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Cities of
Corcoran,
Dayton sued
over building
permit fees

Housing First Minnesota
sues over $5 million building
permit overcollection

The long-simmering debate over building
permit fee surpluses has boiled over, with Hous-
ing First Minnesota filing separate civil lawsuits
against the Minnesota cities of Corcoran and
Dayton for alleged overcollection of building
permit revenue.

The lawsuits follow administrative chal-
lenges to both cities’ fee schedules by Housing
First Minnesota, which speaks for more than
1,000 housing industry firms in the state and
their homebuyers. The administrative challenge
brought the debate to the Minnesota Depart-
ment of Labor’s State Board of Appeals, which
declined to take up the issue, saying it was not
the proper venue for the challenge and that
Housing First Minnesota lacked standing. With
that ruling in hand, Housing First Minnesota
went to the courts to seek justice for Minnesota
homebuyers.

The subject of building permit fees has also
been a topic at the state Capitol, with legislation
on the topic considered, but not passed, in the
two previous sessions.

“Any city engaging in this practice of gouging
new residents through building permits is adding
to the state’s housing problems,” said David Sie-
gel, executive director of Housing First Minne-
sota, in a statement. “At a time when Minnesota
is facing a crisis in housing inventory and afford-
ability, illegal housing costs must be addressed.
All housing stakeholders, including local govern-
ments, should be working to reduce barriers to
homeownership.”

In its required annual disclosures, the city of
Dayton has reported more than $1.3 million in
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Substantive zoning reforms were not included in the final budget deal, dashing housing
advocates’ hopes for lifting roadblocks to homeownership.
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Legislature and governor fall short
on meaningful zoning reforms

The housing discussion at
the state Capitol featured the
substantive legislative
conversation on zoning policy
in recent history. Originat-
ing in the Minnesota Senate
and packaged as SF 915, chief
author Sen. Rich Draheim
(R-Madison Lake) spearhead-
ed a powerful initiative to ad-
dress housing affordability
roadblocks, an effort that ad-
vanced the issue but ultimately
fell short of passage.

SF 915 featured several pro-
visions to increase homeowner-

most

ship access and housing afford-
ability. Leading the proposals
was a provision that would have
prevented local governments
from forcing builders and de-
velopers into private develop-
ment contracts, called planned

unit developments (PUD).
The measure also banned local
governments from imposing
requirements that conflict with
the Minnesota Building Code.
And finally, the bill contained
a proposal to ban mandates for
aesthetic upgrades, which can
significantly add to the cost of
new housing,.

In advocating for the bill,
Draheim focused on the goal
of increasing homeownership
opportunities.

“Homeownership  should
be the end goal. For people
that desire to own a home
we should have a pathway
for them. What can we do to
get more housing units of all
shapes and sizes? We put to-
gether a bill that tries to over-
come some of the housing
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gaps that we have in Minne-
sota,” Draheim said.

“Owning your own home
has been proven to lead to
more successful outcomes, in-
cluding kids doing better in
school, better mental and phys-
ical health, more community
involvement and greater gen-
erational wealth. These are all
things we strive for and home-
ownership is such an important
piece of it," he said. “T'm excit-
ed this bipartisan legislation
will help to pave the way for
homeownership to many Min-
nesotans by removing barriers
and encouraging more diversity
in the housing stock.”

The bill met strong oppo-
sition from local government
interest groups who favored
the current process versus what

they called a one-size-fits-all
approach in SF 915, a charac-
terization with which housing
advocates strongly disagreed.

Key provisions of SF 915
were folded into the Omnibus
Housing Finance and Pol-
icy bill. The measure made
its way through the compli-
cated committee process and
onto the Senate floor, where it
passed with tri-partisan sup-
port in a 39-27 vote. Despite
this, the key provisions were
ultimately dropped in end-of-
session conference committee
negotiations.

Efforts to harmonize the
Senate version of the Omnibus
Housing bill with the House
version proved to be elusive.

CONTINUED >> PAGE 6

Legislature dismisses
impact fee proposals

The legislature considered two impact fee proposals during the 2021
session and rejected both. The first was a proposal to create a new street

impact fee. The second would have expanded park dedication fee authori-
ty to redevelopments in cities of the first class. Discussion on both propos-
als revealed a sharp divide in perspectives on the relationship between the
growing regulatory footprint and housing costs.

CONTINUED >> PAGE 9
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Legislature holds line on new homeowner costs

As the housing industry knows well, our
inventory and affordability challenges have
grown over the past 18 months. There is a lot
driving these challenges but given the price
pressures impacting homeowners, there is
simply no room for additional costs that aren’t
essential.

The legislature appeared to understand
this as they reviewed several new proposals
that would result in cost increases for new
homeowners.

The simple reality that homeowners pay for
all the new home construction and remodeling
fees and regulations, has not always been
understood at the Capitol over the years.
But if 2021 is any indicator, things might be
changing.

In this session, government groups
advocated for the creation of a new impact
fee for future, off-site transportation projects
and pressed for expansion of park dedication

fee authority for redevelopment in cities of the
first class.

The legislative discussion was important
and insightful. Proponents of these measures
cited the pressures facing local governments
who are managing growing and changing
cities. Countering that message was opposition
to these creation of new, additional fees on top
of the dozens that are already taken in the
development process.

When the dust settled, the legislature
clected not to move forward with the new and
expanded fees. This is a victory for housing
affordability at a time when new regulatory
costs can simply not be absorbed.

In the bigger picture, I was pleased
to see a housing debate that prioritized
homeownership access and affordability as a
balance when considering the role of regulatory
fees and requirements. There is a lot of work
to do as we modernize housing for the next

Todd Polifka
2021 Prestdent, Housing First Minnesota

generation, and prioritizing the homeowner
bodes well for making better policies.

