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Ms. Karen Skepper
Anoka County HRA
2100 3" Avenue

Anoka, MN 55303

Dear Ms. Skepper:

Attached is our report A Market Feasibility Study for Active Adult Senior Housing and Affordable
General Occupancy Housing in St. Francis, Minnesota. Based on an analysis of demographic
trends and an analysis of the current and proposed supply of active adult senior housing and af-
fordable general occupancy affordable housing, we find that demand exists for 22 market rate
owner-occupied active adult units, 28 market rate active adult rental units, 43 affordable active
adult units, and 45-49 affordable general occupancy rental units by 2017.

We recommend building either affordable active adult or affordable general occupancy rental
units due to the greatest demand and lack of competitive properties. We estimate that approx-
imately 35% of the affordahle active adult units would be pre-leased (14 units) with the remain-
ing units leasing at a rate of between 4 and 5 units per month, with stabilized occupancy (95%)
reached within 5 to 6 months of opening. For the affordable general occupancy units, we pro-
ject that approximately 45% of the units would be pre-leased (20 to 22 units) with the remain-
ing units leasing at a rate of between 5 and 6 units per month, with stabilized occupancy (95%)
reached within 4 to 5 months of opening.

We have enjoyed performing this study for you and are available if you need additional infor-
mation.

Sincerely,

MAXFIELD RESEARCH INC.

Py K‘Qf*f“ il D

Mary Bujold Amanda Janzen
President Research Analyst
Attachment

612-338-0012 (fax) 612-904-7979
1221 Nicollet Mall, Suite 218, Minneapolis, MN 55403
www.maxfieldresearch.com
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PURPOSE AND SCOPE OF STUDY

Study Purpose

Maxfield Research Inc. was engaged by Anoka County Housing and Redevelopment Authority
(HRA) to complete a market feasibility study for market rate active adult senior housing, afford-
able active adult senior housing, and/or affordable general occupancy rental housing to be lo-
cated at 3518 Bridge Street, immediately east of the Rum River in St. Francis, Minnesota.

Scope of Services

The scope of this study includes an evaluation of the subject Site, a demographic review includ-
ing population and household growth trends, age distribution trends, household incomes, ten-
ure by age of householder, and a survey of active adult senior and affordable general occupan-
cy rental developments in the Primary Market Area. Maxfield Research Inc. also inventories
pending developments in the Primary Market Area and provides a calculation of demand for
additional active adult senior housing and affordable general occupancy rental housing. We
provide recommendations for an appropriate development concept for the property based on
the type of housing with the greatest demand.

This report includes both primary and secondary research. Primary research includes inter-
views with rental property managers, city staff and other housing professionals. All of the in-
formation on competitive rental housing projects and pending rental housing developments
was gathered by Maxfield Research Inc. and is accurate to the best of our knowledge. Second-
ary research is credited to the source when used. This study utilizes secondary data from the
sources listed below. Secondary research is always used as a basis for analysis and is carefully
reviewed in light of other factors that may impact projections.

U.S. Census Bureau

ESRI

Minnesota Department of Employment and Economic Development
Metropolitan Council

Minnesota Demographic Center

O 0O 0 0 ©
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SITE LOCATION AND ANALYSIS

Site Location and Surrounding Land Uses

The subject Site is located south of Bridge Street and East of the Rum River at 3518 Bridge
Street in St. Francis, Minnesota. The parcel is approximately 5.1 acres and currently has a gar-
age located on site, which would be demolished. The following summarizes the land uses that
surround the subject Site.

North: The St. Francis Branch Library and a farmstead that also sells antiques.

East: Casey’s General Store Gas Station. Further east is the St. Francis High School.
South: Single-family homes and wooded areas.

West: The Rum River. Across the Rum River is Downtown St. Francis with businesses in-
cluding Rum River Inn, St. Francis True Value Hardware, Bridge Street Market, Subway, St.
Francis Dental Care, etc.

e e o @

The following photos and map show the Site’s location in St. Francis. Maxfield Research Inc.
visited the Site on September 7, 2012,

View of St. Francis Library nrth of subjct Site. View of farmstead north of subject Site.

MAXFIELD RESEARCH INC.



SITE LOCATION AND ANALYSIS
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View of single-family homes near 229" Lane NW and Quay View of Bridge Street looking West of subject Site.

View of Woodbury Park located west of Rum River.

View of Rum River located west of subject Site,
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SITE LOCATION AND ANALYSIS

Access and Visibility

Primary access to the subject Site will be Bridge Street, a main east-west thoroughfare in the
City. The subject Site is located approximately one mile east of Highway 47 that travels through
Nowthen, Ramsey, Anoka, and Coon Rapids.

According to the most recent information available (2011) from the Minnesota Department of
Transportation (MNDOT), the segment of Bridge Street west of the subject Site to Ambassador
Boulevard experienced a daily traffic volume of 9,400 trips per day. Bridge Street, east of the

subject Site to Rum River Boulevard experienced a daily traffic volume of 10,800 trips per day.
Sufficient traffic in the immediate area is available to facilitate awareness of the development.

Finally, visibility will be excellent for motorists and pedestrians. The subject Site has direct
frontage on Bridge Street providing unobstructed views. Its close proximity to the Rum River
and the Downtown also provides greater exposure.

Proximity to Area Retail and Services
Potential residents on the subject Site will have convenient access to retail goods and services.

Downtown St. Francis is located just west of the Rum River and includes goods and services
such as Rum River Inn, St. Francis True Value Hardware, Bridge Street Market, Subway, St. Fran-
cis Dental Care, etc.

The main commercial area in St. Francis is located along Highway 47 and Pederson Drive and is
anchored by County Market grocery store. Other retailers in the area include McDonald’s,
Credit Union St. Francis, Verizon Wireless, Dominos, Totally Tan, Great Clips, Dollar Plus, etc.

For more extensive retail needs, Riverdale Village, a major regional shopping center, is located
in Coon Rapids approximately 13 miles south of the subject Site. Anchor tenants include Tar-
get, Rainbow Foods, Home Depot, JCPenney, Costco, Menards, Best Buy, Sears, Old Navy, Kohls,
Cub Foods and Walmart.

The subject Site is also located within one mile of area schools, a key factor that has attracted
current residents to the community. It is also located immediately east of the Rum River North
County Park Trail Access.

MAXFIELD RESEARCH INC. 4



SITE LOCATION AND ANALYSIS
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SITE LOCATION AND ANALYSIS

Appropriateness of Site for Senior or General Occupancy Rental Housing

Based on our analysis of the community orientation and layout of the subject Site, we identified
key characteristics and classified them as strengths and weaknesses for senior and general oc-
cupancy rental housing:

Rental Housing - Strengths

¢ Convenient access to neighborhood goods and services in Downtown St. Francis as well as
the commercial district near Highway 47.

e Scenic views of the Rum River to the west.

¢ The City of St. Francis has a small-town feel and is located within a reasonable distance from
employment, either in St. Francis or closer in the Metro Area.

¢ Limited supply of newer rental properties in the area.

Rental Housing — Weaknesses

« Potential noise, odor, and traffic coming from the Casey’s General Store gas station located
immediately east of the subject Site;

« Potential for noise and odor and delay from traffic congestion along Bridge Street.

MAXFIELD RESEARCH INC. 6



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

Primary Market Area Definition

The draw area (herein referred to as the Primary Market Area) for senior and general occupan-
cy rental housing in St. Francis was determined based on our analysis of the subject Site’s ac-
cessibility and visibility, characteristics of the surrounding area, community orientation, renter
leasing patterns, geographic and man made boundaries and our experience in housing feasibil-
ity. The primary draw or Primary Market Area (otherwise referred to as the “PMA”) for both
product categories, includes the Cities of St. Francis, Bethel, Nowthen and Oak Grove as well as
the Township of Stanford.

We estimate that this PMA will constitute 80% of the PMA’s support for senior housing and
70% for general occupancy rental housing. A portion of the demand for housing products on
the subject Site will come from outside the defined PMA. In the case for senior housing, these
individuals will include persons currently residing just outside the PMA who have an orientation
to the area (i.e. church, doctor, etc.); persons who once resided in the area that desire to move
back to be near friends and family, as well as parents of adult children living in the PMA. In the
case of rental housing, it will include people who are working but not living in the area, those
who will move to the area because of product that meets their needs and those working just
outside of the PMA who find the location and product type attractive.

A map of the PMA is located on the following page.

The following sections present our analysis for senior housing and then general occupancy
rental housing.

MAXFIELD RESEARCH INC. 7



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING
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DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

Older Adult (Age 55+) Population and Household Trends

Table 1 shows the age distribution of people and households age 55 and older in the PMA. His-
torical information for 2000 and 2010 is supplied by the U.S. Census Bureau. Estimates for 2012
and projections through 2017 were based on demographic information supplied by ESRI (na-
tional demographics service provider) and the Metropolitan Council along with the Minnesota
Demographic Center for Stanford Township in Isanti County. Maxfield Research Inc. adjusted
projections from the Metropolitan Council and Minnesota Demographic Center downward
based on the slowdown in the housing market due to the recession.

e Asof 2010, the PMA totaled 22,425 people and 7,695 households. The older adult and sen-
ior population (age 55+) comprised 18.8% of the total population and 32.1% of the total
households in the PMA.

e The 55+ population experienced more rapid population growth between 2000 and 2010
than the PMA as a whole. Between 2000 and 2010, the PMA population age 55+ increased
by +2,164 (+103.6%) and +1,206 households (+95.1%).

