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Executive Summary

The Brookings Area Housing Study has been organized into several different sections, as
follows:

Demographic Estimates and Trends
Demographic Projections

Student Population Data

Housing Affordability and Income
Existing Housing Inventory

Rental Housing Analysis
Employment and Economic Trends
Home Buyer Survey

Employee Survey

Focus Group and Interview Summary
Affordable Housing Development Strategies
Best Practices Approaches

Findings and Recommendations

v v v v v v v v v v v v v

This Executive Summary has been organized in the same format, and provides some of the
highlights from each of the individual sections.

Demographic Estimates and Trends Highlights

> The only available official statistics on the population levels in the Brookings area are
produced by the U. S. Census Bureau, and these estimates do not appear to be accurate.
For 2006, they place the City of Brookings population at 18,802 people up only 39
people from the level counted in the 2000 Census. The 2006 estimate for Brookings
County is 28,195 people, down 25 from the 2000 Census. The larger Brookings Market
Area, which includes the Cities of Arlington and Estelline with Brookings County, shows
atota population of 29,808, down 79 people from the 2000 Census count.

> The Census Bureau does not generate annual household estimates, but a reasonable
conversion of population to households would yield approximately 7,045 householdsin
Brookings, 10,676 in Brookings County, and 11,373 in the larger Brookings Market
Area. At thisestimated level, Brookings would only have added 74 new households
between 2000 and 2006. Both Brookings County and the Brookings area would have lost
households, when the City of Brookings is excluded from the aggregation. These official
estimates are not at all consistent with housing construction activity, housing occupancy
rates and job creation activity for the area.

> Based on our review of the available data, we believe that the Primary Market Area has
added between 1,500 and 2,000 new residents between 2000 and 2006. Thelarge
majority of this growth has occurred within the City of Brookings. Trandating this
population growth into households, we believe that there were approximately 12,100
total households in the Brookings Market Areain 2006, up approximately 720
househol ds since the 2000 Census. Between 650 and 700 of these new households were
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in the City of Brookings. If our estimates are correct, the Market Area has been adding
an average of 120 new households per year since 2000. Despite the fact that thisis well
above any estimates from other sources, it too may prove to be conservative, once the
2010 Census establishes a more accurate count.

Demographic Projection Highlights

>

Due to the poor quality of current-year estimates, most available projections are aso
inaccurate. After reviewing available data, we believe that the popul ation projections
issued by the South Dakota State Data Center are the best available indicators of future
growth inthe area. Since these are only available for population, Community Partners
Research has converted the population projections into household projections. Although
we believe the State Data Center’ s projections are relatively accurate, they have been
comparing their population projections to the recent Census Bureau estimates, and now
believe that their projections are too high. Asaresult, they may be in the process of
revising their projections downward.

After review of the State Data Center projection data, we believe that the Brookings
Market Area can be expected to add approximately 110 new households per year through
the year 2015. Nearly all of this growth will probably occur within the City of

Brookings, although many of the smaller communities also have the potential to capture
ashare of this growth. We believe that our calculation of future household growth can be
viewed as a conservative perspective, despite the fact that it is much more optimistic than
projections available from other sources. However, the age-based projections for the
Market Area show a continued aging of the area population through 2015. If these
projections are accurate, household formation will continue, but could slow when
compared to the past. As noted above, household growth has probably been closer to 120
new households per year in the recent past.

This Study has relied heavily on age-based projections between the years 2005 and 2015.
These projections show very distinct trends. Overall, the number and percentage of
people age 55 and older should continue to increase, while the number and percentage of
people age 54 and younger will probably decrease. These trends are not necessarily
unique to Brookings, but reflect broader regional and national patterns, as the “baby
boomer” age groups move through the aging cycle.

Projections are only an informed estimate of expected future activity. Proactive
community involvement can have an impact on the future course of events. The
Brookings areais prepared to undertake efforts to recruit and/or retain younger peoplein
the community. These actions, if successful, would help to counter the aging of the
existing population, and could easily result in household growth that exceeds our
expectations.
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Student Population Highlights

>

Student enrollment at South Dakota State University has a big impact on the City of
Brookings. Thetotal student population residing in Brookings was 6,236 people in 2000.
This represented 33.2% of the entire City population.

We were able to track student enrollment in Brookings since 1989. For the last three
years, total enrollment has exceeded 9,700 students per year, the highest three years for
the 18 years reviewed. Although more than 20% of the enrolled students do not actually
reside in Brookings or Brookings County, the recent increase in total enrollment has been
a contributing factor to population and household growth in the community.

Although no officia enrollment projections were obtained from SDSU, there is reason to
believe that recent enrollment gains may level-off, or actually reverse in the next few
years. High school graduation rates have either peaked or are nearing apeak in the five-
State region, and the number of high school graduates is projected to decline for the next
several years in South Dakota, North Dakota, Nebraska, lowa and Minnesota. After
2014, the number of high school graduates should once again beginto climbin
Minnesota, Nebraska and lowa.

The large population of students, particularly those residing in Brookings, has avery
significant impact on the local housing market. Based on Census records, most of the
City’ snet growth in renter househol ds between 1990 and 2000 was caused by an increase
of younger renters, age 24 and younger. With alarge number of student renter
households, the 2000 Census reported that 53.6% of all households in the City were
renters. For comparison, the rental tenure rate in the City of Sioux Falls was 38.9% and
the rental tenurerate for all of South Dakota was 31.8% in 2000.

Housing Affordability and Income Highlights

>

The 2000 Census reported a median household income of $35,600 in Brookings County.
A more recent estimate, obtained from Claritas, Inc., places the County’s median
household income at $42,804 in 2007. Based on this estimate, the County’ s median
household income has increased by 20.2% during this time period.

Converting household income into purchasing power for housing is adifficult
calculation, which isimpacted by many factors including interest rates, personal savings
and credit history. In general terms, we believe that the median household incomeis
matched to home buying power of $125,000 for ownership housing. Half of the
households can afford more, and half can afford less. When targeting assistance for
affordable ownership, this number becomes an approximate target for purchase price.

Since the large majority of renter households have an annual income that is well below
the overall median, we have used a much lower standard to define affordable rental. In
2007, the target affordable rent level is defined as $620 per month.

Claritas, Inc., also projects future income. They project that the median household
income for Brookings County will be $47,430 in the year 2012. Thiswould represent an
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increase of 10.8% in the median level when compared to the 2007 estimate. With a
continued increase in the median household income for the next five years, housing
purchasing power will also improve, but it is very possible that construction costs could
increase at an equal, or even greater rate.

Existing Housing Inventory Highlights

>

The City of Brookings has along history of strong rental housing construction activity.
According to Census records, construction of rental housing unitsin Brookings exceeded
construction of owner-occupancy housing in past decades. Between 1960 and 2000,
there were 1,891 owner-occupancy and 3,041 renter-occupancy units constructed in the
City. However, since 2000, the level of owner-occupancy construction has greatly
exceeded rental housing construction in Brookings.

Brookings aso has a large inventory of mobile home units. At the time of the 2000
Census, mobile homes represented 9.5% of all housing unitsin the City. Thereisno
officia information available on mobile homes that have been added since 2000, but a
visua inventory of the parks resulted in atotal count of 816 mobile homes in Brookings.
This would seem to indicate that 113 units have been added since the Census.

From 2000 through June 2007, Brookings has issued permits for 951 total housing units
through new construction. Some of the units that were issued permits in late 2006 or
2007 may still be under construction and not yet ready for occupancy. Single family
detached housing represents 582 units, or approximately 61% of total construction
activity. Annua production of single family housing has ranged from alow of 40 units
in 2000, to ahigh of 106 unitsin 2006. The City has averaged 76 new single family
detached houses per year between 2000 and 2006, the last full year of data.

Multifamily housing construction has also occurred in Brookings. Since 2000, permits
have been issued for at least 199 units. Research for this Study identified more recently
constructed units than can be identified from City building permit reports. Thiswould
indicate that some of the projects may have been permitted through a different system.
For example, some of the senior with services projects may have been permitted as
commercial, rather than residentia projects.

Housing construction has a so been occurring outside of Brookings, in both the smaller
Citiesand intherural areas. Among the small Cities, Volga has |ead the way with 128
new units constructed since 2000, including both owner-occupancy and renter-occupancy
housing. Arlington has produced 34 new units through new construction, and Estelline
has had 17 units constructed.

Existing home sales were reviewed for a period ending in April 2007. In thistime, 196
sales of single family houses occurred in Brookings that appeared to be fair market
transactions. The median sales price for single family homes was $142,000. The highest
valued single family home sale in Brookings was for $507,000. The second highest price
sale was for $457,979. There were only nine residential sales for less than $70,000.
These lower valued homes were all constructed in 1955 or earlier. The lowest value sale
was for $34,400. This house was constructed in 1950, but had only 480 square feet of
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living space. The median year of construction for al homesin the sales sample was
1970.

The volume of home salesin the small Cities was often limited, so the sales reviewed
may not always be an accurate indicator of overall values. However, the median sales
prices were lower than in Brookings. Volgaand Aurora had the highest sales medians, at
$116,500 and $113,000, respectively.

An exterior housing condition’s survey was completed in eight older neighborhoodsin
Brookings, and in all of the mobile home parks. The results of these surveys are included
in the Existing Housing Inventory section.

Rental Housing Inventory Highlights

>

Depending on which estimate is used, Brookings has between 3,500 and 4,100 rental
housing unitsin 2007. The working estimate used for this Study was 3,900 to 4,000 total
unitsin the City. Between 3,100 and 3,200 units are market rate rental housing. There
are 84 unitsin Brookings that operate under the federa low income housing tax credit
program. There are 497 units that have some form of subsidy attached, primarily through
the U.S. Department of Housing and Urban Development (HUD), or USDA Rural
Development. There are 135 unitsin Brookings that provide senior housing with some
level of services (not including nursing homes).

Vacancy rates do vary somewhat, based on the type of housing and the target population
served, but in genera, thereis ahigh rate of occupancy in Brookings. The vacancy rate
was essentially nonexistent in both the market rate and the tax credit sectors. While there
were some vacancies in the subsidized stock, the rates of vacancy were not unusually
high. The only sub-sector showing some weakness was subsidized housing for senior
and disabled tenants. Subsidized housing occupancy rates have been directly impacted
by changesin eligibility for full-time students. In most cases, students can no longer
qualify for subsidized rent. The senior housing with services category had some
available units, depending on the type of services being offered.

Rental housing construction activity has been ongoing in Brookings. As mentioned
previoudly, rental housing construction generally exceeded owner-occupancy
construction in recent decades. Since 2000, rental housing production has been lower,
but new rental projects are continually being constructed in the City.

Rental housing in the smaller communities tends to be different from Brookings. The
communities that are closest to Brookings, such as Volga, have seen new construction
activity and tend to have relatively good demand. In the Cities that are farther removed
from Brookings, there is less demand, and some rental projects, especially subsidized
buildings, can often have relatively high rates of vacancy.

Employment and Economic Trends Highlights

>

The Brookings area has a very low rate of unemployment. In 2006, and 2007, the rate of
unemployment has been 2.5% in Brookings County. This has consistently been lower
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than the State or National rate. Since 2000, the highest the annual rate of unemployment
has reached is 3.0% in Brookings County.

> According to community leaders, the City also has alarge number of available jobs that
arenot being filled. Attempts to quantify and compare these job openings with State
agencies were unsuccessful. However, it was clear from the interviews and focus groups
completed for this Study that some large employers in the area have been forced to open
manufacturing operations in other Cities duein part to alack of available workersin the
Brookings area.

> Average annua wages are a broad measure of overal employee compensation, but do
provide a general comparative measure between communities and States. For 2006, the
average annua wage in Brookings County was $29,818. While this was approximately
$1,000 to $2,000 higher than in other South Dakota Cities such as Aberdeen, Huron and
Watertown, the average wage was approximately $3,000 or more below the average
annual wage in communities such as Fargo and Sioux Falls.

> While the unemployment rate in the Brookings area may be very low, it is not
substantially lower than in other communities and States in the region. The 2006
unemployment rate in Sioux Falls was 2.8%, and the 2006 unemployment rate in the
Fargo-Moorhead areawas 2.7%. The highest rate of unemployment for the five-State
region was in Minnesota, at 4.0%. However, average annual wages in Minnesota were
also 41% above the level in Brookings County in 2006.

Home Buyer Survey Highlights

> A short telephone survey was conducted with 32 recent home buyersin the Brookings
area. Thefindings of this survey, aong with the survey form, are contained in this
section.

Employee Housing Survey

> A survey form was distributed to employees of major companies in the Brookings area.
This survey was completed by the Brookings Economic Development Corporation. The
findings of this survey, along with the survey form, are contained in this section.

Focus Group and Interview Highlights

> As part of the research for this project, focus group meetings were held to collect
information on the community and the local housing situation. The focus groups
included local housing agencies, Brookings City and Municipal Utilities staff, regional
Mayors, private-sector housing contractors and developers, local employers and industry
representatives, Realtors, lending institutions, Central Brookings Neighborhood
representatives, the BEDC Housing Task Force, and South Dakota State University
student representatives. In addition to the focus groups, some private interviews were
conducted to collect more in-depth information. Highlights of the focus group and
interview process are contained in this section.
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Affordable Housing Development Strategies

>

This section of the Study focuses on strategies involved with the development of more
affordable housing. The strategies and approaches were largely devel oped be the Greater
Minnesota Housing Fund (GMHF), which is anonprofit organization that was created in
1996 and is committed to increasing the supply of affordable housing throughout Greater
Minnesota. Their area of operation is outside of the Minneapolis-St. Paul Metropolitan
Area. GMHF has been active is assisting communities in western and southwestern
Minnesota, including the Cities of Marshall and Pipestone. The organization’s research
into housing and land development costs is applicable to communities in eastern South
Dakota, and represents some of the best available information on efforts to reduce the
costs associated with ownership housing. Strategies are identified for site selection, lots,
streets, homes and |andscape systems.

Best Practices Approaches

>

This section of the Study examines actual development and construction projects initiated
by other communities to provide more affordable housing. The section provides findings
on the following topics:

Model for Community Involvement in Affordable Housing Devel opment
Model of Design Criteriafor Affordable Single Family Homes

Models of Affordable Single Family Home Designs

Models of Successful Subdivision Design

Model of Lease-to-Purchase Subdivision

“New Urbanism” Approaches to Neighborhood Devel opment

Model of Manufactured Home Initiatives

Various Standards for Street Width

v v v v v v v v
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Findings and Recommendations Summary

>

The Findings and Recommendations for this Study have been grouped into the following

categories.

> Rental Housing Recommendations

> Home Ownership Recommendations

> Housing Rehabilitation Recommendations
> Policy Issues

Rental Devel opment Recommendations - Our demand cal culations show the need to
develop between 55 and 70 new rental housing units per year through the end of our
projection period in the year 2015. Demand for these units will be generated by a
number of factors, including projected household growth, replacement of older rental
units, and from pent-up demand, that has created a rental market with very few
vacancies.

Market rate rental housing should represent the large maority of the new units
created. We would recommend that between 40 and 55 units be added in an
average year. To addressthe low level of unit vacancy that currently exists, near-
term production could even be at a higher level, so that some market saturation
occurs, and vacancy rates increase to amore healthy level. If production isfront-
end loaded, then fewer units would be required annually later in the projection
period. (See Recommendation #1.)

Rental rates for market rate units should ideally be distributed between moderate
rent and higher rent units. At the estimated median household income level, an
affordable level is defined as having a gross rent of approximately $620 per
month in 2007. However, it is very doubtful that market rate units can be
produced at thisrent level. Instead, higher rent units will probably be
constructed. By providing new units for higher income tenants and student renter
households, the older, less expensive rental housing should be more available for
moderate income renters. (See Recommendation #1.)

Tax credit rental housing can be part of the solution, but our calculations show
demand growing by approximately four to five units per year. Thiswould be
sufficient to construct at least two moderate-sized projects of between 20 and 24
units each by the year 2015. The tax credit recommendation is rather small, but
recognizes the prohibition on students, as well as the income restrictions that are
placed on tenant households. (See Recommendation #2.)

The subsidized sector should be monitored in the near-term, to see if additional
demand develops. Changes in occupancy rules affecting student renters have
caused some degree of instability in this sector of the rental market. The senior
and disabled occupancy units, in particular, have relatively limited current
demand. While the subsidized general occupancy units have fewer vacancies,
there are a so tenant-based rent assistance Vouchers that are currently unused,
indicating that pent-up demand does not necessarily exist. This segment of the
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rental market could see demand swings, depending on economic conditions.
Thereis aso the potential that some existing subsidized projects could be lost,
necessitating subsidized housing unit replacement. (See Recommendation #3.)

Subsidized housing vacancy rates in the smaller communities around Brookings
are often very high. Thereisavery good chance that the supply of subsidized
units will decrease, as chronic vacancy issues in some buildings result in these
projects leaving their subsidy program. (See Recommendation #3.)

The supply of assisted living options in the Brookings area is adequate for the
near-term. However, our projectionsto 2015 do show strong growth in the age
groups 55 and older, although most of this growth isin the age ranges between 55
and 74 years old. There are opportunities for amodest expansion of assisted
living units, but we would not recommend this construction until atime near the
end of our projection period in 2015. (See Recommendation #4.)

The supply of light-services senior units, al'so known as congregate units, could
be expanded. Our calculations show potential demand for as many as 70
additional units by the year 2015. While this calculation can be justified through
demographic analysis, the current market for these types of unitsin Brookingsis
not overly strong. There are some current vacancies, despite the relatively small
inventory of units. Asthe residents of the Brookings area continue to age, we
would expect to see improving demand for this type of housing. (See
Recommendation #4.)

