-1BR $700 2vacant  General Two duplexes constructed in 1998. Rent
Oaks 2-2BR $925 units Occupancy includes utilities, lawn and snow removal. 2BR
also include heated garage. Long-term
residents. Vacant units atypical.
Summerfield 2-1BR $657-681 1-2BR General Cottage style apartments built in 1994.
Apartments 8- 2BR $763-803 vacant Occupancy Tenants pay electric in addition to rent.
2-3BR $868-881 unit Over half of tenants are over 55.
Occupancy rate 92%.
Summerfield 4-1BR $771-807 1-1BR Senior Cottage style apartments built in 1994.
Apartments 8 -2BR $860-932 vacant housing Tenants pay electric in addition to rent.
unit Occupancy rate 92%.
Linda Marie 1 $400 4vacant  General Under new management for 1.5 years.
efficiency  $500 units Occupancy Formerly subsidized, now market rate.
5-1BR $550 Will accept housing vouchers.
12 - 2BR 2 vacant units are typical.
TAX CREDIT
Regency 1-1BR $580 2vacant  General Serves tenants at or below 60% of median
Apartments 8 —2BR $605 units Occupancy income. Two vacant due to MDV layoffs.
6—3BR $705 Contract is in place with White Earth to
provide housing for homeless individuals.
SUBSIDIZED
Town 24 - 1BR $500 Ovacant  General HUD subsidized apartment built in 1980. Rates
Square units Occupancy include all utilities. Qualifying tenants pay rent
30% of income. 1-2 vacancies typical.
Estimates 8-10 are rented by elderly. 7-8 are
HUD. Gets requests for 2 BR units. Had 4
empty apartments last summer.
Evergreen 12 - 1BR 30% of 92% General HUD subsidized apartments built in 1982.
Apartments income occupied Occupancy Tenants pay rent based on 30% of income with
or max. a max rent of $537. Occupancy rate is high
rent of with little turn-over. Units all on ground level,
$537 popular with seniors.
Fosston 12 -1BR $490 No General Rural Development duplex units built in 1960s,
Homes 2-2BR $535 vacancies Occupancy originally designated for senior occupancy, but

2 Source: Landsverk and Associates, Inc., December 2019 survey
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Assisted Living Facilities
There are four assisted living facilities in Fosston—Prairie Pines, Cornerstone Residence,
Bethany Board and Lodge, and Sunrise House.

Bethany Board and Lodge and Sunrise House

Bethany Board and Lodge and Sunrise House serve individuals who have a chronic mental
illness of varying ages. Both provide the same types of services available through assisted living,
such as administration of medications, meals, 24-hour awake staff, a registered nurse on
premise or on call, as well as lodging. The two institutions have capacity for 18 residents. All
have private rooms. The option to live in this environment is an effective way to deliver services
and quality of life to individuals who have a chronic mental iliness that limits their ability to be
completely independent. These two facilities are typically full, but as of this writing, there is one
vacancy, due to a death.

Prairie Pines

Prairie Pines Community is an assisted living facility that is located on the Essentia Health
Fosston campus and is attached to the hospital and nursing home. Residents are fairly
independent. They must be ambulatory and do not receive assistance with toileting or feeding.
They will help with medication, bathing, dressing and some of the basic daily living needs. The
facility has 19 apartments and is at full occupancy, which is a typical rate. They have a wait list
of 20-30 people.

The fact that the facility is attached to the hospital makes it very convenient for residents to go
to the clinic or visit a spouse in the nursing home or hospital. Some will transition into the
nursing home on campus, allowing them to age in place.

Number of units by type:

e 1BR—fifteen
e 2BR—four

There are 12 staff for Prairie Pines.
Cornerstone Residence

Cornerstone Residence is a 42 unit assisted living facility located at 115 1 Street East in the
heart of downtown Fosston, giving ambulatory residents pedestrian access to downtown stores
and services.
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The facility has full services and amenities for assisted living, including administration of
medications, meals, 24-hour awake staff, a registered nurse on premise or on call, as well as
lodging. The occupancy rate has a wide fluctuation. Typically, the occupancy is higher in the
winter and lower in the summer, as living at home is more difficult during the winter season
due to cold and snow. As of this writing, there are 37 occupied units, but the housing manager
reported that the number of occupied units was much lower at this time last year.

Number of units by type:

e Studio Apartments—24
e 1BR—twelve
e 2BR—two

There are 24 staff. The housing manager reported that all but two staff live out of town because
“updates are needed in the current housing, and they cannot find the housing they are looking
for in Fosston.”
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Mobile Home Park

Fosston has had a mobile home park for decades, located on the west side of town, along
Omland Avenue. In the summer of 2018, the City of Fosston purchased the mobile home park
and named it Omland Court. The park design features two circular drives, with homes radiating
outward, like spokes on a wheel, and another row of homes on the east side.

In the 1960’s and 1970’s the park was very well-maintained, but in the past several years, it has
steadily declined. In an effort to turn things around, the City of Fosston purchased the property
in July of 2018, and contracted Greater Minnesota Management (GMM) to manage the
property for them.

Since then, several improvements have been made, most importantly, the removal of several
blighted (vacant) homes. Other site improvements are either underway or being discussed. The
site has many trees and includes a small, centrally located play space for children.

The City of Fosston is one of a handful of cities across the United States who are purchasing
mobile home parks. Mobile home parks can be an important type of housing, because they
provide an affordable option for home ownership.

Omland Court has 42 lots and a total of 24 mobile homes. The City plans to move all the homes
found on the straight line into one of the two circular drives, freeing up the space along
Northwood Avenue for development of multifamily housing. Other planned improvements for
Omland Court include new lighting and paving the cul-de-sacs.
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Findings and Recommendations

Summary of Recurring Themes from Stakeholder Survey

Landsverk and Associates conducted face-to-face interviews with several of Fosston’s housing
stakeholders, including Fosston’s City Administrator, two bank presidents, the Housing and
Redevelopment Authority, a local realtor, two property management companies, three housing
managers, and a local developer.

While there were varying opinions on many issues, there were several, noteworthy recurring
themes.

Chief among them were:%

e More diversification in the size and type of housing is needed. Fosston needs more
single-family homes and more multifamily homes. In addition, Fosston could use
different types of housing like condos and townhomes. The option of a condo or
townhome would be especially attractive for active older people who want to do more
traveling and get away from maintenance.

e The community could use more housing for the elderly, such as condos and townhomes
(mentioned above) and assisted living. The community’s two assisted living facilities
have very low vacancies.

e Houses and apartments with more bedrooms are needed. Few people are interested in
a one-bedroom apartment.

e Houses that are in demand are slab-on grade and have a laundry on the main floor,
three bedrooms, two baths, and a double garage.

e The houses that are selling are 50 years old or more; not because that is what people
want but because that is what is available.

e The average house on the market is outdated and needs a lot of work.

e Financing is readily available for homebuyers and no longer an issue.

e The largest barrier to building a house is cost. A second barrier is the shortage of
contractors.

e There are enough buildable lots in the community at the present time.

e Vacancy rates are very low, with many properties having only one or no vacancies. This
is expected to continue.

25 A complete transcription of the housing stakeholder interviews is available in the appendix.
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Demographic Highlights

e Population: Fosston has experienced slow and steady growth of 5.6% in population over
the last three decades. According to the 2017 American Community Survey, Fosston has
gained 84 residents since 1990. The Fosston Market Area also had an increase of 136
people, a percentage increase of 2.88%. These increases are noteworthy, especially in
light of the fact that Polk County experienced a slight decline during the same time
period, a loss of 1,025 people or -0.11%.

e Occupied Units: From 2010-2017, Fosston and the Fosston Market Area have increased
the number of occupied housing units; during that same time period the County has had
a decrease in the number of occupied housing units.

¢ Income: Median Household income (MHI) in Fosston is below that of the state and the
county. The Fosston Market area MHI is $55,559 and the City of Fosston’s MHI is
$37,917, seeming to indicate that the City and Fosston Economic Development
Authority should continue to support economic development and job creation in the
community.

e Renters: An exceptionally high percentage (40.8%) of the City of Fosston’s occupied
housing units are rented units. This percentage is significantly higher than the county
(26.7%) or the state (25.4%).

e Construction: additional lots available for new home construction, together with the
Build Fosston incentive program have positively impacted the number of new building
permits and new homes constructed in the City of Fosston. A total of seven building
permits for new home construction have been issued in the City of Fosston since 2015.

¢ Housing Inventory: a windshield survey of homes in Fosston revealed that 52.9% of the
houses in Fosston are substandard.

e Employment: Fosston has stable and growing employers, with health care and social
assistance representing the largest employment sector, followed in order by retail trade,
manufacturing, educational services, and wholesale trade. The community continues to
attract industry and jobs, as evidenced by numerous expansions of the industrial park.

Most Noteworthy Findings of the Study

e The projected increase in population within the Fosston Market Area means the
addition of 197 people between 2017 and 2050. With an average household size of 2.1
people, that equates to the need for an additional 94 housing units.

e The majority of Fosston’s houses are substandard. Furthermore, Fosston’s housing stock
(owner-occupied and renter-occupied) is old, with approximately half of the City’s
housing units being sixty or more years old.

e Median household income in the Fosston Market Area is approximately equal to median
household income in Polk County. While it is lower in the City of Fosston, median
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household income in the City is increasing at a rate that exceeds the rate of inflation,
i.e., people in Fosston are doing better financially than ever before.