Onward,

Todd Polifka
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Housing First Minnesota is dedicated
to advancing the American dream
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and [s the leading resource for
housing-related issues in Minnesota.
This advocacy work has never been
more important. The housing industry
remains under intense regulatory

and political pressures that impact
Minnesota homeowners’ ability to buy,
build, and remodel their dream home.
Housing First Minnesota supports
reasonable policies, regulations

and protections, but our call for
affordability for families is a voice
that must be heard.

Learn more at HousingFirstMN.org.



Across the country, there is much talk about housing
HERE ARE SOME OF THE LATEST QUOTES ON THE STATE OF THE INDUSTRY:
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There is a strong desire for
homeownership across this country,
but the lack of supply is preventing
too many Americans from achieving

that dream.”

LAWRENCE YUN

NATIONAL ASSOCIATION OF REALTORS®

k&

Soaring home prices can be an
opportunity to take on the entrenched
interests that make it so difficult
to roll back land-use, zoning and
permit-related regulations, freeing
up land and making it easier and less
costly to build houses. More houses
mean lower prices."

MICHAEL R. STRAIN

AMERICAN ENTERPRISE INSTITUTE

Additional inventory is the
solution to all that ails us
at this moment.”

RYAN GORMAN
COLDWELL BANKER CEO

. 7
The goal should be to
reduce regulations across
the board, so builders
can more easily respond
to market demand
by building whatever
consumers want to buy."

STEVEN GREENHUT
R STREET INSTITUTE

Gl

Ultimately, less-stringent zoning rules,
better funding to recruit and train
construction workers, and pro-housing
policy will help prevent a large number
of Americans from being permanently
excluded from homeownership."

ALI WOLF
ZONDA

F & 4
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Basically, housing scarcity is a force
multiplier for other problems. This
makes perfect sense if you think of the
housing market as a complex system. In
a system of interconnected parts, when
you break one thing, other things tend to
start to break as well."

DANIEL HERRIGES
STRONG TOWNS
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Flood-proof construction,
other states act on GFCI,
lead paint rule unfinished,
Plumbing Code books ready

Following a failed legislative push to
make housing prices more competitive in
Minnesota’s border cities by reducing required
frost depths to match neighboring state
requirements, the Minnesota Department
of Labor and Industry (DLI) has formed a
Technical Advisory Group (TAG) to look
into frost depth requirements in certain
regions of the state.

According to DLI, the TAG'’s purpose is
‘reviewing information, scientific studies
and other materials related to frost depth
to determine if there has been changes to
conditions that necessitate a further review
of the minimum footing depths required for
frost protection.”

TAG members include Dan Kelsey and
Greg Metz, DLI staff;, Ezra Ballinger,
geotechnical engineer; Mark Hallan and Kurt
Sandman, structural engineers; Don Dabbert,
Jt. and Kurt Welker, homebuilders; and Jack
Nyberg, building official.

Flood-resistant desigh TAG

Since late June, a seven-member TAG has
been reviewing changes to Minnesota Rule
1335, related to flood-resistant design for
both residential and commercial construction.
Meetings are scheduled through August.

TAG members include Greg Metz and
Chris Rosival, DLI; Andrea Crabtree Nayes,
municipal engineer; Vincent DiGiorno,
architect; Christian Faste, building official;

Dan Korf, engineer design; and Ceil Strauss,
state floodplain manager.

2020 National Electrical Code
questioned in other states

In states across the nation, questions are
being asked about provisions in the 2020
National Electrical Code (NEC). Several
states have found deficiencies with the
2020 NEC, notably section 210.8(F) which
requires a GFCI on air conditioner condenser
connections.

Towa and Massachusetts amended their
electric codes to correct or remove the
section. South Dakota omitted the section
when adopting the 2020 NEC. Texas and
Washington delayed the enforcement of
210.8(F) until 2023.

Since the entire nation relies on the same
supply chain, other states are likely to be
forced to address section 210.8(F).

Lead paint rule

The Minnesota Department of Health
(MDH) is continuing work on its own version
of the Environmental Protection Agency's
(EPA) lead paint rule. The state’s version
of the Renovation, Repair and Painting
(RRP) rule released in May is the latest of
the proposed regulations for remodeling or
renovations, yet may not be the final version
of the rule.

According to Housing First Minnesota's
Nicholas Erickson, who is leading the

e

The new plumbing code goes into effect on Dec. 17.

industry’s efforts on the rule, the state has
moderated its approach from lead abatement
to lead remediation.

“While MDH has moved much closer
to the current EPA rule, it is likely that
the clerical and paperwork requirements
will still be considerably more than in the
current rule,” said Erickson. “Implementing
costly and unnecessary RRP rules will drive
remodeling projects underground. We've
presented several suggestions during this
process to bring balance and common sense
to this effort.”

The final version of Minnesota’s RRP rule
is expected later this year, with stakcholder

engagement resuming once the proposed
final version is released.

Plumbing Code

DLI announced that new codebooks for the
2020 Minnesota Plumbing Code are available
for purchase.

The new plumbing code goes into effect on
Dec. 17.

IAPMOmembership.org/store/2020-minnesota-

The new plumbing code books can be purchased at
plumbing-code/1126

The Minnesota Court of Appeals ruled in favor of the Minnesota Board of Electricity on July 19.
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Code (NEC) last year.

the board.