Brookings is under served with specialized memory care housing. We would
recommend that up to 24 units be created by the year 2015. The City has no
specialized providers of thistype of housing, and the only known provider in the
past has closed their facility. (See Recommendation #4.)

A program opportunity exists to add an assisted living component to one or more
of the existing subsidized rental projects serving senior and disabled tenants. This
type of arrangement with a home health care provider agency could improve
occupancy ratesin subsidized senior projects, and provide important services to
lower income renters. (See Recommendation #5.)

The City hasin place a program to register and inspect rental housing units.
Modifications to this program may be appropriate to ensure that al unitsin the
City are properly registered and to insure that inspections are performed in a
timely manor to assure that the City’ s rental stock is decent, safe and sanitary.
(See Recommendation #6.)

With the number of additional rental units that will be needed in the coming
years, it will be important for the community to have desirable locations for this
housing. This may require additional zoning of property for multifamily rental.

It may also present opportunities to look for redevel opment opportunities,
particularly in and around the downtown area. With as many as 50% of the renter
households in Brookings being students, a downtown location has the potential to
provide avery desirable living environment. (See Recommendation #7.)
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> Home Owner ship Development Recommendations - Our demand cal cul ations have been
provided with two different assumptions. The first calculation is based on demand
consistent with more modest household growth projections for the Brookings area. This
calculation shows demand for between 85 and 100 new owner-occupancy housing units
per year through the 10-year projection period. While defendable with longer-term
trends, growth at this scaleis not consistent with short-term patterns, as the City of
Brookings aone has exceeded this level of new housing construction since 2004. Asa
result, we have also calculated a higher-end projection that assumes that up to 125
owner-occupancy units can be constructed per year for the remainder of the projection
period. To sustain this higher level of annua production, the Brookings area would need
to be successful in its efforts to attract and retain younger workers. The community
would also need to be successful in converting a larger share of younger households into
home ownership. Most of the additional demand under the higher-end projection is
caused by entry-level home buyers.

Demand Projection for Annual Owner-Occupancy Housing Construction to 2015
Unit Type Price Range Annua Demand at Annua Demand at
Mid-Range Projection High-End Projection
Single Family Detached
Entry-Level $100,000-$150,000 13-15 15-28
Mid-Priced $150,000- $225,000 32-35 35-38
Higher-Valued $225,000+ 23-25 25-27
Total All Prices 68 - 75 75-93
Single Family Attached
Entry-Level $100,000-$150,000 4-6 6-9
Mid-Priced $150,000- $225,000 8-11 11-13
Higher-Valued $225,000+ 5-8 8-10
Total All Prices 17-25 25- 32

Source: Community Partners Research, Inc.

> This Study has used a genera definition that a house priced at approximately
$125,000 represents an affordable ownership option for a household at the
Brookings County median income level. It isgeneraly difficult to construct new
houses in this basic price range that provide the amenities and features that

moderate income buyers are looking for when purchasing ahome. This Study has

recommended that a community goal be established to generate 20 or more

affordable homes each year through new construction. Achieving this goal, at the

approximate price level targeted, will require that certain subsidies be applied to
the development projects. These may include Tax Increment Financing
assistance, land or infrastructure cost write-downs, and/or direct end buyer
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subsidies, in the form of down payment assistance and other affordability gap
assistance. Thistype of affordable housing production has not been happening
naturally in the Brookings area, and direct proactive efforts will be required to
generate ahigher level of production. (See recommendation #8.)

The projections used for this Study expect most of the demand for new ownership
housing through the year 2015 will come from empty-nesters and younger
seniors. Over the next eight years, these age groups will represent the largest
amount of net household growth in the County, reflecting the movement of the
baby boomer age group through the aging cycle. Historic rates of home
ownership in these age groups have been extremely high. These older adult
households will often bein their peak earning years, and will have significant
asset accumulation. Since most of them will also be selling an existing home if
they purchase new, they will have a significant equity contribution available. The
trade-up segment of the housing market has been strong in Brookings, and should
continue to represent a good market opportunity for ownership housing. (See
Recommendation #9.)

Our research indicates that Brookings has a strong private devel opment
community that iswell prepared to respond to most market demands, especially
for moderate to higher-priced housing. There are anumber of different
residential subdivisions available in 2007, and it appears that overall ot
availability is not an issue that will negatively impact future housing
development. While the supply of developed lots may be slightly smaller than we
would normally expect to see, land devel opers are cognizant of carrying-costs,
and tend to develop new subdivisions only as needed by the construction
community. The market segment that may be under represented is for lower-
priced home construction, as the lowest priced lots available probably sell for
$29,000 or more. Efforts are underway by housing nonprofit groups to develop
more affordable subdivisions, consistent with community efforts to spur a greater
volume of entry-level home construction. (See Recommendation #10.)

Since 2004, attached single family housing construction, primarily in the form of
twin homes, has represented approximately 19% of al owner-occupancy housing
startsin Brookings. Through our 10-year projection period we would expect this
style of construction to eventually increase to 25% to 30% of al owner-
occupancy activity. Most of the demand for attached single family units will
come from the growing number of empty-nester and senior citizen householdsin
the Brookings area. To alessor extent, younger buyers looking for alower cost
alternative will generate some additional demand. (See Recommendation #11.)

The Brookings area has well established nonprofit groups, including Habitat for
Humanity and Inter-Lakes Community Action, that have been successfully
developing affordable homes for lower income buyers. The households being
assisted would not be able to purchase a new home without the assistance
provided by the nonprofit groups. To build more homes, these agencies need
very affordable lots for development. One opportunity that is availableisto
redevelop infill lots that exist in Brookings and the smaller Cities. Although most
vacant infill lots have already been identified and used, there are opportunities to
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acquire and clear substandard structures. In the eight neighborhoods in Brookings
that were surveyed for housing conditions, there were 27 houses identified that
may be suitable for acquisition and clearance. (See Recommendation #12.)

Development of new affordable ownership housing in Brookings has generally
been accomplished through the construction of stick-built single family houses.
There has been very limited use of alternative housing products, such as modular
homes. For example, the Governor’s House Program has successfully placed
more than 1,600 unitsin South Dakota, but this Program has had very little use
within the City of Brookings. A combination of community acceptance and the
presence of restrictive covenants on many subdivisions have probably been
factorsin the limited use of aternative housing products. As part of acommunity
strategy to expand affordable options, these alternative types of single family
construction may need to be used more frequently in the City. (See
Recommendation #13.)

If Brookingsis able to generate alarger volume of more affordable single family
housing construction, it will probably be the result of acommunity decision to
apply financial resources to theinitiative. Most of the successful examples of
larger-scale affordable development have involved direct and indirect financial
assistance to both the private development market and the end home buyer. It
may cost $150,000 or more to develop a single family detached homethat is
attractive to a prospective buyer. To reach an approximate target price of
$125,000, alarge subsidy would be required. In projects such as the HAPI
subdivisions in Aberdeen, or in the multiple Greater Minnesota Housing Fund
projects in southwestern Minnesota, this has been accomplished using multiple
cost saving measures along with direct financial assistance. (See
Recommendation #14.)

Housing Rehabilitation Recommendations - Preserving and improving the existing
stock of housing in Brookings and the smaller Cities will be a very important component
of an affordable housing strategy. For most low and moderate income households, an
existing housing unit will be the most affordable housing option.

>

As part of this Study, avisual exterior housing condition’s survey was completed
in eight older neighborhoods in Brookings. In total, 1,252 homes were viewed
and rated:

483 (38.6%) - Sound and in good repair

452 (31.6%) - Minor rehabilitation needed

290 (23.2%) - Major rehabilitation needed

27 (2.1%) - Dilapidated and possibly beyond repair

v v v v

Concentrations of substandard houses varied by neighborhood. In some of the
neighborhoods, more than 25% of the houses were rated as either dilapidated or
needing major repair. A coordinated plan for neighborhood revitalization efforts
should be developed as part of an affordable housing strategy. (See
Recommendation #15.)
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Brookings has an extremely large inventory of rental housing. At the time of the
2000 Census, more than 53% of the occupied unitsin the City were rentals.
Fortunately, most of the multifamily stock is relatively new, as the City had
substantial rental construction between 1960 and 2000. While most of the
multifamily stock may be well maintained, there are also a number of rental units
that arein disrepair, including some single family houses that have been
converted to rental units. A rental rehabilitation program will be a necessary
component of any neighborhood revitalization strategy. (See Recommendation
#16.)

The neighborhood housing condition survey found a number of houses in need of
repair, with high concentrations of housing existing in some neighborhoods.
While the tenure status of these houses is not known, the number of houses
needing repair exceeds the total count of rental houses in Brookings, so some of
the homes are owner-occupied. Neighborhood revitalization efforts will also
need to include owner-occupancy rehabilitation. (See Recommendation #17.)

The housing condition’s survey in eight older neighborhoods rated 27 houses as
dilapidated, and probably beyond repair. Acquisition and clearance may be an
appropriate neighborhood revitalization strategy. Cleared lots could be reused for
affordable housing construction. (See Recommendation #18.)

At the time of the 2000 Census, 9.5% of the occupied housing units in Brookings
were mobile homes. A visual inventory completed as part of this Study counted
813 units in the 16 parks within the City limits. When compared to the Census,
this represents an apparent increase of 113 mobile homes since 2000. The
physical condition of the homes in each park varied greatly, but overall, there are
alarge number of mobile homesin need of repair. Mobile home improvement
efforts will also be important to preserve and improve this very affordable stock
of housing. (See Recommendation #19.)

Recommendations on Policy I ssues - In addition to actual programs that may need to be
developed, some of the items uncovered in the research for this Study are policy related.

>

The City of Brookings has not generally applied public resources to affordable
housing needsin the past. The City government does not have a housing office or
dedicated staff. Regional or County housing agencies have typically been used
for most housing program delivery. Inthe future, it may be necessary for
Brookings to dedicate specific staff and financial resources to housing programs
and initiatives. (See Recommendation #20.)

The focus group and interview process that was used for research in this Study
uncovered anumber of policy issues that still generate significant community
debate. Many of these may be fully resolved in the community, but others may
be appropriate for future discussion as the City attempts to address affordable
housing. Among the public policy issues identified are the following:
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Assessment practices for residential development
Drainage plan requirements and fees for these plans
Minimum street widths and sidewalk requirements
Boarding house ordinances and concentrations
Three unrelated person occupancy limitation

v v v v v

(See Recommendation #21.)

The City of Brookings, and communities in South Dakota, have generally not
played an active rolein the housing market. Unlike Minnesota, where Cities and
public agencies are often very involved in affordable housing development, in
South Dakotait is primarily the private sector that addresses most housing needs.
Many of the recommendations contained in this Study would require a more
active community response, including the possibility that direct financial
assistance be provided to promote affordable housing. Thiswould require a
significant change in policy. Before proceeding, this policy change should be
actively debated and resolved. (See Recommendation #22.)
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| ntroduction

Overview

Local elected and public officials are often held responsible for conditions and circumstances
over which they have limited control. Thisis particularly true of housing. Nearly all of the
housing units in Brookings are privately owned and were constructed with private funds. On an
increasing scale, however, the public is demanding that public officials control what happensin
this largely private housing market by eliminating blight, protecting individual investments, and
generating new affordable housing growth to meet economic development needs.

Community Partners Research, Inc., was hired by the Brookings Economic Development
Corporation (BEDC) to conduct a study of the housing needs and conditionsin the City of
Brookings and in the Brookings Area.

Goals
The multiple goals of the study include:

Provide updated demographic estimates and projections

Provide an analysis of the current housing stock and inventory

Determine gaps or unmet housing needs

Examine future housing trends that the area can expect to address in the coming years
Provide a market analysis for future housing development

Provide housing recommendations and findings

v v v v v v

M ethodol ogy

A variety of resources were utilized to obtain information. Community Partners Research, Inc.,
collected and analyzed data from April to August 2007. Data sources included:

U.S. Census Bureau

Demographic projections from the State Data Center
Claritas, Inc.

Records and data from the City

Records and data maintained by Brookings County
Elected officias and staff from the City

Community leaders

People familiar with the area’ s housing conditions including bankers, realtors, property
managers, and developers

Area housing agencies

State and Federal housing agencies

Rental property owner surveys

Housing conditions survey

v v v v v v v v

v v v v

B Brookings Area Housing Study 16



Introduction W

Limitations

This Housing Study represents an analysis performed with the data available at the time of the
Study. The findings and recommendations are based upon current solutions and the best
available information on future trends and projections. Significant changesinthe area’s
economy, employment growth, Federal or State tax policy or other related factors could change
the conclusions and recommendations contained in this Housing Study.

This study was prepared by:

Community Partners Research, Inc.
10865 32" Street North
Lake EImo, MN 55042
(651) 777-1813
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Demographic Estimates and Trends

Population Estimates and Trends

Official population estimates are available for the City of Brookings and surrounding jurisdictions.
These estimates are generated by the U.S. Census Bureau. The most recent estimates are effective
July 1, 2006. No other government-generated estimates are available from State or local sources.

In the table that follows, population levels have been tracked since 1980. Please note that we have
presented this information as the only officia estimatesthat exist. This does not imply that we agree
with thisinformation. In the analysis section that follows, we have discussed our differences with
the Census Bureau estimates.

The inclusion of a seven-County region is intended to present information on the Counties that share
a border with Brookings County. The other six Counties are Deuel, Hamlin, Kingsbury, Lake and
Moody Counties in South Dakota, along with Lincoln County in Minnesota.

Table 1 Population Trends - U.S. Census Bureau - 1980 - 2006
1980 1990 2000 % Change 2006 Numeric
Population | Population | Population | 1990-2000 Estimate Change
2000-2006

Brookings 14,951 16,270 18,763 15.3% 18,802 39
Brookings County 24,332 25,207 28,220 12.0% 28,195 -25

7-County Region 67,184 64,754 68,373 5.6% 67,353 -1,020
Arlington 991 908 992 9.3% 944 -48
Aurora 507 619 500 -19.2% 455 -45
Bruce 254 235 272 15.7% 256 -16
Bushnell 76 81 75 -7.4% 67 -8
Elkton 632 602 677 12.5% 612 -65
Estelline 719 658 675 2.6% 669 -6
Sinai 129 120 133 10.8% 119 -14
Volga 1,221 1,263 1,435 13.6% 1,460 25
White 474 536 530 -1.1% 499 -31

Source: U.S. Census Bureau

> The most recent estimates, effective July 1, 2006, show the population losses have continued
for most of theindividual jurisdictions in recent years. Only Brookings and Volga have
added population since 2000, and in both of these Cities, the population gains have been

minor.

M Brookings Area Housing Study
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> For most of the small Cities, thereis along-term pattern of population loss that is evident.
Although many of the individual Cities added population between 1990 and 2000, the 2006
estimates show that most communities still have fewer residentsin 2006 than in 1980. Only
Brookings, Volga and White have added population over the past 26 years.

> For al of Brookings County, the population level has remained relatively unchanged
between 2000 and 2006. However, this has been due to the modest population growth in
Brookings and Volga, which has largely offset the losses in other County jurisdictions.

> For the seven County region, population losses have continued, with an estimated |oss of
more than 1,000 people between 2000 and 2006.

> In their County-level estimates, the Census Bureau identifies the major components of
population change. For Brookings County, the Census Bureau believes that natural increase
has occurred, with births exceeding deaths in the County between 2000 and 2006. The
Census Bureau a so believes that Brookings County has added some popul ation through
international in-migration since 2000. However, population growth from these two
components was completely negated by an out-migration of Brookings County residents to
other locations in the U.S. Due to the amount of domestic out-migration between 2000 and
2006, the County lost 25 people.

> Patterns are very similar for the seven-County region. Births have exceeded deaths since
2000, and the region has gained some population from international in-migration. However,
the level of domestic out-migration has greatly exceeded the positive components of change,
and overall theregion has lost 1,020 residents.

Accuracy of Census Bureau Estimates

The U.S. Census Bureau produces population estimates for each year between the decennial Census.
For the City of Brookings and all of Brookings County, the annual estimates released after the 2000
Census appear to be overly conservative.

The 2006 estimate for Brookings County shows aloss of 25 people since the 2000 Census. This
estimated loss of population occurred despite the fact that the Census Bureau did identify the
addition of 456 new housing units in Brookings County between 2000 and 2005. Growth in the
number of available housing units should typically translate into household growth for the County,
and should not result in population losses over this same time period.

To better assess the accuracy of past Census Bureau estimates, we revisited their estimates for 1999,
the year before the 2000 Census established a new benchmark. For the City of Brookings, the 1999
popul ation estimate was 17,283 people, well below the actual level of 18,763 that was recorded in
the 2000 Census. For al of Brookings County, the 1999 estimate was 25,931 people, again well
below the level of 28,220 that was counted by the 2000 Census.

With adocumented history of population estimates significantly undercounting the true population,
there is reason to believe that the official estimates for 2006 are too low, especially when compared
to the level of housing unit construction that has occurred and continues to occur in and around
Brookings.
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Household Estimates and Trends

There are no official 2006 household estimates available for the Cities or the Countiesincluded in
this Study. The Census Bureau has only generated popul ation estimates for 2006. In the following
table, Community Partners Research, Inc., has generated extrapolated household estimates from the
2006 population estimates. To form these estimates, we have assumed that group quarters
populations in most communities have remained relatively unchanged from 2000, unless evidence of
change exists. Group quarters residents do not live in independent households, and include nursing
homes, college dormitories, jails, and ingtitutional living. We have aso applied estimates of average
household size that appear to be evident from past trends and regional patterns.

