SPECIAL COUNCIL WORKSHOP MEETING
2022 HOUSING DISCUSSION
CITY OF CROSSLAKE
MONDAY, JULY 11, 2022
1:00 P.M. - CITY HALL

. Call to Order

. Introductions

a. Michael Schoenecker - Bradburystamm

. Discussion Materials

Crosslake 36 Proforma

Crosslake Financial Assumptions

Development and Rental Costs (Granite City Management)

Minnesota Housing Financing Agency — Income Limits and Max. Rents
Housing — TIF

o0 o

. Housing Related Questions/Next Steps

. Adjourn
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Crosslake Financial Assumptions (5/16/22)
36 Units

Sources
Equity -
Loan -
Total -

Uses

Land -

Building -

FF&E -

Developer Fee -

Construction Loan Interest -
Working Capital/Capitalized Interest -
Marketing -

Financing and Appraisal Charges -
Legal and Accounting -

Architect and Engineering —

City Development Fees -
Miscellaneous and Project Contingency -
Total -

Financial Assumptions in Proforma

42,000 sf @ $115 sf (includes cost for 20 garages)

Apartment (36) pay electricity
Building costs include private well and generator

All rents remain fixed for two years then increase 3% per year as do projected expenses

$ 1,126,000
$ 4,504,000
$5,630,000
$ 250,000
$ 4,830,000
$ 25,000
$ 50,000
$ 100,000
$ 100,000
$ 20,000
$ 30,000
$ 25,000
$ 100,000
$ 0
$ 100,000
$5,630,000

City fees based on Sac, Sanitary, Park Fees and Building Permit (need waived)

Apartment occupancy 60% year |; 80% year 2
Taxes based on $4.8 million - $36,000

&8



Notes from Andy Martin at Granite City Management:
More basic construction

Minimal common space, but some.
Pitched roof
Slab on grade garages (no tuck under or underground)
Boiler heat with thru wall A/C
All'in development cost including land, design fees, construction, permitting, etc. - $185,000/
unit.
a. Typically land cost figured around $6,000 to $7,000 per unit.
6. Management fee would be 5% if smaller building. 4% if 100 units or more.
7. High level operating costs all in. 1%t year $3,500 to $3,800/year per unit. After lease-up so 2"
year goes up to around $5,000/unit/year.

;aik N

Higher level construction

1. Flat roof and more exterior upgrades.

Tuck Under or underground parking.

3. Allin development cost including land, design fees, construction, permitting, etc. - $210,000 to
$230,000/ unit, depending on features.

™

Rent Structure — Income required to rent based on rent requiring 35% of income.
(Minimum wage is now $15/hr.)

Combined Household

Proposed rent Income Required Hourly Wage
1-bed $950 ($938) ($1,094) $32,570 $15.65/hr
1-bed/den $1,050 ($1,032) ($1,203) $36,000 $17.30/hr
2-bed small $1,250 ($1,125) ($1,312) $42,857 $20.65/hr
2-bed large $1,390 ($1,125) (51,312) $47,657 $22.91/hr
3-bed $1,490 ($1,299) (1,516) $51,086 $24.56/hr

Note: The first rent in parentheses is the HUD Gross Rent by bedroom at the 60% income level, the
second rent in parentheses is the HUD Gross Rent by bedroom at the 70% income level. See attached
sheet.
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County: Cottonwood

Effective Date: 04/18/2022

1 2 3 4 5 6 7 8
20% 11,680 13,340 15,000 16,660 18,000 19,340 20,660 22,000
30% 17,520 20,010 22,500 24,990 27,000 29,010 30,990 33,000
40% 23,360 26,680 30,000 33,320 36,000 38,680 41,320 44,000
50% 29,200 33,350 37,500 41,650 45,000 48,350 51,650 55,000
60% 35,040 40,020 45,000 49,980 54,600 58,020 61,980 66,000
0% 40,880 46,690 52,500 58,310 63,000 67,690 72,310 77,000
80% 46,720 53,360 60,000 66,640 72,000 77,360 82,640 88,000

---~ Maximum Gross Rents By Bedroom Size(Post 1989) --—-

0 1 2 3 4 5 6
20% " 292 312 375 433 483 533 583
30% 438 469 562 640 725 799 874
40% 584 625 750 - 866 967 1,066 1,166
50% 730 781 937 1,083 1,208 1,333 1,457
60% 876 938 1,125 1,299 1450 1,599 1,749
70% 1,022 1,094 1312 1516 1,692 1,866 2,040
80% 1,168 1,251 1,500 1,733 1,934 2,133 2,332

