PROPOSED AMENDMENT TO THE 2040 HOUSING POLICY PLAN
(pagination reflects the 2040 Housing Policy Plan available on the Council’'s website)

Executive Summary, page 1:
Like a diversified steek investment portfolio, a diversity of housing types can increase local government

resiliency through changing economic climates.

Executive Summary, page 2:
o Needs are growing: Between rew2010 and 2040, the region will add 394;000367,000
households; roughly 40% will earn less than 80% of area median income ($63,900 for a family
of four).

o More people will need affordable housing options: The Council forecasts that between 2020
and 2030, our region will add 49;5606-37,400 low- and moderate-income households who will
need new additional affordable housing. For comparison, in the first three years of this decade,
the region added just under 3,000 new affordable units, far under the need.

Executive Summary, page 3:

Introduction, page 5:
Like a diversified steek investment portfolio, a diversity of housing types can increase local government

resiliency through changing economic climates.

Introduction, pages 6-7:

More people. Over the next 30 years, our region is
projected to grow by 824,000783,000 residents, a gain of
29%27% from 2010. More births than deaths and longer life
expectancies will account for evertweo-thirds three-quarters
of this population growth. People moving here from other
parts of the nation and world—attracted by our region’s
economic opportunities—will account for the remaining ene-
third-one-quarter of this growth. (For more information, see
the Metropolitan Council’'s MetroStats: Steady growth and
big changes ahead: The Regional Forecast to 2040.)

Figure 1: Twin Cities Population (in millions)
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Source: U.S. Census Bureau; Metropolitan

households will require ever nearly 13,000 new housing Council Regional Forecasts
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units a year on average between today and 2040. While this level of housing production is less than the
annual average of the last 40 years, it is more than the region produced in the eight years following the
housing boom years of the early 2000s.

Figure 2: New Housing Units Permitted
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Source: Metropolitan Council Residential Construction Survey

Demographic shifts in age. Our region is aging rapidly. More than one in five residents will be age 65
and older in 2040, compared to one in nine in 2010. Furthermore, three-quarters four-fifths of
household growth between 2010 and 2040 will be among older households (those headed by
individuals age 65 and older).
and-one-inthree Nearly half of net new households will be |nd|V|duaIs I|V|ng alone These demographlc
changes will shape the location and type of real estate needed over the next three decades.

Older households and single-person households witheut-children-{whetheryoung-er-old) are more likely
to prefer attached housing in walkable, amenity-rich neighborhoods. While many senior households

want to age in place, the massive
increase in the senior population
will magnify the impact of those
seniors who choose to move.
61000 | °2990  Senior households are likely to
want smaller, low-maintenance
housing products, and easy access
to services and amenities. Most
senior households live on fixed
incomes and have a greater

m Ages 25-64
interest in or need for rental
m Ages 15-24 394,000 [ 415,000 [ 432,000 AR ) .
g 384,000 housing; this preference for renting

LTSSV 551,000 [l 603,000 [l 626,000 [ 667,000 RN NSV INPIORINSENY

Figure 3: Forecasted Twin Cities Population by Age

475,000

307,000

Ages 65+

2010 2020 2030 2040 Over the 20 years from 1990 to
Source: U.S. Census Bureau; Metropolitan Council Regional Forecasts, 2015 update 2010, 91% of net household growth
was among households in the peak

home-buying years of age 35 to 65. In contrast, from 2010 to 2040, 74% 80% of net household growth
will be among households in the home-downsizing years of age 65 and above. Today, most baby
boomers are still in the peak home-buying years. However, by the end of the next decade, the number
of baby boomers likely to downsize their homes will be greater than the number of younger buyers
looking to move into larger housing. Demand will likely remain high for attached and small-lot housing
in walkable and amenity-rich neighborhoods.'
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Figure 5: Forecasted Twin Cities Households by Age and Size
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Source: U.S. Census Bureau; Metropolitan Council Regional Forecasts, 2015 update

Introduction, page 8:

Demographic shifts in race and ethnicity. By 2040, 40% 41% of the Twin Cities population will be

people of color, compared to 24% in 2010.

Introduction, page 9:

Many of these aging units have become more affordable but may not be viable."

Figure 4: Units with Serious Maintenance Problems

Built before Built 1960 to  Built 1980 to
1960 1979 1994

Source: U.S. Census Bureau, American Housing Survey 20072013

Metropolitan Public Use File®

B Single-family = Multifamily

21,008

Built 1995 or

Over 437,600 490,000 single-family
units and ever-90,000 nearly 119,000
multifamily units have a serious
maintenance problem, such as water
leaks or holes in the floors. Of

particular concern are neary-180,000
roughly 186,000 single-family units and

nearly-30,000 roughly 35,000
multifamily units built before 1960;
many of these units have aged into
affordability but are at risk of functional
obsolescence. While multifamily units
are less likely to have a serious
maintenance problem than single-
family units, they are important to
maintain given the expected
preferences of future households.

Additionally, there are nrearly-53;000 over 87,000 newer units (those built in 1995 or afterward) with a
serious maintenance problem. Preventing these units from further deterioration will help preserve the

housing as it becomes more affordable with age.
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Introduction, page 9-10:

As a result, rates of housing cost burden have increased across the region," particularly between 2000
and the 2008-2012 2009-

2013 period:
Figure 5: Rising Housing Cost Burden
e The number of
households
experiencing severe
housing cost burden 153,312

doubled between
2000 and 2008-2012

m Severe cost burden
(paying more than 50%

2009-2013. 77,317 of income on housing)
e The number of 215,340 m Moderate cost burden

households 141,521 (paying 30% to 49% of

experiencing any income on housing)

housing cost burden

grew by #5% 68% 2000 2009-2013

over the same time

per'od Source: U.S. Census Bureau, Decennial Census and American Community Survey
10d.

e By the most recent data period, mere-than nearly one-third of households in our region were
paying at least 30% of their income for housing, and almost one in seven was paying at least
50% of their income for housing. This includes 419;000 126,000 metro households earning 50%
of area median income or less who are severely cost-burdened."

e Households of color experience severe housing cost burden at rearly twice the rate, and Black
households at nearly 2.5 times the rate, of white, non-Latino households."