Court denies challenge
to Electrical Code

2020 National Electrical Code remains
state’s Electrical Code

Despite acknowledging that the Board of Electricity could have done a better
job in its adoption process, the Minnesota Court of Appeals ruled in favor of the
Minnesota Board of Electricity on July 19. In its decision, the court found that the
board followed proper procedure when it adopted the 2020 National Electrical

Housing First Minnesota appealed the December 2020 ruling of an
administrative law judge, saying the rulemaking process used by the board was
incomplete. The challenge was filed on procedural grounds regarding how the
code was adopted and was not directed at any specific provision adopted by

The Court stated in its opinion, “The board could have better supported
its position that failing to adopt the 2020 NEC would cause Minnesota to
fall behind in terms of electrical methodology and technology standards. The
board could have provided examples of the 2020 NEC'’s updated methods
and technology, for instance, and ‘Although the board’s Statement of Need
and Reasonableness (SONAR) could have included more detail, it adequately
addresses each of the considerations set forth by section.”

" The published decision sets the legal standard going forward that any errors
and omissions in the SONAR must be deliberate in order to invalidate a rule.

Housing First Minnesota has not yet stated if it will appeal the decision.

! Editor’s Note: The plaintiff in the case, Housing First

Minnesota, is the publisher of Housing Industry News.
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Minnesota combats unlicensed
contractors in national crackdown

The Minnesota Department of Labor and
Industry (DLI) recently took part in a multi-
state, coordinated enforcement campaign to
combat unlicensed contractors. From June 7-25,
eight states of the National Association of State
Contractors Licensing Agencies (NASCLA)
participated.

In Minnesota, DLI investigators identified 56
unlicensed contractors during the June effort,
with 28 cases being investigated for possible
enforcement action. In total, this national effort
identified nearly 600 unlicensed contractors
operating in these eight states.

“The goal of this operation was to elevate
consumer protection and deter illegal
construction practices. The shared commitment
of our state members brought awareness
to unlicensed activity and spotlighted the
contractor state licensing and registration
agencies nationally,” said Angie Whitaker,
executive director of NASCLA.

According to a statement from DLI, the
agency discovered an unlicensed contractor who
posted TikTok videos of himself performing
work that requires licensure. “DLI had already
ordered this contractor to cease and desist from
unlicensed activity and fined him earlier this
year, so he now faces heavier fines and possible
criminal prosecution,” wrote DLI.

Online marketing is popular with unlicensed

contractors. In addition to TikTok, homeowners
using unlicensed contractors found their
contractors on websites such as Home Advisor,
Neighborhood, Thumbtack, Facebook and
Craigslist.

This enforcement effort coordinated through
NASCLA is only one part of DLI’s efforts to
combat unlicensed contractors.

“Minnesota homeowners are able to
obtain compensation from the Contractor
Recovery Fund if they suffer a loss as a result
of a contractor’s failure to perform," said DLI
Commissioner Roslyn Robertson, "but only if
the contractor they hire is licensed.”

“Minnesota homeowners are able
to obtain compensation ... but
only if the contractor they hire is
licensed.”

Roslyn Robertson,, DEPARTMENT OF LABOR
AND INDUSTRY COMMISSIONER

Aside from Minnesota, the states of Arizona,
California, Florida, Mississippi, North Carolina,
Nevada and Texas participated in the effort.

Housing omnibus
bill signed into law

As part of the two-year state budget, the legislature and Gov. Walz came to
an agreement on a housing omnibus bill during the first 2021 special session.
While each chamber had passed their version of a housing omnibus bill in
April, the final deal looked quite a bit different from each of those. The House
voted 72-59 and the Senate 66-0 in support of the revised bill.

These provisions were included in the $125.6 million housing omnibus bili:

+ Provides $100 mihon in housing «  $1 milllon into the homeownership
infrastructure bonds and assistance fund and $1 million to
designates $18.33 milion of it establish a local housing trust fund,
for single-family homes and $15
million for manufactured home
park acquisition, improvement and
nfrastructure.

» Increases the income limitation
under the definition of “persons
and famities of low and moderate
income” to 115% of the greater of
state median income, or area or
county madian income.

« Allows federatly recognized
American indian Tribes in
Minnesota and Tribal housing
corporations to be eligible for
housing grants in a natural
disaster area.

» Reguires leases to have prorated
rent when a lease ends before the
last day of the month.

« Continues to fund the
Homeownership Education,
Counseling and Training (HECAT)
Program, which helps to prioritize
decreasing the homeownership
gap between white households and
households of color.

«  Allocates $3.25 million over
the biennium to the Workforce
Homeownership Pragram for the
development of workforce and
affordable homeownership projects
across Minnesota.
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Eviction
moratorium
off-ramp begins

After more than a year of a statewide
eviction moratorium and lengthy legisla-
tive discussion, the legislature and Gov.
Walz finally came to an agreement to end
the order. Starting on June 30, landlords
were allowed to once again give notice
of lease terminations to houscholds that
have violated the lease or tenants that are
behind on rent but refuse to apply for re-
sources available to help them catch up.
Starting on August 13, tenants can once
again be evicted if they have not paid
their rent and are not eligible for rental
assistance.

“Ending the Governor's Emergency
Powers and the Eviction Moratorium
has been the top priority for the Senate,
and this bill is the key piece of our agenda
to recover from the COVID pandemic,”
said Senate Majority Leader Paul Gazel-
ka (R-East Gull Lake). “This balanced
approach includes support for housing
providers and connects those who need
financial help with resources available. It
was absolutely unfair and wrong for the
governor to expect housing providers to
bear this financial burden for so long and
I'm glad we're finally making them whole.”

Tenants and landlords can learn more
at RentHelpMN.org. All lease termina-
tion and eviction protections will be lifted
on June 1,2022,

The eviction moratorium is ending

Know your rights. Mark these dates. Learn what you can do to stay in your home.

dezoet:

JUNE
30, 2021

CONTINUED FROM PAGE 1

Legislature and governor fall short on meaningful zoning reforms

Where the Senate focused on lifting barriers to homeownership,
the House version emphasized state funding for a host of affordable
housing programs.