TABLE1
55+ POPULATION & HOUSEHOLD AGE DISTRIBUTION
PRIMARY MARKET AREA

2000-2017
POPULATION |
Age 2000-2010
S5to64 ,324 < 1167  88.1%
65t069 |  31f 74 | 427 1356%| |
70to 74 : 280  145.8%
75079 ‘ | 267 i 126 89.4%|
80 to 84 78 111.4%
85+ ‘ ‘ 03f | 56 117%
Total 55+ 08¢ 1222 4,252) 4,958 _103.6%
Totales+ | 764] | 1,731) | 1743] | 2182| |  126.6%| |
Total 75+ 257 517 521 651 260  101.2% 130 25.0%
Tot. Pop. 17,888 22,425 22,585 24,666 4,537 25.4% 2,081 9.2%
HOUSEHOLDS |

Age 2000-2010 2012-2017
55 to 64 237  16.8%
65t074 8  315%
75 + 126  38.8%
Total55+ | 1, 2474l [ 249
Total 65+ 1,082 364  33.6%
Total 75+ | - 324 | 4 147  84.0% 126 388%
Tot. HH 5,814 7,695] [ 7,745] [T 1,881 32.4%] | 894  11.5%

Sources: U.S. Census Bureau; ESRI; Maxfield Research Inc.

MAXFIELD RESEARCH INC. 9



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

s Projected forward, the older adult and senior population is anticipated to grow through 2017.
Between 2012 and 2017, the PMA’s older adult and senior population is projected to add 705
people (+16.6%) and 671 households (26.9%).

e The target market for active adult housing varies somewhat by age. Typically, older adult
households (55 to 64) often prefer to continue to own their housing yet want more conven-
iences in their living arrangements and less outdoor and exterior maintenance. As seniors
age, a larger proportion consider senior housing alternatives such as rental, condominiums or
cooperatives. This trend is shown later in the household tenure information. Between 2012
and 2017, the PMA population age 55 to 64 is projected to increase by +266 people (+10.6%).

e Representing the leading edge of the baby boom population, growth among the 55 to 64 age
cohort is likely to impact the demand for active adult housing, but we project, only modestly.
A more direct impact will be felt from those ages 65 to 74, many of which are likely to consid-
er more convenient lifestyle options to their single-family homes. Seniors age 75+ are also a
market for active adult housing, but a portion of the oldest elderly typically prefers housing
with services. Between 2012 and 2017, the PMA population age 65 to 74 is projected to in-
crease by +309 people (+25.3%) and those 75+ are projected to increase by +651 people
(+25.0%).

Older Adult and Senior Household Incomes

Table 2 provides data on incomes for older adult and senior households in the PMA in 2012 and
2017 based on information provided by ESRI. It is important to note that the data does not ac-
count for the asset base of senior households or supplemental income that a senior household
could gain from the proceeds of the sale of a home or from contributions from family members.
This data helps determine demand for senior housing based on the size of the market at specif-
ic income levels. This data is incorporated into our demand calculations, which are presented
in a following section.

The frailer the senior, the greater the proportion of their income they will typically spend on
housing and services. Studies have shown that seniors are willing to pay increasing proportions
of their incomes on housing with services, beginning with an income allocation of 40% to 50%
for market rate adult senior housing with little or no services, increasing to 65% for congregate
(independent with some services) and to 80% to 90% or more for assisted living and memory
care housing. Seniors also often use the proceeds from the sales of their homes, as well as fi-
nancial assistance from their adult children, as supplemental income in order to afford senior
housing alternatives. Those at the highest level of care will often spend down assets to avoid
nursing home placement.

MAXFIELD RESEARCH INC. 10



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

TABLE 2
OLDER ADULT INCOME DISTRIBUTION
PRIMARY MARKET AREA
2012 & 2017

Total 65+

I .
Under $15,000 I
$15,000624999 |
$25,000-534,999
[$35,000-549,999
$50,000-$74,999
$75,000-$99,999
SlO0,000 or more

Total

Median Income

Under 515 000
$15,000-$24,999
$25,000-$34,999
$35,000-549,999
$50,000-574,999
$75,000-$99,999
$100 000 or more
Total

Median Income

Change 2012-2017

65-74 75+
; _Pct. "No. Pl No.  Pct N .

Under $15, 000 -50.0 7 15.6 14 77.8 21 33.3
$15,000-$24,999 53 -10 -115] | 4 50 . 11 8.4
$25,000-$34,999 -315 17 13.9 1 1.9 14 8.3
$35,000-$49,999 -6.4 20 95l ) HibE e s
$50,000-$74,999 13.2 92 57.1 16 72.7 108 59.0
$75,000-$99,999 23.2 40 60.6 27 87.1 67 691
$100,000 or more 55.6 86 128.4 73 155.3 159 139.5
Total 207l [ 252 333l || 129 @ 398 377 349

I
Median Income s1704¢4  2a3| | 6723  153] | $1056a

Sources: ESRI; Maxfield Research Inc.

$7640 181
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DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

In 2012, the median income for all age 65+ households in the PMA was $42,261. Within this
age group, the median incomes for households between the ages of 65 and 74 and 75+
were $43,915 and $37,399, respectively. The higher median income for younger senior
households (age 65 to 74) compared to older seniors (age 75+) is primarily due to the fact
that a higher proportion of younger seniors is married and more likely to have two pen-
sions, along with the fact that many younger seniors continue to have income-producing
employment.

The target market for active adult senior housing is typically senior households age 65+ with
incomes of at least $35,000 (plus some senior homeowners with incomes of at least
$25,000). Older adults, ages 55 to 64, may also move to active adult housing, but overall,
they usually account for a small portion of the demand depending on the type of housing
product developed. As of 2012, there were approximately 677 senior households age 65+
in the PMA with incomes of at least $35,000, or about 62.6% of all 65+ households.

This study also considers the portion of senior households that cannot afford market rate
senior housing alternatives. The target market for affordable senior housing is senior
households with incomes below 60% Area Median Income (AMI). Based on the Anoka
County AMI, the following are current income-restrictions at 60% AMI:

2012 Income Limits by Household Size

Pct of AMI 1P 2P 3P 4P
60% $35,280 $40,320 $45,360  $50,340

After adjusting for typical household sizes, approximately 4,095 households age 65+ earn
$40,000 or less, or about 50.0% of all 65+ households. A portion of these individuals, how-
ever, would not be able to afford the contract rent prices associated with the proposed de-
velopment. Based on the recommended pricing for a one-bedroom unit (see Table 23), a
household would have to earn about $27,450 to afford monthly rents of $800, if they are
willing to allocate 35% of their adjusted gross income. Thus, the more specific target mar-
ket would be renter households that earn an estimated $27,450 to $40,000 annually. There
are approximately 224 households {20.7%) age 65+ earning between $27,450 and $40,000
in 2012.

Older Adult and Senior Household Tenure

Table 3 shows the number of older adult and senior households that owned and rented their

housing in the PMA in 2000 and 2010. Data from 2000 and 2010 is from the U.S. Census. This

information aids in quantifying the number of households that may still have homes to sell and
could potentially supplement their incomes from the sales of their homes to cover the costs as-
sociated with either purchasing a new residence or using the income derived to support a rent-

MAXFIELD RESEARCH INC. 12



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

al format. Additionally, the information provides insight into the propensity of seniors to rent
instead of own their housing.

« Typically, homeownership declines as households age. In 2010, homeownership rates re-
mained high in older adult and younger senior household groups, with 96% among house-
holds age 55 to 64 and 95% among households age 65 to 74.

¢ Asseniors age, they may no longer desire or be able to maintain their single-family homes.
They may prefer to move to housing that offers greater freedom from maintenance and/or
has supportive services. The decline in homeownership between the 65 to 74 and 75+ age
cohorts indicates that PMA seniors begin to consider moving into senior housing alterna-
tives in their mid-70s.

TABLE 3
OLDER ADULT HOUSEHOLD TENURE
PRIMARY MARKET AREA
2000 & 2010

[ Age of Householder

55-64 65-74 75+ Total 65+
Oown Rent Own Rent Own Rent Own Rent
2010
No. of Households 1,345 54 712 a1 284 38 996 79
Homeownership Rate 96% 95% 88% 93%

No. of Households 751 21 303 16 147 20 450 36
Homeownership Rate 97% 95% 88% 93%

Change 2010 - 2000
No. of Households 594 33 409 25 137 18 546 43
Homeownership Rate 44% 61% 57% 61% 48% 47% 55% 54%

Sources: U.S. Census Bureau, Maxfield Research Inc.

o With homeownership rates of 93% for all households over the age of 65, a sizeable portion
of residents would be able to use the proceeds from the sales of their homes toward
purchasing an equal or lower cost alternative such as a cooperative or condominium.
Additionally, residents could use the proceeds from resales of their single-family homes
toward a rental format. A greater proportion of seniors could qualify for market rate
housing products, since equity from the home sale could be used as supplemental income
for alternative housing.