Table 2 Households Trends - 1980 - 2006

1980 1990 2000 % Change 2006 % Change

Households | Households | Households | 1990-2000 | Estimate | 2000-2006
Brookings 4,797 5,685 6,971 22.6% 7,045 1.1%
Brookings County 8,005 8,910 10,665 19.7% 10,676 0.1%
7-County Region N/A 24,020 26,513 10.4% 26,494 -0.1%
Arlington 399 404 424 5.0% 407 -4.0%
Aurora 178 202 205 1.5% 190 -1.3%
Bruce 91 96 105 9.4% 102 -2.9%
Bushnell 28 27 32 18.5% 31 -3.1%
Elkton 253 239 267 11.7% 242 -9.4%

Estelline 273 279 290 3.9% 290 0%

Sinai 60 52 54 3.8% 52 -3.7%
Volga 450 487 571 17.2% 589 3.2%
White 177 189 198 4.8% 192 -3.0%

Source: U.S. Census Bureau; Community Partners Research, Inc.

> The 2006 household estimates presented above are based on the Census Bureau’ s population
estimates for 2006. They have been calculated by Community Partners Research, Inc., not
the U.S. Census Bureau.

> For most of the small Cities, the loss of population between 2000 and 2006 implies that
minor household losses have aso occurred.

> While most of the small Cities have lost households since 2000, the longer-term patterns are
more stable. When comparing 1980 household levels with 2006 estimates, al of the small
Cities, except Elkton, have added households. Modest household growth has occurred
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despite the fact that most of the small Cities have lost population over the past 26 years. An
aging population and changes in household composition have resulted in more households
being formed from a smaller number of people.

The only communities with population growth, and probable household growth, are
Brookings and Volga. In both of these Cities the level of household growth does not imply
household growth of any significant level.

The extrapolated household figure for Brookings implies that very limited household growth
has occurred. Most of the population growth in the City since 2000 is attributed to group
quarters' residents, rather than population in households. But the Census Bureau' s estimates
are not consistent with recent housing construction activity. Between 2000 and 2007, more

than 700 new housing units were constructed in the Brookings area. Since unit vacancy
appears to be very low, and there is no evidence of significant unit lossin the City, itis
reasonabl e to assume that Brookings has added more than 600 new households between 2000

and 2006.

Average Household Size Estimates and Trends

Average household size information from the U.S. Census has been provided for 1980, 1990 and

2000. The 2006 estimate was prepared by Community Partners Research, Inc., based on available

dataand regional trends.

Table 3 Average Household Size Trends - 1980 - 2006
1980 Average 1990 Average 2000 Average 2006 Estimate
Household Size Household Size Household Size
Brookings 2.48 2.33 2.26 2.22
Brookings County 2.65 2.48 2.38 2.34
Seven County N/A 2.52 242 2.37
Region
Arlington 2.36 213 2.23 2.20
Aurora 2.85 3.06 244 2.39
Bruce 2.79 245 2.59 251
Bushnell 2.71 3.00 2.34 2.16
Elkton 2.50 247 251 2.50
Estelline 2.42 2.14 2.13 2.11
Sinai 2.15 2.32 2.46 2.29
Volga 2.68 2.56 251 2.48
White 2.37 2.51 2.54 2.45

Source: U.S. Census Bureau; Community Partners Research, Inc.

M Brookings Area Housing Study

21



Demographic Estimates and Trends

For most communities, we believe that average household sizes have grown smaller since
2000. Thiswould be consistent with local and national trends. An aging population for the
region, with a growing number of people age 50 and older and a shrinking population age 49
and younger, trandlates into fewer people in an average household.

Some of the communities, such as Bushnell and Estelline, have average household sizes that
arerelatively small. Thistypically isan indication of alarge population of senior citizens.

Other communities, including Bruce, Elkton and Volga, have maintained average household
sizes that are comparatively large. Thiswould imply that these Cities have been popular
locations for families with children.

The estimated average household size in Brookings has grown consistently smaller in recent
decades. Whilethisisareflection of an aging population, it is also areflection of trends for
student households. Increasingly, students are preferring to live alone or with only one or
two roommates. The City also hasin place athree unrelated person occupancy rule that
attempts to prevent larger student households.
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Demographic Projections
Projected Population - City of Brookings

As part of the Vision 2020 Plan, population projections were generated for the City. These are
viewed as the best available projection information for Brookings. The Vision 2020 Plan was
adopted in 2002, and the projection methodology is based on the rate of population change as
recorded in the decennial Census. The following table displays the low, medium and high series of
projections for the years 2010 and 2015.

Table 4 City of Brookings Population Projections - Vision 2020 - 2000-2015
2010 Projection 2015 Projection

2000
Population Low Medium High Low Medium High

Brookings 18,763 20,565 20,900 21,000 21,600 22,400 23,000
Source: 2000 Census; Vision 2020 Plan

> The projections calculated for the Vision 2020 Plan are reasonably consistent with past
growth patternsin Brookings. Between 1990 and 2000, the City’ s population increased by
2,493 people, or 15.3%, according to the Census. The medium series projection for the City
between 2000 and 2010 would expect the population to increase by 2,137 people, or 11.4%.

> The medium series projections between 2010 and 2015 expect an increase of 1,500 people,
or 7.2% during that five-year time period.

> While the City population projections can be supported by past growth trends, they are not
consistent with the most recently released Census Bureau estimate. For 2006, the Census
Bureau believes that Brookings' population has increased by only 39 people, or 0.2% since
2000. However, as explained previously, we believe that the Census Bureau’ s population
estimates for Brookings are not accurate, and fail to record the actual population growth that
has been occurring.

Population Projections - Brookings County

The South Dakota State Data Center has issued population projections for each of the Countiesin
South Dakota. In the table below, we have presented these projections for Brookings County in
2005, 2010 and 2015. We have provided 2000 Census data for comparison.

The State Data Center issued the projections shortly after the rel ease of the 2000 Census, and these
projections incorporate the growth trends that were evident at that time. Later population estimates
released by the Census Bureau have not been consistent with the State-generated projections. For
example, the State Data Center had projected the population for Brookings County would be 29,966
people in the year 2005. The 2005 County population estimate from the Census Bureau was 27,769.
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Table 5 Brookings County Population Projections - State Data Center - 2000-2015

2000 2005 2010 Change 2015 Change
Population | Projection | Projection | 2000-2010 | Projection | 2010-2015
Brookings 28,220 29,966 31,014 2,794 31,698 684
County

Source: 2000 Census; South Dakota State Data Center

>

When compared to U.S. Census Bureau annual estimates, the projections from the State Data
Center appear to be very optimistic. However, as explained in the Demographic section of
this Study, there is also reason to believe that the Census Bureau’ s annual estimates for
Brookings County are much too low. In the 1990s, the Census Bureau’ s estimates were
undercounting the County’ s population by more than 2,200 people as the decade progressed.

The State Data Center projections expected that the County would grow more rapidly in the
early part of the decade, and then the rate of growth would slow between 2005 and 2010.
Between 2000 and 2005, the projections expected the County to add 1,746 new residents, or
nearly 350 people in an average year. This projection appears to have been too optimistic, as
housing unit creation between 2000 and 2004 was not generally sufficient to support
population growth at this level.

When examining the trends over the entire decade, the projections appear to be much more
realistic. Between 2000 and 2010, the projections expect the entire County to add 2,794 new
people. Growth of this scale would be somewhat consistent with the patterns Brookings
County experienced in the 1990s, when 3,013 residents were added between the 1990 Census
and the 2000 Census.

When the State Data Center population projections between 2000 and 2010 are reduced to an
annual average, the County would need to add only 279 new residents per year. After
adjusting for growth in group quarters residents, primarily in on-campus student housing, the
County would only need to average approximately 240 residents per year in traditional
househol ds to reach the 2010 projection. The City of Brookings alone has been able to
generate new housing starts to reach thislevel of population growth.

The State Data Center projections to the year 2015 also appear to be very attainable.
Between 2010 and 2015, the County would only need to add 684 people, or an annual
average of 137 new residents per year. By all current indications, growth on this scale would
be very achievable.

In general, the State Data Center projections were probably too high for 2005, but over the
longer-term, out to 2015, would appear to be a reasonabl e expectation of growth for the
County.
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Demographic Projections

The population projections prepared by the South Dakota State Data Center included the projected
changes by age range. In the table below, we have presented these projections for Brookings County
in 2005, 2010 and 2015. We have provided 2000 Census data for comparison.

Table 6 Brookings County Projected Persons by Age - State Data Center - 2000 - 2015
Age 2000 2005 2010 2015 Projected Changein
Population - 2005-2015
0-14 4,785 4,612 4,682 4,869 257
15-19 3,128 3,218 2,969 3,004 -214
20-24 5,517 6,655 6,847 6,317 -338
25-34 3,384 3,422 3,841 4,228 806
35-44 3,462 2,926 2,697 2,726 -200
45-54 3,020 3,472 3,235 2,735 =737
55-64 1,859 2,353 3,024 3,482 1,129
65-74 1,394 1,477 1,803 2,313 836
75-84 1,157 1,303 1,267 1,349 46
85+ 514 528 649 675 147
Tota 28,220 29,966 31,014 31,698 1,732
Source: U.S. Census; South Dakota State Data Center; Community Partners Research, Inc.
> The age-based forecasts expect significant movement of the population within the defined

age ranges. The projected changes would primarily reflect the movement of the existing
County population through the aging cycle for the time period reviewed. The projections

would also represent an informed prediction of the probable population changes that would

be expected as a certain portion of the population movesinto or out of the County during the
15-year time period.

For the purposes of this Study, we have focused on the expected change between the 2005
forecast and the 2015 forecast. During this 10-year projection period, the largest net
population increase is expected to occur in the 55 to 64 year old age range. The second
largest net growth is expected in the 65 to 74 year old range. If these projections hold true,
there will be nearly 2,000 more people in these two age groups by 2015.

The number of children, age 14 and younger, is projected to increase slightly between 2005
and 2015, but overal, the County’ s younger population, and 24 and under, is expected to
decreasein size. Both the 15 to 19 year old group and the 20 to 24 year old group are
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expected to grow smaller. Thiswould include the age groups that represent “traditional”
students at South Dakota State University.

> The 25 to 34 year old age group is expected to grow. Among adults age 54 and younger, this
isthe only group that is projected to increase in size.

> All of the age ranges 55 and older are projected to grow. However, in the older senior age
groups, this growth is expected to be relatively modest. In the 75 and older age groups,
fewer than 200 additional people are projected between 2005 and 2010.

The following chart tracks the South Dakota State Data Center age-based population changes for

Brookings County Population by Age - 2000 to 2015
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Projected Population by Agefor the Seven County Region - 2000-2015

This Study has also examined demographic trends for a broader region that surrounds the City of
Brookings and Brookings County. This seven-county aggregation includes Brookings, Deuel,
Hamlin, Kingsbury, Lake, and Moody Counties in South Dakota, and Lincoln County in Minnesota.
Population by age projections for all of these Counties is available from the South Dakota State Data
Center and the Minnesota State Demographer’ s Office.
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Table 7 Seven-County Region Projected Persons by Age - 2000 - 2015

Age 2000 2005 2010 2015 Projected Changein
Population - 2005-2015
0-14 12,925 12,039 11,692 11,710 -329
15-19 6,647 6,653 5,989 5,790 -863
20-24 7,744 9,095 9,267 8,463 -632
25-34 7,246 7,055 7,665 8,182 1,127
35-44 9,270 7,838 6,734 6,492 -1,346
45-54 8,113 9,324 9,036 7,638 -1,686
55-64 5,566 6,596 8,185 9,393 2,797
65-74 4,906 4,989 5,501 6,536 1,547
75-84 4,127 4,469 4,414 4,506 37
85+ 1,829 1,919 2,247 2,312 393
Total 68,373 69,977 70,730 71,022 1,045

Source: U.S. Census; South Dakota State Data Center; Minnesota State Demographer; Community Partners Research

>

Although population growth is projected for the seven-county region through the year 2015,
thisis primarily due to the impact of Brookings County. Between 2005 and 2015, the
aggregation of Counties is expected to add 1,045 people, but Brookings County aloneis
expected to add 1,732 during thistime. Excluding Brookings County, the remaining
Counties would actually be expected to lose 687 people over this 10-year time period.

Age-based population changes for the larger region are very similar to the patterns expected
in Brookings County. The largest net growth in any single age range is projected to occur
among people age 55 to 64 years old through 2015. The second largest net growth is

projected in the 65 to 74 year old range.

With the exception of the 25 to 34 year old age group, al of the younger age cohorts are
projected to decrease in size. Overall, these projections expect that there will be 3,729 fewer
people age 54 and younger by the year 2015, when compared to the level present in 2005.

As with Brookings County, growth among younger seniors will be relatively modest. In
total, the seven-county region would expect only 430 additional senior citizens age 75 and
older between 2005 and 2015.
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The following chart displays the expected age movement of the population in the seven-County area
between 2000 and 2015.
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Brookings County Households Projections - 2000 to 2015

The Brookings County projections from the State Data Center are only for total population.
However, it is possible to extrapol ate household projections from this data, using some basic
assumptions about group quarters populations and expected changes in the average household size.

Table 8 Brookings County Household Proj ections - 2000-2015

2000 2005 2010 Change 2015 Change
Households | Projection | Projection | 2000-2010 | Projection | 2010-2015
Brookings 10,665 11,384 11,976 1,311 12,455 479
County

Source: 2000 Census; Community Partners Research, Inc.

>

The household projections derived from the State Data Center forecasts are once again
overly optimistic through the year 2005, but longer-term, reflect arealistic growth pattern for
the County. When comparing the 2010 projection to the 2000 Census, Brookings County
would need to add 1,311 new households during the decade, or approximately 131 new
households for an annual average. Annual growth at this level would be very consistent with
new housing construction activity that has occurred in recent years. Between 2000 and 2006,
the City of Brookings averaged 121 new housing units per year, with additional construction
occurring in some of the smaller Cities, including Volga and Elkton.

As noted in the analysis of population projections, the State Data Center forecasts had
expected relatively rapid growth between 2000 and 2005, and then a gradual slowdown in
the rate of growth between 2005 and 2010 and between 2010 and 2015. This appearsto be
based on their projection that the County and the larger regional population would continue
to age. With fewer young adults and fewer children present, the rate of population growth,
and consequently household formation, would continue to slow over time.
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> When comparing the projections for household growth between 2005 and 2015, the County
would be expected to add 1,071 new households. Average annua growth of 107 new
households per year appears to be a very readlistic rate of longer-term growth for the County.
While the City of Brookings alone has exceeded thislevel of growth in recent years, over a
10-year period the County will probably experience years of slow growth aswell. Asa
result, this average net increaseis arealistic indicator of household growth potential.

Brookings County Households - 1980 to 2015
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Brookings County Household Projections by Age of Householder - 2000 to 2015

In the table that follows, Community Partners Research has converted the State Data Center
population by age projections into household by age projections. These projections are for
Brookings County, and are through the year 2015.

Table 9 Brookings County Projected Households by Age - 2000 - 2015
Age 2000 2005 2010 2015 Projected Changein
Households - 2005-2015

15-24 2,089 2,386 2,372 2,252 -134
25-34 1,870 1,891 2,123 2,336 445
35-44 1,946 1,645 1,516 1,532 -113
45-54 1,727 1,985 1,850 1,564 -421
55-64 1,073 1,358 1,745 2,010 652
65-74 877 929 1,134 1,455 526
75-84 785 884 860 915 31
85+ 298 306 376 391 85

Total 10,665 11,384 11,976 12,455 1,071

Source: U.S. Census; Community Partners Research, Inc.
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> The age-based household projections expect strong net household growth to occur in three
primary age groups. The largest net growth is projected in the 55 to 64 year old age range,
followed by growth among younger seniors, age 65 to 74 years old.

> Relatively strong growth is also projected among younger adult households in the 25 to 34
year old range. However, thisisthe only age group age 54 and younger that is expected to

increase through the year 2015.
> Only modest growth is expected among older seniors, age 75 and above.
> If these projections hold true, there will be a significant shift in the age make-up of

households in Brookings County between 2005 and 2015. Based on these projections, the
County will have 223 fewer households age 54 and younger, and 1,294 more households age
55 and older by the year 2015.

Brookings County - Projected Net Change in Households - 2005 to 2015
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Claritas Projectionsfor Household by Age Changes - 2007 to 2012

Claritas, Inc., is a private company that supplies demographic data and projections for marketing and
research. Community Partners Research, Inc., acquired and examined data from Claritas as part of
the research process for this Housing Study.

The information from Claritas for the City of Brookings and Brookings County is very conservative.
Claritas does not recognize any significant growth in the area since 2000, and their projections
expect both population and household losses in the future. We do acknowledge that the Claritas
estimates of population and household levels for the County are flawed. We believe that an
approximate undercount of 500 households exists in their 2007 estimate for Brookings County. Asa
result, their information is of marginal value for projection purposes. However, this Study has
examined the patterns that are present in their age-based forecasts for Brookings County, for
comparison with the trends derived from the South Dakota State Data Center’ s age-based forecasts.

The Claritas projections are to the year 2012, with 2007 estimates serving as the base. The
projections in the following table are for Brookings County.
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Table 10 Brookings County Projected Households by Age - Claritas - 2007 to 2012

Age 2007 2012 Projected Change 2007-2012
15-24 2,051 1,852 -199

25-34 2,234 2,351 117

35-44 1,449 1,443 -6

45-54 1,716 1,509 -207

55-64 1,237 1,423 186

65-74 828 901 73

75-84 710 631 -79
85+ 349 362 13

Total 10,574 10,472 -102

Source: Claritas, Inc.; Community Partners Research, Inc.

>

The Claritas projections presented above are for afive-year time period, rather than the 10-
year period that is covered by the age-based projections from the State Data Center examined
earlier in this section. The Claritas projections are for the period 2007 to 2012, in the middle
range of the 10-year period examined. Despite the differencesin the scale of future growth
and the actual time period examined, the Claritas projections are generally similar to the age
changes presented earlier.

