SWLRT Corridor

Creation of Affordable Housing
& Preservation of NOAH
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SWLRT Housing Committee

* Initiated meetings in May 2012

 Comprised of staff from all six corridor cities, Hennepin
County, Family Housing Fund, Twin Cities LISC, Minnesota
Housing, Metropolitan Council, the Southwest Corridor
Project Office and ULI-Minnesota.

e Goal — Provide a full Range of Housing Choices Along the
Corridor

/// St. Louis Park
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SWLRT Housing Committee
Accomplishments

e Corridor wide Housing Inventory — Maxfield Research

* GAPS Analysis — Marquette Advisors

e Catalyst for launching the Inclusionary Housing Policy
work sessions

e Led to the creation of Mixed Income Calculator
e Drafted SWLRT Corridor Housing Strategy

/// St. Louis Park
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Preservation NOAH

2015 - Crossroads project in Richfield generates concern for
preservation of existing Naturally Occurring Affordable
Housing (NOAH)

* The largest source of affordable housing
* 74% of all affordable units are unsubsidized
167,100 unsubsidized NOAH units in metro area

/// St. Louis Park



Naturally Occurring Affordable Housing

e Class B/C buildings

* Built between 1940 and 1990

 Typically $550-$1,300/month rents

» Affordable to families at or below 60% AMI

e Units are unsubsidized

/// St. Louis Park
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Key Factors Causing the Loss of NOAH

 Higher rental demand due to shift from homeownership to rental
since recession

e Rents are increasing faster than incomes

e Metro area losing affordable housing faster than new affordable
housing can be developed

 National investors acquiring NOAH properties, rehabbing and
raising rents

 Families struggle to secure affordable apartments with vacancies at
3% .
M 3t Louis Park
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Local Response

e Housing Justice Center Drafted List of NOAH Preservation
Strategies and Tools - Advocates/Agencies encourage local
adoption

 SWLRT Housing Committee transitions focus to
implementation of strategies /tools

e Local Communities explore NOAH preservation
strategies/tools [/ St- Louis Park
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Local Initiatives

e Greater MN Housing Fund established the NOAH Impact
Fund to assist preservation buyers with acquisition of NOAH
properties.

* Minneapolis adopted the Non-discrimination of Sec 8 and
facilitated meetings to focus on “Advance Notice of Sale”
strategy

 ULI MN facilitated meetings: NOAH Preservation
Strategies/Tools - opportunity to work together

/// St. Louis Park



NOAH Preservation Meetings

* Attendees: Local cities interested in exploring the
effectiveness and feasibility of implementing NOAH
preservation policies

Other Participants: County, Housing Advocates, Met
Council, State, Family Housing Fund, ULI MN

/// St. Louis Park
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Goals of NOAH Preservation

* Preserve properties at risk of losing affordability

* Prevent displacement of low income families

/// St. Louis Park



Preservation Policies/Strategies Focus

1. Advance Notice of Sale
2. Non-Renewal for Cause

3. Non-discrimination based on the use of Housing
Choice Vouchers or other rent subsidies

4. Financing for rehab of multi-family developments
in exchange for rent restrictions.

/// St. Louis Park



Advance Notice of Sale Policy

e Owners of NOAH residential rental properties would provide
advance notice to the city prior to entering into a purchase
agreement to sell the property

/// St. Louis Park
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Purpose

* Provide the city with information about the sale of
NOAH properties to support strategies to preserve the
affordability of these properties.

 City would use the notification information to inform
preservation buyers of an impending sale of a possible

NOAH property. JJ/ St Louis Park



e Intent is not to interrupt a pending sale but to provide
notice to the city and an opportunity to possibly engage
a preservation buyer

e Simple transfers with basically the same ownership, sales
between family members or sales between property
owners of the development would be exempt

/// St. Louis Park



Policy Questions

e Should this only apply to NOAH properties?
e Should this only apply to properties of a certain size?
e How long should the notice period be?