MAXFIELD RESEARCH INC. 13



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

Home Resale Values

Table 4 presents residential sales data for single-family homes (built before 1997) for the City of
St. Francis and the Remainder of the PMA from the Regional Multiple Listing Service of Minne-
sota. The data is presented from 2006 through August 31, 2012. This data is useful in that it
represents the amount of equity seniors may be able to derive from the sales of their homes
that could be used to cover the cost of senior housing alternatives. We exclude newer homes,
since most seniors have lived in their homes for about 15 years or more.

o Asofthe end of August 2012, the average sales price of a single-family home built before
1997 in St. Francis was $99,887 and the median price was $106,000. It should be noted that
median sale prices are generally a more accurate portrayal of home equity since average
figures can be skewed by a few very high- or low-priced homes. Sale prices in St. Francis are
lower than the Remainder of the PMA. The median sale price in St. Francis in 2012 is
$106,000 compared to $141,000 in the Remainder of the PMA.

« Consistent with housing conditions across the Nation, home values have depreciated in St.
Francis and the Remainder of the PMA due to the slow down in the housing market and
economy. From 2006 to 2012, the median sales price in St. Francis decreased -13.1% and in
the Remainder of the PMA decreased -11.6%.

¢ The Cumulative Days on Market (CDOM) differs from Days on Market (DOM) by keeping a
running tally of the DOM for a property for any listing of that property that occurs within
one year of a listing of that same property. Data from the MLS was incomplete regarding
CDOM in 2006 as many listings were missing the information.

« Based on the 2012 year-to-date median resale value of homes built before 1997 in St. Fran-
cis {$106,000), a senior household could generate approximately $1,995 of additional in-
come annually (about $166 per month), if they invested in an income-producing account
(2.0% interest rate) after accounting for marketing costs and/or real estate commissions
(6.0% of home sale price).

¢ Residents living in the Remainder of the PMA will generate slightly higher additional reve-
nue because the median resale value is higher than in St. Francis. Based on the 2012 year-
to-date median resale value in the Remainder of the PMA ($141,000), a senior household
could generate approximately $2,650 of additional income annually (about $220 per
month), if they invested in an income-producing account (2.0% interest rate) after account-
ing for marketing costs and/or real estate commissions (6.0% of home sale price).

MAXFIELD RESEARCH iNC. ‘ 14



DEMOGRAPHIC ANALYSIS — SENIOR HOUSING

TABLE 4
SINGLE-FAMILY HOME RESALE VALUES BUILT BEFORE 1997
PRIMARY MARKET AREA
2006 to 2012*

No. of Average Median
Area Sales Price Price

Average
CDOM**

City of St. Francis - —
2012* 12 $99,887 $106,000 81
2011 34 $91,083 $88,000 141
2010 16 $87,226 $79,750 85
2009 29 $100,066 $104,800 153
2008 6 $106,808 $113,375 127
2007 2 $100,375 $100,375 173
2006 1 $122,000 $122,000 21
% Change 2006-2011 ' -18.1% -13.1%

Remainder of Primary Market Area , ; -
2012* 20 $150,101 $141,000

110
2011 28 $123,679 $126,522 176
2010 18 $158,467 $142,500 114
2009 16 $134,038 $135,500 174
2008 6 $131,917 $142,200 256
2007 6 $169,133 $181,750 127
2006 6 $163,550 $159,450 85
% Change 2006-2011 -8.2% -11.6%

* January 1, 2012 to August, 2012
** Data from 2007 through 2012 is the Cumulative Days on Market.

Sources: Multiple Listing Service; Maxfield Research Inc.

MAXFIELD RESEARCH INC.
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SENIOR HOUSING MARKET ANALYSIS

Introduction

The preceding section examined demographic factors that impact demand for active adult sen-
ior housing. This section provides an overview of contemporary senior housing alternatives and
an assessment of the current supply of competitive active adult housing in the PMA. Addition-
ally, any planned or pending senior housing developments are identified that may compete
with the subject development and would satisfy some potential demand for senior housing in
St. Francis.

Types of Senior Housing in Today’s Market

For analytical proposes, Maxfield Research Inc. classifies market rate senior housing into four
categories based on the level and type of services offered:

4

Active Adult properties (or independent living without services available) are similar to a
general-occupancy apartment building, in that they offer virtually no services but have age-
restrictions (typically 55 or 62 or older). Organized activities and occasionally a transporta-
tion program are usually all that are available at these properties. Because of the lack of
services, active adult properties typically do not command the rent premiums of more ser-
vice-enriched senior housing.

Congregate properties (or independent living with services available) offer support services
such as meals and/or housekeeping, either on an optional basis or a limited amount
included in the rents. These properties typically dedicate a larger share of the overall
building area to common areas, in part, because the units are smaller than in adult housing
and in part to encourage socialization among residents. Congregate properties attract a
slightly older target market than adult housing, typically seniors age 75 or older. Rents are
also above those of the active adult buildings, even excluding the services. Sponsorship by a
nursing home, hospital or other health care organization is common.

Assisted Living properties come in a variety of forms, but the target market for most is gen-
erally the same: very frail seniors, typically age 80 or older (but can be much younger, de-
pending on their particular health situation), who are in need of extensive support services
and personal care assistance. Absent an assisted living option, these seniors would other-
wise need to move to a nursing facility. At a minimum, assisted living properties include
two meals per day and weekly housekeeping in the monthly fee, with the availability of a
third meal and personal care (either included in the monthly fee or for an additional cost).
Assisted living properties also have either staff on duty 24 hours per day or at least 24-hour
emergency response.

MAXFIELD RESEARCH INC. 16
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FIGURE1
CONTINUUM OF HOUSING AND SERVICES FOR SENIORS

Congrgete Apartmants w/
_ Optional Services

Single-Family Townhome or
Home Apstmznt

Fully Fully or Highly
Indepsndent Dependent on Care

D Senior Housing Product Type
Source: Mexfield Resesrch Inc.

» Memory Care properties, designed specifically for persons suffering from Alzheimer’s dis-
ease or other dementias, is one of the newest trends in senior housing. Properties consist
mostly of suite-style or studio units or occasionally one-bedroom apartment-style units, and
large amounts of communal areas for activities and programming. In addition, staff typical-
ly undergoes specialized training in the care of this population. Because of the greater
amount of individualized personal care required by residents, staffing ratios are much high-
er than traditional assisted living and thus, the costs of care are also higher. Unlike conven-
tional assisted living, however, which deals almost exclusively with widows or widowers, a
higher proportion of persons afflicted with Alzheimer’s disease are in two-person house-
holds. That means the decision to move a spouse into a memory care facility involves the
caregiver’s concern of incurring the costs of health care at a special facility while continuing
to maintain their home.

» Skilled Nursing Care, or long-term care facilities, provides a living arrangement that inte-
grates shelter and food with medical, nursing, psychosocial and rehabilitation services for
persons who require 24-hour nursing supervision. Residents in skilled nursing homes can be
funded under Medicare, Medicaid, Veterans, HMOs, insurance as well as use of private
funds.

The senior housing products available today, when combined with long-term care facilities form
a full continuum of care, extending from virtually a purely residential model to a medically in-
tensive one. Often the services available at these properties overlap with another making
these definitions somewhat ambiguous. In general, active adult properties tend to attract
younger active seniors, who merely wish to rid themselves of home maintenance; congregate
properties serve independent seniors that desire support services (i.e., meals, housekeeping,
transportation, etc.) while assisted living properties tend to attract older, frail seniors who need
assistance with daily activities, but not the skilled medical care available only in a nursing facili-

ty.

MAXFIELD RESEARCH INC. 17
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Supply of Active Adult Senior Housing in the PMA

Maxfield Research Inc. identified and collected market information on market rate and afforda-
ble active adult senior rental properties. There is only one development located in the PMA.
Due to the limited supply of active adult properties in the PMA, we inventoried active adult de-
velopments located outside the PMA. The inventoried developments in neighboring cities are
intended to serve as a guide in assessing current trends in the active adult housing industry.
We do not, however, consider communities outside the PMA to be directly competitive. Infor-
mation regarding age of the structure, number of units, vacancies, unit mix and sizes, and
monthly rents are displayed in Tables 5, 6 and 7, while Table 8 provides a comparison of ameni-
ties available at the properties.

Market Rate Active Adult Ownership Developments

e There are no ownership developments located in the PMA. Maxfield Research Inc. surveyed
four active adult ownership developments in Anoka, Andover, Coon Rapids, and Elk River.
There is a total of 305 units with 12 units available for a vacancy rate of 3.9%. This is slightly
above the market equilibrium rate of 2%.

» Realife Cooperative and Pullman Place Cooperative are limited equity cooperatives.
Cooperative products involve purchasing a unit (or share of the blanket mortgage) and then
paying monthly fees which include utilities, maintenance of property and common areas,
and future building maintenance. Shares at Realife Cooperative range from $25,889 to
$50,589 depending on the unit and $46,000 to $99,000 at Pullman Place Cooperative.

e The sale price for each unit type at Historic Rum River District and Grey Oaks Community is
based on the resale values within the last few years. Unit types that have not been sold do
not have data available.

¢ Approximately 60% of the units at the surveyed properties are two-bedroom units. One-
bedroom plus den units comprise 22%, one-bedroom units comprise 17% of the units, and

two-bedroom/three bedroom plus den units comprise 1% of the units.

Market Rate Active Adult Rental Developments

» Maxfield Research Inc. surveyed six market rate active adult senior housing developments.
Only one development (Oaks of Lake George) is located in the PMA. The remaining
developments are located in Ham Lake, Fridley, Ramsey, and Anoka.