Claritas projects that the largest numeric gain will occur in the age group 55 to 64 years old.
The State Data Center also believes that this age group will have the greatest numeric
increase. Growth within this age range reflects the movement of the baby boomer generation
through the aging cycle.

Both projection sources expect a significant population decrease in the 35 to 44 year old age
group. Thislargely represents the change that is evident from the baby boomers aging out of
this age range, and being replaced by the smaller, baby bust generation.

Overal, both sources see a decrease in the number of households age 54 and younger, and an
increase in the number of households age 55 and older. This pattern is heavily influenced by
the aging of the existing resident population.

In the older senior age groups, Claritas expects anet loss of households over the next five
years, caused by a decrease in householdsin the 75 to 84 year old range. The State Data
Center forecasts would indicate modest growth in the number of older senior households
through the year 2015.
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Student Population Data

The City of Brookings has a large population of post-secondary students, primarily attending
South Dakota State University. Students have amajor impact on the local housing market. This
section provides additiona information about students and student housing. Information for this
section was obtained from the U.S. Census Bureau, and from staff at South Dakota State
University.

Student Population in Brookings - 1990 and 2000

The U.S. Census Bureau records information on students residing in the community that are
enrolled in post-secondary institutions. According to the 2000 Census, there were 6,236 post-
secondary students living in the City of Brookings. Thisincluded 5,800 people enrolled as
undergraduates and 436 people enrolled in graduate or professional programs. While the large
majority of these students were at SDSU, asmall number are identified as attending a private
institution. The total student population of 6,236 people in 2000 represented 33.2% of the entire
City population.

There were also some students residing el sewhere in Brookings County. The 2000 Census
identified an additional 310 undergraduate students and 76 graduate or professional students
residing outside of the City of Brookings. Presumably, a mgjority of these students were also
attending SDSU, although some may have been commuting to other educational facilities.

At the time of the 1990 Census, there were 6,031 students residing in Brookings that were
identified as enrolled in college. There were an additional 359 students residing in other
Brookings County jurisdictionsin 1990. The student population in Brookingsin 1990
represented 37% of the total City population.

There is no updated information since the 2000 Census on the size of the resident student
population in Brookings or Brookings County.

SDSU Enrollment

The Office of Institutional Research at SDSU has provided an enrollment Census for the
University dating back to 1989. The enrollment count is for the fall of each year, and would
include both graduate and undergraduate students.

SDSU aso offers classes at |ocations that are outside of Brookings, including afacility in Sioux
Falls, aswell as offering internet-based opportunities. Identifying the exact enrollment in
Brookings is not possible, since some students may take classes in both Sioux Falls and
Brookings. To best identify a Brookings-based student population, we have used the SDSU
classification of “ State support” students, which will generally represent a group that takes one
or more classesin Brookings. Total SDSU enrollment through all available opportunitiesis
often substantially higher than State support enrollment, especialy in the most recent years.
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Table 11 SDSU Enrollment Census - 1989-2006
Academic Year Enrollment Total
1989 7,080
1990 7,642
1991 8,090
1992 8,550
1993 8,966
1994 9,140
1995 8,840
1996 8,575
1997 8,401
1998 8,174
1999 7,843
2000 7,928
2001 8,136
2002 8,666
2003 9,351
2004 9,749
2005 9,709
2006 9,801

Source: Office of Institutional Research, SDSU

SDSU Enrollment - Brookings
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Comparison of Census Count to SDSU Enrollment

The SDSU enrollment information for the fall 1999 academic term can be compared to the 2000
Census. Much of the Census information was collected in March and April of 2000, during that
academic year.

The SDSU enrollment in Brookings for the 1999/2000 academic year was 7,843 students. This
count included students in both graduate and undergraduate programs. The 2000 Census
recorded 6,236 students residing within the City of Brookings, or approximately 80% of the
SDSU enrollment. If the student residentsin all of Brookings County are examined, then an
estimated 84% of al SDSU students resided in the County. The Census Count of residents
included 2,468 students living in group quarters, including dormitories and off-campus
University-owned housing.

A similar comparison can be made with the 1990 Census. The estimated Brookings-based
enrollment in 1989 was 7,080 students. The Census recorded 6,031 studentsresidingin
Brookings, or just over 85% of the estimated enrollment. In al of Brookings County, there were
6,390 students, or just over 90% of total estimated enrollment.

Based on this comparison, it appears that a very high percentage of students taking classesin
Brookings elect to reside in the immediate area. However, based on these two pointsin time, the
percentage that resides in Brookings or Brookings County has decreased somewhat in recent
decades.

Projected Enrollment
Our attempts to secure projected enrollment information from SDSU officials were unsuccessful .
Regional TrendsImpacting Future Enrollment

The Western Interstate Commission for Higher Education (WICHE) has issued projections for
all 50 states for the number of high school graduates. These projections were generated in 2003.
WICHE examined trends between 1987 and 2002, and then projected high school graduation
data between 2003 and 2018. We have examined thisinformation for the State of South Dakota,
and the four neighboring states of North Dakota, Nebraska, lowa and Minnesota. We have aso
examined their national projections.

Nationally, WICHE projects that high school graduation levels will peak in the 2008-2009
academic year. This graduating classis projected to be the largest in U.S. history. In the period
between 2001/2002 and 2017/2018, WICHE expects the number of high school graduates to
increase by 10.4%. However, this projected growth will be unevenly distributed, with most of
the increase in the South and West, and only limited increases in the Midwest and Northeast.
For the Midwest region, the increase in the number of high school graduatesis projected to be
2.7% between 2001/2002 and 2017/2018.

For thefive state region of South Dakota, North Dakota, Nebraska, lowa and Minnesota, thereis
aconsistent pattern of decline in the number of high school graduates over the next several
years. With the exception of North Dakota, which has been in consistent decline, the other states
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should see a dlight upward peak in the number of high school graduates in either the 2007/2008
or the 2008/2009 academic year. Thiswould be consistent with the national trends. However,
all five states are then projected to see adecline in the number of graduates through the
2013/2014 academic year. At that point, the number of graduatesis expected to begin increasing
once again in Nebraska, Minnesota and lowa. The number of graduates in South Dakota and
North Dakota are expected to basically remain stable at that time.

The WICHE projections are consistent with other available forecasts. A 2006 report issued by
the Minnesota State Demographer’ s Office indicated that the number of high school graduatesis
expected to decline significantly in Minnesota outside of the Minneapolis-St. Paul Metropolitan
Area. In the southwestern portion of Minnesota, the number of high school graduatesis
expected to decrease by nearly 12% between 2005 and 2010. In the 10-year period between
2005 and 2015, the projected number of graduates will decrease by nearly 25%. According to
the Minnesota State Demographer’ s Office:

High school graduation trends in surrounding states will also have implications for post-
secondary institutions. State education departmentsin lowa, South Dakota, North
Dakota, and Wisconsin do not prepare high school graduate projections, but prepare K-
12 enrollment projections. In each of the adjacent states, the population expected to be
seniorsin high school is projected to decrease over the next 10 years.

Once the peak of new Minnesota high school graduates passes in 2009, traditional age
populations of post-secondary students are projected to decline. Thisis similar to what
happened in the late 1980s and early 1990s.

College Participation Rates Remain Steady

The Minnesota Office of Higher Education reports that about 65 percent of Minnesota's
high school graduates enroll in post-secondary education following graduation.
Participation rates of graduating Minnesota high school seniorsenrolling directly in
college have shown year-to-year changes but are generally flat. Unless high school to
college participation ratesincrease - especially among low-income students, students of
color and other students who are traditionally under represented in post-secondary
education - colleges will have a smaller pool of students from which to recruit.

Projections for fewer high school graduates in South Dakota would also be consistent with the
State Data Center forecasts that show an ongoing decline in the number of younger residentsin
the State.

SDSU has traditionally attracted alarge percentage of its new students from the immediate
region. For thefall 2006 academic year, there were 1,917 new undergraduate students that
enrolled at the University. Nearly 65% of these students were from South Dakota, and over 95%
were from the five state region that included Minnesota, North Dakota, lowa and Nebraska.

To retain astable population of students, SDSU will need to attract more “traditional” students
from other parts of the U.S., such as the South or West regions, or will need to compensate for a
smaller pool of graduating high school studentsin theimmediate area. This could include
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attracting alarger share of the available high school graduates. It could also include attracting
more “non-traditional” students to campus.

The University is directly addressing these demographic factors, by extending tuition reciprocity
agreements with neighboring states, or capping tuition for students from states without
reciprocity agreements. SDSU is aso increasing its recruitment efforts nationally, and has taken
actions, such as the switch to Division | athletics, that expand its national visibility.

Student Housing Options

Housing for SDSU students is provided in both on-campus housing options that are part of the
University system, and through off-campus housing controlled by the private market.

On-CampusHousing

SDSU requires that undergraduate that are less than three years removed from high school reside
in on-campus housing. Most of this housing is provided through residence halls. The University
has eight residence hall options, with the capacity to house 3,286 students. At the start of the fall
academic term, these residence halls are fully committed.

The most recently constructed residence hall, Caldwell Hall, was opened for occupancy at the
start of the fall 2005 term. Caldwell Hall has capacity for 290 students. ThisHall is suite-style
housing, with two-bedrooms (2 students each), sharing a bathroom. While the construction of
Caldwell Hall did add to the availability of residence hall options for students, at the same time
Wakota Hall was being converted into offices, resulting in anet gain of housing for 215
students.

SDSU aso offers student housing in gpartment-style units. These units are available to
undergraduate students who are more than two years removed from high school, and also to
graduate students. Berg and Bailey Halls are in four-bedroom apartments, and have a combined
capacity for 320 students.

Family student housing is available in two complexes, State Court and State Village. State Court
has 48 one-bedroom apartments. At a minimum, this project can house 48 students. State
Village has both one- and two-bedroom family apartments.

SDSU aso has “specialty housing” available for students with shared interests, such as health
professionals or engineering students. However, these specialty residential areas are contained
within the existing residence halls and apartment buildings.
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Private Market Housing

Most SDSU studentsresiding in or around Brookings live in private market housing, primarily
rental housing. According to the 2000 U.S. Census, there were 3,733 occupied rental housing
unitsin the City of Brookings. This representsthat last official renta tenure estimate that is
available. The renter householdsin 2000 represented 53.6% of al householdsin the City. For
comparison, the renta tenure rate in the City of Sioux Falls was 38.9% and the rental tenure rate
for al of South Dakota was 31.8% in 2000.

The extremely high rate of renter occupancy in Brookingsis adirect result of the large student
population attending South Dakota State University. According to 2000 Census records, there
were 1,772 renter households in Brookings that had a head of household age 24 and younger.
This primarily represents the student population. In contrast, there were only 115 householdsin
the City with a head of household age 24 and younger that owned their housing unit in 2000.

In the next oldest age range, between 25 and 34 years old, there was also a large number of
renter households. The Census recorded 771 renter households in this age group, compared to
497 households that owned their housing. The 25 to 34 year old group would still represent
some students, including graduate students, along with younger households that may have | eft
the University, but who have elected to remain in the community after graduation. In total,
renter households age 35 and younger represented 2,543 households, or more than 68% of all
renters in Brookings in 2000.

The 1990 Census provides for some comparative data. In 1990, Brookings had 1,145 renter
households age 24 and younger. This represented 627 fewer renter househol ds than recorded in
2000 within this youngest age grouping. When renter households age 34 and younger are
examined, there were 1,914 total households, or 629 fewer households than in 2000.

Based on Census records, rental demand from households age 25 to 34 years old remained
constant during the 1990s, and most of the City’ s net growth in renter househol ds between 1990
and 2000 was caused by an increase of younger renters, age 24 and younger. In total, the City
added 797 new renter households during the 1990s, and 629 of these households, or 79%, were
in the 24 and younger age group.
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Housing Affordability and Income
Affordable Housing Defined

An adequate supply of affordable housing is often cited as one of the greatest needsin
communities throughout South Dakota. Brookings is no exception. The need for affordable
housing was frequently identified in the interview and focus group data collection process. This
issue was raised by awide variety of people, ranging from housing agency representatives, who
traditionally work with lower income people, to large employers, who see the issue as critical to
the attraction and retention of a quality workforce.

Affordable housing is arelative term, which depends on a given household’' s income and their
ability to apply a certain portion of that income to housing costs. In an attempt to better analyze
affordable housing, this Study has defined the term for rental housing based on the accepted
standard defined by the U.S. Department of Housing and Urban Development (HUD), which
allows 30% of adjusted grossincome for housing costs. For ownership housing we have used
the standard lending ratio of 28% of gross income used by the conventional mortgage market for
housing expenses of principal, interest, property taxes and insurance (PITI).

While these are commonly accepted standards, many households will voluntarily opt to pay a
higher percentage of their income for housing. For example, Fannie Mae has mortgage
programs that allow households to pay up to 33% of their income for PITI. For lower income
renters, HUD’ s Housing Choice V oucher Program allows participating households to pay up to
40% of their adjusted monthly income for rent.

Household Income Estimates

We have obtained income estimates from Claritas, Inc., a private company that prepares and
reports demographic data. The Claritas estimate of median family incomeisfor all of Brookings
County and is a 2007 estimate. While we view the Claritas income data as the best available
information on income levels, we do acknowledge that the Claritas estimates of population and
household levels for the County are flawed. They are similar to U.S. Census Bureau estimates,
which have under-estimated the growth that has been occurring in the area since 2000. For this
reason, we have focused on the information from Claritas in percentage terms, rather than real
household numbers, when examining distribution information.

Median income represents the midpoint for all households. While we believe that a Claritas
undercount of households exists, the inclusion of 500 additional households (the approximate
extent of the undercount) would probably not result in a significant alteration of the median.

In the estimated 2007 median household income figure, al households are being examined,
which would include single individuals that are living alone, as well as households with two or
more unrelated individuals living together. A family isasubset of all households, and requires
that two or more individuals be related within the household. The median family incomeis
higher than the median household income level.
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The Claritas median household income estimate for 2007 is $42,804. Thisis up from the median
of $35,600 that was reported in the 2000 Census. Based on this estimate, the County’s median
household income has increased by 20.2% during this time period.

Thereisno official source available to compare to the Claritas estimates. The Census Bureau's
2006 American Community Survey, which provides income data between the decennial Census,
does not cover the City of Brookings or Brookings County. The American Community Survey
does provide information for Sioux Falls. The 2006 median income estimate for Sioux Falls was
$48,220, up 17% from the level reported in the 2000 Census. The rate of increase in Sioux Falls
between 2000 and 2006 is reasonably consistent with the Claritas estimate for Brookings County
that shows a 20.2% increase between 2000 and 2007.

In the following table, we have presented the income distribution by income range.

Table 12 Brookings County Median Household I ncome Estimate - 2007
Income Number of Households Percentage of Households

Less than $10,000 950 9.0%
$10,000 - $14,999 674 6.4%
$15,000 - $$19,999 751 7.1%
$20,000 - $24,999 663 6.3%
$25,000 - $29,999 635 6.0%
$30,000 - $34,999 674 6.4%
$35,000 - $39,999 627 5.9%
$40,000 - $44,999 558 5.3%
$45,000 - $49,999 553 5.2%
$50,000 - $59,999 1,113 10.5%
$60,000 - $74,999 1,119 10.6%
$75,000 - $99,999 1,108 10.5%
$100,000 - $124,999 612 5.8%
$125,000 - $149,999 205 1.9%
$150,000 - $199,999 151 1.4%
$200,000+ 181 1.7%
Total 10,574 100%

Source: Claritas, Inc.
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Based on the Claritas estimates, approximately 35% of the households in the County have an
annual income of $30,000 or less. Approximately 21% of households have an income of
$75,000 or more. The remaining 44% of households have annual incomes between $30,000 and
$75,000.

The U.S. Department of Housing and Urban Development (HUD), also issues an estimated
median County income figure for use with the different federally subsidized housing programs.
This estimate isissued annually, and defines income limits that apply to federal housing
programs, including Housing Choice Vouchers, Low Rent Public Housing and Low Income
Housing Tax Credits. The HUD median income estimate for Brookings County in 2006 was
$58,500. Eligibility for housing assistance programs is often set at 80% or less, or 60% or less
of this Countywide level, as adjusted by family size.

While the HUD estimate is very important for determining housing program participation, it
does not reflect atrue picture of actual income levelsin the area. It isbased on a statistical
calculation used by HUD.

Affordability Levelsfor Median |ncome Households

We believe that the Claritas 2007 estimates provide the best available source and a reasonably
reliable source for actual household income information. We have used the County median
household income estimate to serve as the basis for housing affordability thresholds. For
households at or near the median income level, housing affordability could be defined as
follows:

> Ownership housing that has a purchase price from $125,000 or lessis considered to be

affordable for amedian income household (based on 6.75% rate, 30 year fixed rate mortgage, with
$10,000 available for down payment and closing costs, and $300 per month in other fixed debt)

> Rental housing with a gross monthly rent of $1,070, or less, is considered to be

affordable for a median income household (with 30% of gross income available for rent and
housing costs)

Using this genera standard of affordability, production of new ownership units for median
income households will be difficult to accomplish. However, it should be recognized that the
affordability threshold of $125,000 isimpacted by a number of factorsin our calculation,
including interest rate, debt-to-income ratios, and an equity contribution of only $10,000. A
household that receives alower interest mortgage, reduces consumer debt, or makes alarger
equity contribution can afford to purchase a more expensive home.

