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MHAZ,

Headwinds: Workforce




Maintenance Technicians
« Difficult to recruit and retain

« 19% hourly wage increase over
2017-21 for entry-level techs

Record low unemployment
Quiet Quitting
Hybrid work models

MN Unemployment Rate
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Headwinds: Public Safety
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« Security budgets have grown rapidly

« Some long term Owners have sold .
entire portfolios Pu bl.|C Safety

- Staff have resigned due to stress Violent crime in Minnesota

and threats e

100 200 300 400 data unavailable

Top 5:

Hennepin  579.5
Ramsey 5651
Mille Lacs 464 4
Clay 411.1
Mahnomen 3825




Headwinds:
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Eviction Delays

MONTHLY EVICTION FILINGS RELATIVE TO AVERAGE
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EVICTION FILING RATE (%)
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Backlogs and Bottlenecks

August 2022: 4-month delay

Courts now adding capacity
Additional unwarranted bad debt
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Eviction Delays

MN
WI
IA
ND
SD
IL
CA
MA

Eviction filing fees

$ 285.00
94.50
95.00
80.00
70.00
$ 237.00
$ 240.00
$ 180.00
$ 15.00




_ MHAZ,
Headwinds: Property Taxes

Percent Change in Statewide Aggregate EMV by Property Type
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Headwinds: Insurance

Insurance Cost Per Unit
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MHAA

« |nsurance Premiums

lnsurance

« Starting to stabilize again
- Mitigated with larger deductibles

« Increased balance sheet risk

- Justification
« Higher replacement costs

« Substantial local claims history




MHAZ,

Headwinds: Inflation




- Housing inflation factors MHAA
« Employee compensation
. Property Taxes Inflation
« |Insurance
- Utilities: Gas, Electric, Water, Trash
- Appliance pricing

« Materials and parts pricing

- Budget expense relief in deferred
Maintenance and/or CapEx

 Potential multifamily housing crisis
with debt refinancing
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Headwinds: Regulations
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Rent Control

Reqgulations

Inclusionary Zoning

MHFA QAP 5% rent cap proposed
CARES Act 30-day Eviction Notice
Minneapolis Tenant Protection Ord.
Brooklyn Center Protection Ord.

St. Louis Park Protection Ord.




Reqgulations

NAHE NVHC

National Association
of Home Builders

MATIOMAL
MULTIFAMILY
HOUSING
COUNCIL

AVERAGE COST OF REGULATION AS A SHARE OF P
TOTAL MULTIFAMILY DEVELOPMENT COST MH/—\Q

Cost of applying for o,
zoning approval 3'2 A

Costs when site work begins
(fees, required studies, etc.)

Development requirements
(layout, mats, eic.)
beyond the ordinary

Cost of land dedicated to the Total-

govt. or left unbuilt
4£0.6%

Fees charged when building
constfruction is authorized

Cost of affordability
mandates (e.g., 12)

Changes to building codes
over the past 10 years

Complying with OSHA/other o,
labor regulations 206A

Pure cost of delay (if regulation o
imposed no other cost) 0.5 A’

Note: Averages are across all multifamily properties, even those not subject fo a
particular type of regulation. Those are factored in as “0” when calculating.
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Headwinds: Undersupply

Housing Production in Minnesota:
Historical and Projected Need

Housing Units
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Source: HIUD State of the Cities Daka System; and Minnesota Hausing assessment




UP FOR MHA,
GROWTH

« MSP region underproduction

Undersupply

« 2012: 43,270 housing units
« 2019: 80,138 housing units

« State of MN underproduction
« 2012: 49,714 housing units
« 2019. 94,725 housing units

. . Total Housing Units
Hou sing Households >
Underproduction e 6 2nd and Vacation Homes
}% Missing —_—
L Households O+ Targret Vacaucy Rate) Uninhabitable Units
TARGET NUMBER OF HOUSING UNITS UNITS THAT ARE RENTER OR

OWNER OCCUPIED



- Caution: Household formation MHAA

« Net-migration trends

. Gen Z about 25% smaller group than U N dersu pp l.y

Millennials
Minnesota population growth sputters to halt
Bars show net population change, while lines show the share caused
. by births and deaths, domestic migration and international migration.
- Consequences of underproduction o o
« Perpetual Racial Inequity 40K 40K
- Housing Unaffordability 20K 30K
. . . 20K 20K
« Unsustainable Economic & Fiscal
Outcomes e R
OK 0K
-10K -10K
2001 2005 2009 2013 2017 2021
thougty June 30, 2021 Source: LS, Census, Graph by David H. Mortgomers [ MPRNews . MIPRNEWS
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