¢ Typically, a healthy rental market should maintain a vacancy rate of 5% to allow for
sufficient consumer choice and adequate turnover of units. Oaks of Lake George has eight
vacant units, or a vacancy rate of 15.7%. Management has indicated that the property has
had challenges leasing the units since it opened in 2006 due, in part, to seniors unable to
sell their homes, the remote location, and lack of transportation for residents. However,

MAXFIELD RESEARCH INC. 18
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the market rate active adult properties located outside the PMA are performing well with a
vacancy rate of 1.1%.

e Oaks of Lake George, Savannah Oaks, and The Willows of Ham Lake were built by Anoka
County HRA. The monthly rents are generally lower than market rate properties but do not
have strict income restrictions compared to Low Income Housing Tax Credit properties.

¢ Approximately 50% of the units at the surveyed properties are one-bedroom units. Two-
bedroom units comprise 44%, one-bedroom plus den units comprise 11% of the units, and
two-bedroom plus den units comprise 7%.

e Monthly rents in the PMA range from $660 to $905 for one-bedroom units, $871 to $1,048
for one-bedroom plus den units, $829 to $1,355 for two-bedroom units, and $1,213 to

$1,367 for two-bedroom plus den units.

Affordable Active Adult Rental Developments

¢ There are no affordable active adult developments located in the PMA. Banfill Crossing and
Cottages of Coon Creek are located just outside of the PMA in Fridley and Coon Rapids.

e The existing supply of affordable senior housing outside of the PMA has a vacancy rate of
1.2%.

e Approximately 73% of the units at the surveyed properties are one-bedroom units. Two-
bedroom units comprise the remaining 27% of the units.

e Monthly rents average 5782 for one-bedroom units and $949 for two-bedroom units.
» Banlfill Crossing has 44 affordable units and 66 market rate units. Properties that have a

mixture of market rate and affordable units tend to have greater community amenities such
as a fitness center, guest suites, etc. than properties with just affordable units.

MAXFIELD RESEARCH INC. 19
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Senior Active Adult Properties Map
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SENIOR HOUSING MARKET ANALYSIS

Pending PMA Senior Housing Developments
Maxfield Research interviewed planning staff to identify any planned or pending rental devel-
opments in the PMA. As of August 2012, there are no pending or planned active adult devel-

opments in the PMA.

Qutside PMA — Ramsey

First Phoenix Group is planning to break ground on Stoney River in fall 2012. Stoney River is a
senior housing project consisting of 72 service-enhanced senior housing units. The project is lo-
cated at 14400 Nowthen Boulevard NW in Ramsey. The project will consist of 12 congregate
units, 36 assisted living units and 24 memory care units. Since the units are targeted toward
more service-intensive residents, it is not included in the demand calculation.

QOutside PMA — Andover

Trident Development of St. Cloud started construction on Arbor Oaks of Andover in July 2012.
The facility will consist of 70 senior units located on the southwest corner of 155" Lane and
Hanson Boulevard in the Grey Oaks Community PUD. Out of the 70 units, 49 will be assisted liv-
ing and 21 will be memory care units. Anticipated opening is August 2013. Since the units are
targeted toward more service-intensive residents, it is not included in the demand calculation.

Outside PMA — Anoka

Volunteers of America (VOA) is currently constructing/renovating Homestead at Anoka. Phase |
consists of tearing down and replacing the existing skilled nursing facility with 120 beds, in addi-
tion to constructing 27 congregate units and 32 assisted living units. VOA has been approved
for a Phase Il project consisting of another 43 units of both skilled nursing and assisted living
units. Since the units are targeted toward more service-intensive residents, it is not included in
the demand calculation.
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Market Rate Active Adult Housing Demand

Table 9 illustrates the estimated demand for adult senior housing units in the PMA for 2012 and
2017. As a starting point, we identify that all individuals age 55 and older would be age-
qualified for market rate adult housing. In order to arrive at the potential age/income/asset-
qualified base for market rate adult housing, we include all older adult and senior households
with annual incomes at or above $35,000. We also include older adult and senior households
who own their homes and would be able to derive additional income from the sale of their sin-
gle-family homes. At the estimated 2012 year-to-date median sales price of $106,000 in St.
Francis (the median sales price in the Remainder of the PMA is $141,000), a senior household
could generate about $1,995 of additional income annually from the invested home resale as-
sets after accounting for marketing and moving costs. Conservatively, we include all home-
owner households with incomes between $25,000 and $35,000 who would be able to derive
additional income from the sale of their single-family homes. Qualifying homeowner house-
holds are calculated based on the homeownership rate for each age cohort as highlighted in
Table 2. Based on these factors, we estimate the number of age/income/asset-qualified
households in the PMA to be about 2,555 households.

Next, we adjust to include achievable capture rates for each age cohort (0.5% of households
age 55 to 64, 5.5% of households age 65 to 74, and 16.5% of households age 75 and older),
which results in a local demand potential for 107 adult housing units in 2012. These capture
rates reduce the total number of age/income/asset-qualified households to consider only the
portion of older adult and senior households who would be able, willing, and inclined to move
to senior housing alternatives, including both owner- and renter-occupied housing.

Demand for adult housing products is divided between seniors interested in renter-occupied
housing due to the lack of commitment involved and those preferring owner-occupied housing
due to the tax advantages and potential for equity gains. Overarching the housing decision,
however, is that the housing alternative must meet the needs of the resident in regard to
affordability, location, features and amenities, regardless of the renter- or owner-occupied
nature of the complex. Based on the demographic characteristics of PMA seniors as well as the
performance of competitive projects, we estimate that 30% of the demand for adult housing
will be for owner-occupied units while the remaining 70% of the potential market will be for
renter-occupied units. Applying this percentage results in a demand potential for 32 units of
owner-occupied housing and 75 renter-occupied housing in 2012.

Some demand on the subject Site will be generated by seniors who are currently residing out-
side the PMA. We estimate that demand from these seniors will generate 20% of the total de-
mand for adult housing — increasing demand by 8 units for owner-occupied and by 19 units for
renter-occupied housing. This demand will consist primarily of parents of adult children living
in the PMA, individuals who live just outside the PMA and have an orientation to the area, and
former residents who desire to return upon retirement. Together, the demand from PMA older
adults and seniors and demand from those who would relocate to the PMA totals 40 owner-
occupied adult housing units and 94 renter-occupied units as of 2012.
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From the total demand potential, we subtract existing competitive units since these units are
already satisfying some demand for active adult housing. There is no owner-occupied housing,
inside the PMA. For renter-occupied housing, we subtract a total of 48 units after accounting
for a 5% vacancy rate.

No single Site can capture all of the potential demand in a PMA. We estimate that the Site in
St. Francis can capture 50% of the market share, resulting in demand for 20 owner-occupied
units and 22 renter-occupied units on the subject Site in St. Francis in 2012.

TABLE 9
MARKET RATE ACTIVE ADULT HOUSING DEMAND
PRIMARY MARKET AREA
2012 & 2017
2012 2017
Age of Householder Age of Householder

55-64 65-74 75+ 55-64 65-74 75+
Number of Households w/ Incomes of $35,000+/540,000+ 1,196 504 173 1,495 665 266
(plus) + +
Number of Households w/ Incomes of $25-$35K/$30-$40K 143 434 149 139 53 192
(times) Homeownership Rate 96% 95% 88% 96% 95% 88%
{equals) Potential Market = 137 412 131 = 133 50 169
(equals) Total Potential Market Base = 1,333 916 304 = 1,628 715 435
(times) Potential Capture Rate X 0.5% 5.5% 16.5% x 0.5% 5.5% 16.5%
(equals) Demand Potential = 7 50 50 = 8 39 72
Total Local Demand Potential = 107 ‘ = 119 ‘

Owner Adult Owner Adult

Occupied Rental Occupied Rental

(times) % for Ownership or Rental Units X 30% X 70% X 30% 70%
(equals) Demand Potential = 32 = 75 = 36 83
(plus) Demand from Qutside the Market Area (20%) + 8 + 19 + 9 21
{equals) Total Demand Potential = 40 = 94 = 45 104
{minus) Existing Competitive and Pending Units - 0 - 48 - 0 48
{equals) Excess Adult Demand Potential = 40 = 45 = 45 56
(times) Percent of Demand Capturable by subject Site X 50% X 50% x  50% 50%
{equals) Total Adult Demand Capturable by subject Site = 20 = 23 = 22 28
Source: Maxfield Research Inc.

Adjusting for inflation, we have estimated that households with incomes of $40,000 or more
and homeowners with incomes of $30,000 to $40,000 would best qualify for owner-occupied
adult housing in 2017. The same calculations were applied to the age/income-qualified based
in 2017. We account for the pending competitive developments in the PMA, which would
come online during this timeframe. However, there are no pending active adult units in the
PMA. We project that demand will increase to 22 owner-occupied units and 28 renter-
occupied units by 2017.
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Affordable Active Adult Housing Demand

Table 10 presents our demand calculations for affordable active adult senior housing in the
PMA in 2012 and 2017.