The affordability standards above are based on the estimated median income level. We have
also converted defined income ranges into approximate housing affordability levels, representing
households at the bottom and top of each income range. For rental housing, the affordability
rangeis based on 30% of income for monthly rent. Making the calculation for home ownership
is more complicated, as the standard industry calculation would examine principa and interest
on the loan, as well as property taxes, home owners insurance, and possibly mortgage insurance.
Other fixed debt would a so be included in any mortgage qualifying calculation. To ssimply the
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ranges below, we have used the assumption that al income ranges can apply 20% of gross
income to principa and interest payments. The mortgage cal culation assumes a 30-year fixed
rate loan at 6.75%, with no amount included for down payment.

Table 13 Brookings County Median Household I ncome Estimate - 2007
Income Number/Percent | Affordable Rent Range | Affordable Mortgage
of Households Range
Less than $10,000 950/ 9.0% $0 to $250 up to $25,750
$10,000 - $14,999 674/ 6.4% $250 to $375 $25,750 to $38,500
$15,000 - $19,999 751/ 7.1% $375 to $500 $38,500 to $51,500
$20,000 - $24,999 663/ 6.3% $500 to $625 $51,500 to $64,250
$25,000 - $29,999 635/ 6.0% $625 to $750 $64,250 to $77,000
$30,000 - $34,999 674/ 6.4% $750 to $875 $77,000 to $90,000
$35,000 - $39,999 627 / 5.9% $875 to $1,000 $90,000 to $102,750
$40,000 - $44,999 558/ 5.3% $1,000 to $$1,125 $102,750 to $115,750
$45,000 - $49,999 553/5.2% $1,125 to $1,250 $115,750 to $128,500
$50,000 - $59,999 1,113/ 10.5% $1,250 to $1,500 $128,500 to $154,000
$60,000 - $74,999 1,119/ 10.6% $1,500 to $1,875 $154,000 to $192,750
$75,000 - $99,999 1,108 / 10.5% $1,875 to $2,500 $192,750 to $257,000
$100,000 - $124,999 612/ 5.8% $2,500 to $3,125 $257,000 to $321,250
$125,000 - $149,999 205/ 1.9% $3,125 to $3,750 $321,250 to $385,500
$150,000 - $199,999 151/ 1.4% $3,750 to $5,000 $385,500 to $514,000
$200,000+ 181/1.7% $5,000+ $514,000+
Total 10,574 / 100% N/A N/A

Source: Claritas, Inc.

The affordability amounts use the same percentage of household income applied to housing
costs. Idedly, the calculations should be skewed to reflect basic costs of living. For example, a
household earning $100,000 or more would still have substantial disposable income available
after applying 30% of income to housing. However, a household earning $15,000 would have
less money remaining for food and clothing if 30% of income is applied to housing. Asaresult,
the amounts reflected above present only a partial picture of the actual housing options that a

particular household may be able to secure.
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Rental Housing
Affordable Rental Analysis

Generally speaking, the private housing market can produce rental units that are considered
affordable for households at the threshold based on median household income, with a gross rent
of $1,070 per month. However, this assumes that househol ds earning the median income level
are typically represented in the rental housing market, which generally is not true.

At the time of the 2000 Census, the median household income for renter households was only
58% of the overall County median level. If this same basic percentage still appliesin 2007, the
median income level for renter households would be approximately $24,800. This estimated
median income level for renter households would also be consistent with the Claritas cal cul ation
of change since 2000. At the estimated median income of $24,800 for renter households, to be
affordable at 30% of median income, a unit would need to have a gross rent of $620 per month
or less.

According to the 2000 Census, only 20% of al renter householdsin the County had a household
income that was equal to or greater than the median. Assuming that these same distributions are
present in 2007, only 20% of existing rental households can afford a unit at $1,070.

Since renter households are disproportionately represented in the lower income ranges, most of
the very affordable housing is needed to serve renter households. In 2000, approximately 79%
of the households in the County with income below $20,000 were renters. If these same
percentages are present in 2007, then approximately 2,400 to 2,500 renter households are present
in Brookings County in 2007 in the lower income ranges. These households would need a gross
rent of $625 per month or less.

The survey completed as part of this Study found that most of the rental housing with two or
fewer bedrooms in Brookings, and the surrounding small communities, would be affordable by
this definition. However, very few rental options with three or more bedrooms were identified
below this price level.

One factor that may impact the calculation for lower income renter households is the presence of
student renters. On paper, student households may be reflected in the lower income renter
group, having limited earnings while attending college. However, this group may be prepared to
spend a disproportionately large share of their income for housing while in school, or they may
be receiving parental financia support. Asaresult, in our recommendations section later in this
Study, we have recommended that some additional higher rent units be constructed specifically
for students.

Affordable Ownership for Renter Households
If the income distributionsin 2007 are consistent with past patterns, then converting a significant

number of renter households into home ownership will be a difficult task, unless household
income consistently improves, and rises above the median for renter households. Using our

M Brookings Area Housing Study 43



Housing Affordability and Income W

estimate that the median income level for renter households in 2007 is approximately $25,000,
and applying the same mortgage assumptions identified above, a median income renter
household can afford a monthly principal and interest payment to support a loan of
approximately $64,250. However, at this relatively low income level, the probable purchase
priceis assumed to be even lower. With only amodest level of revolving debt, at $300 per
month, the estimated house purchase price dropsto alevel of $61,000 or less. Even ahome at
this price is based on the household having $10,000 available for closing costs and down
payment. A household at thislow income level would generally not have that level of personal
savings available.

In the recent sales period reviewed for this Study, there appear to be only nine existing home
salesin Brookings that were for $61,000 or less. These houses were all constructed in 1950 or
earlier. There were 21 identified salesin the smaller Cities in Brookings County that were below
this price-point. Most of these houses were in White, Elkton or Bruce,

Some of the Brookings area housing nonprofits, such as Habitat for Humanity and Inter-Lakes
Community Action, are attempting to serve households at the $25,000 income level with new
construction. However, thisis generally done through self-help type construction arrangements.
Very low interest mortgage programs are also used, such as those offered through USDA Rural
Development, which can offer rates as low as 1%, and aterm that can extend beyond 30 years.

As mentioned above, an estimated 20% of renter households do have annual incomes that are
equal to or greater than the Countywide median. These households can generally afford
ownership housing of $125,000 or more. However, it is assumed that some of these higher
income households have elected to rent, rather than own their housing. This group could include
higher income retirees who have sold their home and are living in senior rental housing. This
group could also include professionals that are in the community for alimited duration of time,
such as visiting professors or untenured faculty at SDSU.

Rental Housing Cost Burden

The best available data of housing costs in comparison to income is from the 2000 Census.
The Census identified the number of households that reported paying more than 30% of their
income for their housing, the standard that has been used by this Study to define rental
affordability.

Since much of the rental housing in Brookings is occupied by students, the following table
examines rental costs for households age 25 and older separately from households age 24 and
younger.
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Table 14 Gross Rent as a Per centage of Household I ncome - Brookings County - 2000
Percentage of Household Renter Households Age 24 Renter Households Age 25
Income for Housing Costs and Y ounger and Older
0% to 19.9% 494 1,102
20% to 29.9% 504 622
30% to 34.9% 173 150
35% or more 605 481
Not Computed 46 171
Total 1,822 2,526

Source: U.S. Census
NOTE: Data for this table was taken from STF-3 which provides sample data and may not match 100% reporting from
STF-1.

In total, the Census reported that 1,409 renter households in the County were paying more than
30% of their income for rent. This represented 32.4% of all renter households. Approximately
92% of al renter households with a housing cost burden in 2000 also had an annua household
income that was less than $20,000.

The vast mgority of the households with a cost burden were in the 24 and under age group, and
presumably represented much of the student population. For much of the student group, thereis
probably arecognition that housing costs will represent a disproportionately large share of their
income whilein school. Among renter households age 25 and older, there were 631 households
with a cost burden, or approximately 25% of all renters age 25 and older.

Our renta housing survey did find some vacancies in subsidized rental housing, although most
of the vacancies were in senior-designated buildings. We also found that some Housing Choice
Vouchers, providing rent assistance to tenants, were not being utilized. 1t would therefore
appear that lower income people with a cost burden do have some potentia remedies, through
the subsidized rental options that exist. Recent changes affecting student eligibility in subsidized
housing will probably limit the ability of younger full-time students from using this resource.

While the 2000 Census represents the best information for Brookings County on rental cost
burden, the 2006 American Community Survey does provide updated information for the entire
State of South Dakota. According to the 2006 estimates, the percentage of households that are
paying more than 30% of income for rental housing has increased significantly between 2000
and 2006. In 2000, approximately 29% of al renters paid 30% or more of their income for
housing. By 2006, approximately 34% of al renters had a cost burden.

While patterns could be different in Brookings County, the Statewide trends would seem to
indicate that more households may now be experiencing a rent burden than in the past.
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Ownership Housing
Owner Household M edian | ncome

At the time of the 2000 Census, owner households had a median income level of $48,949, which
was well above the median for al households. The median for owner households was 139% of
the overall median income for the County. Applying asimilar percentage to the 2007 Claritas
estimate of $42,804, the median income for owner households in 2007 would be approximately
$59,000. Thiswould also be consistent with the Claritas estimate of change between 2000 and
2007, as Claritas estimates that the median level has increased by 20.2% over that time.

At amedian income of $59,000, some different financing assumptions could be used to calculate
affordability. For example, if the down payment/closing cost contribution is raised to $20,000,
the purchasing power is approximately $177,000, and the PITI contribution is nearly 28%. With
acalculated affordability level of approximately $177,000 for existing owner households, the
median income level is generally well-matched with prices for existing homesin the area. Our
analysis of recent sales activity for existing houses shows that the median sales price for the
Citiesin Brookings County is $134,000. The median sales pricein the City of Brookingsis
approximately $142,000 for existing homes.

A purchase price of $177,000 would also provide for some new construction options for
ownership. Since most new construction is of custom-built homes, there isless available data on
pricing. However, our interviews with private market home builders indicate that prices start as
low as $129,000. In the $150,000 range, there appear to be multiple buildersthat are activein
producing single family detached housing. In the attached single family segment of the market,
it isbelieved that an even lower price-point can be achieved.

Owner Housing Costs and Income

The 2000 Census aso provided information on owner housing costs compared to income.

Table 15 Owner ship Costs as Per centage of Household Income: Brookings County 2000

Percentage of Household Number of Owner Percent of All Owner
Income for Housing Costs Households 2000 Households 2000

0% to 19.9% 2,674 65.9%
20% to 29.9% 939 23.1%
30% to 34.9% 209 5.2%
35% or more 225 5.5%
Not Computed 11 0.3%
Total 4,058 100%

Source: 2000 Census
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Most owner-occupants, which would include households both with and without a mortgage,
reported paying less than 30% of their income for housing. In fact, nearly 66% of al owner
households reported that they actually paid less than 20% of income for ownership housing
costs. Reduced to a median cal culation, the median percentage of household income that was
applied to ownership costs in Brookings County was 16.6% in Brookings County at the time of
the 2000 Census. For comparison purposes, we aso examined the median percentage in Sioux
Falsandin all of South Dakota. According to the 2000 Census, the median percentage of
household income applied to ownership in Sioux Fallswas 17.7%, slightly higher than in
Brookings County. Statewide, the median percentage was 16.6%, identical to Brookings
County.

The Census a so provides the same information just for people that have a mortgage. Aswould
be expected, this group was applying a higher percentage of income for home ownership. In
Brookings County in 2000, the median percentage of household income applied to ownership
costswas 19.2%. In Sioux Fallsin 2000, the median percentage was 20.1%, and Statewide, the
median was 19.7%.

While no updated information exists for Brookings County, the American Community Survey
does provide 2006 estimates for Sioux Falls and the State. In Sioux Falls, the percentage of
income applied to ownership housing costs increased to 21.7% for households with a mortgage.
For South Dakota, the median percentage increased to 22.2% for househol ds with a mortgage.
Since Brookings County was below both the Sioux Falls and the Statewide ratein 2000, it is
reasonabl e to assume that the median percentage of income applied in 2006 was between 20.5%
and 21%.

Comparison with the larger region shows that South Dakota has relatively low ownership
housing costs compared to income. The following percentages are for owner households with a
mortgage. In the five State Region, Minnesota had the highest percentage of income devoted to
ownership costs, at 24.4%. Nebraska was aso higher than the rate in South Dakota, at 22.4%.
lowa and North Dakota both had alower median percentage, at 21.6% and 21.0%, respectively,
according to the 2006 American Community Survey. Nationwide, the median percentage was
24.9% of income for ownership housing costsin 2006.

Although the large majority of home ownersin Brookings County do not appear to have a
housing cost burden, nearly 11% of all home owners reported that they did pay 30% or more of
their income for housing at the time of the 2000 Census.

The distribution of households with a cost burden was through all of the age ranges. There were
75 households in the age groups 34 and younger with areported cost burden. There were also
109 senior citizen households, age 65 and older that reported paying more than 30% of income
for ownership housing. The remaining 250 households were in the age groups between 35 and
64 years old.

While housing cost burdens were present in all age groups, there were some age ranges where
the likelihood was much greater, in percentage terms. For example, the greatest cost burden was
reported by younger home owners, under age 35, where 13.3% reported paying a
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disproportionate share of income for housing, while fewer than 10% of householdsin the 35 to
64 year old range reported a cost burden. Among senior citizens, nearly 12% of households
reported a cost burden.

Approximately 65% of the 464 households with an ownership cost burden reported an annual
household income less than $35,000. Since most home ownership transactions involve mortgage
financing, which includes an analysis of ability to pay, it is not clear why some home owners
report paying a disproportionate percentage of their income for housing. The most likely
explanation involves owners who have had an income reduction after purchasing their home.
Another possible explanation is related to voluntarily paying more than 30% of income, through
home improvement financing and home equity loans.

Although there are some area households with a housing cost burden, there are very few
programs or options available to address this situation. In the most severe cases, it is probable
that the owner may be forced to sell their home and look for a more affordable option. With
home price escalation in Brookings County, people selling their homes may be able to take a
profit from the sale to help them secure more affordable, replacement housing.

While no updated information exists for Brookings County since 2000, the gradual risein
percentage of income applied to ownership housing Statewide, as reported in the 2006 American
Community Survey, would imply that the number households with a housing cost burden may
have increased slightly in recent years.

Trendsin Foreclosure

In 2007, many national reports have surfaced about the growing threat of home foreclosures.
Often linked to the popularity of adjustable rate mortgages and the expansion of sub-prime
mortgage lending, fears of aforeclosure crisis exist in some housing markets.

While tracking current foreclosuresis relatively easy, predicting future foreclosure activity is
difficult. Delinquent borrowers have a number of different procedure steps that must be met
before actual foreclosure occurs. Our research indicates that current foreclosure activity in
Brookings County is very limited, but we cannot predict the future foreclosures that may occur.

According to the County Sheriff’s Office, there are 13 closed or pending foreclosure “ Sheriff’s
Sales’ in caendar year 2007. This comparesto five Sheriff’s Sales in 2006, and 10 Sheriff’s
Sales in 2005. While the percentage change between 2006 and 2007 is quite large, in hard
numbers the level of home foreclosuresis small.
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Income Projections

Claritas, Inc., has produced household income projections to the year 2012. As noted
previously, Claritas takes an overly conservative view of the growth potential in and around
Brookings. Theincome projections for 2012 are based on a projected household level of 10,472.
We believe that the actual household count in Brookings County by the year 2012 will be greater
than 12,100 total households. Recognizing that the actual household numbers from Claritas are
much too low, we have focused on the percentage distributions for various income ranges, along
with use of the projected median income level.

Claritas projects that the median household income for Brookings County will be $47,430 in the
year 2012. Thiswould represent an increase of 10.8% in the median level when compared to the
2007 estimate. Based on the past information on income by tenure, the estimated median for
renter households in 2012 would be approximately $27,500, and the median income for owner
househol ds would be approximately $65,500.

The distribution of households by income range for 2012 is provided in the following table. The
estimated distribution of households in 2007 is provided for comparison.
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Table 16 Brookings County Median Household I ncome Projection - 2007 to 2012

Income Percentage of Households 2007 | Percentage of Households 2012
Less than $10,000 9.0% 8.1%
$10,000 - $14,999 6.4% 5.4%
$15,000 - $$19,999 7.1% 6.2%
$20,000 - $24,999 6.3% 6.0%
$25,000 - $29,999 6.0% 5.6%
$30,000 - $34,999 6.4% 5.5%
$35,000 - $39,999 5.9% 5.7%
$40,000 - $44,999 5.3% 5.3%
$45,000 - $49,999 5.2% 4.8%
$50,000 - $59,999 10.5% 9.5%
$60,000 - $74,999 10.6% 11.6%
$75,000 - $99,999 10.5% 11.6%
$100,000 - $124,999 5.8% 7.1%
$125,000 - $149,999 1.9% 3.6%
$150,000 - $199,999 1.4% 2.0%
$200,000+ 1.7% 2.3%
Total 100% 100%

Source: Claritas, Inc.

The projections for 2012 show a gradual improvement in incomes in the County. Overall, there
should be areduction in the number of households earning less than $60,000 per year, and an
increase in the percentage of households earning $60,000 or more. The projections show
particularly strong growth among households earning $100,000 or more per year.

The continued improvement in incomes will result in greater buying power for housing.
However, there is no comparative projection data on construction costs or mortgage interest
rates. With projections showing that the median income will increase by 10.2%, it isvery
possible that construction costs could increase by that percentage, or more, over afive-year time
period. Asaresult, housing affordability may not improve significantly for most households.

It is also important to note that many households will still have very limited income for housing.
While the percentage of households with lower incomes will decrease, there will still be almost
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3,300 households in Brookings County in 2012 with annual household incomes bel ow $30,000.
With the actual household level expected to exceed the total projected by Claritas, itis
reasonabl e to assume that between 3,300 and 3,800 households will be able to apply less than
$750 per month toward housing expenses in the year 2012.