Recommendations
Based on the recurring themes from the stakeholder survey, demographic highlights, and
noteworthy findings, the following actions are recommended:

Recommendation 1: Preserve and upgrade existing single-family homes through
implementing a Housing Rehabilitation Program

Homeownership has been, and continues to be, an essential element of the American Dream. It
has been documented to contribute to numerous positive societal benefits, including:2®

e Increased educational achievement

e Higher overall quality of life

e Increased civic engagement

e Neighborhood stability as people remain in their homes longer

e Better physical and psychological health

e Significantly lower crime rates

e Greater financial stability and less need for public assistance

e Property maintenance and improvement that enhance the community’s economy

In addition to the benefits noted above, two important factors that lead to prioritizing
Recommendation 1, are the large percentage (52.9%) of substandard homes in Fosston and the
high percentage of renter-occupied properties (about 40%)—which is much higher than that of
Polk County (27%) and Minnesota (25%).

Home ownership should be a high priority in the City of Fosston. Keeping and updating the
homes that are already in existence is imperative. Furthermore, through accessing existing
rehabilitation programs, there is little cost to local government.

While there are numerous resources to help homeowners rehabilitate their homes, it is
common for homeowners to be unaware of the resources or to lack understanding of how to
navigate and/or access the programs. As a first step, the City of Fosston should implement a
robust communications campaign to inform residents of the findings of the housing study and
programs that can assist individual homeowners.

26 “Social Benefits of Homeownership and Stable Housing,” National Association of Realtors, Research Division,
Lawrence Yun, Ph.D. and Nadia Evangelou, December 2016
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The second step will be for the City of Fosston to secure additional funding to assist local
homeowners through the Small Cities Development Program and USDA Housing Preservation
Program to help cost-burdened homeowners with the cost of needed home improvements.

(See the resources section in the Appendix for information on relevant programs.)

Recommendation 2: Increase the number of housing units by adding 30 housing
units each decade, for a total of 90 new units by 2050

Population projections are difficult, particularly in small rural communities. The last two
housing studies projected population increases for Fosston to parallel those of Polk County. In
each instance, Fosston has surpassed those projections. This study is taking a more aggressive
approach to predicting population growth, estimating that it will continue at the rate it has
experienced over the last 20 years. If this increase is realized, an additional 90 new housing
units will be needed between 2020 and 2050.

The construction of 15 new homes each decade (a total of 45 single-family homes) and 15
multifamily housing units (45 multifamily units) would achieve this goal.

Increase New Home Construction

As noted in Recommendation 1, homeownership is important for many reasons, so in addition
to preserving and upgrading existing single-family homes, the community should promote the
construction of new homes.

The Build Fosston program has been somewhat successful, as evidenced by the modest
increase in new home construction. To increase momentum in new home construction, it is
recommended that the City of Fosston continue the Build Fosston program and look for ways to
enhance the program, possibly through tax abatement or a larger cash incentive.

The City of Fosston has been negotiating with Midwest Minnesota Community Development
Corporation on the construction of a spec home. Fosston’s median household income
translates into ability to pay $1,300 per month for housing costs (mortgage, insurance, and
property taxes). If terms can be agreed to, and costs can be contained to an acceptable level,
construction of one or two spec homes each year may be an excellent means of increasing the
momentum of new home construction.

The City could also consider establishing a Community Land Trust—a program that has been
around for decades but is getting more attention lately in Minnesota. A community land trust
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(CLT) is a nonprofit, community-based organization that works to provide perpetually
affordable homeownership opportunities. In the truest sense, a CLT acquires land and removes
it from the speculative, for-profit, real estate market. CLT’s hold the land they own “in trust”
forever for the benefit of the community by ensuring that it will always remain affordable for
homebuyers.

CLT’s provide long-term affordable housing by owning the land of a particular property but
selling the home on the land to an income-qualified buyer. The homeowner then leases the
land from the CLT through a 99-year, renewable ground lease.

The ground lease connects the homeowner to the community and to keeping the house
permanently affordable by including a resale formula that determines the home’s CLT sale price
and the homeowner’s share of the home’s increased value at the time of sale.

This mechanism facilitates the initial investment made in the home by public and private
subsidy sources remaining with the home to make it affordable to subsequent, income-
qualified buyers.

A possible example: an eligible candidate who wants to build a house that would normally cost
$200,000 puts in $160,000, and a cash subsidy covers the remaining $40,000, which includes
the cost of the land. If the homeowner decides to sell the house in the future, he/she gets back
the original $160,000 plus a percentage of the equity. The next buyer of the home buys it at the
lower cost, retaining its long-term affordability.

Establishing a CLT, possibly in tandem with a regional partner, would increase momentum in
new home construction, and increase the long-term affordability of home ownership.

(See the Best Practices section in the Appendix for more information on CLTs.)
Increase and Diversify Rental Units

The City of Fosston should seek a partner to develop multifamily rental units. Potential
developers include Northwest Minnesota Multi-County Housing and Redevelopment Authority,
Greater Minnesota Management, D.W. Jones, and Midwest Minnesota Community
Development Corporation.

A variety of rental units would be desirable, including duplex units, four-plex units, and
townhomes, which would help to diversify existing options. Care should be taken to address
existing gaps in housing, offering affordable options as well as moderately upscale options for
younger, mobile seniors seeking flexibility and active lifestyles.
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The first two developments to pursue are redevelopment of the former Palubicki’s grocery
store and development of multifamily units along Northwood Avenue, once mobile homes have
been removed from the straight line.

The community should build a few units at a time and as units become occupied, continue to
build, taking care to avoid overbuilding.

Closing Remarks

In summary, Fosston is at an exciting juncture. Strong employment, the modestly growing
population, and the community’s high quality of place — a vibrant health care system, a strong
public-school, spirit of philanthropy, robust volunteerism, and solid business community —
make the community’s future look bright.

As Fosston and its leaders look ahead to 2020, it is certain that housing, and adequately
meeting the needs of the community for quality, affordable housing, will play an important role
in growing a vibrant local economy.
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APPENDIX

Housing Resources

HousingLink and Housing Hub
HousingLink

HousingLink was established as a result of the 1995 Hollman v Cisneros Consent Decree, which
sought improved housing conditions and greater locational choice for families participating in
the Section 8 voucher and public housing programs. One provision of the decree stipulated that
an affordable housing information clearinghouse be established to ensure that low-to-
moderate income families have access to the affordable housing information they need.
HousingLink was organized in 1997 as a 501(c)3 organization to meet this need, and we began
providing vacancy information as well as training and support to housing service agencies. Since
that time, HousingLink has become Minnesota's primary source for affordable housing-related
openings, data, information and resources.

Housing Hub

Housing Hub went live the summer of 2019, transforming how low-income renters access
affordable housing waiting lists, and how properties manage waiting lists and fill openings.
Housing Hub has a robust list of rental properties from across Minnesota. Through use of the
Housing Hub web tool, renters can enter search criteria and more easily find a property that
matches their needs. Landlords can list their properties and reach a larger audience of potential
renters.

Beyond Backgrounds

Beyond Backgrounds is another program of Housing Link, focusing on helping people with
criminal backgrounds, recent evictions, bad credit and housing choice vouchers find affordable,
decent housing. Beyond Backgrounds acts as an insurance fund for landlords willing to make
exceptions to their screening criteria for renters with barriers. Thanks to the generous support
of Minnesota Housing, Suburban Metro Area CoC (SMAC) and Pohlad Family Foundation,
Beyond Backgrounds provides support to renters and landlords in Anoka, Carver, Dakota, Scott
and Washington counties. In 2019, Beyond Backgrounds is expanding to support families with
Metro HRA Housing Choice Vouchers, households in Ramsey County, and veterans who are
experiencing homelessness.

Overcoming Barriers
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For nearly a decade HousingLink has provided in-person education to renters and human
service agencies about overcoming housing search barriers. However, on-demand learning is
increasingly important in the current rental housing environment. To respond to this need,
HousingLink has created four videos with tips about how to search for housing with criminal,
credit, rental history, and low-income barriers. These videos are integrated into the Housing
Hub website.

USDA Rural Development - Rural Housing

USDA administers several housing programs to assist lower income individuals and families who
do not have adequate housing. The programs are only available in rural areas, usually in towns
of up to 10,000 population. USDA Rural Development can help people afford suitable
apartments, as well as to buy, repair, or build their own homes.

The Rural Rental Program (Section 515) finances apartments for lower income people who
may not otherwise be able to afford decent housing. Most tenants in these apartments pay no
more than one third of their income for rent. The government provides the finances to
developers, non-profit organizations or others to construct apartments under this program.
They receive favorable interest rates on their loans and certain tax breaks as incentives to
maintain or increase the supply of affordable housing in rural areas. A similar program is
available to build Farm Labor Housing. Home repair funds are also available through the
Housing Preservation Grant program. Grants are made to non-profit organizations and public
bodies that in turn make funds available to homeowners who cannot afford to make needed
repairs. Those interested in either of these programs should contact: Debra Eason at (302) 857-
361 or E-Mail: Debbie.Eason@de.usda.gov

The direct Single-Family Home Loan Program sometimes referred to as "Section 502,"
involves a low interest loan directly from the agency to a prospective homeowner who cannot
afford regular mortgages but can afford to repay a low interest loan on a "modest" home. The
interest rate depends on the income and size of the family and can be as low as 1 percent.
There is no down payment required. To qualify, the family's income has to be below certain
limits which are different depending on where you live. Your local Rural Development Office
can tell you what the limits are in your area. (For office contact information see the Area/Sub
Area Office section).