Introduction, page 11:

Figure 6: Areas of Concentrated Poverty in 1990, 2000, and 2007-2011-2009-2013
In 2007-2014 2009-2013,

In 1990, 8186 census tracts In 2000, 6174 census tracts
. . 112106 census tracts were
were considered Areas of were considered Areas of .
considered Areas of
Concentrated Poverty. Concentrated Poverty.

Concentrated Poverty.
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Introduction, page 12:
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Introduction, page 1

3-14:

In addition to the publicly subsidized affordable housing stock, there are also many units of
unsubsidized affordable housing—housing whose rents or sale prices make them affordable to low-

Table 1: 2044 2015 Area Median Income (AMI) by household size
Minneapolis-St. Paul-Bloomington metropolitan statistical area

and moderate-income
households. Using an
affordability threshold
of 80% of area median
income, the region has
518,000 493,000
affordable owner-
occupied units and
318,000 338,000
affordable rental units,
including both
subsidized and
unsubsidized.” (There
are also approximately
14,000 manufactured
homes that are likely to
be affordable.)
However, many of
these housing units are
occupied by
households earning

Household Size:

Extremely Low
Income (at or
below 30% AMI)

Very Low
Income (at or
below 50% AMI)

Low Income (at
or below 80%
AMI)

One-person $LA00 $29,050 $44.750
$18,200 $30,350 $46,100
Two-person $1ocno e $51,150
$20,800 $34,650 $52,650
Three-person $22.400 $37,350 $57,550
$23,400 $39,000 $59,250
Four-person $24-2E0Q $444EQ $Ee2000
$26,000 $43,300 $65,800
Five-person $27:910 $44;800 $69;050
$28,410 $46,800 $71,100
Six-person e $48400 $74,150
$32,570 $50,520 $76,350
Seven-person §2e020 $51,400 $79,250
$36,730 $53,700 $81,600
Eight-person $£40:000 $E47ED $84,350
$40,890 $57,200 $86,900

Source: U.S. Department of Housing and Urban Development, FY 2014 2015 Income Limits

Figure 7: Housing Cost Burden by Income Level

134,184

116,846
89,144

Count of households

Up to 30% of area
median income (AMI)

121,571

31% to 50% of AMI

Household Income

168,981

51% to 80% of AMI

= Total households for whom cost burden is determined
B Experiencing housing cost burden
B Experiencing severe housing cost burden

Source: U.S. Census Bureau, 2007-2011-Comprehensive-Affordablity-Strategy-Data;
2009-2013 American Community Survey Public Use Microdata Sample.

more than 80% of area median
income, increasing the gap in the
supply of units affordable and
available to lower-income
households.

Even with the existing supply of
affordable housing, more than
265000 282,000 low- and
moderate-income households in
the region are paying more than
30% of their household income
on housing costs, and rearly
140.000-144,000 of those are
paying more than half their
income on housing.

Furthermore, construction of new
affordable housing has been
dropping significantly. In 2006,
the Metropolitan Council
projected that the region should
add 51,000 new units of
affordable housing between 2011

and 2020 to accommodate the forecasted growth in low- and moderate-income households. (Note that
this ignores the need for affordable housing that existed in 2010, that is, the 66,000 144,000
households paying more than half of their income on housing—much less the additional 196,000
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138,000 who are paying between 30% and 50% of their income on housing. These are the low- and
moderate-income households that currently experience housing cost burden.) Over the first three years
of the decade the region added 2,993 new affordable units, meeting just over 5% of the decade-long
need. At this pace, it will take the region more than four decades to meet only one decade’s need for
affordable housing.

Introduction, page 14:

Looking ahead, the Council forecasts that between 2020 and 2030, our region will add 49;500 37,400
low- and moderate-income households who will need new affordable housing-eptiens.” Even if we are
successful at addressing today’s housing cost burden, the challenges will continue to increase with the
region’s ongoing population growth.

Part Il: Outcomes (Prosperity), page 39:

o Expand viable housing options by investing in and encouraging rew additional affordable
housing in higher-income areas of the region, particularly in areas that are well connected to
jobs and opportunity.

Part Il: Outcomes (Equity), page 45:
e Expand viable housing options by investing in and encouraging rew additional affordable
housing in higher-income areas of the region, particularly in areas that are well connected to
jobs and opportunity.

Part Il: Outcomes (Equity),
page 47:
e Allocating each growing

Figure 8: High-income census tracts
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Part Il: Outcomes (Equity), page 48:

While access to transit can expand household transportation choices particularly for low-income
households, access to transit should not constrain where new additional affordable housing is
constructed. Even among the lowest income households—those earning less than $30,000 a year—
64% of all trips are by automobile.*

Part Il: Outcomes (Equity), pages 50-51:

In summer 2015, two important pieces of federal guidance relating to the Fair Housing Act were

released.

In June 2015, the Supreme Court ruled in Texas Department of Housing and Community Affairs v.
Inclusive Communities Project, Inc. that disparate impact claims are valid under the Fair Housing Act.
The court ruling established that proven discriminatory intent is not necessary to determine that a
disparate impact has occurred in violation of the Fair Housing Act. However, the Court’'s decision does
allow policies with disparate impact if they are necessary to achieve a valid interest.

In July 2015, HUD issued a final rule on Affirmatively Furthering Fair Housing. The rule reads:

Affirmatively Furthering Fair Housing (AFFH) means taking meaningful actions, in addition to
combating discrimination, that overcome patterns of segregation and foster inclusive
communities free from barriers that restrict access to opportunity based on protected
characteristics. Specifically, AFFH means taking meaningful actions that, taken together,
address significant disparities in housing needs and in access to opportunity, replacing
segregated living patterns with truly integrated and balanced living patterns, transforming
racially and ethnically concentrated areas of poverty into areas of opportunity, and fostering and
maintaining compliance with civil rights and fair housing laws."

This rule clarifies that all entities receiving HUD funding—such as the Council through the activities of
the Metro HRA—are accountable to affirmatively further fair housing. Other Council programs and
policies, including the review of comprehensive plans, Livable Communities Act activities, and Housing
Performance Scores, are not funded through HUD programs-and-are-notdirectlyaccountable to-the
newrule. Nonetheless, the Council will continue to advance and advocate for fair housing through the
Council roles articulated throughout this Plan.