Projected Median Income by Age
The Claritas income projections to 2012 a so provide aforecast of the median household income

by age group. In the following table, we have displayed the projected median, along with the
monthly amount that could be applied to housing costs using 30% of the median income.

Table 17 Brookings County Median Household I ncome Projection by Age - 2012
Age Range Projected Median Income - 2012 | Monthly Amount Available for Housing

15t0 24 $22,314 $558

251034 $45,769 $1,144

35t0 44 $66,332 $1,658

45to0 54 $68,103 $1,703

551059 $65,513 $1,638

60 to 64 $64,407 $1,610

651069 $49,712 $1,243

70to 74 $46,875 $1,172

751079 $36,190 $905

80to 84 $28,897 $722
85 and older $26,759 $669

Source: Claritas, Inc.

Aswould be expected, incomes for younger households and older senior households are
projected to be relatively low. Incomes for households in the age groups between 35 and 64
years old are projected to be relatively high. Senior citizen households see adrop in income at
age 65, due to retirement, but this group probably has significant asset accumulation.

The amount that can be applied to housing costs, representing 30% of monthly median income,
would be available for rent, or for PITI payments for home owners.
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Existing Housing I nventory

Table 18 Owner-Occupied Housing Units by Year Built - Brookings

1939 and 1940-1959 1960-1969 1970-1979 1980-1989 | 1990-2000* | 2000-2007**
Earlier
637 690 393 650 328 520 666

Source: 2000 Census; City Building Permits
* The Census reported units constructed through March of 2000. Because of weather conditions, it is assumed that
permits for housing that was occupied in March/April 2000 would have been issued in 1999.
** 2007 permit issuance is through June.

> At the time of the 2000 Census, approximately 20% of the City’ s owner-occupied
housing units were identified as pre-1940 built housing. Approximately 41% of the
City’ s owner-occupied units were pre-1960 construction. These are relatively low
percentages for older housing. Brookings has had arapid rate of growth in recent
decades. Asaresult, much of the City’s owner-occupancy housing is relatively new.

> Estimating the tenure of housing units constructed since 2000 is based on the intended
use of the structure. In the table above, we have assumed that all twin homes are owner-

occupied, and all duplexes are renter-occupied.

Table 19 Renter-Occupied Housing Units by Year Built - Brookings

1939 and 1940-1959 1960-1969 1970-1979 1980-1989 | 1990-2000* | 2000-2007**
Earlier
328 376 453 901 709 978 285

Source: 2000 Census; City Building Permits
* The Census reported units constructed through March of 2000. Because of weather conditions, it is assumed that
permits for housing that was occupied in March/April 2000 would have been issued in 1999.
** 2007 permit issuance is through June.

> At the time of the 2000 Census, most of the rental stock was also newer housing. The
Census identified fewer than 9% of occupied rental units as pre-1940 built housing, and
fewer than 19% of units as pre-1960 construction.

> Starting in the 1970s, a significant amount of rental housing construction occurred in
Brookings. Inthe 1970s, and again in the 1990s, Brookings averaged more than 90 new

construction rental units per year.

> According to Census records, construction of rental housing unitsin Brookings has
exceeded construction of owner-occupancy housing since 1960. Between 1960 and
2000, there were 1,891 owner-occupancy and 3,041 renter-occupancy units constructed.
However, since 2000, the level of owner-occupancy construction has greatly exceeded
rental housing construction in the City.
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Table 20 Brookings Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- Vacant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 2,647 529 105 3,281 582 3,863
1 Unit Attached 112 88 0 200 84 284
2 Units 34 191 24 249 86 335
3-4 Units 21 278 25 324 0 324
5+ Units 36 2,382 196 2,614 199 2,813
Mobile Home 368 277 58 703 113 816
Total 3,218 3,745 408 7,371 1,064 8,435
Source: U.S. Census; Building Permits
> Brookings has had continued construction activity of new housing since 2000. Based on

building permits, we believe that 951 new units have been constructed between 2000 and
June 2007. A more detailed breakdown of these new unitsis provided on the following

page.

> Brookings has alarge inventory of mobile home units. At the time of the 2000 Census,
mobile homes represented 9.5% of all housing unitsin the City. Thereisno information
available on mobile homes that have been added since 2000, but a visual inventory of the
parks resulted in atotal count of 816 mobile homes in Brookings. Thiswould seem to
indicate that 113 units have been added since the Census.

> The table above does not reflect demolition activity. Since 2000, some older housing
units have been demolished in Brookings. Some of the new housing constructed since
2000 may have replaced older housing units, and would therefore not reflect anet gain in
total units.
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Housing Construction Activity

Table 21 Housing Unit Construction Activity - 2000 to 2007*

Housing Type 2000 2001 2002 2003 2004 2005 2006 | 2007* Total

Single Family 40 56 77 50 102 104 106 47 582

Detached
Single Family 0 0 0 0 14 28 30 12 84
Attached
Duplex 6 6 24 18 14 4 4 10 86
Multifamily 24 0 28 50 8 56 0 33 199
Rental
Total 70 62 129 118 138 192 140 102 951

Source: City Building Permit Reports; U.S. Census Bureau; Community Partners Research, Inc.
* Partial Year

>

For building permit reports we had access to both detailed City records and summary
reports from the U.S. Census Bureau. Although these reports were largely similar, there
were afew discrepanciesin unit reporting. In the table above, we have utilized the City
records on building permit issuance to estimate annual housing unit construction.

From 2000 through June 2007, Brookings has issued permits for 951 total housing units
through new construction. Some of the units that were issued permits in late 2006 or
2007 may still be under construction and not yet ready for occupancy.

Single family detached housing represents 582 units, or approximately 61% of total
construction activity. Annual production of single family housing has ranged from alow
of 40 unitsin 2000, to a high of 106 unitsin 2006. The City has averaged 76 new single
family detached houses per year between 2000 and 2006, the last full year of data.
Through June of 2007, permits had been issued for 47 detached single family houses, and
current-year production appears to be consistent with recent trends.

There may be some reporting inconsistencies for single family attached housing units.
Between 2000 and 2003, there were no permits issued for town house or twin home units
for owner-occupancy. Since 2004, permits have been issued for 84 units of attached
single family housing, al of the unitsin twin home configurations. All of these units
were constructed for owner-occupancy, although some could be vacant or occupied by
renters.

The combination of detached and attached single family units has generated an average
of 87 new units per year between 2000 and 2006.

City building permit records also show considerable activity in the construction of duplex
units. Under the current definition, duplexes cannot be split into two individually owned
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housing units. Since aduplex has a single owner, it can be assumed that at least one, and
possibly both units are used as rental housing. Between 2000 and June 2007, there have
been 86 units constructed in 43 duplexes. Whileit is possible that 43 of the units could
be owner-occupied, we have assumed that the large majority of the duplex units are for
renter-occupancy.

Multifamily housing construction has occurred in Brookings. Since 2000, permits have
been issued for at least 199 units. Larger rental projects constructed in Brookings since
2000 include Mills Ridge (36 units), Mills Senior Project (25 units), one phase of
Southland Court (12 units), three projects by Den-Wil, Inc., (32 units), two phases of
Heron Cove (44 units), one phase of Eastcrest Townhomes (8 units), and 18 units added
through a conversion project at the 1921 Building. Some specialized senior rental
housing has also been constructed, including Stoney Brook Suites Assisted Living (38
units), and Brookhaven Estates (24 senior congregate units).

Therental projectsidentified in the paragraph above exceed the unit total generated from
City building permit reports. Thiswould indicate that some of the projects may have
been permitted through a different system. For example, some of the senior with services
projects may have been permitted as commercial, rather than residential projects.

While most of the area new construction activity is located in Brookings, there has aso
been some new housing activity in the smaller surrounding communities. The City of
Volga has had both rental and single family construction activity. Arlington has added
new subdivisions and has added single family homes. Other communities, such as
Elkton, have added a smaller number of new units. On the following pages we have
presented information on the housing inventory in each of the small communities, along
with construction activity since 2000.

Construction has also been occurring in some of the rural Townshipsin Brookings
County, including within the 3-mile planning jurisdiction that surrounds Brookings. The
actua level of construction in the smaller jurisdictions was difficult to assess due to the
lack of available building permit data.
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Small Cities Existing Housing I nventory

Table 22 Arlington Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 271 51 14 336 26 362
1 Unit Attached 4 2 0 6 0 6
2 Units 0 0 8 8 0 8
3-4 Units 0 32 1 33 8 41
5+ Units 2 38 24 64 0 64
M obile Home 19 6 3 28 N/A 28
Total 296 129 50 475 34 509

Source: U.S. Census; City Building Permit Reports

> At the time of the 2000 Census, 69.6% of the City’ s households were owner-occupants.
The 2000 Census did report a large number of vacant unitsin the City, including 24
vacanciesin larger, multifamily buildings.

> Arlington has experienced ongoing construction of single family houses since 2000.
According to City records, 26 single family detached houses have been built. New
subdivisions have been created in the community in recent years to accommodate
housing growth, including the Dakota Sunset Addition which has single family lots
available.

> Arlington also has had some multifamily development, with eight units constructed since
2000. In 2007, an existing structure was moved into the City and was being converted
into six units of rental housing.
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Table 23 Aurora Occupied Housing Unitsby Number of Unitsin Structure
Owner- Renter- Vacant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 133 13 1 147 6 153
1 Unit Attached 0 3 0 3 0 3
2 Units 0 6 0 6 0 6
3-4 Units 0 3 0 3 0 3
5+ Units 0 34 12 46 0 46
M obile Home 13 0 3 16 N/A 16
Total 146 59 16 221 6 227
Source: U.S. Census; Census Building Permit Reports
> Aurora has had some new housing construction in recent years. Between 2000 and July

2007, building permits wereissued for six new single family homes. Some of these

houses had very low permit values, under $50,000, and may be some form of

manufactured or modular housing.

> At the time of the 2000 Census, 71.2% of the City’s households owned their housing. A
number of vacant rental units were reported, in larger, multifamily structures. Our rental
survey in 2007 found 12 vacant units in the Dakota Village rental project.

Table 24 Bruce Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 68 3 0 71 N/A 71
1 Unit Attached 0 0 0 0 N/A 0
2 Units 0 0 0 0 N/A 0
3-4 Units 0 0 0 0 N/A 0
5+ Units 0 6 8 14 N/A 14
M obile Home 20 4 0 24 N/A 24
Total 88 13 8 109 N/A 109
Source: U.S. Census; Building Permits
> At the time of the 2000 Census, Bruce was primarily an owner-occupancy community.
Only 13% of households renter their housing.
> Attempts to gain building permit information from the City of Bruce were unsuccessful.
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Table 25 Bushnell Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- Vacant Total New Units Estimated

Occupied Occupied Units Units 2000-2007* Total

2000 2000 2000 2000 2007*
1 Unit Detached 14 6 1 21 0 21
1 Unit Attached 0 0 0 0 0 0
2 Units 0 0 0 0 0 0
3-4 Units 0 0 0 0 0 0
5+ Units 0 0 0 0 0 0
M obile Home 4 3 0 7 0 7
Total 18 9 1 28 0 28

Source: U.S. Census; City Staff

> At the time of the 2000 Census, 66.7% of the households in Bushnell owned their unit,
and 33.3% rented their housing.

> According to City staff, there have been no changes to the City’ s housing unit inventory
since 2000.
Table 26 Elkton Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 192 36 12 240 10 250
1 Unit Attached 2 0 0 2 0 2
2 Units 0 5 0 5 0 5
3-4 Units 0 15 0 15 0 15
5+ Units 0 7 5 12 0 12
M obile Home 8 6 0 14 0 14
Total 202 69 17 288 10 298
Source: U.S. Census; City Building Permits
> At the time of the 2000 Census, the rate of owner-occupancy in Elkton was relatively

high, at 74.5%. This may have been due in part to a high rate of rental vacancy that
appear to exist in the community, and persistsinto 2007.

> Between 2000 and 2007, there have been 19 single family homes added to the City of
Elkton, according to City staff. However, during the same period, there were nine houses
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demolished, resulting in anet gain of only 10 units. City records indicate that many of
the houses were moved in. While this probably implies that the houses were modular
construction, or manufactured homes, it is also possible that some were older homes that

were relocated into the community.

Table 27 Estelline Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007
1 Unit Detached 229 35 6 270 13 283
1 Unit Attached 0 0 0 0 0 0
2 Units 0 2 0 2 0 2
3-4 Units 0 7 2 9 4 13
5+ Units 0 14 2 16 0 16
Mobile Home 13 2 0 15 N/A 15
Total 242 60 10 312 17 329
Source: U.S. Census; Building Permits
> At the time of the 2000 Census, the rate of owner-occupancy in Estelline was high, at

80.1%. Most of the vacant units recorded by the Census were in single family houses.

> Between 2000 and 2007, there have been 13 single family homes constructed in the City.
However, most of these were constructed in the early part of the decade. Since 2004,
only three new houses have been built. A four-unit rental project was aso constructed in

2000.
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Table 28 Sinai Occupied Housing Unitsby Number of Unitsin Structure
Owner- Renter- Vacant Total New Units Estimated

Occupied Occupied Units Units 2000-2007* Total

2000 2000 2000 2000 2007*
1 Unit Detached 36 17 9 62 N/A 62
1 Unit Attached 0 0 0 0 N/A 0
2 Units 0 0 0 0 N/A 0
3-4 Units 0 0 0 0 N/A 0
5+ Units 0 0 0 0 N/A 0
M obile Home 2 0 0 2 N/A 2
Total 38 17 9 64 N/A 64

Source: U.S. Census; Building Permits

> At the time of the 2000 Census, Sinai had only 55 occupied housing units.

> Attempts to gain building permit information from the City of Sinai were unsuccessful.
Table 29 Volga Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 373 37 18 428 64 492
1 Unit Attached 6 13 7 26 0 26
2 Units 0 7 0 7 0 7
3-4 Units 4 17 0 21 20 41
5+ Units 2 44 0 46 44 90
M obile Home 69 5 0 74 N/A 74
Total 454 123 25 602 128 730

Source: U.S. Census; Building Permits

> At the time of the 2000 Census, 78.7% of Volga s households were owner-occupants.
Although Volga had the second largest inventory of rental housing of the Citiesin
Brookings County, it is still had an above-average ownership tenure rate.

> Since 2000, new rental housing unit construction has been occurring at an equal pace
with owner-occupancy housing, as Volgais viewed as areasonable alternative to
Brookings for new rental development, given the easy commute for students and
workers.
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> Volga has also had strong single family housing production since 2000. However, this
has been due to very strong production in 2006, when 21 single family homes were built.
Excluding 2006, the City has averaged between six and seven single family housing
starts in the other years since 2000. Through August of 2007, the City had issued

building permits for seven single family homes.

Table 30 White Occupied Housing Units by Number of Unitsin Structure
Owner- Renter- V acant Total New Units Estimated
Occupied Occupied Units Units 2000-2007* Total
2000 2000 2000 2000 2007*
1 Unit Detached 141 23 10 174 10 184
1 Unit Attached 0 1 2 3 0 3
2 Units 0 0 0 0 0 0
3-4 Units 0 0 0 0 0 0
5+ Units 0 22 3 25 0 25
Mobile Home 16 2 0 18 1 19
Total 157 48 15 220 11 231

Source: U.S. Census; City Building Permit Reports

>

There has been ongoing housing activity in White since 2000. According to City records,
as many as 18 housing units have been added to the City. However, many of these units
replaced an older house or mobile home that was removed, so anet gain of 11 units
appears to have occurred.

Many of the newer housing units were constructed off-site and moved into the
community. These include Governor’s Houses and double-wide manufactured housing.
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Existing Home Sales

This section examines houses that have been sold within arecent time period. The information
is from the Brookings County Board of Equalization’s residential sales records. The sales period
reviewed startsin late June 2006 and extends to late April 2007.

This data primarily looks at the sales of existing homes. The information maintained by the
County is based on the comparison of taxable valuation to actual sales price. Since newly
constructed houses did not have a prior value, they are not included in the sales analysis.

It isimportant to note that annual house sales may not be a completely accurate indicator of
overal home values. However, this sample does provide some insight into those units that are
turning over in the City. The sales sample only includes sales judged to be “good” sales by
Brookings County. Thiswould exclude sales that were for less than fair market value, such as
distress sales, foreclosures, transfers between relatives, and similar transactions.

Table 31 Median Value of Recent Residential Sales

City of Brookings Number of Sales Median Price
Single Family Houses 196 $142,000
Source: Brookings County; Community Partners Research, Inc.
> For the time period reviewed there were 196 sales of single family houses in Brookings
that appeared to be fair market transactions. The median sales price for single family
homes was $142,000.

> The highest valued single family home sale in Brookings was for $507,000. The second
highest price sale was for $457,979.

> There were only nine residential sales for less than $70,000. These lower valued sales
were all constructed in 1955 or earlier. The lowest value sale was for $34,400. This
house was constructed in 1950, but had only 480 square feet of living space.

> The median year of construction for al homes in the sales sample was 1970.

> The median for livable square footage in the sample was 1,299 square feet.
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Table 32 Brookings Home Sales by Price Range
Sae Price Number Percent
Less than $70,000 9 4.6%
$70,000-$89,999 15 1.7%
$90,000 - $109,999 17 8.7%
$110,000 - $129,999 29 14.8%
$130,000 - $149,999 35 17.9%
$150,000 - $169,999 16 8.2%
$170,000 - $199,999 24 12.2%
$200,000 -$249,000 27 13.8%
$250,000 - $299,999 17 8.7%
$300,000+ 7 3.6%
Total 196 100%
Source: Brookings County; Community Partners Research, Inc.
> While there were some sales in each of the defined price ranges, there were only a
l[imited number of lower valued sales. Overal, only 21% of single family sales were for
less than $110,000.
> In the Housing Affordability and Income section of this Study, we had converted

information on the median income level into housing price purchasing ability. At the
County’s 2007 median household income level, the purchasing power for home
ownership is approximately $125,000. Approximately 35% of recent sales of existing

homes in Brookings were at or below this level.