“All throughout session we saw two vastly different strategies in ap-
proaching Minnesota’s housing issues,” said Mark Foster, director of
legislative and political affairs at Housing First Minnesota. “The Sen-
ate advanced bills focused on expanding the overall supply of housing
and advancing homeownership opportunities for more Minnesotans.
Meanwhile, the House spent its time advancing funding for a handful
of housing programs, as well as proposals for additional park and street
impact fees that would actually raise the price of housing.”

As the clock wound down on the regular legislative session, the hous-
ing provisions were carried into a June special session where a final accord

was reached on the budget and substantive zoning issues were removed
as part of the final budget deal, dashing housing advocates’ hopes for
lifting roadblocks as part of a focused effort on homeownership.

“Despite our state’s already acute and worsening housing inventory
and affordability crises, the legislature and our governor failed to enact
any meaningful reform to address the regulatory roadblocks, which are
pushing homeownership out of reach for far too many Minnesotans,”
said David Siegel, executive director of Housing First Minnesota. “Our
housing crisis will only be solved when the legislature and governor fully
address these roadblocks. Exclusionary zoning practices that have taken
Minnesota to record-high home prices and the largest homeownership
equity gap in the country between white and Black Minnesotans must
be undone.”

Twin Cities voters
to receive rent
control questions

When Minneapolis and St. Paul residents
head to the polls this November they will face
questions about whether to enact rent control
and if so, how to do it.

Despite a dismal track record across the
country and counter to advice from its city

attorney, the Minneapolis City Council voted

10-2 to advance the questions that would lead
to rent control policies.

The first question on the ballot, if ap-
proved, would allow residents to draft a rent
control ordinance to be approved by the
City Council and/or voters. The second, if

approved, would allow the City Council to
approve an ordinance. Both the Charter
Commission and the city’s legal counsel en-
couraged this second question to include a
subsequent question to Minneapolis voters
to be compliant with state law. Mayor Jacob
Frey vetoed the resident drafting ordinance,
but the underlying rent control policy will go
before the voters this fall.

On the other side of the river, St. Paul
voters will be asked whether the city should
have the authority to limit landlords’ ability to
raise rents by no more than 3% per year. This
question will appear after more than 10,000
signators petitioned for the question.

“Rent control has been studied thoroughly
and economists agree this policy does not cre-
ate the outcomes it seeks,” said Cecil Smith,
president and CEO of the Minnesota Multi
Housing Association. “Cities looking to

oCT
12

{l O '.(

implement it should reject it because the stud-
ies show it will harm the housing market and
reduce future investments in the community.
I trust that the voters in Minneapolis and St.
Paul will reject this destructive policy.”

During the 2021 legislative session, the
Senate passed a rent control ban, citing it as
an infringement on personal property.

“One of the building blocks of our country
was on property rights,” said Sen. Rich Dra-
heim (R-Madison Lake), chair of the Hous-
ing Committee. “My grandpa, who immigrat-
ed from Germany, literally got chased off their
farm by the government and they came to the
United States. Why? For the path of owning
property.”

The Senate’s bill did not become law, as
it failed to be included in the final housing
omnibus bill. Currently, no other Minnesota
cities have any form of rent control in place.

m
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Refuse to apply?
Tenants who are behind on rent and eligible for help but refuse to apply can be evicted starting June 30.

Have legal questions?
Visit LawHelpMN.org for additional information and legal resources.

You might be eligible for rental assistance. Go to RentHelpMN.org or call 211,
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Housing First Minnesota awards 23 legislators with Housing Leadership Award

Following the end of the 2021 legislative session and first special session, Housing First
Minnesota, the state’s leading homebuilders association, has named 23 Minnesota state legis-
lators as recipients of the 2021 Housing Leadership Award.

“With inventory at an all-time low, affordability at its worst in decades and the widest
homeownership gap in the country, Minnesota’s housing market is at a pivot point,” said Da-
vid Siegel, executive director of Housing First Minnesota. “These leaders recognize the need
to legalize starter homes by addressing the way we zone and permit new housing. The Hous-
ing Leadership Award recognizes legislators who worked to promote housing affordability
and homeownership during the 2021 legislative session and special session.”

Numerous transformative housing policy provisions were discussed and advanced through .

. . . B o s Representative Representative Representative Representative Representative
the Senate housing committee. Unfortunately, nearly all major housing priorities that were Kurt Daudt Steve Drazkowski Steve Elkins Pat Garofalo Barb Haley
included in the Senate’s version of the housing bill, including the removal of exclusionary
zoning practices, failed to make it through final negotiations.

“Despite our state’s already acute and worsening housing inventory and affordability crises,
the legislature and Gov. Walz failed to enact any meaningful reform to address the regulatory
roadblocks which are pushing homeownership out of reach for far too many Minnesotans.
We must see more serious action taken during next year's legislative session,” said Siegel.

Representative Representative Representative Representative Representative
Jerry Hertaus Tony Jurgens Jon Koznick Eric Lucero Shane Mekeland

Minnesota Pollution Control
Agency commissioner resigns

Representative Representative Representative Representative Representative
Jim Nash Anne Neu Brindley Bjorn Olson Buane Quam Zack Stephenson

Laura Bishop, commissioner of the Minne-
sota Pollution Control Agency (MPCA) since
2019, resigned on July 6 just ahead of a confir-
mation vote by the Minnesota Senate. Bishop’s
resignation followed contentious discussions

around new vehicle emission standards, reducing
chemicals in food packaging and water quality
rules in recent months.

Rather than await her fate, Bishop submitted
a resignation letter to Gov. Walz.