Sometimes a direct 502 loan is combined with a loan from a bank or mortgage company to
make funds available to a prospective homeowner. These loans are referred to as leveraged
loans. The total mortgage is more affordable to homeowners because one of the loans is
subsidized by the government. Since Rural Development is only funding part of the mortgage, it
can stretch its scarce resources farther to help other families.
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Leveraged loans benefit private sector lenders because they get first lien position, so their
chance of loss is very small. Leveraged loans can be sold to Fannie Mae or others in the
secondary market. Lenders also earn valuable Community Reinvestment Act (CRA) credits by
participating in the leveraged loan program.

There is also a Guaranteed Single-Family Home Loan program to help low- and moderate-
income people qualify for a mortgage loan from a bank or mortgage company. The Federal
Government guarantees the lender up to 90 percent of the loan against losses if there is a
default on the loan. Lenders are more likely to approve a loan if it is guaranteed against losses.
Also, the lender may make these loans available with no down payment. The person receiving
guaranteed loans apply directly to the bank or mortgage company, not with the agency.

Lenders can sell loans on the secondary market. There are many additional benefits to lenders
including CRA credits. Lenders interested in this program should contact: Bill Marek at (301)
797-0500 ext. 5 or E-Mail bill.marek@md.usda.gov

The Self-Help Loan Program assists groups of six to eight families or individuals who want to
build their own homes with professional supervision. The loan qualifications are the same as
the regular direct single-family housing program above, but the participants have to attend
more meetings and spend their free time working on their new homes. All the participants
work on each other’s houses and the homes are all built at the same time. There is no down
payment for these loans and because of savings in labor costs, the overall mortgage is lower.
For information please contact the Area/Sub Area Office near you or the State Office listed in
this homepage.

A Home Repair loan and grant program (Section 504) is available to lower income people
who would rather stay in their present homes but can't afford needed repairs. The government
can make repair loans up to $20,000 at a 1 percent interest rate. Grants up to $7,500 can be
made to persons 62 years of age or older. (For office contact information see the Area/Sub Area
Office section).

USDA-Rural Development USDA-Rural Development
National Office Housing Programs Local Office Housing Programs
USDA Rural Development, Room 5014-S Robert Kleven, Area Specialist
Mail Stop 0701 Thief River Falls Service Center
1400 Independence Avenue SW 201 Sherwood Ave S
Washington, DC 20250-0701 Thief River Falls, MN 56701-3400
202-690-1533 218-681-1612

Robert.Kleven@mn.usda.gov
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Minnesota Housing Finance Agency

Minnesota Housing is a trusted state agency that works with local lenders to ensure all
Minnesotans have access to safe and affordable housing. In 2018, the agency helped more than
4,600 families across the state purchase and refinance homes.

There are three programs to assist home buyers/owners: (1) Start Up; (2) Downpayment and
Closing Cost Loans; (3) Step Up Purchase or Refinance Loan; and (4) Fix Up Loan Program; and
(5) Rehabilitation Loan/Emergency and Accessibility Loan Program.

START UP FOR FIRST TIME HOMEBUYERS

The Minnesota Housing Start Up loan program can make homeownership fit a borrower’s
budget.

o Affordable, fixed interest rates for the life of the loan

e Aslittle as 3% down with our exclusive conventional loans

e Downpayment and closing cost loans up to $15,000

e Low or no mortgage insurance options for lower monthly payments

To be eligible, borrowers must:
e Be afirst-time homebuyer (have not owned a home in the past three years)
e Meet income limits
e Meet purchase price limits:
o 11-County Metro: $330,100
o Balance of State: $283,300
e Meet minimum credit score requirements

DOWNPAYMENT AND CLOSING COST LOANS
When borrowers get a Minnesota Housing mortgage, they can also receive an optional
downpayment and closing cost loan up to $15,000.

Downpayment and closing cost loans are only available with a Minnesota Housing first
mortgage loan and additional eligibility requirements may apply, including income limits.

Monthly Payment Loan
The Monthly Payment Loan can be used with the Start Up or Step Up program.

e Loansupto $15,000
e Interest rate is equal to your first mortgage rate
¢ Monthly payments over a 10-year loan term
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Deferred Payment Loan

The Deferred Payment Loan can be used with the Start Up program and is only for first-time
homebuyers. There are two options:

o Deferred Payment Loan: Loans up to $8,000
o Deferred Payment Loan Plus: Loans up to $10,000 for borrowers who meet targeting
criteria
There is no interest or monthly payments, and the loan term is equal to the first mortgage
term. Borrowers must repay the loan when they move, sell, refinance (unless they refinance
with MHFA’s Step Up program) or pay off their first mortgage.

STEP UP FOR REPEAT HOMEBUYERS OR REFINANCING

The Step Up program has a purchase loan for current homeowners (or owned within the last
three years) who want to buy a different home. Homeowners can also use Step Up to refinance
their current home at an affordable, fixed rate.
o Affordable, fixed interest rates for the life of the loan
e Aslittle as 3% down with our exclusive conventional loans
e Downpayment and closing cost loans up to $15,000 — a unique option for refinancing
e Low or no mortgage insurance options for lower monthly payments
Homeowners may be eligible if they:
e Meetincome limits
e Meet purchase price limits:
o 11-County Metro: $330,100
o Balance of State: $283,300
¢ Meet minimum credit score requirements

FIX UP LOAN PROGRAM Loan Maximum Maximum Income
Type Loan Amount Repayment Term Limit
This loan program
provides hassle-free home Secured $50,000 10 to 20 years Income Limits
improvement financing. Secured
Energy/ $15,000 10 to 20 years | No income limit
o Afforda bIe, fixed Accessibility|
interest
. Unsecured $15,000 10 years Income Limits
rates with lower
interest rate for
Unsecurid $15,000 10 years No income limit
energy Energy
conservation and
= 43
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accessibility improvements
e Secured and unsecured loan options
o Higher loan-to-value ratio on secured loans than traditional loan products
e Longer repayment terms for lower monthly payments
e Hire a contractor or do the work yourself
e No prepayment penalty

REHABILITATION LOAN/EMERGENCY AND ACCESSIBILITY LOAN PROGRAM

The Rehabilitation Loan/Emergency and Accessibility Loan Programs assist low income
homeowners in financing basic home improvements that directly affect the safety, habitability,
energy efficiency or accessibility of their homes. The Emergency and Accessibility Loan
Program is available for home improvements addressing emergency conditions of the home or
accessibility needs for a disabled household resident, subject to prior approval by Minnesota
Housing.

MULTIFAMILY FINANCING

Minnesota Housing is active across the entire affordable rental housing continuum, from
working to prevent and end homelessness to serving low- and moderate-income rental
households. They offer an array of competitive financing options for private and nonprofit
developers and multifamily building owners throughout the state. Financing programs include
FHA/HUD Section 223(f); FHA/HUD Section 221(d)(4); Low and Moderate Income Rental
Program (LMIR) and Flexible Financing Capital Costs (FFCC) Program; HUD Risk-share
Streamlined Refinance; Low-Income Housing Tax Credit Program (LIHTC); Housing
Infrastructure Bonds (HIB); Economic Development and Housing Challenge Program; Home
Investment Partnerships (HOME) Program; Preservation Affordable Rental Investment Fund
(PARIF); Publicly Owned Housing Program (POHP); Rental Rehabilitation Deferred Loan Pilot
Program (RRDL); National Housing Trust Fund (NHTF) Program; Workforce Housing
Development Program; and Family Homeless Prevention and Assistance Program. See the
Minnesota Housing website for a description of these programs.

Minnesota Housing Finance Agency

400 Sibley Street, Suite 300 — Park Square Court Building
Saint Paul, MN 55101-1998

651-296-7608

www.mnhousing.gov

mn.housing@state.mn.us
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Minnesota Department of Employment and Economic Development (DEED)
SMALL CITIES DEVELOPMENT PROGRAM

DEED administers the Minnesota Small Cities Development Program in the state. The Small
Cities Development Program helps cities and counties with funding for housing, infrastructure
and commercial rehabilitation projects that benefit people of low and moderate incomes.

Projects must meet one of three objectives:

e Benefit people of low and moderate incomes
e Eliminate slum and blight conditions
e Eliminate an urgent threat to public health or safety

In addition, need impact and cost effectiveness must be documented and the general public
must be involved in the application process.

Cities with fewer than 50,000 residents and counties with fewer than 200,000 residents are
eligible.

Eligible Projects
State program rules subdivide grant funds into three general categories:

1) Housing Grants - Funds are granted to local units of government, which, in turn, lend funds
for the purpose of rehabilitating local housing stock. Loans may be used for owner-occupied,
rental, single-family or multiple-family housing rehabilitation. Loan agreements may allow for
deferred payments or immediate monthly payments. Interest rates may vary, and loan
repayments are retained by grantees for the purpose of making additional rehabilitation loans.
SCDP funds may also be used to assist new housing construction projects. Funds may also be
used for land acquisition, site improvements and infrastructure and housing construction. In all
cases, housing funds must benefit low- and moderate-income persons.