While the methodology used to calculate demand for affordable housing closely mirrors the
methodology used to calculate demand for market rate housing, we make several adjustments
to more precisely quantify demand among this market segment. The following points summa-
rize these adjustments:

o Income-Qualifications: The target market for affordable active adult rental housing is
households age 55+ who earn up to 60% of the Area Median Income and can afford the
rents at affordable senior properties. After adjusting for typical household sizes, house-
holds earning $40,000 or less would be income qualified for income-restricted housing
products. However, households must be able to afford contract monthly rents. Based on
the competitive monthly pricing at affordable properties, a household would have to earn
about $27,450 to afford monthly rents of $800, if they are willing to allocate 35% of their
adjusted gross income. Therefore, we use $40,000 as the upper end of the income range
and $27,450 as the lower end of the income range. We also include homeowner house-
holds earning incomes between $22,450 and $27,450, as these households would have ad-
ditional equity that could be converted to monthly income following the sales of their sin-
gle-family homes. To account for inflation, our figures in 2017 are adjusted to include
households earning incomes between $32,450 and $45,000; homeowner households with
incomes between $27,450 and $32,450 are included with the market potential for finan-
cially-assisted housing.

e  Capture Rates: Households in a need-based situation (either requiring services or financial
assistance) more readily move to housing alternatives than those in non-need based situa-
tions. Hence, the capture rate among each age group is higher than for market rate hous-
ing. Capture rates are employed at 2.0% for households age 55 to 64, 10.0% for house-
holds age 65 to 74 and 20.0% for households age 75 and older.

¢ Potential Demand Capture: Seniors in need-based situations are less selective when secur-
ing housing than those in non-need based situations. We estimate that a high-quality site
would capture a greater proportion of total demand for financially-assisted housing than
for market rate housing; hence, the potential capture rate increases to 65% for affordable
active adult housing.

Using the methodology described above results in a demand potential for 53 affordable active
adult housing units in 2012. We estimate that seniors currently residing outside the PMA will
generate 20% of the demand for affordable active adult housing — increasing demand to 66 af-
fordable units. Demand for outside the PMA includes parents of adult children living in the
PMA, individuals who live just outside the PMA and have an orientation to the area and former
residents who desire to return upon retirement.
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The existing supply of affordable senior housing satisfies some of the housing needs in the
PMA. However, there is no affordable senior housing, inside the PMA. No single Site can cap-
ture all of the excess demand in a PMA. We estimate that the Site in St. Francis can capture
65% of the market share, resulting in demand for 43 affordable active adult senior units in
2012.

TABLE 10
AFFORDABLE ACTIVE ADULT HOUSING DEMAND
PRIMARY MARKET AREA
2012 & 2017

2012 2017

Age of Householder Age of Householder

55-64 65-74 75+ 55-64 65-74 75+
# of Households w/ Incomes of $27,450 to $40,000 165 161 63 132 188 63
Plus Households w/ Incomes of $22,450 to $27,450 + 153 52 72 + 49 70 27
{times ) Homeownership Rate x 96% 95% 88% x 96% 95% 88%
(equals) Total Potential Market = 312 210 126 = 179 255 87
(times) Potential Capture Rate x 2.0% 10.0%  20.0% X 2.0% 10.0%  20.0%
(equals) Demand Potential = 6 21 25 = 4 25 17
Total Market Rate Demand Potential = 53 ‘ = 46
(plus) Demand from Outside the Market Area (20%) + 13 12
(equals) Total Demand Potential = 66 = 58
{minus) Existing Competitive and Pending Units? -0 -0
(equals) Total Demand Potential in Market Area = 66 = 58
(times) Percent of Demand Capturable by subject Site X 65% X 65%
(equals) Total Demand Capturable by subject Site = 43 = 38

12017 calculations define income-qualified households as all households with incomes between $32,450 and $45,000 plus homeowners with incomes between
$27,450 and $32,450.
2 Includes existing and pending units at 95% occupancy, or market equilibrium.

Source: Maxfield Research Inc.

Adjusting for inflation, we estimate that households with incomes between $32,450 and
$45,000 would be candidates for affordable active adult housing in 2017. We increase the po-
tential market by homeowner households earning between $27,450 and $32,450 that would
have additional equity that could be converted to monthly income following the sales of their
single-family homes. We account for the pending competitive developments in the PMA, which
would come online during this timeframe. However, there are no pending active adult units in
the PMA. Following the same methodology, we project that demand capturable by the subject
Site in St. Francis will decrease slightly to 38 affordable active adult senior housing units by
2017.
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Population and Household Growth Trends and Projections

Table 11 presents population and household growth trends in the PMA from 2000 to 2020.
Figures for 2000 and 2010 are sourced from the U.S. Census Bureau. Estimates for 2012 and
projections through 2020 are based on information from ESRI (national demographics service
provider) and the Metropolitan Council along with the Minnesota Demographic Center for Stan-
ford Township in Isanti County. Maxfield Research Inc. adjusted projections from the Metropol-
itan Council and Minnesota Demographic Center downward based on the slowdown in the
housing market due to the recession.

e As of 2010, the PMA totaled 22,425 people and 7,695 households. The City of St. Francis
comprised approximately 32.2% of the total population and 32.7% of total households in
the PMA.

e Between 2000 and 2010, the PMA added 4,537 people (+25.4%) and the household base
grew by 1,881 households (+32.4%). The City of St. Francis accounted for 50.9% of the PMA
growth in the last decade, adding 2,308 people.

»  Due to the slowdown in the housing market and other economic pressures, we estimate
that the population base in St. Francis, the PMA, and the Twin Cities Metro Area for 2020
will be less than current forecasts by Metropolitan Council. The revised forecast is based
on projected growth from residential building permits and average household size. Over
the next ten years, 2010 to 2020, the PMA is forecast to add 3,490 people (+15.6 %) and
1,480 households (+19.2%). By 2020, the PMA is forecast to contain a total of 25,915 peo-
ple and 9,175 households.
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DEMOGRAPHIC ANALYSIS — GENERAL OCCUPANCY HOUSING

Population Age Distribution Trends

Table 12 shows the age distribution of the PMA population in 2000 and 2010 with estimates for
2012 and projections for 2017. The 2000 and 2010 distributions are from the U.S. Census Bu-
reau and 2012 figures are an estimate based on 2010 Census data. Maxfield Research Inc. de-
rived the 2017 projections by adjustments made to data obtained from ESRI, Inc.

e Families with children are the dominant demographic of the PMA, as illustrated by the high
percentage of children (28.1% of the PMA population in 2012).

e Mirroring trends observed across the Nation, the aging baby boomer generation is substan-
tially impacting the composition of the PMA’s population. Born between 1946 and 1964,
these individuals generally comprise the age groups 45 to 54 and 55 to 64 in 2012. As of
2012, baby boomers account for an estimated 29.2% of the total population in the PMA.

¢ Younger households are a primary market for rental housing. As of 2012, 19.1% of the pop-
ulation (4,325 people) is estimated to be between ages 18 and 34. Between 2012 and 2017,
the 18 to 24 age cohort is projected to increase by 118 people and the 25 to 34 age cohort
is projected to increase by 315 people. Overall, these younger age groups typically account
for the highest proportion of the renter population in many rental properties.

e Overall, the non-elderly population (64 and younger) is expected to increase by 1,560 peo-
ple (7.5%) between 2012 and 2017. The largest growth in the non-elderly population is an-
ticipated to occur among those age 55 to 64 (+17.5%) and 25 to 34 (+12.5%).

TABLE 12
POPULATION AGE DISTRIBUTION
PRIMARY MARKET AREA
2000 to 2017
_Census - =~

2000 || 2010 || 2012 || 2017 ]| 20002010 2012-2017
Age No. No. No. No. No. Pct. No. Pct.
Under 18 5,852 6,296 6,341 6,841 444 7.6 501 7.9
18t0 24 1,338 1,796 1,809 1,927 458 34.2 118 6.5
25to0 34 2,538 2,498 2,516 2,831 -40 -1.6 315 12.5
35to 44 3,648 3,554 3,579 3,758 94 -2.6 179 5.0
45 to 54 2,424 4,059 4,088 4,092 1,635 67.5 4 0.1
55to0 64 1,324 2,491 2,509 2,953 1,167 88.1 444 17.7
65 and over 764 1,731 1,743 2,265 967  126.6 521 29.9
Total 17,888 22,425 22585 24666 4537 254 2081 9.2

Sources: U.S. Census Bureau; ESRI; Maxfield Research Inc.
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Household Income by Age of Householder

Income data is important when considering the ability of households to pay different rent lev-
els. Table 13 presents data on household income by age of householder for the PMA based on
data from ESRI. This data assists in quantifying the number of households that comprise the
target market based on the income level of households at various ages. The Department of
Housing and Urban Development (HUD) defines affordable housing costs for families as 30% of
a household’s adjusted gross income.

In 2012, the median household income in the PMA was estimated to be $79,954.
Compared to the Twin Cities Metro Area as a whole, incomes in the PMA are slightly lower.
A review of income data from the Census reveals that the PMA’s incomes are 10.4% lower
than the Metro Area’s median income ($89,200 in 2012 according to ESRI projections).

Median income often peaks in late middle age. In 2012, the median income in the PMA is
an estimated $50,000 for households age 15 to 24 increasing to a median income of
$78,507 for households age 45 to 54. After age 45 to 54, household income declines with
age, as senior households often do not have income-producing employment and are more
likely to have only one income per household.