“The MPCA Commissioner is a job that nev-
er wins a popularity contest, yet, in my view, is
one of the most important roles in the Cabinet,” Laura Bishop, the commissioner of MPCA,

. « resigned July 6 ahead of a confirmation vote by Senator Senator Senator
Bishop wrote to Walz. “For many, the agency can  he Minnesota Senate. Paut Gazelia Mark Koran Julie Rosen

Rep tive
Tama Thels

Rep ative Senator Senator Senator
Ryan Winkier Rich Braheim Zach Puckworth Kari Dziedzic
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never go far enough in our protections, while at
the same time, a segment of the Republican caucus will always believe the agency goes too far.”
Walz temporarily named MPCA Deputy Commissioner Peter Tester to fill the role.
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Cities of Corcoran,
Dayton sued over building permit fees

surplus building permit fees for the years 2015, 2018 and 2019. The city
did not file required reports in 2016 or 2017. The city of Corcoran re-
ported more than $880,000 in surplus building permit fees between 2018
and 2019. ]

This is not the first lawsuit over permit fees, nor the first time the city
of Dayton has been sued over its housing policies.

In 2005, Housing First Minnesota, then known as Builders Associa-
tion of the Twin Cities, sued the cities of Shakopee and Elk River over
their building permit fees. Both cases were settled and never went to
trial.

As for the city of Dayton, it was sued by Housing First Minneso-
ta in 2019 over a street impact fee program the city enacted following
the Harstad v. Weodbury lawsuit. Housing First Minnesota argued the
impact fee program was in direct conflict with the Harstad ruling, and
Hennepin County Judge Susan M. Robiner agreed, issuing a summary
judgment against the city of Dayton, noting the program was “illegal,
null, void and unenforceable.”

According to the Minnesota Building Code’s Adoption Guide, build-
ing permit fees may not be used to raise money for a city, county or town-
ship’s general fund or any other special project in the city. Rather, the
funds collected are to be used solely for building code inspection-related
services, including staffing, transportation, public education, training,
tools and equipment.

“There is no dispute regarding the need for inspections to ensure safe-
ty and durability in homes, however, that process cannot become a profit
center for local governments,” said Siegel.

A court date has not been set and neither city had filed its own brief
before Housing Industry News went to press.

: Editor’s Note: The plaintiff in the case, Housing First
| Minnesota, is the publisher of Housing Industry News.

New home lot supply hits a new low

The surge in demand for new
homes has the development of
new vacant lots struggling to
keep up. According to Zonda,
lot inventory across the country
remains “significantly undersup-
plied.” Zonda’s New Home Lot
Supply Index (LSI) hit a new
low in the first quarter of 2021.

“Without additional
lot development in the
near future, the lack
of supply will limit
builders’ ability to meet
consumer demand. We
are already seeing that
in the more attainable
price points.”
Danielle Leach,,

MIDWEST REGIONAL DIRECTOR
AT ZONDA

The LSI dropped 24.2% year-
over-year as builders are buying
finished vacant lots as quickly as
they are available.

“The race to acquire lots is on
as builders continue working to

quickly get more homes on the
ground. Competition for lots is
fierce, but demand is showing no
signs of letting up, which is en-
couraging more building,” said Ali
‘Wolf, chief economist at Zonda.

Zonda’s ranking of signifi-
cantly undersupplied lot avail-
ability has the Twin Cities as one
of the most undersupplied mar-
kets. According to Zonda’s data,
based on the volume of annual
starts ending 2Q2021, there are
currently 13.6 months of vacant
developed lot supply in the Twin
Cities market (11,694 lots).

Builders in the Twin Cities are
burning through lot supply fast-
er than they are replenishing it,”
said Danielle Leach, the mid-
west regional director at Zonda.
“Without additional lot devel-
opment in the near future, the
lack of supply will limit build-
ers’ ability to meet consumer
demand. We are already seeing
that in the more attainable price
points.”

Washington County currently
has the most vacant developed
lots with 1,468 lot available, fol-
lowed by Hennepin with 1,388
lots, and Anoka with 1,284 lots.

COUNTY VDL
INVENTORY
WASHINGTON 1es |
CHENNEPN 1388
ANOKA 84
WRIGH'I.'. . 1277
DAKOTA 4 1257
ST.cRoX | 133
| SHERBURNE 940
carver | a3 ;

SCOTT 666

B CHISAGO 538 N ﬁ
PIERCE 436
ol RSt TR 5
ISANTI 386 3

| RAMSEY ‘ 84 §

Shortage of land limits builders' ability
to meet demand, particularly at lower
price points.
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Legislature dismisses impact fee proposals

Street impact fee

The street impact fee legislation emerged
in the Minnesota House as HF 527 (Masin,
DFL-Eagan), and it elicited strong opposition
from the outset. At the core of the dispute was
local government’s push for new funding tools
pitted against opposition from those concerned
about housing affordability and the lack of
homeowner protections in the proposal.

“Homeowners average 7-10 years in their
house before they move on. This new tax could
sit in a fund longer than they even live in the
home,” stated Rep. Jim Nash (R-Waconia).
“Development pays for itself. It already does.”

Nash’s comments reflected concerns raised
by opponents to the new fee regarding where
the funds would be utilized and when future
projects might occur.

Testimony from housing industry experts fo-
cused on the nature of impact fees, where costs
are passed on to homeowners as part of their
home price regardless of how and when the lo-
cal governments spend the dollars.

“If anybody thinks that the homeowner is not
going to pay for this and the developer is, they're
wrong. All of our expenses when we develop land
have to be passed on to the homeowner,” stated
David Werschay, a St. Cloud-based homebuilder
and owner of Werschay Homes. “This doesn't
help with any sort of affordable housing at all.”

The affordability crisis emerged as critical

in the committee discussion, where opposition

testimony highlighted concerns that the new
revenue tools sought by local governments would
drive a substantial increase in housing costs.