2) Public Facility Grants - Funds are granted for wastewater treatment projects, including
collection systems and treatment plants; freshwater projects, including wells, water towers,
and distribution systems; storm sewer projects; flood control projects; and, street projects.

3) Comprehensive Grants - Comprehensive projects frequently include housing and public
facility activities described above. In addition, comprehensive projects may include an
economic development activity, which consists of loans from the grant recipient to businesses
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for building renovation/construction, purchase of equipment, or working capital. The most
common economic development activity is rehabilitation of local commercial districts.

REDEVELOPMENT GRANT PROGRAM

The Redevelopment Grant Program helps communities with the costs of redeveloping blighted
industrial, residential, or commercial sites and putting land back into productive use.

Grants pay up to half of redevelopment costs for a qualifying site, with a 50-percent local
match. Eligible applicants are cities, counties, port authorities, housing and redevelopment
authorities, and economic development authorities.

Grants can pay for land acquisition, demolition, infrastructure improvements, soil stabilization
when in-fill is required, ponding or other environmental infrastructure and adaptive reuse of
buildings, including remedial activities at sites where a subsequent redevelopment will occur.

At least half of the grant money will be awarded to sites located outside of the seven-county
Twin Cities metropolitan area, given that a sufficient number of eligible applications are
received from outstate applicants.

Department of Employment and Economic Development
15t National Bank Building

332 Minnesota Street, Suite E-200

Saint Paul, MN 55101-1351
www.positivelyminnesota.com

651-259-7114

Midwest Minnesota Community Development Corporation

MMCDC is committed to creating housing solutions for first-time homebuyers and others in
rural Minnesota, so they can purchase affordable new homes that are attractive and well-built.
These homes feature several designs tailored to satisfy the needs of families and individuals
interested in homeownership.

By partnering with the Northwest Minnesota Housing Cooperative, a construction company
owned by local contractors and material suppliers, MMCDC is able to:

e Build quality homes
e Bring affordable housing to rural communities
e Provide year-round work for local cooperative members
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MMCDC (in combination with the Northwest Minnesota Housing Cooperative and the
Partnership to Supply Affordable Housing) also develops and manages rental properties that
accommodate a variety of demands, from low-income and handicapped individuals, to senior
citizens in need of assisted living. In addition, MMCDC rehabilitates existing buildings to
preserve affordable rental housing.

MMCDC

119 Graystone Plaza, Suite 100
Detroit Lakes, Minnesota 56501
1-218-847-3191 | Fax 1-218-844-6345
info@mmcdc.com

Northwest Minnesota Housing Cooperative (NMHC)
NMHC was created in 1998 through a joint effort between USDA - Rural Development and
Midwest Minnesota Community Development Corporation.

They were created to replicate successful affordable housing projects throughout NW
Minnesota with the ultimate goal that the template they created can be used throughout the
United States.

To Date NMHC has:

e Built 150 homes since origin (1998)

e Invested $22.5 million in Northwest Minnesota
e 71 of 150 have been 1st time home buyers

e 64 coop members

Northwest Minnesota Housing Cooperative
Jeff Fagerstrom, Construction Manager
218-681-2340

jeff@nmhchomes.com

www.hmhchomes.com

Northwest Minnesota Multi-County Housing & Redevelopment Authority
After much effort and persistence by Bill Seeger, the HRA was organized in September 1972.
The area of operation included the counties of Kittson, Polk, Marshall, Pennington, and Red
Lake. In September of 1973, Roseau County was added making up the present six county area
of Northwestern Minnesota. In addition, we contracted with various counties to operate
housing programs on their behalf.
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On August 29, 1975, the HRA began with a program called Section 8 Existing Housing Rental
Assistance. This program made assistance available to elderly and low-income families who live
in existing standard approved rented houses or apartments. Very often these are the homes
that they already occupy. We now operate over 750 units for rent assistance to low-income
families in our seven-county area.

In 1979 and 1980, HUD authorized the HRA to construct Public Housing units. The HRA
constructed 24 scattered site three-bedroom homes and 50 units of one-bedroom elderly
apartments located in Fertile, Fisher, & Climax.

In 1982, approval was received for 44 additional elderly units sited in Badger, Fosston, and
Middle River. The Public Housing project differs from the Section 8 program in that the HRA
actually owns the project units as opposed to private ownership. Presently the HRA owns and
operates 118 Public Housing units.

The HRA also has been very active with pursuing and operating Minnesota Housing Finance
Agency funds. The HRA uses MHFA funds to do numerous rental and homeowner grant
programs. They also utilize the Community Revitalization Fund program where private and
public investors team with MHFA to assist with down payment to prospective homeowners.

In 1996, the HRA established a 501C4 Community Organization Development Organization to
assist area residents with homeownership and create new housing opportunities for our
citizens. Also, in 1997 the HRA organized a management company by creating a 501C3 for that
specific purpose. The company was organized to manage the affordable rental units that were
funded by essential function bonds. Summerfield Apartments, as they are called today, are
located in 17 communities. Greater Minnesota Management Company manages the
Summerfield properties and many others (over 600 units) in the region.

The HRA continues to work with cities and counties to assist with their economic and
community development needs.

NW MN Multi-County HRA
PO Box 128

Mentor, MN 56736
218-637-2433
www.nwmnhra.org
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Subsidized Housing Programs
There are four major subsidized housing programs in Minnesota: Section 8 Vouchers, Project
Based Section 8, Public Housing, and Section 42.

e Section 8 Vouchers: Government issued rent vouchers that the renter uses in the private
market.

e Project Based Section 8: Privately owned rent-based-on-income facilities where the
subsidy is connected to the building

e Public Housing: Government owned rent-based-on-income housing facilities

e Section 42 Tax Credit: Privately owned rent-based-on-income facilities that use tax
incentives to keep rents low

Section 8 Vouchers

The housing choice voucher program is the federal government's major program for assisting
very low-income families, the elderly, and the disabled to afford decent, safe, and sanitary
housing in the private market. Since housing assistance is provided on behalf of a family or an
individual, participants can find their own housing, including single-family homes, townhouses
and apartments.

One of the program’s challenges is the length of time it takes to apply for, and be awarded, a
Section 8 voucher. The wait can be as long as five or six years. Although the Department of
Housing and Urban Development (HUD) funds the Section 8 program, it is administered by local
housing authorities or other affiliated organizations. The Northwest Minnesota Multi-County
Housing and Redevelopment Authority, located in Mentor, is the PHA for the community of
Fosston. PHAs receive federal funds from the U.S. Department of Housing and Urban
Development (HUD) to administer the voucher program.

Renters need to contact the housing authority to get on a Section 8 Voucher waiting list (should
one of the waiting lists be open). Waiting lists for vouchers are often long or closed. Once
awarded a voucher, the participant is free to choose any housing that meets the requirements
of the program and is not limited to units located in subsidized housing projects.

A family that is issued a housing voucher is responsible for finding a suitable housing unit of the
family's choice where the owner agrees to rent under the program. This unit may include the
family's present residence. Rental units must meet minimum standards of health and safety, as
determined by the PHA.

A housing subsidy is paid to the landlord directly by the PHA on behalf of the participating
family. The family then pays the difference between the actual rent charged by the landlord
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and the amount subsidized by the program. Under certain circumstances, if authorized by the
PHA, a family may use its voucher to purchase a modest home.

Eligibility for a housing voucher is determined by the PHA based on the total annual gross
income and family size and is limited to US citizens and specified categories of non-citizens who
have eligible immigration status. In general, the family's income may not exceed 50% of the

median income for the county or metropolitan area in which the family chooses to live. By law,

a PHA must provide 75 percent of its voucher to applicants whose incomes do not exceed 30

percent of the area median income. Median income levels are published by HUD and vary by

location.

Project-Based Section 8

Project Based Section 8 housing is a government-funded program that provides rental housing
to low-income households in privately owned and managed rental units. The subsidy stays with
the building; when a tenant moves out, they no longer have the rental assistance. Most units
rental cost will be 30% of household adjusted gross income. There may be a variety of housing
types available through this program including single-family homes, townhomes, or
apartments.

To receive the subsidy, the tenant must apply to each individual property that participates in
the program. Some units may be reserved for households that are elderly or disabled. Often
times tenants must apply for a waiting list that may be several months long. Once selected from
the waiting list, a prospective tenant may be offered a unit; however, there may be a limited
number of available units to choose from.

Public Housing Program

Public Housing is a government-funded program that provides rental housing to low-income
households. Renters in Public Housing units pay 30% of their income for rent while some units
may have a low fixed rent amount. Some of the buildings are older and more basic. This subsidy
generally stays with the building; when a tenant moves out, they no longer have the rental
assistance. (Example of rent at 30% of income: Household with one full-time worker at
$7.25/hour might pay $348 per month.)