> There was a significant amount of sales activity in the higher price ranges.

Approximately 26% of al single family house sales were for $200,000 or more.

Neighboring Communities

The sales data obtained from Brookings County also had information on the smaller Citiesin the

County. In most of the communities, only afew sales had been made. In some communities

there were no salesin the time period reviewed.
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Table 33 Median Value of Recent Residential Sales

Number of Sales Median Price
Aurora 4 $113,000
Bruce 5 $16,000
Elkton 15 $77,900
Volga 13 $116,500
White 12 $34,500

Source: Brookings County; Community Partners Research, Inc.

>

Sales prices varied widely for the small Citiesin Brookings County. The two
communities located closest to Brookings, Auroraand Volga, had substantially higher
median sales prices than the communities that are farther removed.

Since the sample of sales was very small in these Cities, it is possible that the median
does not reflect true values within the community.
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Housing Condition

Community Partners Research, Inc. representatives conducted avisual ‘windshield’ survey of
single family style houses in eight older neighborhoods in Brookings. The neighborhood
boundaries are as follows:

Neighborhood #1 - 6™ St. S. (north), Front St. (south), 3@ Ave. (east), 1% Ave. (west)
Neighborhood #2 - 1% St. S. (north), 5" St. S. (south), Main Ave. (east), Division Ave. (west)
Neighborhood #3 - RR tracks (north), 5" St. S. (south), Medary Ave. (east), Main Ave. (west)
Neighborhood #4 - 6™ St. (north), RR Tracks (south), Medary Ave. (east), 5" Ave. S. (west)
Neighborhood #5 - 6" St. S. (north), 1% St. S. (south), 12" Ave. S. (east), Medary Ave. (west)
Neighborhood #6 - 11" St. (north), 6™ St. and 8" St. (south), Main Ave. and Medary Ave. (east),
Western Ave., 1% Ave. and 3 Ave. (west)
Neighborhood #7 - 8" St. (north), 6™ St. (south), Medary Ave. (east), Main Ave. (west)
Neighborhood #8 - 8" St. (north), 6™ St. (south), 14™ Ave. (east), Medary Ave. (west)

Houses that appeared to contain more than three units were excluded from the survey. The
visua survey analyzed only the physical condition of the visible exterior of each structure.

Houses were rated in one of four levels of physical condition. Exterior condition is assumed to
be areasonableindicator of the structure’ sinterior quality. Dilapidated houses are generally
considered beyond repair. Mgjor Repair houses need multiple major improvements such as roof,
windows, sidings, structural/foundation, etc. Houses in this condition category may or may not
be economically feasible to rehabilitate. Minor Repair houses are judged to be generally in good
condition and require less extensive repair, such as one major improvement. Houses in this
condition category will generally be good candidates for rehabilitation programs because they
arein asaable price range and are economically feasible to repair. Sound houses are judged to
be in good, ‘move-in’ condition. Sound houses may contain minor code violations and still be
considered Sound.

A map showing neighborhood boundaries is provided on the following page.
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Table 34 Windshield Survey Condition Estimate - 2007

Sound Minor Repair | Magjor Repair | Dilapidated Total

Neighborhood #1 18 (35.3%) 22 (43.1%) 11 (21.6%) 0 (0%) 51

Neighborhood #2 6 (12%) 10 (20%) 23 (6%) 11 (22%) 50
Neighborhood #3 42 (33.3%) 44 (34.9%) 37 (29.4%) 3 (2.4%) 126
Neighborhood #4 95 (39.6%) 82 (34.2%) 62 (25.8%) 1 (0.4%) 240
Neighborhood #5 80 (48.8%) 60 (36.6%) 24 (14.6%) 0 (0%) 164
Neighborhood #6 58 (29.8%) 73 (37.4%) 55 (28.2%) 9 (4.6%) 195
Neighborhood #7 159 (50.2%) 114 (36%) 42 (13.2%) 2 (0.6%) 317
Neighborhood #8 25 (22.9%) 47 (43.1%) 36 (33.0%) 1 (0.9%) 109
Total 483 (38.6%) | 452 (36.1%) 290 (23.2%) 27 (2.1%) 1,252

Source: Community Partners Research, Inc.

>

Housing conditions varied widely in the City’ s older neighborhoods. The percentage of

houses rated as Sound ranged from a high of 50.2% in neighborhood #7, to alow of only
12% in neighborhood #2.

There were four neighborhoods where more than 30% of the houses were rated low, as
either Mgor Repair, or rated as Dilapidated and possibly beyond repair. In

neighborhood #2, 68% of the houses received these lower ratings. In neighborhood #8,
there were 34% of houses in these lower rating groups, followed by 32.8% of housesin

neighborhood #6, and 31.8% of houses in neighborhood #3.

In two neighborhoods, more than 85% of houses were rated as Sound or needing only
Minor Repair. In neighborhood #7 there were 86.2% of all houses in these higher rating

groups. In neighborhood #5, 85.2% of houses were judged to be in good repair.

In all of the eight neighborhoods combined, there were 27 houses that were rated as

Dilapidated. Given their deteriorated condition, these houses may not be suitable for
repair. Eleven of these houses were located in neighborhood #2, and nine were located in
neighborhood #6. Each of the other neighborhoods had three or fewer Dilapidated

houses.
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M obile Home Condition

Brookings has alarge inventory of mobile homes. Community Partners Research, Inc.
representatives conducted a visual ‘windshield’ survey of 16 mobile home parks in Brookings.
Two parks that are just outside of the City limits, Southbrook Estates and Sheldon’s, have also
been included in the table below.

The visual survey analyzed only the physical condition of the visible exterior of each structure.
Mobile homes were rated in one of four levels of physical condition. Exterior conditionis
assumed to be areasonable indicator of the structure’ sinterior quality.

Dilapidated units are generally considered beyond repair. Major Repair units need multiple
major improvements such as roof, windows, siding, etc. Unitsin this condition category may or
may not be economically feasible to rehabilitate. Minor Repair units are judged to be generally
in good condition and require less extensive repair, such as one mgor improvement. Unitsin
this condition category will generaly be good candidates for rehabilitation programs because
they are economically feasible to repair. Sound units are judged to be in good, ‘ move-in’
condition. Sound units may contain minor code violations and still be considered Sound.
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Table 35 Mobile Home Condition Estimate - 2007
Mobile Home Parks Sound Minor Major Dilapidated Total
Repair Repair
W estwinds 1 (3.0%) 9 (27.3%) 21 (63.6%) 2 (6.1%) 33
Potters, Shady Acres, 0 (0%) 0 (0%) 2 (7.1%) 26 (92.9%) 28
Parkside
Westview Estates 31 (75.6%) 7 (17.1%) 3 (7.3%) 0 (0%) 41
Broadacre 19 (29.7%) 30 (46.9%) 13 (20.3%) 2 (3.1%) 64
Lamplighter Village 12 (15.2%) 41 (51.9%) 26 (32.9%) 0 (0%) 79
Prairie Ridge Estates 26 (89.7%) 3 (10.3%) 0 (0%) 0 (0%) 29
W estern Estates || 0 (0%) 2 (50.0%) 2 (150.0%) 0 (0%) 4
1461 6" Street 0 (0%) 0 (0%) 2 (50.0%) 2 (50.0%) 4
Normandy Village 8 (8.2%) 41 (41.8%) 46 (46.9%) 3(3.1%) 98
Hillside 7 (11.1%) 18 (28.6%) 30 (47.6%) 8 (12.7%) 63
M eadowlark Villa 10 (15.9%) 22 (34.9%) 31 (49.2%) 0 (0%) 63
Western Estates 94 (70.2%) 33 (24.6%) 7 (5.2%) 0 (0%) 134
Sunny M eadow Estates 62 (98.4%) 1(1.6%) 0 (0%) 0 (0%) 63
Medary Village 21 (28.8%) 28 (38.3%) 18 (24.7%) 6 (8.2%) 73
Colonial Village 23 (71.9%) 8 (25.0%) 1 (3.1%) 0 (0%) 32
Southside 1 (12.5%) 3 (37.5%) 4 (50.0%) 0 (0%) 8
Brookings Total 315 (38.6%) | 246 (30.1%) | 206 (25.2%) 49 (6.0%) 816
Southbrook Estates 0 (0%) 6 (13.1%) 10 (21.7%) 30 (65.2%) 46
Sheldon’s 2 (9.0%) 10 (45.5%) 10 (45.5%) 0 (0%) 22
Total 317 (35.9%) | 262 (29.6%) | 226 (25.6%) | 79 (8.9%) 884
Source: Community Partners Research, Inc.
> Thereis awide variation in the unit quality within individual mobile home parks. Some

of the parks had mobile homes that were in very good condition. In Westview Estates,
Prairie Ridge Estates, Western Estates, Sunny Meadow Estates and Colonia Village, a
large mgjority of homes were rated as either Sound or Minor Repair.
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In many of the other parks, there were alarge percentage of homes rated as either Mgjor
Repair or Dilapidated. The parks with more than 50% of mobile homesin poor condition
included Westwind's, Potters/Shady Acres/Parkside, 1461 6™ Street, Hillside, and
Southbrook Estates, which is outside of the City limits.

Thetotalsfor al 18 parks, including those just outside of the City, show that there are a
substantial number of mobile homesthat arein relatively poor condition. Overall, there
were 226 homes rated in the Major Repair category. There were 79 mobile homes rated
as Dilapidated. Since older mobile homes tend to lose vaue, it may not be economically
feasible to consider repairs to these homes that are in poor condition.
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Rental Housing

Rental Unit Inventory
U.S. Census Rental Tenure Rate

According to the 2000 U.S. Census, there were 3,733 occupied rental housing unitsin the City of
Brookings. This represents the last official rental tenure estimate that is available. The renter
households in 2000 represented 53.6% of all households in the City. For comparison, the
Statewide rental tenure rate in the City of Sioux Falls was 38.9% and the rental tenure rate for al
of South Dakota was 31.8% in 2000.

U.S. Census Rental Housing Inventory

In addition to the 3,733 total occupied rental housing unitsin Brookingsin 2000, the Census
recorded at least 224 vacant rental units. There were afew additional rental units that appear to
have been rented, yet unoccupied, but the exact number of these unitsis not clearly defined.
When occupied and vacant rental units are combined, there were at least 3,957 rental housing
unitsin Brookings, or 53.8% of al housing that was in existence at that time.

At the time of the 1990 Census, the City had 2,936 occupied rental units and 209 vacant units,
for atotal estimated inventory of 3,145 units. Between the 1990 Census and the 2000 Census,
the City added 797 renter households and 812 rental units to the total inventory. Between the
1990 Census and the 2000 Census, Brookings added 1,286 total households. Renter households
represented 797 of these new households, or 62% of the net increase.

The Census Bureau also provided year of construction information in the 2000 Census. Based
on thisinformation, the City of Brookings added 978 new rental unitsin the 1990s through
construction activity, yet had anet gain of only 812 renta unitsduring thistime. This
information would imply that 166 older rental units were removed from the inventory during this
same period.

Student Renter Impact

The extremely high rate of renter occupancy in Brookingsis adirect result of the large student
population attending South Dakota State University. According to 2000 Census records, there
were 1,772 renter households in Brookings that had a head of household age 24 and younger.
This primarily represents the student population. In contrast, there were only 115 householdsin
the City with a head of household age 24 and younger that owned their housing unit in 2000.

In the next oldest age range, between 25 and 34 years old, there was also a large number of
renter households. The Census recorded 771 renter households in this age group, compared to
497 households that owned their housing. The 25 to 34 year old group would still represent
some students, including graduate students, along with younger households that may have left
the
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University, but who have elected to remain in the community after graduation. In total, renter
households age 35 and younger represented 2,543 households, or more than 68% of all rentersin
Brookings in 2000.

The 1990 Census provides for some comparative data. In 1990, Brookings had 1,145 renter
households age 24 and younger. This represented 627 fewer renter househol ds than recorded in
2000 within this youngest age grouping. When renter households age 34 and younger are
examined, there were 1,914 total households, or 629 fewer households than in 2000.

Based on Census records, rental demand from households age 25 to 34 years old remained
constant during the 1990s, and most of the City’s net growth in renter households was caused by
an increase of younger renters, age 24 and younger. In total, the City added 797 new renter
households during the 1990s, and 629 of these households, or 79%, were in the 24 and younger

age group.
Recent Rental Housing Construction

Since the 2000 Census was completed, there has been alimited amount of new multifamily
rental construction in Brookings. Our review of building permit issuance indicates that 199 units
have been permitted in apartment buildings that would appear to be rental housing.

Larger rental projects constructed in Brookings since 2000 include Mills Ridge (36 units), one
phase of Southland Court (12 units), two projects by Den-Wil, Inc., (24 units), two phases of
Heron Cove (44 units), one phase of Eastcrest Townhomes (8 units), and 18 units added through
aconversion project at the 1921 Building. Some specialized senior rental housing has al'so been
constructed, including Stoney Brook Suites Assisted Living (38 units), and Brookhaven Estates
(24 senior congregate units).

The renta projects identified in the paragraph above exceed the unit total generated from City
building permit reports. Thiswould indicate that some of the projects may have been permitted
through a different system. For example, some of the specialized senior projects may have been
permitted as commercial, rather than residential projects.

Rental Housing Registration Program

The City of Brookings has in place arenta housing registration program that requires periodic
unit inspections. In May 2007, there were 3,542 registered unitsin the City.

The registration program unit total is lower than the estimated unit count based on Census and
building permit records. However, certain types of units are not required to register with the
City, including some of the specialized senior housing projects, such as assisted living or
congregate senior housing. These specialized types of housing are instead licensed or registered
with the State of South Dakota, and the City does not require alocal inspection.
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The City Rental Registration records allow for analysis of rental units by structure type. The
breakdown of unitsin May 2007, was as follows:

Projects Tota Units

> 1 unit rentals 389 389
> 1 unit in misc. structures 121 121
> 2 unitsin 2 unit structures 123 246
> 2 unitsin misc. structures 11 22
> 3 and 4 unit structures 65 218
> 5to 7 unit structures 30 183
> 8 t0 19 unit structures 53 595
> 20 or more unit structures 53 1,768

845 3,540

Pending Rental Projects
Our research identified two rental housing developments that are under construction in 2007.

Den-Wil, Inc., which has constructed 24 units in recent years in the Countryside Villa project,
has started construction of eight units on amultifamily parcel close to their Countryside Villa
and Countryside Estates projects. All eight units will be three-bedrooms with two bathrooms,
similar to the Countryside Villaproject. Target rents are approximately $1,000 plus tenant-paid
utilities. This new project is expected to primarily appeal to students. At the time of our rental
survey, al of the unitsin the Countryside Villa project were being rented by students. The eight
units that are under construction are expected to be available for occupancy in early 2008. They
represent the first phase of construction for a site that could eventually accommodate as many as
90 to 96 renta housing units.

A second project that isbeing constructed is a 25-unit rental project for senior occupancy. This
project is by Mills Property Management. In recent years, this company has developed two
phases of the Heron Cove project and the Mills Ridge apartments. It is expected that the new
project will be similar to the Mills Ridge A partments, with higher-priced, high amenity market
rate rental units.
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Rental Housing Survey

As part of this housing study, a survey was conducted of multifamily rental buildingsin the City.
The survey focused on larger renta projects with eight or more units. While larger multifamily
projects were targeted, some additional information was collected from rental properties with
fewer than eight units. Information was collected in June 2007.

Multiple attempts were made to contact each building. Information was tallied separately for
different types of rental housing, including market rate units, tax credit units, subsidized housing,
and special-use housing, such as senior housing that also provides services.

A total of 1,708 rental units of all types were contacted in the survey. This represents between
43% and 48% of all rental unitsin the City, depending on the estimate of the total rental stock
that is used.

The breakdown of units surveyed is as follows:

992 market rate units

84 tax credit units

497 subsidized units

135 senior housing with services units (excluding nursing homes)

v v v v

It isimportant to note that not all of the projects provided the level of detail requested in the
survey. For example, some projects would not disclose their rate structure, or did not have an
exact unit count of one-bedroom versus two-bedroom units. Asaresult, in the analysis that
follows, the unit totals used may vary from the count provided above.

Market Rate Summary

There were 24 market rate multifamily projects that were successfully contacted in the survey,
with a combined 992 rental units. All of the other market rate projects analyzed in this section
have no occupancy restrictions.

Unit Mix

Information on unit size was obtained from 799 market rate units. The following information is
the bedroom mix for units surveyed:

33 efficiency/studio (4.1%)
161 one-bedroom (20.2%)
411 two-bedroom (51.4%)
146 three-bedroom (18.3%)
48 four-bedroom (6.0%)

v v v v v
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Occupancy / Vacancy

All of the market rate units provided usable occupancy information. In these 992 units the
survey found no reported vacancies.

Most of the projects reported some students in occupancy, and certain projects were nearly 100%
students. Twelve month leases appear to be the standard practice for most renta projectsin
Brookings. Unitsthat do turn over at the end of the twelve-month lease period appear to be
rented quickly to students looking for housing in the next year. The timing of our rental survey,
primarily in the month of June, did not appear to correspond to a time when leases were
expiring, resulting in all of the projects reporting full occupancy.