“This proposes a significant challenge to
getting more Minnesotans into homeowner-
ship,” said Matt Spellman, director of political
affairs for the Minnesota Realtors®. “The lack
of inventory is holding the market back. We en-
courage the legislature to resist imposing higher
costs for new construction, which in turn re-
sults in upward pressure on the cost of existing
properties."

The measure’s chief author, Rep. Sandra
Masin (DFL-Eagan), remained focused on the
needs of local governments in finding revenue
streams to fund road projects.

“As far as I know, cities are not for-profit en-
tities. Somebody has to pay for the roads. You
can do assessments. I can tell you doing assess-
ments, it’s not a fun activity at all,” Masin stated.

Rep. Jon Koznick (R-Lakeville), who
represents fast-growing Lakeville, was not
persuaded.

“Cities already have multiple options to fund
street improvements,” Koznick said.

Impact fees for more park money
Rep. Liz Boldon (DFL-Rochester) authored

HF 1350, legislation that would expand park
dedication fee authority to the cities of the first
class for redevelopment. The current park ded-
ication authority is written for the subdivision

process, which is traditionally utilized in new
housing or commercial developments.

While introducing the bill, Boldon noted the
importance of parks as a driving force behind the
impact fee expansion.

“The city of Rochester came to me with this
idea which I supported knowing how important
parks are in our communities. And 1 certainly
value them and have used them for a long time
with my family. We have seen over the course of
the last year how important parks have been in
our communities. This provision for parkland
dedication fees allows for those fees to be collect-
ed for redevelopment,” Boldon said.

The nature of collecting a park impact fee on
redeveloped land created confusion as the mea-
sure moved through the legislative process.

Rep. Duane Quam (R-Rochester) argued
against the bill in its current form.

“Pm not against the idea of parks and funding
them, but I'm against the out-of-control local
control. This language isn't ready for prime time,”
Quam said.

There is some precedent for cities of the first
class to gain park dedication authority in rede-
velopment projects. Minneapolis and St. Paul
have had the authority for several years, which
emerged as part of the discussion on HF 1350.

Rep. Eric Lucero (R-Dayton) referenced ex-
isting redevelopment authority and his concerns
about cities requiring park fees from redevelop-
ments where a park system already exists.

“The city of Minneapolis has been doubl-dip-
ping on redevelopment with park dedication
fees,” Lucero said. “And now we want to take this

Legislation was proposed during the 2021 session that
would expand park dedication fee authority.

terrible idea of allowing the city of Minneapolis
to double-dip and expand that out to more cities
of the first class?”

Final legislative action

After substantial discussion on the proposals,
the legislature did not bring either of the impact
fee measures up for a final vote, ending their
prospects for passage in 2021.

Quam summarized the impact fee debatein a
floor speech late in the session.

“The issue of affordability; we continually
hear in this chamber: housing affordability,” he
said. “Thhis would increase costs and make hous-
ing less affordable.”

Builders

FirstSource
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Committed To Your Success
Builders FirstSource (formerly
ProBuild) offers professional builders
a wide selection of building materials
for residential, multi-family and
commercial construction projects.
From foundation to the finishing

Your FirstSource For
Quality | Value | Service

touches, our diverse product
selection allows us to be your
building materials partner for every
step of the build.

We take pride in understanding your
budget and needs allowing us to
provide the absolute best service
from a team of experienced
professionals.

Call, stop in or begin online
at www.bldr.com.
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Homebuilders in the Twin Cities are struggling to keep $t. Cloud
pace with the ever-increasing demand for new housing as
first-time homebuyers continue to enter the homeowner-

ship market. T}%c Twin ('Zitie.s metro area recor.ded‘ a year- SOURCE:CITY OF 57.CLOWD Twin Cities
over-year 63% increase in single-family permits in June.
However, material shortages, regulatory fees and labor is- l 2 3 4 1
sues are making it harder than ever to build homes at an ,
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Northeast - 77 Employment Update
: Minnesota’s unemployment increased to 4.4% in June, according to the Minnesota
Regional Remodeling Market Indices, 2021 G2 : Department of Employment and Economic Development (DEED). This'is compared
SOURCE: NAHB \ : to the May unemployment rate of 3.7%.
The Overall Remodeling Market Index is calculated by averaging the Current Marketing Index and However, the naticnal unemployment rate also increased from 5.5% in March to 61%
the Future Market Indicators Index. Any number over 50 indicates that more remodelers view : in June. Construction in Minnesota recorded a 2% employment increase, or 2,724
remodeling market conditions as higher than the previous quarter. Results are seasonally adjusted. : jobs, since June 2020.
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7 Multifamily builder
confidence sees gains

Multifamily builders and developers
reported an increase in confidence in the
first quarter of 2021. According to the re-
sults from the Multifamily Market Survey
(MMS) released by the National Associa-
tion of Home Builders (NAHB), the Mul-
tifamily Production Index (MPI), which
measures developer and builder feelings
about current conditions in the multifamily
market on a scale from 0 to 100, increased
eight points from the previous quarter. This
marks the first time in seven quarters that
the MPI has been over 50.

“We continue to see strong demand
for rental housing, especially in the sub-
urbs,” said Justin MacDonald, chairman of
NAHB's Multifamily Council and presi-
dent and CEO of The MacDonald Com-
panies in Kerrville, Texas. “But an increase
in building material prices and difficulties
obtaining approvals remain significant
headwinds for the industry.”

The overall MPI is a weighted average
of three key elements of the multifamily
housing market: construction of low-rent
units—apartments that are supported by
low-income tax credits or other govern-
ment subsidy programs; market-rate rental
units—apartments that are built to be rent-
ed at the price the market will hold; and
for-sale units—condominiums. All three
of these sections saw increases this quarter.

The component measuring low-rent
units increased four points to 46, the
component measuring market-rate rental
units rose 6 points to 54 and the compo-
nent measuring for-sale units improved 13
points to 52.