To participate in the program, a prospective tenant must apply at a housing authority for a unit
based on the bedroom size needed to accommodate the number of members in the household.
Some units are reserved only for households that are elderly or disabled. The waiting list may
be long, and it may take several months to get to the top of the list. Once selected from the
waiting list a prospective tenant may be offered a small selection of units to choose from as
there may be a limited number of available units.
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Tax Credit Program

The tax credit program, also known as the "federal low-income housing tax credit program" or
simply LIHTC, is a popular affordable housing program that has been around since 1987. Unlike
most housing programs that are administered by HUD, the tax credit program is administered
by the IRS, in coordination with state housing finance agencies across the country. Landlords
who participate in the program get to claim tax credits for 10 years for their tax credit
properties in return for renting at least some of their apartments to low-income tenants at a
restricted rent. Typically, tax credit properties serve tenants who are at or below 60% of
median family income.

2020 Housing Study . S
FOSSTON



Fosston Housing Study | 2020

Best Practices from Other Communities

A review of best housing practices from other communities can be informative and provide
insight as to what a municipality might do to address its own housing opportunities and
challenges. This list is by no means exhaustive, but these community best practices have been
included in this study because they are seen to be ones that might merit consideration in the
City of Fosston.

Community Land Trusts
(From Detroit Lakes Tribune, October 16, 2019)

Housing costs are rising faster than the median income in Detroit Lakes, according to a 2018
city housing study, and a program that uses a one-time subsidy to keep a home affordable --
over a long period of time, for multiple buyers -- could help.

Community land trusts are successful in Duluth, Rochester and the Twin Cities, and the program
is now being explored as an option for cities like Detroit Lakes, Fergus Falls and Alexandria --
cities that have expensive and appreciating housing markets.

“The community land trust model sounds complicated, but it’s not, once you understand it,”
said Kelli Minnerath, director of development and operations for West Central Minnesota
Communities Action in Elbow Lake.

The program gets started by raising a local pool of money from cities, counties or businesses,
which shows local support and can bring in a much larger pool of state and federal grant
funding. Those local partnerships are vital to the success of the program, she said.

The combined pool of local, state and federal money is used to help low and middle-income
people buy homes that they otherwise would not be able to afford.

The community land trust program envisioned by WCMCA will create affordable owner-
occupied homes that will be offered to households with incomes below 80% of local county
median income, Minnerath said. It will be operated as a new program under WCMCA’s current
corporate structure and governed by its board of directors.

How it works

Here’s how it might work, according to Minnerath: An eligible buyer finds a house for $200,000.
The buyer puts in $160,000, and a cash subsidy from the pool covers the remaining $40,000.
The buyer sells the house, perhaps five years later, for $210,000, and gets back the original
$160,000, plus a percentage of the equity, say 25%.
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So, the house sells to the next buyer for $162,500.

“They get everything back they put into it,” she said. “They get their purchase price and
improvements back for sure,” if the (housing) market stays steady.

“We sell homes to eligible buyers at a lower rate -- in exchange we maintain ownership of the
land,” Minnerath said. “The buyer owns the house and has a mortgage like any other
mortgage.”

That’s how a one-time subsidy can help multiple buyers over many years, by keeping the
purchase price lower for all of them.

In fact, if the homeowner equity is capped at 25% (the exact percentage hasn’t been decided
yet) the affordability of the home will actually increase over time, according to a study by the
Minnesota Housing Finance Agency.

Long lease, but seven-year average turnover

The buyer gets a 99-year lease on the land, renewable one time and inheritable, so the house
could theoretically stay in the family for 198 years, she said.

But the average length of ownership for a community land trust home is about seven years.
“This is usually a steppingstone” to a regular mortgage for an unsubsidized house, Minnerath
said.

“It sounds too good to be true, but people (in the program) have way lower foreclosure rates,”
she added.

It helps that community land trusts don't just facilitate the mortgage and check out: they stay
engaged and play an ongoing role in helping participants be successful homeowners.

The biggest pitfall in launching a community land trust is finding partners to provide initial start-
up money to get it started. Land trusts are also designed for growing housing markets, not for
long-term stagnant markets, in dying towns, for example. Also, solid organization needs to run
the program, to keep the homes up to property and home ownership standards.

There are some 200 homes in a community land trust in Duluth, and similar programs are also
successful in Rochester and the Twin Cities metro area, according to the Detroit Lakes housing
study, as well as Fischer and Minnerath.

The concept has been around for decades and is now in use in over 300 communities around
the country, Minnerath said.
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The long ground lease gives the homeowner an exclusive, durable, enforceable right to occupy
and use the land, along with most of the rights and responsibilities of traditional homeowners.

At the same time, the lease has specific requirements regarding the homeowner’s use of the
property while they own their home, and limits the resale price of the home, should the
homeowner ever decide to sell.

West Central Minnesota Communities Action has been working with the Minnesota Housing
Partnership to pay for a consultant, Michael Brown, who has 30-some years of experience in
community land trusts, who will travel around the region and meet with local officials who are
interested in the idea. A meeting is set for Detroit Lakes Oct. 23, said Becker County Economic
Development Coordinator Guy Fischer.

As opposed to renting, home ownership through a land trust helps participants build wealth,
since they get a percentage of the home equity, Fischer said. It can also create community
stability and employment stability for companies looking for long-term workers, he said.

“It’s just an important potential tool for our area,” Fischer said. “We have to figure out how to
tap intoit.”

To start with, the new land trust will focus on suitable west-central Minnesota communities like
Detroit Lakes, Alexandria, Glenwood and Fergus Falls, Minnerath said. It will be able to expand
into other communities as needed.

Minnerath expects the program to complete and sell its first seven homes next year and
continuing to expand from there — with a goal of at least 46 permanently affordable homes in
five years, by the end of 2024.

Grow Perham

Grow Perham began in 2007, when a group of Perham business owners and corporate
executives got together to talk about housing. Each had a desire to grow their businesses by
hiring more workers and expanding their reach, but a lack of available housing in and near
Perham held them back.

The problem was theirs, and they would benefit from any resolution to the problem. They
quickly recognized their own self-interest and saw the potential to be part of the solution.

David Schornack, director of sales and business development for Arvig Enterprises, challenged
those at the table to put their money where their mouth was. He said he was in for $10,000,
how about you? He went around the table and around the room, and every executive present

2020 Housing Study -
FOSSTON



Fosston Housing Study | 2020

agreed to commit the same. They raised $600,000 in one fell swoop that day, enough to get
serious about investing in new multifamily apartments in Perham.

The group called themselves “Grow Perham.” They started small, opening just one 14-unit
apartment complex in 2008, investing $297,000 of their own capital in the $1.02 million
development. The apartment complex had two 1-bedroom units, eight 2-bedroom units, and
four 3-bedroom units, all of which had garages. Within three months, the apartment complex
was fully rented.

They didn’t stop there. They opened their second 14-unit building in 2009. Their third in 2011.
All told, they’ve constructed ten separate apartment buildings across Perham, adding 156
apartments to the community. Together over 220 residents call these apartments home.

Grow Perham found that many of the apartments appealed to teachers, professionals, as well
as seniors, resulting in a rental mix they hadn’t anticipated.

They found that 1-bedroom apartments were the most sought after size. They had produced 24
efficiencies in 2015 but those turned out to be harder to rent, as people reported they wanted
more room than efficiencies offered.

The apartments are available at market rate; these are not built with state subsidy and do not
have income restrictions. The partners found that the people living in the apartments are by
and large new to Perham; they weren’t living in Perham before. Prior to their moves they had
been facing long commutes or had recently taken new jobs in Perham.

Grow Grafton

Grow Grafton is a housing initiative established by the City of Grafton to encourage new
construction within the community. The program is managed by the city’s Economic
Development Office and provides cash grants, tax abatements, and other incentives to those
taking part in the program. Initially, the idea was to help reduce the risk and the cost of building
a new home, recognizing that the cost of constructing a home far outweighed its finished value.

The purpose of the Grow Grafton program is exactly what the name implies—to nurture and
develop Grafton’s growing reputation as an outstanding place to live and do business. Funding
for Grow Grafton was provided initially through a $500,000 contribution from Marvin Windows
and Doors. The City of Grafton supplemented those initial funds with an additional $300,000.
Thirty-three new homes have been constructed since the program began in 2005, with several
additional homes in the process of being developed.
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The Grow Grafton program applies to any vacant lot that has been approved for residential
construction within the city limits. This includes private and city-owned properties. Cash grants
of $20,000 are given to homeowners once a certificate of occupancy has been issued. The city
also incentivizes people who move a home into town by providing a $10,000 cash grant.

As an added bonus, city-owned lots may be purchased at a cost of one dollar from the Grafton
Economic Development Office. These lots are located in the Lessard Addition on the southwest
side of the city. Valued at approximately $20,000 each, many of these lots are already
developed (water, sewer and paved streets).

Luverne, Minnesota

Luverne, MN offers a housing incentive program. The newly revised incentive program covers
more than 50 lots and five subdivisions, offering up to $20,000 in incentives, financing, and
residential lots for buyers to choose from, ranging in price from $5,000 to $45,000.

Successful applicants to the program are given a credit of $2,500 per person in the approved
household. A person qualifies as a household resident if the individual is a resident in an
applicant’s household and qualifies as a dependent on the applicant’s Federal Tax Return. For
example, if a family of four was to purchase a lot, apply for a grant, complete construction, and
have a certificate of occupancy, the family is eligible for a $10,000 grant from the Luverne EDA.
The maximum grant award per household is $12,000.