Both the HUD rule on Affirmatively Furthering Fair Housing and the Supreme Court ruling on disparate
impact and housing discrimination contain interpretations of the Fair Housing Act that support a
“both/and” approach toward the challenges of providing housing choices to all regardless of race,
ethnicity, and income. HUD's release of the rule noted, “By encouraging a balanced approach that
includes targeted investments in revitalizing areas, as well as increased housing choice in areas of
opportunity, the rule will enable program participants to promote access to community assets such as
guality education, employment, and transportation.” This Plan advocates for both increasing
opportunities for low-income households to find housing in higher-income and opportunity-rich
neighborhoods AND improving outcomes and opportunities for households living in all areas of
concentrated poverty.
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Established in 2002, the region’s Fair Housing Implementation Council (FHIC) provides a venue for
local entitlement communities™ to voluntarily cooperate to develop a regional response to the HUD-
required Analysis of Impediments (Al) to fair housing choice and to leverage their use of federal CDBG
and HOME funds to affirmatively further fair housing. The current signatories to the 2012-2015 FHIC
Cooperative Funding Agreement are the Anoka County Housing and Redevelopment Authority, Dakota
County, Hennepin County, Ramsey

County, Washington County, and the Figure 18: Jurisdictions participating in erconsidering-participation-in the 2014

cities of Coon Rapids, Woodbury, Regional Analysis of Impediments to Fair Housing Choice

Minneapolis and Saint Pauland-the o |

Metropolitan-Gouncil. N\ Entitiement Cities TEEEEE | A
Entitlement Counties

In developing an Al, jurisdictions Participating Counties

examine the impediments or barriers ~__ county

to fair housing, housing choices, and Boundaries

the availability of housing choice that %‘i:s"igp \

affects protected classes” within a Boundaries —r'

geographic region. The essential
components of an Al include:

e Reviewing the state’s or the
entitlement jurisdiction’s —e
laws, regulations and ‘ 7
administrative policies, 1AL Y

procedures, and practices. -
CARVER 7

e Assessing of how those laws |
affect the location, ZK
availability, and accessibility £
of housing.

e Evaluating of conditions, “-4.,;
public and private, affecting
fair housing choice for all
protected classes.

e Assessing of the availability ——
of affordable, accessible
housing in a range of unit sizes.

1172015

The FHIC has produced an Als in 2001, and 2009, and is-preparing-the 2014-A12015. As prepared, the
Fhe 2015 Al is-expected-te covers the jurisdictions receiving direct funding from HUD—that is, the cities
of Bloomington, Coon Rapids, Eden Prairie, Minneapolis, Minnetonka, Plymouth, Saint Paul and
Woodbury, as well as Anoka, Dakota, Hennepin, Ramsey and Washington counties. In addition to the
thirteen entitlement jurisdictions, the Carver County Community Development Agency, the Scott County
Community Development Agency, and the Metropolitan Council participated in and helped fund the Al
to ensure that the process encompassed all seven counties of the metropolitan area. (The Council
itself does not receive either CDBG or HOME dollars and is therefore not required to complete an Al.
However, the Council contributes funding, participation, and technical support to the work of the FHIC
to identify and develop strategies that address impediments to fair housing in the region.) Fe-date-the

As detailed above, protected classes under Minnesota law are race, color, religion, sex, disability or handicap,
familial status, national origin, creed, sexual or affectional orientation, marital status, and receipt of public
assistance.
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The State of Minnesota’s Al—led by DEED in coordination with Minnesota Housing and the DHS—also
addresses the seven-county metro area. These organizations jointly certify that they will affirmatively
further fair housing when using HUD resources and that such responsibility will be extended to
downstream recipients of the funding, such as local program administrators or developers.

Under the new Affirmatively Furthering Fair Housing rule, a new Assessment of Fair Housing will
replace the Analysis of Impediments process. While HUD has not yet released all of the details of or the
expected timelines for the Assessment of Fair Housing, the approach clearly builds on the work that the
Council conducted to develop Choice, Place, and Opportunity: An Equity Assessment of the Twin
Cities.

Council role

e Elect to adopt a Council-wide Fair Housing Policy.

e Require Livable Communities Act grant recipients to have fair housing policies and provide best
practices to support local government efforts.

e Require housing projects funded through the Council Livable Communities Act grants to have
affirmative fair housing marketing plans.

e Recognize local efforts to further fair housing by including Fair Housing elements in the Housing
Performance Scores (see more in Part Il1).

e Participate in the Fair Housing Implementation Council_and provide both_data tools and
technical assistance to support the 2015 Regional Analysis of Impediments and future
Assessments of Fair Housing.

e Support local fair housing planning and decision-making with data tools, best practices, and
technical assistance.

e Encourage local comprehensive plans to align with the Regional Analysis of Impediments to
Fair Housing and the statewide Analysis of Impediments to Fair Housing.

e Collaborate with the authors of the statewide Al to ensure consistency with the housing priorities
of the Twin Cities region.

e Complete an Assessment of Fair Housing within the timelines prescribed by HUD and use the
Metro HRA'’s Public Housing Agency Plan to affirmatively further fair housing within Metro
HRA's operations.

Part Il: Outcomes (Livability), page 54:

Communities throughout the region recognize the significance of housing quality, choice, and
affordability. The region is expecting 394,000 367,000 new households by 2040.

Part Il: Outcomes (Livability), page 54:
Together, Minneapolis and Saint Paul have mere-than nearly 4 in 10 of the region’s multifamily units.
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Part ll: Principles (Accountability), pages 71-73:

Ll 2z S 2000 2008 2009 2010 2011 2012 2013
being measured

3. Balance of low-income households and affordable housing: Create and maintain housing choices across the region
3a. Percent of 100%
communities lacking —
sufficient affordable 50%
. . @ 73% 1% 72% 69% 69%
hoqsmg options f_or N/A N/A 84% 81% 78% 73% 80%
their households with 0% -+ r r T T :
income at or below 30% 2009 2010 2011 2012 2013
of AMI
3b. Percent of 60% -
communities lacking \/
sufficient affordable 30% -
. . 55% 35% 43% 28% 32%
housing options® for N/A N/A 2 o 7 o %
their households with SR 49% U 34% pete 0% : . . . :
income at or below 50% 2009 2010 2011 2012 2013
of AMI
3c. Percent of 40% 1
communities lacking
ici 20% A
i aforistle L aee aew o oam TN S~
. . 28% 15% 20% 12% 16%
their households with 0% r r : T :
income at or below 80% 2009 2010 2011 2012 2013
of AMI
4. Balance of low-income households and affordable housing in transit station areas®: Ensure a mix of housing affordability along the region’s transit
routes and corridors
4a. Transit station 100%
areas lacking sufficient ~——
affordable housing® N NIA 93% 89% 86% 85% 84%  50%
for their households 84% 86% 84% 67% 63%
with income at or below 0% - : : . : .
30% of AMI 2009 2010 2011 2012 2013
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Measure and strategy 2000 2008 2009 2010 2011 2012 2013

being measured

4b. Transit station 30%

areas lacking sufficient

affordable housing® N/A N/A e L 2204 L 22% 1%

for their households 22% 21% 21% 22% 23%

with income at or below 0% - T T T T ‘
50% of AMI 2009 2010 2011 2012 2013

4c. Transit station 10%

areas lacking sufficient

affordable housing® N NIA 0% 0% 0% 0% 0% 5%

for their households 1% 1% 1% 0% 0%

with income at or below 0% - r r e~ :
80% of AMI 2009 2010 2011 2012 2013

6. New affordable housing units in higher-income areas: Encourage new affordable and mixed-income housing in higher-income areas of the region

100
Number of new 79 as NIA 50
affordable units in N/A N/A N/A N/A 93 94 6
higher-income areas 0 - . : : : )

2009 2010 2011 2012 2013

7. Share of region’s population living in Areas of Concentrated Poverty: Increase wealth, increase income diversity, and expand housing options for
people with lower incomes to reduce the share of the population living in Areas of Concentrated Poverty

20.0%
7a. Share of population ————
A 11.5% L0 g N/A  10.0%
0,
living in Areas of 6.6% N/A N/A 10.9% 11.3% 12.4% 12.8% ®
Concentrated Poverty 0.0%
. (Vs T T T T T 1
2000 2010 2011 2012 2013
7b. Share of population 20.0%
living in Areas of
Concentrated Poverty 7 9-3% 9206 9-8% N/A 10.0% —_—
where at least half of St N/A e 9.2% 9.1% 9.6% 9.7% *
the residents are 0.0% - . T r T . )
people of color 2000 2010 2011 2012 2013
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8.Share of Section 8 Housing Choice Voucher holders living in Areas of Concentrated Poverty: Promote greater Section 8 mobility for voucher

holders and greater participation in Section 8 among property owners across the region

40.0% o~
8a. Share of Section 8 .
Housing Choice 37.704 20.0%
Voucher holders living 21.0% N/A N/A N/A N/A ’ i)
. 35.3% 37.5%
in Areas of 0.0% - : . . . : )
Concentrated Poverty 2000 2010 2011 2012 2013
8b. Share of Section 8 40.0%
Housing Choice =
Voucher holders living 20.0% | ¢
in Areas of 30.1% N/A

0,
Concentrated Poverty S N/A e NIA N 29.2% 30.0% 0.0% ' ' . . ' .
where at least half of 2000 2010 2011 2012 2013

the residents are
people of color
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Part lll: Council Policies and Roles, page 79:

The Need attempts to provide the most objective, accurate prediction possible of the number of new
low- and moderate-income households that will need affordable housing without considering the cost
of, resources available; for, or barriers to building that housing. Looking ahead, the Council forecasts
that between 2020 and 2030, our region will add 37,400 low- and moderate-income households that will
need new affordable housing.™ (For more information on the calculations, see Appendix B.) The Need
measures future affordability demand and does not incorporate existing unmet demand for affordable
housing. It is determined every 10 years as a precursor to the decennial comprehensive plan updates.

Over the last three years, resources distributed through the Consolidated Request for Proposals have
supported the seven-county development of:

e 2012: 763 new multifamily rental affordable housing units
e 2013: 422 new multifamily rental affordable housing units

e 2014: 1,182 new multifamily rental affordable housing units (including units funded with the
Housing Infrastructure Bonds that Minnesota Housing received in 2014)

Multifamily rental units funded through the Consolidated Request for Proposals are generally affordable
to households earning 50% of AMI with some units reserved for households earning 30% of AMI. While
not all new affordable rental units in the region receive funding through the Consolidated Request for
Proposals, these numbers provide some sense of scale—fewer than 2,500 new affordable rental units
over three years.

Looking at projects selected to receive funding in 2014, overall per-unit total development costs varied
from $110,000 for single-room occupancy facilities such as the proposed Catholic Charities Higher
Ground St. Paul to $259,000 for family townhomes such as the proposed Morgan Square Townhomes
in Lakeville. Excluding single-room occupancy facilities and recognizing the range of pro formas, the
average subsidy—including tax credit equity and public grants—is $185,000 per affordable unit. This
suggests that meeting the 2021-2030 need for housing units affordable to households earning 50% of
AMI and below would require over $5 billion in subsidy over the decade or over $500 million a year, far
less than the available resources.

As currently deployed, existing state and federal funding sources are inadequate to subsidize the
regionwide need for additional housing for low- and moderate households. While local governments
can and do support affordable housing development through financial contributions, fee waivers, and
policies such as density bonuses, the Council does not expect local governments to underwrite the
unmet need for additional affordable housing.

Local governments are responsible for guiding adequate land at minimum densities necessary to allow
affordable housing development to meet their share of the region’s Need. The availability of land that
can support affordable housing gives developers a variety of geographic choices to consider for a
affordable housing development; developers building affordable housing across the region give low-
and moderate-income households viable options as to where they live.

Part lll: Council Policies and Roles, page 80:
Overview of allocation methodology

Appendix B provides a detailed methodology to the Allocation of Affordable Housing Need for 2021-
2030. This updated methodology has three main steps:

e Part | forecasts the proportion of 2021-2030 net growth in households that will need affordable
housing, resulting in a regional Need of 37,900 additional affordable housing units:
o 18,900 housing units for households earning at or below 30% of AMI

0 9,450 housing units for households earning from 31% to 50% of AMI
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o 9,550 housing units for households earning from 51% to 80% of AMI (assuming a 5%

vacancy rate).

o Part Il allocates that regional Need to each community in the region with sewer service in
alignment with the Council’s policy of limiting growth in areas without sewer service. Additional
adjustment factors allocate relatively more new affordable housing where the housing will help
expand housing choices the most.

e Part Il distributes each community’s adjusted allocation into the three bands of affordability.
Each community’s share of existing affordable housing within each band of affordability affects
how much of its Need is distributed into each band.