The Multifamily Oceupancy Index
(MOI), which measures the multifami-
ly housing industry's reading of vacancies
in existing apartments, was reported at
59 in 20271’ first quarter which indicates
property managers are reporting increased
occupancy.

“The MPI reversed trend and rose
strongly in the second quarter of last year,
one quarter before a similar turn-around
in the multifamily housing starts data,”
said Robert Dietz, NAHB economist.
“Since then, multifamily starts have mir-
rored the MPI. The surge that we saw in
the MPI for the first quarter of 2021 co-
incides with a similar surge in multifamily
starts to a seasonally adjusted annual rate
of more than 450,000 units.”

The MMS is based on a quarterly sur-
vey of NAHB multifamily builders and
property managers. The survey is de-
signed to monitor market conditions for
multifamily production (starts) and mul-
tifamily rental occupancy in the current
versus preceding quarter as well as in the
next six months.

A new report by the National Association of Home Builders
(NAHB) shows more people are planning to buy in the near
future and more of those homebuyers are first-time buyers.
NAHB’s Housing Trends Report for the second quarter of
2021 reveals that after hitting a series low of 10% in the first
quarter of 2020, 17% of prospective homebuyers are planning
to buy a home in the next 12 months.

Of those prospective buyers in the survey, 64% are first-time
homebuyers, which is the highest share in the survey’s history.
Millennials made up the largest share of the respondents who
were planning to buy in the near future, at 29% of the prospec-
tive buyer pool, up from 19% just a year ago.

“The value of homeownership has never been greater as ev-
idenced by the increase in active buyers this year,” said Chuck
Fowke, NAHB chairman and a custom homebuilder from
Tampa, Florida. “Homebuilders are eager to meet this demand
but are hamstrung by high lumber costs. Policymakers must
seek out solutions to resolve the lumber price problem to help
more families achieve the American dream.”

According to NAHB, soaring lumber prices have tripled over
the past 12 months and have caused the price of an average new
single-family home to increase by $35,872.

These prospective buyers are not naive to how challenging
the current housing market is right now. Buyers affordability
expectations have worsened since the end of 2020, with 71% of
homebuyers reporting that they could afford less than half of
the homes on the market.

Homebuyers also say that their time spent searching has
grown in the past few months, with 66% of those actively
searching reporting that the purchase process has taken longer
than three months.

While "being outbid by other offers" grew steadily as a pri-
mary roadblock for long-time searchers, unfortunately even
finding a home they can afford to bid on was the most common

SIGN UP TO BE A PART OF THE HOUSING MOVEMENT + HOUSINGINDUSTRYNEWS.ORG
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According to NAHB's Housing Trends Report for the second quarter of 2021, 17% of prospective homebuyers are planning to buy a home in the next 12 months.

reason active buyers couldn'’t pull the trigger, with 39% of buy-
ers citing this reason.

Despite these challenges, only 20% of prospective buyers plan
to give up their home search until next year, with the majority

of buyers saying they will either expand their search to find
a home or continue looking for the "right" home in preferred
location—a testament to the overall desire for homeownership
and the benefits that come with it.
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Local builder improves homes within the community

This summer, Creative Homes employ-
ees were excited to continue their ongoing
charitable work at their annual project day
with Hearts and Hammers, a Twin Cities
nonprofit that restores and preserves the
exterior of deteriorating homes.

Nick Hackworthy, president and
CEO of Creative Homes, has been in-
volved with Hearts and Hammers since
his childhood and developed a passion
for the organization. Hackworthy want-
ed to continue his involvement when he
established Creative Homes.

Every year, Creative Homes employ-
ees team up with their trade partners and
families to spend a day together working
to make the exterior of a home weath-
erproof, safe, refreshed and beautiful.
The homeowners are senior citizens,
low-income families, veterans or dis-
abled individuals in. our metro commu-
nity. The volunteer work done by Hearts
and Hammers often allows them to re-
main in their homes and continue living
independently.

Hearts and Hammers manages the
project from beginning to end, alleviating
any stress for the homeowners while still
making them feel like theyre a part of
the process. The homeowner gets to pick
the paint color and explain the work they
want to be completed before watching
the work get underway. Creative Homes
employees painted, landscaped, cleaned
the yard and assisted with exterior home
repairs knowing their hard work would
make-alasting impact en both the home-
owners and the community they live in.

“We believe everyone deserves to have
a safe and well-maintained home, and we
are honored to use our expertise to help
make that happen,” said Hackworthy.
“Overall, it is a fun event that we look
forward to each year! It’s always fun to
bring everyone together and spend the
day doing something good for others.”

Vujovich transforms home
to create accessible spaces

When it comes to its relationships with clients, Twin Cities' remodeling company Vujovich
Design Build prides itself on creating meaningful, long-lasting connections with the people for
which they build and remodel. This rings true in their volunteer work as well. Six-year-old Levi
Dahl was born with a severe case of Arthrogryposis Multiplex Congenita, causing him to suffer
multiple joint contractures throughout his body. Dahl’s mobility is limited; he’s only capable of
moving his head and few fingers, so he uses a powered wheelchair to get around.

Vujovich first connected with the Dahl family several years ago through a National Asso-
ciation of the Remodeling Industry (NARI) Cares project and partnered with about 20 other
companies to transform the Dahl’s home, particularly the family gathering spaces, to be acces-
sible. The project included reframing the new floor height, moving all electrical and replacing
windows and doors to meet code. The spaces were then finished with an updated trim package,
new tile, new light fixtures and a fireplace. The new raised floors now tie into the rest of the
main-floor areas allowing easier access to the dining room.