Woodbury Home Improvement Fund

The City of Woodbury, in partnership with the Greater Metropolitan Housing Corporation
(GMHC), has made low-interest home improvement loans available to remove blight,
encourage home renovation, and increase home values in the City of Woodbury. Current
available dollars for loans are based upon the fund balance for any given period. Loan amounts
are from $2,000-525,000. Interest rate is fixed at 3% and the monthly payment is also fixed.
Maximum loan term is 15 years. The loan is due upon sale, transfer of title, refinance or if the
property ceases to be owner-occupied.
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Housing Stakeholder Survey

General Questions
1. Looking forward over the next 10 years, what do you see as the biggest housing needs?

e | would say that larger, homes for 1-4 people. Many homes in town are too small for
supporting a family.

e We do alot in Fosston—commercial rehab, manufactured homes, affordable
housing. Every place needs affordable housing and some single-family homes. Not
too many new homes have been built over the last 15 years. If there are lots
available, are they affordable? Do people want to build in the areas where those lots
are? How about aging in place housing? We are working with a possible project
expanding the Bethany Homes.

e |really see the multifamily as a need. Our single-family housing market is pretty
strong.

e Current housing seems to be turning over, but I'd like to see more single-family
housing in the Aspens addition. I'd like to see more twin homes, 3-plexes or smaller
apartment buildings if managed properly.

e [|'d see an increase in housing is needed. We have growing employers—MDV, Erskine
Manufacturing, and the school. I’d say it’s going to be growing. | would estimate that
we would need 10-15% more in the next 10 years.

e Multifamily seems to be the trend. Gen Y and Gen Z prefer that. The younger
generations are delaying housing purchases, increasing the demand for rental
housing. | think they’ll eventually want houses, but they won’t be ready for them
until later in life. My kids lived in apartments for a while but eventually got into
homes.

e Occupancy is high, but prospects want larger apartments. There are 12 units at the
cottages and there are only 2 1BRs and 8 2BRs and 2 3BRs. There is one available
unit there, a 2BR but there is a prospect for that 2BR. The one available has been on
the market since April (now September 19, 2019). Rent on that one is $803 with
heat included. If we had more 3BRs we would probably rent them up. We have
found 2BRs to be popular. They come with 2 full bathrooms.

2. Inyour opinion, does Fosston need more homes for sale, more rental housing, or both?

e There’s quite a bit for sale right now, so I'd say we need more for rent. | don’t think
anybody has trouble filling rentals as far as | know. The housing that is for sale
doesn’t suit younger buyers wanting a bigger home or more bedrooms.

e | think there are quite a few rentals that are OK. Some are marginal still that didn’t
participate in the rehab. Fosston, our duplexes and one-bedroom units have stayed
full. We have a waiting list on those (Evergreen). SummerField Fosston market rate
is pretty full, too. It’s been pretty consistent. We don’t really see vacancies.
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e We need more rental housing for sure. | see the rental housing as so much more
here. People call and they want to rent right away. | feel like the homes for sale are
just kind of replacing themselves. | would put stronger emphasis on rental.

e More of both rental and homes for sale are needed. | think we’ve got quite a few
rentals. We’ve got the apartment buildings, but part of the thing is with the houses
for rent is that the owners want to keep them full, and when they want to keep
them full, they’ll take anything. There needs to be better screening, but you can’t do
that either, because you can’t discriminate.

e We need both. The number of homes we have for sale is not giving people a good
choice. The ones that are about $120K go really fast. | was really hoping we could
get some spec houses built for less money. | was a little discouraged that affordable
housing is now $190-260 (MMCDC). We tried to sell the spec house for $165 but we
couldn’t sell it.

e More homes for sale and | think they could use more apartments as well. | don’t
think a huge amount, but 10 apartments as opposed to 36. Some of those
apartments are pretty old. It’s not about the number. If you took the oldest stock
and they were new, it would probably be OK. Some is too old and should be
replaced with newer stock.

3. Do you think there is a need for condos or townhomes in Fosston?

e Yes, there would be a market for that for seniors—more geared to retirement.
Either one (condos or townhomes) would be fine. The ones that go south would
maybe sell their house and go with that. | think there’d be a certain amount that
would want to stay in a home but don’t want the maintenance.

e Seems like the market changes with baby boomers going south who don’t need a
whole, single-family home. For people going south in the winter, a condo might be
attractive. There’s getting to be more and more of those people all the time.

e Yes, | think townhomes is a very big need. It would fit the older people coming in off
the farm, coming into town. Yard is mowed. Somebody to call if they have a furnace
issue. Low maintenance.

e Yes. | love condos and townhomes. | think there would be a market for that. The
problem is that you can’t build them cheap unless they’re junk. Condos and
townhomes should be nicer properties. They shouldn’t be the basics. An area in the
Aspens for the Townhomes. | prefer Townhomes to Condos. | thought it was
interesting that they could build single family homes cheaper than duplexes.
Duplexes probably work well when you have really expensive land, but our land is
relatively cheap. Condos can be nice. If you build a nice condo development, they
can be very attractive. It is easier to leave a condo. You have an association that
cares for things. You can come and go. Feeds to the Gen Y and Z and seniors who go
south for the winter. Once we get the trailer house row cleaned up, I'd like to try
micro-houses over there. We need the apartments, mobile homes, and where the
trailer row is, a micro-home row there. When | read the demographics of the Gen Z,
they are into that. That was a big thing in the 50’s. You go to north Moorhead. There

= 58

2020 Housing Study -
FOSSTON



Fosston Housing Study | 2020

are little tiny homes. | had a lot of friends that lived in those little tiny houses. They
built 100s of those in the 50's. | think that if we built an 800 square foot home, we
could do that for under 150.

We’ve never been asked for that in Fosston that | can recall, so I’'m going to say
maybe not. No. Nobody is going to buy those. | think they are unaffordable. The
older people are looking to go into assisted living. They all need assistance for living.
Condos are unaffordable for the population we’ve got. There might be a market, but
| haven’t heard it.

4. Does the community have enough housing for the disabled or people with special
needs?

I’m not sure. | would say that we don’t have enough. There’s not a lot of homes that
have wheelchair accessibility without being renovated.

There’s a possible project coming up at Bethany Homes that would help to fill that
niche. | think there’s always a need for disabled or special needs housing.

| hear about Cornerstone Residence having openings, but there could always be
more because of how much Fosston has for those people in the city limits, in terms
of services. Prime example is what Tyler is doing. | think he will be full right away.
Assisted living and Cornerstone have recently added facilities and services. | think
that’s a pretty good indication. | know Cornerstone has made a special area for
Alzheimer’s, a locked unit. | know some things have been changed for assisted living
over at the hospital.

The only thing | can think of is our assisted living. | talked to Al Potvin last night and
he said they have a waiting list on every single one of his properties right now. Based
on that, | think we are a little short, but I’'m not an expert in that area. Next time we
do a strategic plan update for FEDA we might need to look at assisted living or
handicap accessible housing.

| don’t think the community needs more. There are quite a few places that serve the
disabled unless you mean something for a specific demographic of people. Our
apartments are handicap accessible. We don’t offer services. Pretty much everything
is accessible. We don’t get contacted by many people who are looking for accessible
properties. The 55+ apartments are easy for people to get around. The bus picks
people up and drops them off. They can move over to the nursing home.

5. Does the community have enough/adequate housing for the elderly?

Yes, we have enough. There’s a lot of smaller homes on the market. If people
wanted to downsize there are quite a few options out there.

| think people are living longer and people want a place like the townhome or condo
setting. Moving in from the farm is hard and better housing might entice them.

No, | think townhomes could help for the elderly. 2 assisted living, one with waiting
list, one without. People have a preference.
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e | don’t know about that. | think Cornerstone Residence has some available, but there
is a big waiting list at Prairie Pines. There were three different parties looking last
week and they couldn’t get in.

e Looks like it is getting tight, but multifamily is more important right now. | think it is
tight in terms of choices for the elderly. We do have people apply. It isn’t common
that people are denied at the 55+ property for criminal record or anything like that.
There are some that apply that don’t income-qualify. | think there are people who
would like to live at the cottages, but their income doesn’t qualify. There might be
more demand for subsidized housing. We don’t take vouchers there, but people do
ask.