The target market for affordable housing is households with incomes below 60% Area
Median Income (AMI). Based on the Anoka County AMI, the following are current income-
restrictions at 60% AMI:

2012 Income Limits by Household Size

Pct of AMI 1P 2P 3P 4P
60% $35,280 $40,320 $45,360  $50,340

The target market for the proposed affordable units will be primarily younger renter
households with low to moderate incomes. The median income for households in the PMA
under 25 was $50,000 and the median income for households age 25 to 34 was $62,935 in
2012. Households earning the median income for these age groups could afford monthly
housing costs of about $1,250 and $1,575, respectively. Renters of the affordable units will
be earning less than the median incomes, sometimes substantially less.
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TABLE 13
HOUSEHOLD INCOME BY AGE OF HOUSEHOLDER
PRIMARY MARKET AREA
(Number of Households)
2012 & 2017

Less than $15,000 163 20 61 85 114 30 45 18

$15,000 to $24,999 380 0 76 81 51 38 87 80
$25,000 to $34,999 261 32 55 73 101 143 122 52
$35,000 to $49,999 746 31 169 160 284 173 210 73
$50,000 to $74,999 1,989 40 314 334 497 334 161 22
$75,000 to $99,999 1,675 24 161 452 504 194 66 31
$100,000 to $149,999 1,986 18 169 490 516 328 27 31
$150,000 to $199,999 382 0 34 94 95 108 22 10
$200,000+ 161 0 9 38 73 59 18 6

Total 7,745 165 1,048 1,807 2,235 1,408 758 324

Median Income 579,954 $50,000 562,935 584,421 578,507 573,863 543,915 $37,399

Less than $15,000 147 9 48 60 17 15 52 32

$15,000 to $24,999 284 14 52 57 45 36 77 76
$25,000 to $34,999 209 25 46 53 17 98 139 53
$35,000 to $49,999 558 19 115 117 104 162 230 75
$50,000 to $74,999 2,037 40 325 338 446 378 253 38
$75,000 to $99,999 1,702 22 162 466 448 239 106 58
$100,000 to $149,999 2,884 25 266 746 997 530 70 86
$150,000 to $199,999 569 0 51 135 94 166 50 22
$200,000+ 249 0 9 60 53 74 33 12

Total 8,639 153 1,074 2,031 2,220 1,697 1,011 453
Median Income $90,931 556,251 $71,252 595,980 $101,867 591,807 550,638 547,963

. , _ Change-2012t02017 . , :

Less than $15,000 -142 -11 -13 -25 -97 -16 7 14
$15,000 to $24,999 -56 14 -24 -23 -5 -3 -10 -4
$25,000 to $34,999 -146 i -10 -20 -84 -45 18 1
$35,000 to $49,999 -279 -12 -54 -44 -181 -11 21 2
$50,000 to $74,999 115 -0 11 3 -51 44 92 16
$75,000 to $99,999 68 -2 2 14 -56 45 39 27
$100,000 to $149,999 1,140 6 97 256 481 202 43 55
$150,000 to $199,999 156 ] 17 4 -1 58 28 12
$200,000+ 88 0 0 22 -21 15 16 6
Total 945 -12 26 224 -15 289 254 129
Median income $10,977 $6,251 $8,317 $11,559 $23,359 $17,944 $6,722 $10,564

Sources: ESRI; Maxfield Research Inc.
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Household Tenure by Income

Table 14 shows household tenure by age of householder for the City of St. Francis and the PMA
in 2010. Data is an estimate from the American Community Survey. Household tenure infor-
mation is important to assess the propensity for owner-occupied or renter-occupied housing
options based on household affordability. As stated earlier, the Department of Housing and
Urban Development determines affordable housing as not exceeding 30% of the household’s
income. It is important to note that the higher the income, the lower percentage a household
typically allocates to housing. Many lower income households, as well as many young and sen-
ior households, spend more than 30% of their income, while middle-aged households in their
prime earning years typically allocate 20% to 25% of their income.

» Typically, as income increases, so does the rate of homeownership. This can be seen in the
PMA, where the homeownership rate steadily increases from 42.3% of households with in-
comes below $15,000 to 97.8% of households with incomes above $100,000.

TABLE 14
TENURE BY HOUSEHOLD INCOME
PRIMARY MARKET AREA

2010
.. CityofSt Francis - Market Area Total

Own | l Rent
No. Pct. No. Pct.
Less than $15,000 41 223 144 777 246 577 180 423
$15000t0$24,999 151 694 6/ 306 . 295 730 109 27.0
$25,000 to $34,999 191 919 17 81 517 919 46 81
$35,000 to $49,999 224 o945 13 | &% - 974 913 = o3 gy
$50,000 to $74,999 613 95.1 - 32 4.9 1,609 953 79 4.7
$75,000 to $99,999 519 888 = 66 11?2 1,368 939 89 61
$100,000+ 435 98.4 7 1.6 2,043 97.8 46 2.2
Total 2,175 86.3 345 13.7 7,053 91.7 642 8.3

Source: U.S. Census Bureau; American Community Survey; Maxfield Research Inc.

e In 2012, approximately 70% of the PMA’s renter households have incomes below $45,000
(the weighted average of household income to household size). These households would
be the primary market for affordable housing. A portion of these individuals, however,
would not be able to afford the contract rent prices associated with the proposed rental.
Thus, the more specific target market would be renter households that earn an estimated
$15,000 to $45,000 annually.
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Tenure by Age of Household

Table 15 shows household tenure by age of householder for the City of St. Francis and PMA in
2000 and 2010. The data is compiled from the U.S. Census Bureau. All data excludes unoccu-
pied units and group quarters such as dormitories. Household tenure information is important
in understanding households’ preferences to either rent or own their housing. In addition to
preferences, factors that contribute to these proportions include mortgage interest rates,
household age, and lifestyle considerations, among others. ’

e Between 2000 and 2010, the proportion of renters has increased in every age group except
age 65+. Overall, 5.7% of all households rented in the PMA in 2000 compared to 8.3% in
2010. This is mainly due to problems in the economy and the crisis in the housing market.

e Households under the age of 35 are among the most likely to rent their housing. The
younger age groups tend to be mobile, are more likely to be single, may not have yet accu-
mulated a down payment for a single-family home or do not want to settle into homeown-
ership. In 2010, 40.2% of households age 15 to 24 and 14.2% of households age 25 to 34
rented their housing. Households over age 65 are also likely to rent; however, a number of
older renter households often live in age-restricted senior apartments that may have ser-
vices and do not necessarily compete with general occupancy rental housing.

o Allage groups rented at higher rates in the City of St. Francis than in the PMA. Overall,
13.7% of all households rented in St. Francis compared to 8.3% in the PMA.

o ltislikely that the proposed development would attract a wide range of ages. Based on
tenure by age patterns, however, the majority of those who choose to reside at the com-
munity will likely be younger aged households (age 34 and younger).
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TABLE 15
TENURE BY AGE OF HOUSEHOLDER
PRIMARY MARKET AREA
2000 & 2010

City of St. Francis Primary Market Area

Total 117 100.0 292 100.0 486 100.0 1,075 100.0

[TOTAL
- 5
[ 1638

- ~ 100.0 2,520

Sources: U.S. Census Bureau; Maxfield Research Inc.

Resident Employment

Table 16 shows employment information from 2000 to July 2012 that is sourced from the
Minnesota Department of Employment and Economic Development (DEED). Resident
employment data is calculated as an annual average and reveals the work force and
number of employed people living in Anoka County. It is important to note that not all of
these individuals necessarily work in the County. All information is reported as an annual
average of each individual month.

e Resident employment in Anoka County increased by 4,172 people between 2000 and 2011
(+2.4%). However, the number of unemployed people increased at a higher rate, which re-
sulted in an increase in unemployment from 2.7% (2000) to 6.3% (2011).
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» The County’s unemployment rate of 6.3% in 2011 was lower than the State of Minnesota
(6.4%) and the Nation (8.9%).

e Between 2009 and year to date 2012, the unemployment rate in Anoka County dropped
from a high of 8.7% to 6.1%. The State of Minnesota also saw a sizable decrease between
2009 and 2012, decreasing from 8.0% in 2009 to 6.0% in 2012. These are indicators that the
economy is recovering.

TABLE 16
RESIDENT EMPLOYMENT (ANNUAL AVERAGE)
ANOKA COUNTY
2000 to 2012

Total Minnesota uU.s.

Labor Total Total Unemply.  Unemply.  Unemply.
Year Force Employed Unemployed Rate Rate Rate
2000 178,990 174,185 4,805 2.7% 3.1% 4.0%
2001 183,326 176,721 6,605 3.6% 3.8% 4.7%
2002 184,935 176,702 8,233 4.5% 4.5% 5.8%
2003 187,044 178,107 8,937 4.8% 4.9% 6.0%
2004 188,661 180,215 8,446 4.5% 4.6% 5.6%
2005 189,688 182,174 7,514 4.0% 4.2% 5.1%
2006 190,694 183,129 7,565 4.0% 4.1% 4.6%
2007 189,854 181,115 8,739 4.6% 4.7% 4.6%
2008 190,605 180,294 10,311 5.4% 5.4% 5.8%
2009 191,516 174,869 16,647 8.7% 8.0% 9.3%
2010 191,213 176,324 14,889 6.9% 7.3% 9.6%
2011 191,193 178,357 12,836 6.3% 6.4% 8.9%
2012* 190,875 179,212 11,662 6.1% 6.0% 8.3%
Change 2000-11 12,203 4,172 8,031 3.6% 3.3% 4.9%
* Through July 2012
Sources: MN Dept. of Employment and Economic Development; Maxfield Research Inc.
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Covered Employment by Industry

Tables 17 and 18 present covered employment in the City of St. Francis and Anoka County in
2006 and 2011 from the Minnesota Department of Employment and Economic Development
(DEED). Covered employment data is calculated as an annual average and reveals the number
of jobs in the City that are covered by unemployment insurance. Most farm jobs, self-employed
people and some other types of jobs are not covered by unemployment insurance and are not
included in the table.