Figure 19: Allocation methodology overview

Part lll:

Part | Part Il:
Break down

Forecast the number of Develop the total

communities' total
allocations into "bands

of affordability"

new affordable units allocation for each
needed in the region community

Rather than allocate a Need number to communities that is simply the same share of their total
forecasted growth as the overall Need for the region, two specific key adjustment factors will-be are
used to better reflect unique characteristics of each city that impact the Need:

o Ratio of low-wage jobs to low-wage workers: The ratio of low-wage jobs in the community to
low-wage workers who live in a community indicates whether a community imports low-wage
workers to fill its low-wage jobs and could therefore use mere-new additional affordable housing
for those workers.

¢ Existing affordable housing: Placing rew additional affordable housing in communities where
existing affordable housing is scarce expands choice for low-income households.

The existing affordable housing stock has twice the impact on a community’s allocation as its ratio of
low-wage jobs to low-wage workers because the existing housing stock is a more stable and place-
based indicator; workers are more likely to move than is housing stock.

Table 6: Adjustment factors to the Allocation of Affordable Housing Need

Adjustment factors Need is increased for Need is reduced for
communities that have: communities that have:

Ratio of low-wage jobs to low- Relatively more low-wage jobs Relatively more low-wage

wage workers than low-wage workers living in  workers living in the community
the community than low-wage jobs

Existing affordable housing Lesser share of existing Greater share of existing
affordable housing than the affordable housing than the
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region-overallaverage sewered regioh-overall average sewered
community community

So that local jurisdictions can plan toward a stable number in developing their local comprehensive plan
updates, the Council does not presently plan to revise the Need numbers for 2021-2030. However, the
Council adjusts the Allocation of Affordable Housing Need for individual communities when the Council
revises household forecasts as a result of either comprehensive plan updates or amendments. If
unforeseen shifts in the landscapes of population growth and/or affordable housing need occur, the
Council will consider an update to the Allocation of Need for 2021-2030.

+ Distribute the local Allocation of Affordable Housing Need to each jurisdiction with System

Statements in fall 2015.

¢ Review 2040 local comprehensive plan updates and subsequent amendments to verify that
each community is quiding an adequate supply of land to accommodate its share of the region’s
need for low- and moderate-income housing, i.e., the Allocation of Affordable Housing Need.

Part lll: Council Policies and Roles, page 81:

As mentioned previously, the Need and the Goal are frequently confused. Where the Need is a proxy
for demand for rew additional affordable housing that should be addressed in local comprehensive
plans, the Goal is a mechanism for participants of the Livable Communities Act to show their
commitment and effort to produce affordable and life-cycle housing. With their Goal expressing a desire
to expand housing choices, the LCA-participating communities are aided and rewarded by access to
the LCA funding discussed on page 84. The two measures are products of different legislation with
different purposes and requirements. One of the desired outcomes of this Housing Policy Plan is to
improve the understanding of the roles of these measures in the regional housing conversation.

Part lll: Council Policies and Roles, pages 82-83:
Emerging from this Housing Policy Plan will be a new set of scoring criteria the Council will ereate use
to develop Iocal Scores annually This methodoloqv replaces the Gurdellnes for Housrnq Performance

Perfermanee%eeres—The qoals of the revisions to the Housrnq Performance Scores are to

e Better recognize local variations in their fiscal, technical, and human resource capacity, existing
built environments, cost and availability of land, and existing level of developer interest.
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e Provide all cities and townships a real possibility of achieving high Housing Performance Scores
if they are active in providing affordable housing or related services.

¢ Make the scoring process more transparent.

e Minimize the administrative burden on cities by leveraging information from sources such as
applications to the Consolidated Request for Proposals and county housing investments.

The Council expects that these refinements to the Scores will lead to both a better ability to evaluate
local performance on expanding affordable housing and also a greater opportunity to help cities
connect tools, ideas, and resources with development opportunities, potential partners, and a larger
pool of funding and technical options.

Council actions

e Use the approach defined-outlined above and detailed in a separate policy to update calculate
the-Council'scaledlation-of Housing Performance Scores annually beginning-in-2015.

e Discontinue the calculation of county Housing Performance Scores and embed county activities
into city and township Housing Performance Scores.

¢ Review the methodoloqy for the calculation of the Housing Performance Scores every two
years, starting in 2016.
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¢ |mplement the transition from the 2002 Housing Performance Scores methodology to the 2015
Housing Performance Scores methodology with a hold harmless that no city will receive a 2015
score lower than 80% of the average of their 2010-2014 Housing Performance Scores.

e Use the mechanism of collecting data for the Housing Performance Scores to refer jurisdictions
to best practices, technical tools, and funding opportunities.

e |Institutionalize local government review and comment on their preliminary Housing Performance
Scores and create a formal structure for local governments to provide the Council additional

information.

Part lll: Council Policies and Roles, pages 86-87:

The SAC system is a complex structure governed by state statutes and administrative procedures. As a
result, it is both politically and straeturally financially challenging to leverage SAC to promote affordable
housing. Through its outreach- and engagement—and-policy-development on-the 2040 \Water

ResourcesPolieyPlanto-be-adepted-in 2015, the Council will determine if there is a viable opportunity
to promote affordable housrng productron through its handlrng of SAC. Ihe—2949—Wafeer—ReseHrees

Council actions to leverage the Sewer Availability Charge structure to expand affordable housing
¢ Collaboratively explore opportunities to promote affordable housing production through its handling
of SAC and if any are identified, mcIude those in the Sewer Avallabllltv Charqe Procedure Manual

Part lll: Council Policies and Roles, page 89:

Rewview-of-Housing Requirements for Local Comprehensive Plans

Cities, townships, and counties in the seven-county area prepare local comprehensive plans as
required by the Metropolitan Land Planning Act. These plans must include a housing element and a
housing implementation program. Local governments will begin this decade’s round of local
comprehensive plan updates following Council adoption of Thrive MSP 2040 and the systems and
policy plans (including this Housing Policy Plan) and the anticipated September 2015 distribution of
Systems Statements. Comprehensive plan updates must be submitted to the Council in 2018. The
Council assists local governments to create consistent, compatible, and coordinated local
comprehensive plans that achieve local visions within the regional policy framework.