6. Does the community have enough/adequate housing for families with children?

e [|'d say that’s where we are short. 3-4 BR homes, if they hit the market, they have
good value and they are not on the market for long. That tells me we have more
need for those.

e [t's tough to find housing for bigger families with 8 or more kids. We’ve seen a few
like that that just don’t fit. When you have a big family, they need the space, but
often don’t have the income to pay for it.

e This is probably the segment with the most options. They can have the split level,
the two-story, etc. | feel like we have a good amount of that, but maybe apartments
with more bedrooms would be needed.

e That’s a good one. We've got housing. But the main issue is affordability. If they’re
both working, it helps. We’ve got people interested in houses like Dr. Beeson’s, but
people can’t afford it. If you have a working couple with a bunch of little kids, they
can’t afford childcare and/or can’t afford the house.

e | think we need more of the affordable housing that we are working on. What there
is, there are families that don’t qualify that are wanting housing, so they are living
other places. They have criminal backgrounds, so they don’t qualify for subsidized
housing. | know that is a problem. Polk County attracts that demographic. A lot of
them have children. There are dysfunctional families. That is a market that we don’t
serve. There are people who don’t qualify, they’ve been turned down for rental
housing, so they try to live in apartments with someone else. Where does somebody
go that is on a watch list as a sexual predator? We don’t want them anyway, but
they are there. | have a heart for the homeless. The single Moms are there with
children and sometimes it is very dysfunctional. We see less of that in Fosston. It is
very strong in Bemidji and Crookston. Three children with three different fathers.
There are criminals in the trailer court. If we did a background check, we would be
shocked, but we are not doing anything about that. It is easier to get into a trailer
court, if they have means, because they have their own home. The trailer park has a
lot of vacancies. The City of Fosston is going to move people from the straight line
into the circles and build something there. If they did own their own homes, it is a
place where there isn’t as deep a background check. We just got done working on
this lease. They can run a business out of their home, and they can have pets. They
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just have to be within zoning requirements. The trailer park is unsavory. The
manufacturing places will hire people that we can’t rent to, but they can find a home
at the trailer park. If it had a better reputation and was more attractive, maybe
people would come there. Criminal background check is the same for the trailer
park. Amount of rent determines requirements for background check and
application.

e Renting can be a good solution for families, depending on what they are moving to
town for. For a teacher, it is a great thing. Anyone with a career at the hospital or
the school is a good fit, but they won’t rent for long. They will purchase a home.
They are good for the elderly, singles, people who aren’t working. Most families
would prefer to have a home and it would serve them better. A moderately sized
home would be better for families with children. We do not have young children at
either of those two properties in Fosston. If you could build an apartment closer to
an existing, large park...the liability for an apartment with a small playground is too
great. An apartment built with playground equipment means a much higher liability
and related shared cost. If | was coming to town as a young professional with a
couple of children, if you had something over on the east end of Fosston, close to
the ball field and bike paths, it would be an attractive location. The hospital and
school are close there. That’s the location that might be attractive for families. That
little pond is beautiful. Put something close to there and you don’t need a
playground. | run the other way from playgrounds at apartments. You can’t put up
the same equipment that you would put in your back yard and then you have to pay
for the added insurance. Ball fields and a place to put your basketball hoop, ride
your bikes. If for families, it should be on the east end of town. NE of Fosston would
also be great for young families. Something I’'ve noticed about the handicapped
people...when | used to walk to work, many times when | went to work at about
7:00AM or 7:15AM the handicapped people are out. They are out enjoying walking
around. | noticed that for many years. | wish there was a place that celebrated the
handicapped people that was more central to the downtown. They, for the most
part, don’t drive or socialize. | think housing for young families is important. Our
apartments have never attracted families with young children. Houses are a better
choice for families for long-term housing. If for families, it is for the short term. That
would be a good thing to attract and grow Fosston. Good place to get started.

Housing Market
7. What features are people most often looking for when purchasing a home?

e |t depends on where you are at. We have a hard time finding homes that are
updated. They are old and you have to stick a lot of money into them. They are
structurally sound, but they are outdated. It costs $30-$40K to skin a house.

e Looking for a house that doesn’t need a lot of work or fixing for years. That is so
beneficial to young families starting out. Houses that are safe, no lead, no asbestos.
Some of the older houses have these type of hazards. We haven’t seen a lot of kids
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with high levels of lead. Have not seen it recently. We used to get referrals from the
County nurse but have not had any recently.

e | have had people come in and talk to me. They want slab on grade, laundry on main
floor. They want a one-level home. | had someone come in and tell me—Fosston
needs more, that in between home before people need assisted living.

e Major thing is availability of medical facilities, dental, etc. What is your school
system? Three BR, 2BA, double garage. Most of them want space. If they’ve got kids,
they want a living and a family room. Major needs are 3BR, 2BA and double garage.

e [|'d have to say affordability. That limits our community. | wish the average person
can afford a $250K home, but that’s not the way it is.

8. What is the average price of the houses that are selling?
e Price depends on many factors. Older homes are selling cheap. The newer homes,
the value on them is pretty good.
e | would say, $65,000-$140,00.
e | would guess it to be about $150,000. There are a few higher end homes selling.

9. What is the average age of the houses that are selling?
e They'd have to be 40-50 years plus—that’s the inventory we’ve got.
e [t's all over the place. There are so many homes from the 80’s and 60’s.
e Oh my. 50—Most of them are at least 10 years or older. Anything newer than that
and they are unaffordable.
e Probably 50 years old—that’s my guess.

10. What is the average size of the home that are selling?
e |In demand—I suppose the size would be 2,000 square feet or 2,500 square feet plus.
e Minimum would be 1200 square feet, but up to 2,000. Total average would be 1500-
1600 plus basement if there is one.
e Main floor square footage, probably 1,200. We’ve got a lot of smaller homes in this
community. Almost all our houses have basements. Whole house, 1,400 square feet.

11. What is the average condition of the houses that are selling?

e Alittle below average is the average condition. There is a glut of $50,000-60,000
homes for sale. They need a lot of work.

e [fits’ older, people have not updated. The condition may be good, but the house is
“dated.” That makes it harder to sell. Needs rugs, carpets, etc. The people who
bought “xxxx” says it was outdated. Not a lot of homes for sale that are updated.

e | think they’re pretty good, but probably not great. The ones in good condition go
right away at $120,000.

12. What is not selling? Age, condition, price, size?

2020 Housing Study -
FOSSTON



Fosston Housing Study | 2020

Those little cookie cutter homes downtown here. There are so many of these tiny 1
or 2 BR homes. They are selling for little or nothing. What I’'m seeing—those small
homes, make a perfect rental if renovated. Taxes and insurance are cheaper. You
could get a better return on them if rented. Could make a glorified apartment out of
them and rent in a hurry.

Stuff over 50 years old, without bedrooms on main floor.

The high end and the ones in bad condition. The high-end ones sell eventually, and
they usually compromise on the price. When I’'m talking high end, | am talking
$300,000+. The ones in bad shape usually get bought by the “fixer-upper” landlords
who fix them up just enough to rent them out.

13. How easy is it for people to get financing to purchase or build a home in Fosston?

It's quite easy. There’s a lot of products out there. You have your conventional loans,
secondary market loans with 3-5% down payment. If you meet guidelines, you can
do 100% through USDA. If you are limited on income, there are options/opportunity
out there as long as you have good credit.

Seems like they are able to get financing. There are enough banks around, first time
home buyers and down payment assistance. | don’t know how many are being
turned down due to lack of financing. We got a grant, family self-sufficiency
program, to help families get back on their feet that have had financial difficulty.

| don’t hear too much about the financing side. More on the renting side, that they
can’t afford to buy or build, so they are renting.

Financing has been easy if people have good credit. If they don’t have good credit,
they won’t be able to get financing anywhere.

| would say, unless credit is really bad, it’s pretty easy. We do a lot of financing for
people who don’t have the best credit. We work with farmers, people and
businesspeople who are probably a tier lower than other banks. Our rate structure is
a little higher, but we are really good at serving people. It is easy to be a bank that
just takes the good ones. If you are willing to take a little bit higher risk, that is the
sweet spot for profitability. Those customers are also loyal.

14. How do you see size requirements changing over the next 10 years?

Larger—people want bigger homes. People want space.

I’'m not so sure that houses will get bigger, but there is more demand for storage
and outbuildings. A lot of people don’t think there is enough storage in a house,
especially with a one stall garage.

We were just in Newfolden and they are building a tiny home. There’s a whole group
of people who are into that. That could be promoted on some of those small lots
that are sitting idle. | don’t know how many small lots there are now in Fosston.
They will get smaller because people are having smaller families and not as
interested in the McMansions that the baby boomers were interested in.
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e | don’t know that | see the size changing much. You always have the people that
want big, nice homes. Overall, | feel like when homes first got built in Fosston, it
started small, then it got bigger, now coming back down a bit.

15. Do you see any barriers to building a home in Fosston? Cost? Financing? Lot availability?

e Cost is prohibitive for many. Can you afford to build? For a pretty nice house, you
can’t do much under $300,000.

e | think Fosston has so much for utilities. They carry everything. That is a plus. But
when | moved out of town, my utility dropped like crazy. | think what Fosston has
available—water sewer gas and everything—is a pretty big deal for Fosston. People
who build on the outside of the city limits have more toys, need more space.

e No—Ido not see barriers. We have lots. We have Build Fosston. Prime example,
Bergeson’s came, first looking at Aspens, we helped her find a lot.

e Costis the biggest factor. If they have decent jobs, they can get financing. Lots of
financing available and finding a place to put it. Lots are very limited. That is the
other issue. Lot prices might be a little high in the Aspens and Fairlawn.

e | don’t see any barriers, other than the contractor. If they can find a contractor that
they are happy with, there are no barriers. We have the Build Fosston program. Etc.
Contractors are in short supply and the costs are way up. We are paying way more
and getting less.