¢ There were 106,625 jobs in Anoka County in 2011, of which 1.3% were located in St. Francis
(1,433 jobs).

e Between 2006 and 2011, the City of St. Francis added 35 jobs. The industries that experi-
enced the most substantial growth occurred in the Trade, Transportation, & Utilities indus-
try, which added 55 jobs. In contrast, Anoka County lost -8,814 jobs (-7.6%) in the same
time period.

o The overall average annual wage among covered employees was $31,564 in 2011 in St.
Francis, up from $29,936 in 2006. Wages vary by industry with Leisure & Hospitality having
the lowest annual average wage ($9,724) and Goods Producing Industries having the high-
est annual average wage ($42,224).

TABLE 17
COVERED EMPLOYMENT BY INDUSTRY
CITY OF ST. FRANCIS
Annual Average 2006 and 2011

T 2011

Employment Avg. Wage Employment Avg. Wage No. Pct.
Goods Producing Industries® 161 11.5% $32,656 202 14.1% $42,224 41 25.5%
TTU? 189 13.5% 518,772 244 17.0% $22,100 55 29.1%
Information 0 0.0% NA 0 0.0% NA 0 NA
Financial Activities 71 5.1% $23,816 76  5.3% $31,980 5 7.0%
Professional & Business Services 7 0.5% $45,396 17 1.2% $38,012 10 142.9%
Education & Health Services 649 46.4% $35,308 625 43.6% $38,948 -24 -3.7%
Leisure and Hospitality 281 20.1% $8,632 211 14.7% $9,724 -70 -24.9%
Other Services 40 2.9% $20,384 NA NA NA NA NA
Public Administration NA NA NA 58 4.0% $35,568 NA NA
Total 1,398 100% $26,936 1,433 100% $31,564 35 2.5%

"Includes natural resource/mining, construction, and manufacturing.
2 N P
Trade, transportation, & utilities.

Sources: Minnesota Department of Employment and Economic Development; Maxfield Research Inc.
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TABLE 18
COVERED EMPLOYMENT BY INDUSTRY
ANOKA COUNTY
Annual Average 2006 and 2011

T o | 2011

Employment Avg. Wage Employment Avg. Wage No. Pct.
Goods Producing Industries’ 33,500 29.0% $57,200 27,198 25.5% $63,180 -6,302 -18.8%
TTU? 25,233 21.9% $35,620 23,298 21.9% $37,492 -1,934 -7.7%
information 866 0.8% $43,628 140 0.1% $28,392 -726 -83.8%
Financial Activities 4,320 3.7% $36,764 3,318 3.1% $48,932 -1,002  -23.2%
Professional & Business Services 9,482 8.2% $36,192 8,952 8.4% $43,160 -530 -5.6%
Education & Health Services 22,392 19.4% $40,404 23,441 22.0% $46,332 1,049 4.7%
Leisure and Hospitality 11,114 9.6% $12,584 11,360 10.7% $14,872 246 2.2%
Other Services 4,060 3.5% $23,244 4,298 4.0% $25,116 238 5.9%
Public Administration 4,472  3.9% $43,472 4,619 4.3% 548,828 147 3.3%
Total 115,439 100% $38,927 106,625 100% $42,275 -8,814 -7.6%

2 Trade, transportation, & utilities.

! Includes natural resource/mining, construction, and manufacturing.

Sources: Minnesota Department of Employment and Economic Development; Maxfield Research Inc.

Anoka County Commuting Patterns

Proximity to employment is often a primary consideration when choosing where to live, par-
ticularly for lower income households since transportation costs often account for a greater
proportion of their budgets. Table 19 highlights the commuting patterns of workers in Anoka
County in 2010 (the most recent data available), based on Employer-Household Dynamics data
from the U.S. Census Bureau.

e Thereis a large out-migration of workers from Anoka County to other surrounding Counties.
In 2010, about 30% of Anoka County residents also worked in Anoka County, while the re-
mainder of residents commuted to jobs outside Anoka County.

e However, nearly 45% of the workers in Anoka County also live in Anoka County. This high-
lights the potential to add housing in Anoka County, including affordable rental housing, to
accommodate the local workforce’s housing needs, especially as more workers seek hous-
ing near their place of employment as the cost of fuel rises.

MAXFIELD RESEARCH INC.
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TABLE 19
ANOKA COUNTY COMMUTING PATTERNS
2010
Place of Residence Employment Count Percent

Place of Employment for Anoka County Residents

Anoka Anoka 50,928 44.7%
Anoka Hennepin 20,293 17.8%
Anoka Ramsey 9,838 8.6%
Anoka Sherburne 4,844 4.3%
Anoka Washington 4,301 3.8%
Anoka Isanti 3,436 3.0%
Anoka Dakota 2,885 2.5%
Anoka Wright 2,612 2.3%
Anoka Chisago 2,256 2.0%
Anoka Scott 923 0.8%
Anoka Other 11,522 10.1%

113,838 100.0%

Place of Residence for Workers Commuting to Anoka County

Hennepin Anoka 66,961 39.5%
Anoka Anoka 50,928 30.0%
Ramsey Anoka 31,512 18.6%
Dakota Anoka 4,162 2.5%
Washington Anoka 3,502 2.1%
Sherburne Anoka 1,848 1.1%
St. Louis Anoka 1,177 0.7%
Chisago Anoka 1,085 0.6%
Wright Anoka 859 0.5%
Isanti Anoka 769 0.5%
Other Anoka 6,742 4.0%

169,545 100.0%

Sources: US Census Bureau; Maxfield Research Inc.
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Introduction

Market potential for rental housing is a function of supply and demand. The previous section
on demographic and employment trends analyzed data related to demand for housing. This
section reviews the supply of affordable rental housing in the PMA. This information, combined
with data from our demographic analysis will be used to assess the potential for additional af-
fordable rental housing in the PMA.

Selected Affordable Rental Developments

Maxfield Research Inc. surveyed selected newer affordable rental properties in and near the
PMA. There are 22 units located in the PMA. Due to the limited supply of newer rental proper-
_ties, Maxfield Research Inc. also inventoried some properties near the PMA that would be com-
parable. The inventoried properties located outside of the PMA are intended to serve as a
guide in assessing current trends in the rental housing industry. We do not, however, consider
the properties outside of the PMA to be directly competitive.

Table 20 provides information on the unit mix, unit sizes, rents and vacancies; Table 21 lists in-
formation on amenities of the surveyed properties.

Maxfield Research Inc. surveyed eight affordable housing developments. Only one devel-
opment (Turtle Ridge Townhomes) is located in the PMA. The remaining developments are
located in Elk River, Coon Rapids, and Anoka.

e Typically, a healthy rental market should maintain a vacancy rate of 5% to allow for suffi-
cient consumer choice and adequate turnover of units. The existing supply of affordable
housing in the PMA currently has one available unit (a vacancy rate of 4.5%). This indicates
that there is some pent up demand for affordable housing.

* Approximately 49.5% of the units at the surveyed properties are two-bedroom units.
Three-bedroom units comprise 34%, one-bedroom units comprise 16% of the units, and
efficiency units comprise 0.5%.

e Maxfield Research Inc. was unable to get pricing information at Villas by Mary T. Pricing is
from the last survey conducted in February 2011. Monthly rents in the PMA range from
$640 to $855 for one-bedroom units, $433 to $975 for two-bedroom units, and $494 to
$1,200 for three-bedroom units.

¢ The majority of the developments include heat, water, trash removal and either an
attached/detached/underground parking stall in the monthly rent. Tralee Terrace and
Woodland Park have parking fees of $30 and $40, respectively.
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Affordable General Occupancy Properties Map
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Housing Choice Voucher Program

The Housing Choice Voucher Program (also known as Section 8) utilizes the existing private
rental market to provide affordable housing to low-income households. The assistance a
household is eligible to receive is equal to the difference between 30% of a household’s month-
ly adjusted income and the unit’s monthly rent, which is capped by the Voucher Payment
Standard. Program participants pay a minimum of 30% of their monthly adjusted income to-
ward rent. To be eligible, households must have incomes at or below 50% of median.

The Metro HRA payment standard for the voucher program is $790 for one-bedroom units,
$960 for two-bedroom units, and $1,394 for three-bedroom units — or higher than the recom-
mended contract rents at the proposed development. Thus, if rents are set at the recommend-
ed contract level, voucher holders would be eligible to reside at the proposed development.
This would expand the eligible renter pool to include these lower-income households who oth-
erwise could not afford the monthly rents.

Pending PMA Rental Developments

Maxfield Research interviewed planning staff to identify any planned or pending rental devel-
opments in the PMA. As of August 2012, there are no pending or planned affordable develop-
ments in the PMA.