Goal: provide enough time to allow a preservation buyer to
evaluate the property and introduce themselves a

legitimate buyer (if appropriate) but not so lengthy that the
policy significantly encumbers the owner’s right to sell their

property /// St. Louis Park
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Rental Community Concerns

e Properties close faster than 90 days

e Public notice of intent to sell will drive prices up

e Creates more competition for Preservation Buyers

e Only NOAH properties — not fair/they’re doing the right thing now
 Owners will raise rents so they are not considered a NOAH property
e Are there Preservation Buyers for these properties

/// St. Louis Park
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Non-Renewal for Cause Policy

e Establish a standard incorporated into leases requiring
landlords to only evict, terminate or non-renew a lease for

good cause.

e Currently, MN state law does not require landlords to
provide justification when terminating a tenancy at the end
of a lease term. Only required for filing an eviction action.
This policy would prevent non-renewals at the end of a lease

term.
/// St. Louis Park



Non-Renewal for Cause Policy

e Lease terms can still be month-to-month or a longer term.
* Leases can still be terminated for just cause.

* Policy would not limit the landlord from implementing a rent
increase at the time of lease renew.

/// St. Louis Park
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Just Cause Non-Renewal

The landlord would still be able to non-renew a lease for tenancy for
just cause including:

 Nonpayment of rent

* Repeated late payment of rent

e Creating a nuisance or conducting illegal acts within the premises
e Causing damage to the property

* Material breach of lease

* Repeated breach of lease

* |llegally subletting ///St. Louis Park
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Just Cause Non-Renewal

e Refusing to provide landlord access for repair

e Removal of unit from market:
 Demolition of the unit
* Permanent removal from rental housing use

* Major renovation, uninhabitable for > 30 days
e Conversion of unit to owner's residence
* Crime Free addendum violations

/// St. Louis Park



Rental Owner Concerns

* Will result in more evictions being filed — not good for
tenants or owners

e Taking away a management tool to deal with problem
tenants

* Crime Free Training promotes using Non-Renewals as a way
to handle problem tenants

e Screening criteria will be more restrictive — less likely to take
a chance on applicants

e Existing owners don’t want turnover [/ St- Louis Park

MINNESOTA



Funding to Assist Rehab in Exchange for Rent

Restricted Units

* Program would provide attractive financing to multifamily
property owners for rehab or major capital improvements.

* Program would be designed to encourage investments in
multifamily properties in exchange for a commitment to
maintain affordable units.

e Could be coordinated with the 4d tax reduction?

/// St. Louis Park



Nondiscrimination Based on Housing

Assistance

e Owners/landlords would not be allowed to discriminate against

applicants based on status with regard to public assistance or any
requirement of a public assistance program.

e Although landlord participation in the Section 8 Housing Choice
Voucher program is generally considered voluntary, a number of local
and state jurisdictions have adopted laws that prohibit excluding

applicants simply because they use a rent subsidy (often referred to as
source of income discrimination).
M 3t Louis Park




Nondiscrimination Based on Housing

Assistance

* Minneapolis recently adopted an amendment to their Civil
Rights ordinance that prohibits landlords from having a
blanket prohibition against renting to Housing Choice
Vouchers (Section 8) holders or other housing assistance.

 Policy is currently being challenged in the courts

/// St. Louis Park



Nondiscrimination Based on Public Housing

Assistance

e Landlords would still screen applicants

e Charge security deposits

e Use their own lease — month to month leases allowed
* Not required to change the rent charged

e Can terminate a lease if tenant is not lease compliant
* Implement rent increases with 60 day notice

/// St. Louis Park



Rental Owner Concerns

 Program administration is burdensome

e Can’t leave unit vacant for HQS inspection

e Can’t non-renew/evict problem residents

* Will increase rents above eligible rent levels
e Voluntary program

/// St. Louis Park
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St. Louis Park

e Met with council multiple times/ recently reviewed
draft ordinance for Advance Notice of Sale

e Held 2 informational meetings with owners/landlords
to get their input

e Convened Owner/Advocate Workgroup to review
problem and explore strategies and tools - determine
if there is any middle ground

/// St. Louis Park



Minneapolis

 Minneapolis continues to work on implementation of
Advance Notice of Sale

* CMs Goodman and Glidden gave notice of intent to
introduce an ordinance requiring advance notice of sale of
multiple-family dwellings on 5/26

/// St. Louis Park
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