16. Does Fosston need some type of incentive program to encourage people to build a
home in Fosston? What type of incentive?

e | thinkitis a preference issue. Many people want a little bit of privacy. Well and
sewer in the country costs money. It is more of a preference. | suppose that if you
gave bigger rebates, that would be a preference, but if someone wants to be in the
country, they’ll stay there.

e | don’t know. Depends how much they put onto the lot for assessments (Aspens). If
you could buy a farmyard for not a lot and you buy a city lot for 2-3 times the price,
what do you do? When businesses are looking at TIF, why can’t they do TIF for
homes. Or could the city do it on their own without having to go through the TIF, a
formula going through the City without going through anyone’s taxes. Businesses
can get a break for quite a few years, could that also be given to a homeowner?

e | think Build Fosston is working, but if we could ramp it up a bit, there is room to
improve that. It is helping a little bit, but | don’t know that it is changing any minds.
If we could help push someone over to make the decision that is on the edge.

e That depends on location and size of lot. There are always incentives that can be
worked around if you can find stuff that fits the category. The new one that came in
on Granum, they had to buy 25 feet from an adjoining owner, or it wouldn’t have
worked. Fortunate that the adjoining owner had the ability to sell the 25 feet.
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Probably an enhanced Build Fosston program, better funded. The gap financing.
Low-cost gap financing to minimize down payments and a bigger, better, Build
Fosston program.

17. Are people building homes in the Fosston Market area? How many, and what is the
value of the home being built?

They are being built. The value is anywhere from $250-5350K on most of them

| feel like the values are $200-300,000 range or even more. There are more
expensive homes outside of town.

We learned about that at the meeting with Natalie and Julia—the homes being built
in the Aspens are in the $250,000-range. There are more expensive homes being
built out of town. That is where your higher income people are going. They don’t
want to build in town. Some people like the rural life. They like the lakes. If you have
money, why not live on a lake?

18. Are there enough buildable lots in the community?

I think we have enough lots for now. They’ve got the ability to expand at the Aspens.
There are two that are privately owned right behind Evergreen Apartments.
Someone is just sitting on them. They were in Louise Manecke’s name at one time.
Whoever has them now has not done anything with them.

Yes. The land is there, but we don’t have the infrastructure there. We need to get
the infrastructure in place.

We could use more.

19. Should the city or a private developer develop more lots?

I think the City needs to have partnership in developing, but | don’t think the City
should take on undue risk building spec homes or anything like that.

I think it has to be city driven. The private developer record with Fairlawn has been
difficult. The city must drive that whole process. We must lead the charge.

Are the landowners willing to give up some land? | don’t know if private developers
will build out some lots. Unless they are convinced of the demand, like in TRF, | don’t
think a private developer would do it. If the City could do it, in conjunction with the
HRA? We tried developing those homes—those three that we have right now, one in
Crookston, RLF, and one in Warren. None have sold so far. Even for a nonprofit to
stick their neck out and invest in it, it may not be profitable at all.

Rental Market
20. If someone is renting housing, are they looking for a house or apartment?

| would say a house more than an apartment. Privacy issues, maybe a little more
space. Green space in the yard.

It all depends. We have both. 3BR homes, 1BR apt, and duplexes. | think it depends.
In Fosston, the housing we have is all filled. There’s not a lot of people renting who
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go into home ownership. Rental assistance program could be put into home
ownership. Not many people are under that right now. It is through Section 8. It has
not been successful. People were trying to collect rent assistance as ownership
assistance. It has not been successful.

e Most people would like to rent a house if it is affordable, but they end up in
apartments because there’s not many good houses for rent.

e Families look for a home, that’s better for children.

21. How many square feet are people looking for? At what price? Number of bedrooms?

e | would say 2BRs for sure.

e They like our 3BRs and our houses. They have full basements and garages. We don’t
talk about square feet. Not many are looking for 3BR. The 2BR is a good size. It
depends if it is market rate or affordable. Market rate—2BR. Affordable—it goes all
by number of people and income, they just take what they qualify for.

e | would say, it used to be 3BR, 2Bath, now people are more open to 2BR and a single
bath whether it be an apartment or a house. We could downsize to make it more
affordable. | would say $600-$800. You can’t build for that—that’s the problem. The
young people | know want a 4-wheel drive vehicle, a four-wheeler, sometimes a
snowmobile. They prioritize those things, that’s why they are looking for lower cost
housing. That was the big problem up north when they tried to build apartments in
Roseau and Warroad, they didn’t want to pay $1,200-1,400/month. They would
settle for cheaper housing and keeping their toys. Travel is another big thing. We
know people who will spend money on adventure rather than on their home.

e More bedrooms. Even most single, seniors want a 2BR. They need a place for their
things. They have more things than they had years ago. Attached garages are a
desired amenity. They want their independence, or they would be in assisted living.
The community room is very popular. Attached garages would be much better for
them. We could use more senior apartments, a modest amount. They don’t want a
home. They don’t want to mow the lawn. I'll tell you another thing | haven’t talked
about. We do get calls for efficiency apartments, but we’ve never had any.
Hypothetical—someone with a job, alone, no family. All he needs is a kitchenette,
but he has a huge truck. He has no desire for a big home. There have been some
handicapped women who have asked for an efficiency apartment, but it is mostly
working men. Guess—we could probably use four efficiency apartments. These are
traveling for the most part. | don’t think Fosston needs two-story apartments. There
are so many people who can’t go up steps. Elevators are terribly expensive.

22. For property owners/managers — what is your current vacancy rate?
e Vacancy rates are very low—under 5 percent.
e Zero vacancies. Evergreen, Fosston duplexes both at zero percent vacancy.
e Has this rate increased or decreased over the last five-ten years? 95 percent
occupied for most of the time. Two 1BR apartments are unoccupied. Thereis a
waiting list for 2BRs. Vacancy was higher a few years ago. | thought the unsavory
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residents we had a few years ago may have had something to do with the vacancies
we had a few years ago. It is amazing what one bad resident can do.

23. For property owners/managers — What vacancy rate do you anticipate in ten years?

e Fosston has been strong, and housing has stayed full. The interest rate on mortgages
impacts that, too. If people can afford interest and buy a house, renters will look at
buying, but that trend can change overnight.

e It's going to stay low. I’'m an optimistic person. The Ag economy will come back. That
will be a major thing for Fosston when that happens. Interest rates will stay low. If
we have a recession it will be mild. The aging population...it will stay low. Growth in
jobs and employers.

e | think it is going to remain steady. | prefer the model of building less than what is
needed and build it in phases as demand grows. You attract new people. If they have
jobs but no place to live, they may go somewhere else. We could slowly grow the
number of rental units, maybe 8-10 per year.

24. Is there a gap between what is currently available and what people are requesting?

e | don’t see any issue. For the 26 units we have in Fosston. There are a few that get
rejected for our properties because of our requirements. People get rejected
because of their background. Is anybody tracking that? Criminals who can’t get
housing?

e Yes. Price mainly. Everyone wants more for less. It is a hard reality. MMCDC wants to
build an affordable spec home for $250,000 out in the Aspens. | hope we can find
people who want to buy that. Actually, | want them to do the $190 version. | think if
we get over the $200K that will be a retired couple who will buy that. I’d rather build
new affordable housing for the workforce we are trying to attract. If this doesn’t
work, | think we should look at a micro-home program.

e What kind of gap — price, size, amenities, or other? Is there anything that can be
done to address this gap? 2BRs for seniors is a good size. Any property manager
knows, if you can have a senior with some means, they are going to stay. That is a
good thing for a property manager. No parties, no smoking, no issues—it is ideal.
People want to travel more and go to a condo down south, come and go. An
apartment is perfect for them. An apartment is also perfect for young, young
families. We did not talk much about subsidized apartments. Some of this, | can’t
help but color it with where my heart goes. My heart goes out to handicapped
people. My heart doesn’t go out much to people in subsidized apartments for
people who want to stay there long term when they are able bodied people.
Affordable housing should be for young families who are growing. That is my bias, |
think. We all get pretty fed up with people that are giving up careers or turning
down work because they can get subsidy if they don’t work. Why would a city want
to attract that and build specifically for them?

Other Comments
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e More market rate or more affordable multifamily needed? Sometimes the mixed
units with both market rate and affordable in the same building doesn’t work.

e Maybe codominiumize the units at Palubicki’s former grocery store. If high-end, how
high?

e We've got so many homes in the center of town with lots that are too small and no
access to the alleyway. If some of these lots came up for sale, combine lots. For
someone to pay $20,000 for a house and someone to pay to take the house down
and build a garage. There would definitely be demand for that. Expand a small
home. These lots in town, the old lots are only 80-90 feet so there’s really not a lot
of space for someone to build unless you go straight back and certainly no space for
storage. The old part of town, there’s not much we can do about it. | think there are
spots where there is an old house that is an eyesore, those should be acquired and
removed. It would give some new options for increasing size/space and ability to
have more garage and/or storage. A one stall garage just doesn’t cut it anymore.

e [f someone built a set of garages that are secure. There might be more demand for
storage units. | called Randy and he has nothing available. When people can’t
expand on their lot, storage units in town can help address that.

e Could you buy a common wall garage? No different than a condo. As far as I’'m
concerned, we have too many $50,000-570,000 homes and not enough with 3-5 BRs
and adequate storage.

e Existing apartments, lots of social issues that make them undesirable for elderly.

e What's already in the Aspens—3 prime lots—are sold. We still have 1-2 prime lots to
the north. Still have the lots on the other side, too. We can build out as we have
demand. Keep building out infrastructure to lots as they sell.

e |see Northwood getting the multi family. Twin homes and double-wides on west
side. | see that whole area changing.

e Multifamily, filling up the Aspen Addition. Balance on Building Fosston that might
push people off the fence.

e Cleaning up existing apartment buildings.
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