This year, Vujovich partnered with the family again. Vujovich designed and remodeled the
family’s deck and added a ramp. Now Dahl has the flexibility to exit the home through the front
door or the back door, and he has a direct ramp into the backyard.

“We can't even begin to thank you enough for how you continue to provide our family with
adaptations that enhance our family's daily life,” said the family. “If Levi's smile is any indication,

Vujovich designed and remodeled a deck to give a family’s son the flexibility to exit the home through the front h . . . . .. -
do:)r Srthc bgack T * i % ) he is beyond thrilled with his new ramp and the increased freedoms this gives him.
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Seven family recovery apartment units are being converted for Avivo to provide safe, stable housing where mothers can live with their children as they go through recovery.

Apartment renovations for women in recovery near the finish line

Despite setbacks and delays stemming from the global pan-
demic, seven Minneapolis apartment units are ready or nearly
ready to become safe, stable housing where mothers can live
with their children as they go through recovery at Avivo.

The Housing First Minnesota Foundation began reno-
vating an apartment building owned by Avivo at the start of
2020 by taking on one of the basement units. With the help
of build partners Mega Remodel and Cardinal Homebuilders,
that unit was finished in late March.

“The apartment was being lived in when we came on
board, but it was at the point that it no longer could be. So,
we walked the unit a couple times and we knew it was going

to be a big project, but we had no idea,” said Meg Jaeger of
Mega Remodel.

A year after completing that first unit, renovations started
on the remaining six apartment units. Plekkenpol Builders,
The Kingdom Builders and John Kraemer & Sons took on
these remaining units.

“Those units were all stripped down to the studs and the
floors were ripped up. All the windows needed to be replaced,”
said Paul LeGrand of Plekkenpol Builders. “We were really
attached to the cause. Who hasn’t been touched by addiction
in some way? Whether it's yourself, a family member or a
neighbor, we are all impacted by it.”

The apartments were all converted to better suit the wom-
en who will be living in them with additional bedrooms and
more functional spaces for families.

“It’'s a whole different type of project than just remodeling
for a client. In this case, when you know the women who are
living here are already fighting a big battle, and we get to be
a part of making their lives a little bit easier, that’s been the
most rewarding,” said Jaeger.

This is the second apartment building the Housing First
Minnesota Foundation has renovated for Avivo. This part-
nership has helped Avivo provide critical housing for women
who are going through treatment.

Your Project Partner

We offer many benefits to our professional customers:
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Pulte raises a new
record on the course

Golfers hit the course for a good cause during the 11th annual Pulte Homes
Charity Golf Tournament at Dwan Golf Course in Bloomington this July.
This year their charitable golf tournament raised over $33,000, a new record.

The money raised will support the Housing First Minnesota Foundation in
its efforts to build housing for homeless Minnesotans.

Real Estate Law at Every Level

Larkin Hoffman has been a preeminent land use and real estate law firm for more than 60
years. The cost of developing new housing in Minnesota has sky-rocketed for a variety of
reasons, but a big factor has been the refusal of cities to rein in their development fees and
to be more supportive of “starter home” construction standards. We routinely advise clients
on the best way forward when dealing with a city that refuses to adhere to legal requirements
or are unwilling to consider modifications to their restrictive development standards to drive
down the cost of new housing. We’d be please to consult with you on your next development.

_ -
Larkjn H()Jfﬁnan Peter Coyle | pooyicmlarkintioffiman.com | 9525962214
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A quick recap of housing news and development updates

MINNESOTA HOUSING

SOURCE: MN HOUSING FINANCE AGENCY

Rental assistance
slow to get out the door

The federal government has sent hundreds of millions
of dollars to the State of Minnesota to assist renters that
are behind on their payments. As of the end of July, less
than $27 million in assistance had been sent to Minneso~-
tans, despite having nearly $200 million in applications.
These numbers are updated frequently on the dashboard
on www.mnhousing.gov.

STAY INFORMED WITH THE
LATESTHOUSING NEWS

SOURCE: STAR TRIBUNE

Public housing high-rises
required to add sprinklers

In November 2019, five people lost their lives in a fire

“in the Cedar High apartments in Minneapolis. Since then,

legislators have been advocating for the addition of sprin-
klers to older residential towers. Legislators passed and
Gov. Walz signed a bill during the first 2021 special session
that will require public housing agencies in Minnesota to
add sprinklers to many high-rise buildings by 2033. Leg-
islators and the agencies are asking for additional resources
from the federal government to make this happen.

SCHWIETERS

BUILDING SUPPLY
= CONSTRUCTION, INC.

SOURCE: PLYMQUTH CITY HALL

Hollydale development
gets approved

After months of back and forth between the city of
Plymouth, developers and vocal neighbors, over 200
homes have been approved to fill what was once the Hol-
lydale Golf Course. The City Council yielded to a local
NIMBY group voting the project down last November.
That prompted a lawsuit challenging the decision. Since
then, the plans have been adjusted to allow for fewer, more
expensive homes.
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Xcel Energy’s FastApp tool helps speed
up your natural gas hookup. It gives you
access to dedicated professionals, cost-
effective designs and in-project timelines.
Plus you'll alwayshave a single-point contact
with our construction team.

For more info, visit xcelenergy.com/Builders
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Lyman Companies are Minnesota’s leading resource for your interior and exterior
building product needs. We specialize in what we know and love, which means
lYM AN [:DMP AMIES we understand your business inside and out. Whether your project is residential,
commercial, multi-family or remodeling, we offer the products and services you
EST. 1897 need to get the job done right.

o Cabinets » Roofing ® Decking o Windows » Stairs * Trusses
 Countertops ® Siding =« Railing » Doors & Moulding & Millwork o Building Materials

LYMAN LUMBER meamﬁsas&m mau._ ELEVATIONS
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MILLWORK & CABINETRY B’V

LymanCompanies.com
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