The Council reviews updated local comprehensive plans based on the requirements of the Metropolitan
Land Planning Act and the comprehensive development guide (Thrive MSP 2040 and the system and
policy plans). The Council considers each local comprehensive plan’s compatibility with the plans of
other communities, consistency with adopted Council policies, and conformance with metropolitan
system plans. If the Council finds that a community’s local comprehensive plan is more likely than not
to have a substantial impact on or contain a substantial departure from metropolitan system plans, the
Council can require the community to modify its local plan to assure conformance with the metropolitan
systems plans (Minn. Stat. 473.175).

Under the Metropolitan Land Planning Act, local comprehensive plans must include a housing element
that:
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e Contains standards, plans, and programs for providing adequate housing opportunities to meet
existing local and regional housing needs;

e Contains standards, plans, and programs for providing adequate housing opportunities to meet
projected local and regional housing needs; Aacknowledges the community’s share of the
region’s need for low- and moderate-income housing (the Need); and promotes the availability
of land for the development of low- and moderate-income housing; and

¢ Includes an implementation section identifying the public programs, fiscal devices, and official
controls, and specific actions the community will use to address their existing and projected
needs Need-(Minn. Stat. 473.859, subd. 2 and 4).

With the development of this Housing Policy Plan, the Council has identified an opportunity to improve
the consistency and quality of the housing elements and implementation programs of local
comprehensive plans. While communities are now guiding enough residential land at densities to
support affordable housing development to address their Need, the Council did not provide specific

guidance to local communities in the last plannlnq round on other housing element requwements in the
Metropolltan Land Plannlnq Act

Figure 20: Components of the housing element of local comprehensive plans

Projected affordable Implementation
housing needs program

Allocation of affordable *Public programs, fiscal

Existing housing
needs

«EXxisting housing

assessment
e|dentification of needs
and priorities

housing need devices, and specific
*Promoting the actions to meet

availability of land existing and projected
needs

Existing housing needs

Under the Metropolitan Land Planning Act, local comprehensive plans must include a housing element
that addresses existing housing needs in the community—in other words, the need for increased
affordability for the people who already live (and already vote) in the community. The existing housing
assessment serves as the starting point to determine a community’s existing housing needs. Complete
housing elements analyze the existing housing assessment through the lens of local knowledge and
priorities, identifying clear, specific housing needs to be addressed in the housing implementation
program. Housing elements must contain an assessment of existing housing, including at minimum:

e Number of existing housing units within the three bands of affordability:
0 30% or less of Area Median Income (AMI)
o0 Between 31% and 50% AMI
0 Between 51% and 80% AMI

o Split of rental and ownership housing

e Split of single-family and multifamily housing
e Units of publicly subsidized housing

e Number of existing households at incomes at or below 80% AMI that are experiencing housing
cost burden
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e A map of owner-occupied housing units identifying their assessed values, differentiating the
values above and below what is affordable to a family of four at 80% AMI (see Table 8)

This minimum information is both easily available and informative about existing housing needs. While
the Council will provide communities with basic data for their existing housing assessments, the Council
encourages communities to include any additional reliable data that enhance their existing housing
assessments.

Table 7: Home prices by household income (2013)

Household Income Threshold Household Income for a family of Affordable Home Price™
four (2013)

115% of area median income $94,650 $325,000

80% of area median income $64,400 $217,000

50% of area median income $41,150 $133,000

30% of area median income $24,700 $74,000

Projected affordable housing needs

The Council provides the projected affordable housing needs for each community through the
Allocation of Affordable Housing Need, described earlier in Part Ill. Allocating future need within the
three bands of affordability allows communities to focus on the kinds of affordable housing that are
most needed in their community. These future needs must be considered as communities guide future
land uses in their comprehensive plan updates. The Metropolitan Land Planning Act specifically states
that housing elements contain “land use planning to promote the availability of land for the development
of low and moderate income housing.” (Minn. Stat. 473.859, subd. 2(c))

Land availability is measured in comprehensive plans by having enough land guided at high enough
densities to support the creation of affordable housing sufficient to meet a community’s Need. Higher
density promotes the availability of land for affordable housing in several ways:

e |ncreased density correlates with reduced costs of developing new housing by reducing the per-
unit cost of land and fixed infrastructure. With limited resources for developing affordable
housing, mechanisms that reduce development costs promote new affordable housing.

¢ Increased density creates more housing units overall. New market-rate or luxury units can still
promote the availability of affordable housing by increasing the supply of all housing units.

e Sites with higher density signal to affordable housing developers where communities are more
likely to support affordable housing proposals.

For context, of the multifamily affordable units built between 2003 and 2013 in developments with at
least four units affordable at 60% AMI or less, the average project density was more than 49 units per
acre. The Council recognizes that flexibility is an important component of housing elements and that the
minimum densities provided below are significantly lower than that average of 49 units per acre. The
Council strongly encourages communities to consider densities higher than these minimums. The
Council will provide technical assistance to local governments to demonstrate what different densities
can look like in different kinds of communities. With the right design, higher density development can fit
well in almost any community.
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Communities should guide an adequate supply of land at appropriate minimum densities to meet their
Allocation of Affordable Housing Need. Communities have two ways to address the need for the 2021-
2030 decade:

e Option 1: Guide sufficient land at a minimum density of 8 units/acre to meet the community’s
total Need.

OR

e Option 2: Guide sufficient land at a minimum density of 12 units/acre to meet Need at 50% or
less of AMI (that is, the two lower affordability bands) and a minimum density of 6 units/acre to
meet need at 51%-80% AMI.

These options allow communities flexibility in how they guide land use to meet statutory requirements
within the range of community characteristics. Only enough land sufficient to address the Need must be
guided—for example, a Need of 100 units could be addressed by 12.5 acres quided at 8 units/acre, or
2.5 acres quided at 40 units/acre.