Qutside PMA — Ramsey

e Developer Flaherty & Collins is currently constructing Residence at the Cor located adjacent
to the future Northstar Commuter Rail station. Once completed in Summer 2013, it will in-
clude 230 market rate units as well as luxury amenities such as an outdoor swimming pool,
fitness center, courtyard with fire pits and grills, and clubhouse. Since the units will be mar-
ket rate and located outside the PMA, we do not include these units in the demand calcula-
tion.

e Podawiltz Development Corporation has plans to build 50 affordable housing units in the
Cor near Bunker Lake and Armstrong Boulevards. They have submitted for tax credits from
Minnesota Housing Finance Agency (MHFA). Dependent on the next round of MHFA financ-
ing approvals in January 2013, city approvals would likely occur in winter 2013 with ground-
breaking in spring 2013. Due to the uncertainty of the project, we do not include these
units in the demand calculation.

Outside PMA - Elk River

o Duffy Development has been approved to build 53 affordable apartments on the vacant
parcel adjacent to Pullman Place and The Depot at Elk River Station off of Twin Lakes Road.
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They are planning to pursue tax credits from MHFA. Depending on approvals, Duffy Devel-
opment would likely move forward on construction in early spring 2014.

Affordable Rental Demand Calculations

Demand calculations analyze information from the demographic (demand-side) and market
(supply-side) conditions for affordable rental housing. Table 22 presents a summary of demand
calculations for affordable rental housing in the PMA over the next five years.

Demand for additional housing in the PMA will be generated by new households to the PMA as
well as existing PMA residents seeking new housing. The PMA is projected to add 945 house-
holds from 2012 to 2017, as seen in the Demographic Analysis section of this report. Of this
projected growth in households, we anticipate between 15% and 20% will seek rental housing,
which is slightly higher than the current renter rate in St. Francis (13.7% in 2010). It is antici-
pated that a higher proportion of the population will seek rental housing in the short-term.

Maxfield Research Inc. carefully reviewed data on household income, household size, and ten-
ure in order to estimate the percentage of renter households in the PMA that would be quali-
fied (based on income with adjustments for household size) and able to afford the rental rates
at the proposed development. Based on this data, the target income is about $15,000 to
$45,000. We estimate that 25% of rental demand would meet the general affordability, result-
ing in 35 to 47 units of demand for new affordable rental housing units from new household
growth,

In addition to demand generated from household growth, a portion of demand between 2012
and 2017 will come from households outside of the PMA. We project that an additional 30%
will come from outside the PMA. Including demand from outside the PMA, projected demand
for new rental housing generated by household growth is estimated to be between 51 and 68
units between 2012 and 2017.

Additional demand for rental housing will also come from existing renter households in the
PMA through normal turnover. In 2012 there is an estimated 643 renter households in the
PMA. Based on data from the U.S. Census, about 58% of all renter households in the PMA are
expected to move during the next five years. Of the expected 643 renters that are expected to
move, we project that 25% will be income-qualified for affordable rental housing at 60% AMI or
below.

Since new housing is typically more desirable than older housing, a portion of the existing
renter households turning over will seek new units — we conservatively estimate 20% to 25%.
We use 20% to 25% as a conservative percentage as a higher proportion of renters will desire
new housing if they income-qualify since new developments have greater amenities and
modern features. Using these figures, we estimate that about 19 to 23 existing PMA income-
qualified renter households would seek new housing in the PMA between 2012 and 2017.
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Combined, demand from household growth and from turnover of existing households results in
total PMA demand for about 69 to 91 rental units between 2012 and 2017.

There are no affordable rental units pending in the PMA. No single Site can capture all of the
excess demand in a PMA. We estimate that the Site in St. Francis can capture 65% of the mar-
ket share, resulting in demand for 45 to 59 affordable units between 2012 and 2017.

TABLE 22
AFFORDABLE RENTAL HOUSING DEMAND
SUBJECT SITE IN ST. FRANCIS
2012 to 2017

Demand from Projected Household Growth ..~~~ = =Z=Z@Z%@ - .. . @ @@
Projected new housing unit demand from household growth 2012 to 2017 = 945

(times) Estimated rental demand X 15% - 20%
(equals) Projected PMA demand for rental housing units = 142 - 189
{times) % of Households Size & Income Qualified® X 25%
(equals) Demand For Affordable Rental Housing, 2012 - 2017 = 35 - 47
{plus) Additional demand from outside PMAZ + 15 - 20
(equals) Projected Study Area demand for new rental housing units = 51 - 68

Demand from Existing Renter Households - - ~ . ..
Number of renter households in PMA in 2012 = 643

{times) Estimated % Turnover between 2012 & 2017° X 58%
(equals) Total Existing Households Projected to Turnover = 373
(times) % of Households Size & Income Qualified X 25%
(equals) Demand For Affordable Rental Housing, 2012 - 2017 = 93
(times) Estimated % desiring new rental housing X 20% - 25%
(equals) Demand from existing PMA households = 19 - 23

Total Demand From Household Growth and Existing Households 2012 to 2017

(minus) Affordable units pending for development4 - 0
(equals) Excess demand for affordable rental housing units = 69 - 91
(times) Percent of demand capturable by subject Site X 65%
(equals) Total demand capturable by subject Site = 45 - 59

! Affordable to households earning 60% or below AMI, adjusted for household size.
? We estimate that household growth from outside the PMA will be 30%.

® This figure is based on previous place of residence data between 2005 and 2010 from 2010 ACS.
* At stabilized occupancy {95%).

Source: U.S. Census American Community Survey, Maxfield Research Inc.

MAXFIELD RESEARCH INC. 48




CONCLUSIONS AND RECOMMENDATIONS

Recommended Development Concepts

Based on the demand calculations for senior and general occupancy housing, the greatest
demand is for affordable active adult senior housing and affordable general occupancy housing.
As Table 10 shows, there is sufficient demand to support up to 38 affordable active adult rental
units in 2017 and up to 45 to 59 affordable general occupancy rental units (Table 22).

Table 23 presents the proposed unit mix, sizes and monthly rents for either an affordable active
adult rental development or affordable general occupancy development. The senior housing
concept has a greater proportion of one-bedroom units due to the smaller average household
size. The recommended rents are quoted in 2012 dollars and can be trended upward by 2.5%
annually prior to occupancy to account for inflation depending on overall market conditions.

TABLE 23
RECOMMENDED DEVELOPMENT CONCEPT
SUBJECT SITE
August 2012
-- Unit Mix -- Gross Unit Size Price/
Unit Type No. Monthly Rent* (Sq. Ft.) Sq. Ft.
- . Affordable Active Adult Senior Houisne. = = =
1BR 17 - 17 $775 - $800 650 - 700 $1.14 - $1.19
1BR/D 11 - 11 $900 - $975 750 - 850 $1.15 - $1.20
2BR 12 - 12 $1,000 - $1,025 875 - 925 $1.11 - $1.14
TOTAL 40 - 40 Weighted Average  $1.16
~ __ Affordable General Occupancy Houisng -

1BR 11 -12 $725 - $750 650 - 700 $1.07 - $1.12
2BR 23 - 25 $825 - $950 875 - 925 $0.94 - $1.03
3BR 11 -13 $1,100 - $1,200 1,150 - 1,200 $0.96 - $1.00
TOTAL 45 - 50 Weighted Average  $1.01

* Monthly rents are quoted in 2012 dollars and includes heat, water, and trash removal; monthly
fees can be trended upward by 2.5% annually to occupancy.

Source: Maxfield Research Inc.
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Suggest Features and Amenities

At a minimum, the following bullet points outline the recommended in-unit features and com-
munity amenities that should be incorporated into the affordable units. These recommenda-
tions closely mirror the features and amenities that are available at new affordable rental de-
velopments across the Metro Area.

In-Unit Features

o Full size appliances, including built-in microwave, refrigerator, stove and dishwasher
e Abundant cabinet space

e Kitchen island in two- and three-bedroom units

e Air conditioning

¢ Full size washer/dryer

e Abundant closet space

e Window blinds

Building Features & Amenities

e Attractive entrance lobby/reception and waiting area;

¢ On-site management and leasing office;

¢ Community room;

e Centrally-located elevators;

e Bike rack and bike storage (secured);

e Trash & recycling room (each floor recommended);

e Underground parking (one stall included in monthly rent);
e Private resident storage areas; and

e Satellite and Cable TV access.

Projected Absorption

Based on current market conditions and vacancies among the existing competitive properties in
and near the PMA, we project that approximately 30% of the affordable active adult units
would be pre-leased (12 units) with the remaining units leasing at a rate of between 4 and 5
units per month, with stabilized occupancy (95%) reached within 5 to 7 months of opening.

For the affordable general occupancy units, we project that approximately 40% of the units
would be pre-leased (18 to 20 units) with the remaining units leasing at a rate of between 5 and
6 units per month, with stabilized occupancy (95%) reached within 4 to 6 months of opening.

This absorption period and projected absorption rate assumes that the project would open for
occupancy during the peak leasing season beginning in mid to late spring to allow for the max-
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imum exposure to prospective renters and that an effective marketing campaign will be under-
taken to generate awareness of the project. If the project comes on-line during the late fall or
winter months (November through February), absorption will be extended by an estimated two
to three months beyond our initial projection, resulting in a slightly slower period from lease-up
to stabilized occupancy.
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