County: Crow Wing

Effective Date: 04/18/2022

i 2 3 4 5 6 7 8
20% 11,680 13,340 15,000 16,660 18,000 19,340 20,660 22,000
30% 17,520 20,010 22,500 24,990 27,000 29,010 30,990 33,000
40% 23,360 26,680 30,000 33,320 36,000 38,680 41,320 44,000
50% 29,200 33,350 37,500 41,650 45,000 48,350 51,650 55,000
60% 35,040 40,020 45,000 49,980 54,000 58,020 61,980 66,000
70% 40,880 46,690 52,500 58,310 63,000 67,690 72,310 77,000
80% ‘ 46,720 53,360 60,000 66,640 72,000 77,360 82,640 88,000

---- Maximum Gross Rents By Bedroom Size(Post 1989) ----

0 1 2 3 4 5 6
20% 292 312 375 433 483 533 583
30% 438 469 562 649 725 799 874
40% 584 625 750 866 967 1,066 1,166
50% 730 781 937 1,083 1,208 1,333 1,457
60% 876 938 1,125 1,299 1,450 1,599 1,749
70% 1,022 1,094 1,312 1,516 1,692 1,866 2,040
80% 1,168 1,251 1,500 1,733 1,934 2,133 2,332

TAX_CREDIT_INCOME_LIMIT . RDF



Housing TIF

What income limit does the TIF act specify?

Separate income limits are established for rental and owner-occupied developments.
Rental developments must meet one of two tests:

1. 20-50 test: 20 percent of the units are occupied by individuals whose incomes are 50
percent or less of the area median income.

2. 40-60 test: 40 percent of the units are occupied by individuals whose incomes are 60
percent or less of the area median income.

Economic Development
Subd. 4c.Economic development districts.

(a) Revenue derived from tax increment from an economic development district may not
be used to provide improvements, loans, subsidies, grants, interest rate subsidies, or
assistance in any form to developments consisting of buildings and ancillary facilities, if
more than 15 percent of the buildings and facilities (determined on the basis of square
footage) are used for a purpose other than:

(1) the manufacturing or production of tangible personal property, including processing
resulting in the change in condition of the property;

(2) warehousing, storage, and distribution of tangible personal property, excluding retail
sales;

(3) research and development related to the activities listed in clause (1) or (2);
(4) telemarketing if that activity is the exclusive use of the property;

(5) tourism facilities;

(6) space necessary for and related to the activities listed in clauses (1) to (5); or
(7) a workforce housing project that satisfies the requirements of paragraph (d).

(b) Notwithstanding the provisions of this subdivision, revenues derived from tax
increment from an economic development district may be used to provide improvements,
loans, subsidies, grants, interest rate subsidies, or assistance in any form for up to 15,000
square feet of any separately owned commercial facility located within the municipal
jurisdiction of a small city, if the revenues derived from increments are spent only to assist
the facility directly or for administrative expenses, the assistance is necessary to develop the
facility, and all of the increments, except those for administrative expenses, are spent only
for activities within the district.



(c) A city is a small city for purposes of this subdivision if the city was a small city in
the year in which the request for certification was made and applies for the rest of the
duration of the district, regardless of whether the city qualifies or ceases to qualify as a small

city.
(d) A project qualifies as a workforce housing project under this subdivision if:

(1) increments from the district are used exclusively to assist in the acquisition of
property; construction of improvements; and provision of loans or subsidies, grants, interest
rate subsidies, public infrastructure, and related financing costs for rental housing
developments in the municipality;

(2) the governing body of the municipality made the findings for the project required by
section 469.175. subdivision 3, paragraph (f); and

(3) the governing bodies of the county and the school district, following receipt, review,
and discussion of the materials required by section 469.175. subdivision 2, for the tax
increment financing district, have each approved the tax increment financing plan, by
resolution.

Subd. 4d.Housing districts.

Revenue derived from tax increment from a housing district must be used solely to
finance the cost of housing projects as defined in sections 469.174, subdivision 11,
and 469.1761. The cost of public improvements directly related to the housing projects and
the allocated administrative expenses of the authority may be included in the cost of a
housing project.

§

Subd. 4e.Hazardous substance subdistricts.

The additional tax increment received by the municipality from a hazardous substance
subdistrict as a result of a reduction in original net tax capacity pursuant to section 469.174.
subdivision 7, paragraph (b), or as a result of the extension of the period for collection of tax
increment from a hazardous substance site or subdistrict provided for in subdivision 1,
paragraph (g), may be used only to pay or reimburse the costs of: (1) removal actions or
remedial actions with respect to hazardous substances or pollutants or contaminants or
petroleum releases affecting or which may affect the designated hazardous substance site; (2)
pollution testing, demolition, and soil compaction correction necessitated by the development
response action plan for the designated hazardous substance site; (3) purchase of
environmental insurance or deposits to a guaranty fund, relating only to liability or response
costs for land in the subdistrict; and (4) related administrative and legal costs, including costs
of review and approval of development response action plans by the Pollution Control
Agency and litigation expenses of the attorney general.