Additionally, communities that choose Option 2 and have a demonstrated history of creating affordable
units at densities lower than 6 units/acre may guide land at lower minimum densities (as low as 3-6
units/acre) when promoting land availability at the 51%-80% band of affordability.

Communities that do not guide an adequate supply of land at appropriate densities to meet their
Allocation of Affordable Housing Need—that is, communities that are not fulfilling their statutory role to
plan for their share of housing affordable to low and moderate income households—will be considered
inconsistent with Council policy and therefore will not be eligible to participate in, and receive funding
from, the Livable Communities Act programs. The Council fully acknowledges that land guided at
higher densities may develop at higher price points. (Communities that are not meeting their Goal for
affordable and lifecycle housing remain eligible to receive funding from the Livable Communities Act
programs and will continue to receive priority in selection for funding from the Local Housing Incentives

Account.).

In addition to meeting the requirements of the Metropolitan Land Planning Act, these minimum
densities help create opportunities across the region for new affordable housing rather than only in the
older parts of the region that have higher densities.

Fiqure 21: Options for quiding land to meet projected need for affordable housing

Option 2:

Guide sufficient land at a minimum
density of:

*12 units/acre to meet need at 50% or

Option 1:
Guide sufficient land at a minimum
density of:

8 units/acre to meet a community’s total

need

less AMI (combines the two lower
affordability bands)

*6 units/acre to meet need at 51%-80%
AMI

Implementation program

Communities have a variety of additional tools at their discretion to encourage, incent, and even directly
create affordable housing opportunities; guiding land at higher densities alone is insufficient to meet the
existing or projected needs for affordable housing. Complete housing-elements implementation
programs must petenly identify a community’s “public programs, fiscal devices and other specific
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actions to be undertaken in stated sequence” (Minn. Stat. 473.859, subd. 4) avaiable to meet housing
needs as stated in statute, and butalse clearly and directly link which tools will be used, and in what

circumstances, to explicitly address the needs previously identified. Fhe-housing-elementshouldfurther

The Council recognizes that this is a more robust application of the statutory language than in the last
round of comprehensive plan updates. The Council will ensure that technical assistance is available to
help communities identify and direct their resources. Complete housing implementation programs do
not have to commit every available tool to meet housing needs, but must identify and consider all
reasonable resources.

The Council will provide local planners a list of reasenable-recognized tools and resources to support
affordable housing development through the Local Planning Handbook. While the Council may not
require a community to adopt a particular tool, a community must describe which tools it will implement
and describe the sequence for their implementation. In the Council's review of the community's plan,
the Council may provide comments regarding the community's plan but will not judge the tools
proposed bv the communltv The-GeuneH—w#LnettheHeeemmend—speemc—teeMtepeemment—e#a

A , - By providing a list of tools that
many communltles successfullv use, the Councn hopes that local comprehensive plans will be clear,
transparent policy documents that provide road maps to address housing needs for planners, local
leaders, developers, and citizens alike. In addition to meeting the statutory requirements of the
Metropolitan Land Planning Act, these comprehensive plans will signal to developers where
communities are likely to support affordable housing and thereby make affordable housing
development a less risky proposition.

Council actlons to review comprehensive plan updates to expand housmg ch0|ces

o lncorporate-new Include updated housing requirements and review criteria in inte the 2015

update of the Local Planning Handbook.

e Provide technical assistance to communities desiring more detailed discussion about rew
requirements and review criteria.

e Provide communities basic data to inform their existing housing assessments.

e Provide technical assistance to communities desiring support identifying and understanding
available tools to meet existing and projected affordable housing needs.

o Review the housing element of 2040 Comprehensive Plan updates for completeness with rew
updated requirements-review-criteria.

e Provide technical assistance to communities desiring ways to get the most out of their housing
element beyond minimum requirements, both in the Local Planning Handbook and in direct
assistance if requested.

Renumbering and data updates:
Page 65: Table 78

Page 91: Table 89
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Page 103: Figure 20 23
Page 105: Figure 21-24
Page 107: Figure 22-25

Part IV: Opportunities for Collaboration, page 101:

Over one-third of households with a householder
age 65 or older—#3;660 more than 74,000
households—pay more than 30% of their income on
housing. Cost burden for seniors is particularly
severe among those who rent; nearly two-thirds of
renter households with a householder who is age
65 or older pay more than 30% of their income on
housing.™"
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Part IV: Opportunities for Collaboration, page 102:

Providing high-quality, accessible housing options for people with disabilities is a challenge for housing
development and especially affordable housing development. As our population grows and ages, the
availability of quality, accessible housing options for people with disabilities will be increasingly
important. In the seven-county region there are approximately-250;000 nearly 260,000 residents with a
disability, accounting for nearly 9% of the regional population.” Nearly-half{48%) More than four-
tenths (44%) of the region’s non-institutionalized residents aged 75 or older experience difficulty with
vision, hearing, mobility, personal care, or independent living, and 34%11% have moderate to severe
memory impairment.” Given the significant recent and forecasted growth in these older age cohorts,
there is likely to be additional growth in the number of people with disabilities due to aging and longer
life expectancies.

Part IV: Opportunities for Collaboration, page 103:

Figure 2023 Growth in older age cohorts

85+ 85,000

m75-84
m65-74

2000 2010 2020 2030 2040

Source: U.S. Census Bureau; Metropolitan Council Regional Forecasts

Part IV: Opportunities for Collaboration, page 104:

Housing affordability is a particularly important issue for people with disabilities. More than half of
households with disabilities in the region experience housing cost burden, compared to less than one-
third of households without disabilities.*"' Because of the typically low income of households with one or
more members with disabilities, publicly funded housing often connects housing investments and
people with disabilities. For example, in the region’s project-based Section 8 properties, 20% of units
are occupied by households with a non-elderly person with a disability.™" Similarly, 20% of people in
the region’s households with a Section 8 Housing Choice Voucher irclude-apersen-with have a
disability. In public housing, the rate is even higher—with 34%-ef-househelds-in one-third of public
housing have-a-person-with residents having a disability.*" The disproportionate residency of
households-with-a-person-with-a-disability people with disabilities in publicly-subsidized housing results

from several factors, including:

e The high rate of poverty for persons with a disability;
e Alack of accessible or highly affordable units provided by the private market;
e Possible discrimination faced by households in the private market.;-and
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Part V: Next Steps page 113:

With the amendment to this plan in 2015, the Council is now moving its focus from developing housing
policy to implementing housing policy in collaboration with local units of government.

Priorities through 2015 and the issuance of Systems Statements

¢ Identify indicators to measure how Council-supported projects advance equity.
e Adopt a fair housing policy.

e Analyze the impact of using the Housing Performance Scores as a prioritization factor and
evaluation measure in transportation investments.

e Align, to the extent possible, the priorities for the Livable Communities Act funding with the
policies in this plan.

production through its handlmq of Sewer Availability Charge, and, if any are identified, include

those in the Sewer Availability Charge Procedure Manual.

¢ Plan and facilitate, in coordination with the Equity in Place coalition, a series of public
engagement sessions in specific communities where more prominent disparities exist in our
region.

Addition to Appendix A after p. 118:

Three working groups were convened to advise the Council on the development of the Housing
Performance Score methodology, the Allocation of Affordable Housing Need methodology, and the
requirements for housing elements of local comprehensive plans. The first two groups continued work
begun in subgroups of the original Housing Policy Plan Work Group (HPPWG), supplemented with
additional participants. The Council invited additional participants to add perspectives that were lost
when some original HPPWG members did not reengage beyond their initial commitment, which ended
when the original Housing Policy Plan was adopted in December 2014. The third group was new and
consisted of some original HPPWG members (all members were invited to participate) and a significant
addition of technical staff from our partners in the local government community, particularly those with
expertise and experience in the comprehensive planning process.

Each of the three groups met a total of three times during January and February of 2015, contributing a
wealth of information, questions, and perspectives to consider in the drafting of this amendment.
Participants in the three workgroups are identified below:
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Members of the Housing Performance

Scores Workgroug

Organization

Cathy Bennett

Emily Carr
Theresa Cunningham

Barbara Dacy
Darielle Dannen

Kevin Dockry
Owen Duckworth

Mayor Debbie Goettel

Chip Halbach
Jill Hutmacher

Margaret Kaplan

Jake Reilly
Elizabeth Ryan

Nelima Sitati Munene

Jamie Thelen
Tim Thompson
Charlie Vander Aarde

Members of the Allocation of Affordable

Housing Need Workgroug

Urban Land Institute Minnesota / Regional
Council of Mayors
City of Brooklyn Park

City of Minneapolis
Washington County HRA

Metropolitan Consortium of Community

Developers
Hennepin County

Alliance for Metropolitan Sustainability
City of Richfield

Minnesota Housing Partnership

City of Arden Hills

Minnesota Housing

City of Saint Paul

Family Housing Fund

Organizing Apprenticeship Project

Sand Companies

Housing Preservation Project

Metro Cities

Organization

Karl Batalden

Kim Berggren
Jack Cann / Tim Thompson

Jessica Deegan

Owen Duckworth

Steve Juetten

Haila Maze

Patricia Nauman / Charlie Vander Aarde
Michele Schnitker

Angie Skildum
Mark Ulfers
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City of Woodbury
City of Brooklyn Park

Housing Preservation Project

Minnesota Housing

Alliance for Metropolitan Stability

City of Plymouth

City of Minneapolis

Metro Cities

City of St. Louis Park
Family Housing Fund
Dakota County CDA




Members of the Comprehensive Plan

Reguirements Workgroug

Organization

Chelsea Alger / Holly Kreft
Cathy Bennett

Doug Borglund

Kathleen Castle

Brenda Lano
Patricia Nauman / Charlie Vander Aarde

Lars Negstad
Rick Packer

Melissa Poehlman

Jamie Radel
Mark Ulfers
John Rask

Joyce Repya

Bryan Schafer
Brian Schaffer

Cindy Sherman

Nelima Sitati Munene

Barb Sporlein
Tim Thompson / Jack Cann

Bryan Tucker
James Wilkinson

Eric Zweber

City of Belle Plaine

Urban Land Institute Minnesota / Regional
Council of Mayors
Consultant

City of Shoreview
Carver County CDA
Metro Cities

ISAIAH

Mattamy Homes
City of Richfield

City of Saint Paul
Dakota County CDA

Hans Hagen Homes/ Builders Association of the
Twin Cities
City of Edina

City of Blaine
City of Minneapolis

City of Brooklyn Park
Organizing Apprenticeship Project

Minnesota Housing

Housing Preservation Project
City of Savage

Mid Minnesota Legal Aid
City of Rosemount
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Appendix B: Methodoloqgy of the Allocation of Affordable Housing Need

Definitions and Concepts

The following definitions and concepts are important for understanding the methodoloqgy behind the
Allocation of Affordable Housing Need in the Twin Cities region between 2021 and 2030.

e Low-Income Household: In this process, a household is considered “low income” if its annual
income is at or below 80% of the Area Median Income (AMI) for the 13-county Minneapolis-
Saint Paul-Bloomington metropolitan statistical area, as determined by the U.S. Department of
Housing and Urban Development. Approximately 39.5% of the region’s households are “low
income” under this definition.”

e Household Growth: The methodology relies on Metropolitan Council forecasts of growth in
sewer-serviced households between 2020 and 2030. A given community’s growth in sewer-
serviced households could be different from its growth in all households if some households in
the community are not connected to regional or municipal sewers. Exhibit 1 provides a map of
forecasted net household growth for sewered communities.

e Existing Affordable Housing Stock: The methodology increases the Need allocation for
communities with a lower share of existing affordable housing than the average sewered
community and decreases the Need allocation for communities with a higher share than that
average. We then estimate the share of a community’s housing units that are affordable to
households with income at or below 30% of AMI, between 31% and 50% of AMI, and between
51% and 80% of AMI—including ownership housing,” rental housing,’ and manufactured
homes." These estimates cover all housing units, whether they are publicly subsidized or
unsubsidized. Exhibit 2 provides a map of existing affordable housing shares for sewered
communities.

e Balance of Low-Wage Jobs and Workers: The methodology increases the Need allocation for
communities that are relatively large importers of workers in low-wage jobs and decreases the
Need allocation for communities that are relatively large exporters of workers in low-wage jobs.
We estimate this for each community by examining the ratio of low-wage jobs to residents who

! Source: U.S. Census Bureau, 2009-2013 Amer