We did not complete aformal survey of smaller rental properties, such as single family houses,
duplexes, or multifamily buildings with fewer than eight units. However, some of the property
managers and owners with larger buildings al'so had rental unitsin these smaller properties.
Based on our limited discussions in this segment of the market, it does not appear that vacancy
rates would be substantially higher for those units that are in good physical condition. There
may be some substandard houses and other small rental buildings that are not occupied.

Many owners/managers were asked about any recent changes in the market. Most reported that
the market had been stable in recent years, and that occupancy rates had not changed
significantly in the immediate past. Some longtime property managers talked about a period of
lower enrollment at SDSU, presumably back in the 1980s, and the negative impact that had on
occupancy. However, with a stable to growing demand from students in recent years, the renta
market appears to be very tight for prospective renters looking for market rate housing.

Rental Rates

There is some wide variation in contract rental rates based on unit age and amenities. The City
does have an above-average number of larger rental units, with three or more bedrooms, that
generaly cater to the student population. With alarge share of the renta unitsin a shared,
roommate arrangement, rental rates are probably higher than in most comparably sized
communities. The extremely low rate of vacancy would also contribute to a strong market for
rental property owners.

There are a number of newer rental projectsin the City that have been constructed in the past 10
years. These projects tend to have a higher level of amenities, such as underground parking, in-
unit laundry, dishwashers and microwaves in the kitchen, ample square footage and two
bathrooms. Some of these newer projects have gross rents approaching $1,000 for a two-
bedroom unit.

There are also alarge number of apartmentsin the City that are 20 or more years old, and these
units have a more moderate rent structure.
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Some of the unitsinclude the primary utility payments with the rent, while in other cases, the
tenant pays the major utilitiesin addition to rent. We have attempted to estimate tenant-paid
utilitiesinto a gross rent estimate for the following ranges. The identified range defines the
highest and lowest rents that were found for each unit type. The prevailing rangeis an estimate
of the rents being charged by a majority of the units that were surveyed.

Units Type Identified Range Prevailing Range
efficiency/studio $375-$425 $375-$425
one-bedroom $425-$700 $450-$550
two-bedroom $525-$1,000 $550-$650
three-bedroom $800-$1,200 $875-$950
four-bedroom $1,100-$1,200 $1,100-$1,200

Although the student population represents a very large percentage of the rental market, the
survey did not find many rental properties that appeared to charge a per person rent. In some
college townsit istypical for studentsto pay per person or per bedroom for housing. Some of
the property owners with multiple single family rental homes may use this approach, but it is not
evident in the multifamily rental market.

Market Rate Unitsin Surrounding Cities

There are some market rate rental opportunitiesin the smaller communities around Brookings.
However, most of the rental unitsin larger, multifamily buildings are federally subsidized
housing.

In the City of Volga, two multifamily rental projects have been constructed since 2000.
Combined, these projects added 26 high quality rental unitsto that community. One of these
projects, Country View Estates, is a publicly-owned market rate rental development.

Occupancy rates in both of the Volga projects are high. No vacancies were reported, and
Country View Estates reported awaiting list for occupancy. An additional construction phase of
six unitsis possible at Country View Estates, but alaw suit challenging public ownership has
delayed any action on additional construction activity.

Renta ratesin Volgaare generally lower than for comparable newer units in Brookings. This
may be due in part to market conditions, but also may be due to the fact that some of the units
are publicly owned. One of the public purposes of municipally owned rental housing is to offer
more affordable housing.
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Tax Credit Rental Housing Summary

Since the late 1980s, federal low income housing tax credits have been the federal government’s
primary financial incentive for the production of affordable rental housing. We were able to
identify eight projects in Brookings that have received an allocation of tax credits, dating back to
the late 1980s.

Two of thetax credit projects, Sunchase Apartments, with 31 tax credit units, and the Kneip
Duplex, with two tax credit units, were constructed in the late 1980s, and the compliance period
has been fulfilled. However, Sunchase also received Rural Development subsidies when it was
constructed, and continues to operate as very affordable subsidized rental housing.

Three of the tax credit projects constructed since 1990 combined the tax credit assistance with
other federal development subsidies available through USDA Rural Development. Regency
Square, with four tax credit units, Wellington Heights, with 12 tax credit units, and Windsor
Estates, with 36 tax credit units, al operate as subsidized housing. Many of these units have
rental assistance contracts available, so very low income people can be served. These three
projects have been included in the subsidized housing analysis that follows later in this section.

The three projects in Brookings that operate as tax credit housing are Three Oaks Townhomes,
with 24 tax credit units, South Briar, with 30 tax credit units, and Green Briar, with 30 tax credit
units. All of these units must serve households at or below 60% of the County median income
level, with an unspecified number of unitsin Green Briar and South Briar that are targeted to
households at or below 50% of the County median.

Unit Mix

The three tax credit projects in Brookings have acombined 84 rental units, distributed as
follows:

1 - one-bedroom

73 - two-bedroom

10 - three-bedroom
Occupancy/Vacancy
At the time of our rental survey, there was one vacant unit reported in the tax credit projects.
However, this unit had been successfully leased for occupancy beginning at the first of the next
month, so the effective vacancy rate was 0%.

Rental Rates

The federal tax credit program places maximum rent limitations on assisted units. For 2006,
maximum gross rents for units at 50% and 60% of median income were as follows:
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Bedroom Size Maximum Allowable Rent 50% Maximum Allowable Rent 60%
One Bedroom $548 $658
Two Bedroom $658 $790
Three Bedroom $760 $912

The gross unit rents in the tax credit projects in Brookings are well below the maximum tax
credit limits. For example, all of the two-bedroom tax credit units have contract rents of $450 or
less. Even with the inclusion of tenant-paid utilities, gross rents would be $500 per month or
less. Similarly, three-bedroom units in Brookings have contract rents of $495 per month or less.
Gross rents would be less than $600, compared to a maximum allowable rent of $912 per month
under the federa tax credit guidelines.

The maximum rents allowable under the tax credit program are generally above the prevailing
rates for most market rate unitsin Brookings. To stay competitive with other moderate income
rental projectsin the City, the tax credit developments often charge rents that are well below the
maximum federa limits. It isa so important to note that tax credit rules generally prohibit
student occupancy. Asaresult, the potential market for tax credit unitsin Brookingsis greatly
reduced.

Subsidized Rental Housing Summary

We were able to identify 18 different federally subsidized rental projectsin Brookings.
Combined, these projects have 497 units of subsidized rental housing.

Four of the projects, Arrowhead Apartments, with 40 units, Briarwood Apartments, with 32
units, Heritage Estates || Apartments, with 44 units, and Sunchase Apartments with 42 units are
designated for senior and disabled occupancy. The 158 units designated for senior and disabled
occupancy represent 32% of the project-based subsidized unitsin the City.

There are 13 subsidized projects that provide general occupancy rental housing: Cedar
Townhomes, with 32 units, Clairview, with 64 units, Heritage Estates Townhomes, with 28
subsidized units and eight market rate units, Lakota Village, with 25 units, Onaka Village, with
36 units, Sunrise Apartments, with eight units, Wellington Heights Apartments, with 12 units,
Windsor Estates, with 36 units, Windsor Estates South, with 22 units, Regency Square, with
eight units, Sandpiper |, with six units, Sandpiper II, with four units, and Y orkshire Apartments,
with 50 units. Combined, these projects have 331 subsidized rental units, or 67% of the project-
based subsidized units in the City.

There is one subsidized project serving specia-needs populations. Supervised Living
Apartments has eight units serving 16 clients with developmental disabilities. The unitsin this
project represent approximately 1.6% of the project-based subsidized units in the City.
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Occupancy/Vacancy

For vacancy calculations, we have excluded the unitsin Supervised Living Apartments, since
these are only available by State referral.

In the 158 subsidized units designated for senior and disabled tenant occupancy, our rental
survey found eight vacant units, for a vacancy rate of 5.1%. While this represents a rather
typical rental market in most communities, it reflects an unusually high rate of vacancy in
Brookings, where other subsets of the rental inventory have extremely low rates of vacancy. It
should also be noted that the available inventory of subsidized housing specifically targeted to
senior and disabled tenant occupancy has contracted in recent years. One project, Y orkshire
Apartments, with 50 one-bedroom units, has converted from senior/disabled occupancy to a
general occupancy project. Presumably this occupancy change was made in response to limited
demand for senior/disabled units. Another project, Village Estates |, with 72 efficiency and one-
bedroom units, has terminated its subsidy contract and converted to market rate housing. While
we could not verify its occupancy status prior to the subsidy opt-out, it is assumed that this
project was originally intended for senior and disabled tenant occupancy, based on the presence
of efficiency and one-bedroom apartments.

In the 331 subsidized units designated as general occupancy, we found nine vacancies, for a
vacancy rate of 2.7%. However, thisrate of vacancy may be artificialy high. Two of the nine
vacant units were accessible apartments. When accessible units come available, they have an
occupancy preference for awheelchair/disabled tenant for a period of time, before they can be
rented to a tenant household that does not require an accessible unit. Also, some of the projects
reporting vacancies had waiting lists for occupancy, and the vacancies at the time of our survey
were due to the processing time required for verification of households on the waiting list.

While general occupancy vacancy rates were low according to our survey, this segment of the
market has changed in the recent past. Both the U.S. Department of Housing and Urban
Development (HUD), and USDA Rura Development, have modified their rules regarding
student occupancy in subsidized housing. In the past, students could often qualify for deeply
subsidized rent, based on their income. The rulesin effect now require that the student must be
either age 24 or older, or that younger students be independent of their parents. Students that do
not meet these tests can still occupy units in some of the projects, but can no longer qualify for
subsidized rent. The effect of these rule changes on subsidized projects has meant more non-
traditional students or older, graduate students in occupancy. Despite the changes concerning
students, some of the projects still reported primary student occupancy, such as Clairview
Apartments, where an estimated 70% of the tenants are graduate or undergraduate students that
can still qualify under the new rules.

The restriction on student occupancy has at least one subsidized project exploring the possibility
of leaving the subsidy program. OnakaVillage, aHUD Section 8 project constructed in the late
1970s, is considering an opt-out of its subsidy contract due to changing demand created by the
student occupancy restrictions.
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Rental Rates

Most of the subsidized unitsin Brookings have rent subsidies available for tenants, so lower
income households pay rent based on 30% of income. In some projects, particularly those
subsidized through Rural Development, tenants without rent assistance pay 30% of income for
rent, but must pay at least the basic rent amount, even if this exceeds 30% of their income. For
example, the basic rent for atwo-bedroom unit in Lakota Village is $372. In units without
project-based assistance, the individual tenant may still be able to secure a tenant-based Housing
Choice Voucher that could be used in the property.

Tenant-Based Housing Choice Voucher Assistance

In addition to these subsidized projects, Brookings County residents have access to the HUD
Housing Choice Voucher Program (formerly Section 8 Existing Program). Housing Choice
Vouchers are issued to income-eligible households for use in suitable, private market rental
housing units. With the assistance, a household pays approximately 30% of their income for
their rent, with the program subsidy paying any additional rent amounts.

In 2007, 307 households in Brookings, Deuel, Hamlin, Kingsbury, and Moody Counties had
access to aHousing Choice Voucher. However, in May 2007, only 240 of the Vouchers were
actually being used. The utilization rate appears to have been impacted in part by the ability of
traditional students to apply for the assistance. It appears that a high rate of Voucher turnover
has occurred in the recent past, as students |eft the program.

Since this rent assistance is tenant-based, and moves with the household, the actual number of
participating households within the City of Brookings can vary from month to month. Itisaso
possible that some of these households may be using their rent assistance in one of the
subsidized or tax credit projects, if that project does not have rent assistance available for al
tenants. For example, there are residents of Three Oaks Townhomes that are using tenant-based
rent assistance in the tax credit units. Asaresult, the Housing Choice V oucher assistance may
add to the overall supply of “deep subsidy” housing in the community, but may also overlap with
some of the other subsidized or income-based projects.

One of the limitations that can affect the use of Housing Choice Vouchersis the standard

that is applied to allowable unit rents. HUD issues Fair Market Rents for each participating
County that limits the gross rent that can be charged under the Program. In Brookings County in
2007, the Fair Market Rents (FMRs) are $408 for a one-bedroom unit, $502 for a two-bedroom
unit, and $708 for a three-bedroom unit.

Neighboring Communities

There are multiple subsidized rental projects that were identified in the smaller Citiesin
Brookings County, aswell asin the nearby City of Arlington. The magority of these projects are
subsidized through Rural Development. Information on individual projectsisincluded in the
rental tables that follow.
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In general, occupancy rates are not as strong in the smaller Cities, with the exception of Volga
Most of the projectsin Volgareported full occupancy. However, subsidized projectsin
Arlington, Aurora, Bruce, Elkton, and White al reported vacant units. In certain projects, such
as Elkton Housing |1, or Dakota Village in Aurora, the vacancy rates were very high.

Multiple contributing factors were cited for the vacancy issues being experienced. Parkview
Apartments in Arlington had seven vacant one-bedroom units, and identified the student
occupancy rule changes as amajor cause for reduced demand. Dakota Village in Aurora, which
had 12 vacant two-bedroom units, indicated that the City requires a $200 utility deposit for new
renters, and that this created a burden for lower income households that also needed to supply a
security deposit and first month’s rent at the time of initial occupancy.

Other subjective reasons that were identified include alack of amenities and job opportunitiesin
small communities, which would generally require residents to commute to Brookings or other
cities for services and employment.

Subsidized Unit Gains and L osses

It does not appear that any subsidized units have been constructed in Brookings in many years.
Windsor Estates South was constructed in 1996, but this project does not have any project-based
rent assistance. Windsor Estates, constructed in 1994, is the most recently constructed project
that does have rent assistance, and can charge rent based on 30% of tenant income.

Some subsidized projects around the State have met their contractual obligations to provide
affordable housing and have been converting to market rate housing. Based on the research for
this Study, Brookings has lost one subsidized rental project in recent years. Village Estates |
was constructed in the early 1970s using aHUD subsidy program. When this project had
fulfilled its contractual obligationsto HUD, it converted to market rate housing. As part of the
mitigation plan for existing low income tenants, the Brookings Housing Authority received a
special allocation of 30 Housing Choice Vouchers, which were provided to eligible tenants.
While the Voucher allocation helped to minimize the immediate impact, these Vouchers are
portable, and will move with the tenant household. The project-based assistance that had been
tied to Village Estates | has been lost. Village Estates | has 72 total rental housing units, with 24
efficiency apartments, and 48 one-bedroom apartments.

Other subsidized projects that could be lost in the future include Onaka Village, which as
discussed previously, has seen reduced demand due to student occupancy changes, and Elkton
Housing I, in Elkton, which has had chronic vacancy problems.
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Senior Housing with Services

Brookings has a number of specialized housing projects that provide housing with supportive
services, primarily for afrail elderly population. In some cases, “continuum of care’” complexes
have been built that allow seniorsto effectively age-in-place, by starting out in alight services
housing project, then eventually moving into more service-intensive housing as they age.

Under South Dakota law, the Department of Health is required to license the more service-
intensive forms of senior housing, including nursing homes and assisted living centers. Lower-
service forms of senior housing, referred to as residential living centers by the State, are required
to register with the Department of Health, but are not licensed and subject to the more stringent
requirements, such as inspections, that apply to more service-intensive housing.

Dueto the higher level of regulation, the assisted living projects can be identified through State
licensing. Inthe case of residential living centers, where registration is required but inspections
are not required, it is possible that some properties are not properly registered.

In the summary of providers that follows, we have used our own classification for units based on
the type of housing provided. We have also examined those properties that are licensed or
registered with the State in determining the type of housing.

Light Services/Congregate Senior Housing

There are two rental projects that provide light servicesto residents. These projects are
sometimes described as either independent living or congregate senior housing. Services are
limited in each of these projects, but both buildings do provide access to daily mealsto residents.

Brookhaven Estates has 24 units and was constructed in 2004. 1t is part of the Brookings Health
System that includes the Hospital and Brookview Manor Nursing Home. A corridor connection
exists to these other facilities. Park Place Apartments has 15 units and was constructed in 1991.
It is physically connected to the United Retirement Center and is part of a senior campus that
also includes Park Place Assisted Living. Park Place Apartments was originally constructed
with 20 units, but lack of demand has resulted in five units being converted into offices or other
uses.

Combined, these two projects have 39 total rental units available. Park Place reported two
vacant units at the time of our survey. Brookhaven Estates had one vacant unit, but this unit had
just come available and awaiting list for occupancy existed at that facility.

Renta rates vary, depending on the servicesincluded. Park Place had one-bedroom rents
starting at $633 per month, but most services, including meals were contracted separately.
Brookhaven Estates had a higher rent structure, starting at $1,000 for a one-bedroom unit, but a
daily meal and underground parking were included in the basic rent.
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Assisted Living Centers

There are three licensed providers of more service-intensive, assisted living for seniorsin
Brookings. These projects provide all meals, assistance with daily living services, house
keeping, laundry, medication dispensing and have 24-hour staffing.

Greenleaf Assisted Living was constructed in 1997 and has 30 units. The units are aprivate
sleeping room and bathroom, but there are no kitchen facilities. Greenleaf is a stand-alone
facility that is not connected to a nursing home or other form of senior housing.

Park Place Assisted Living was constructed in 1999, and has 28 studio units, with total capacity
for 36 people, if some rooms have shared occupancy. The units are a private sleeping room and
bathroom, but there are no kitchen facilities. Park Place Assisted Living is part of a senior
campus that also includes the United Retirement Center and Park Place Apartments.

Stoney Brook Suites opened for occupancy in 2003, with 38 total units. Most of the units are
studio apartments, with kitchenette facilities, but some one-bedroom apartments also exist.
Stoney Brook Suitesis a stand-alone facility.

Combined, these projects offer 96 units of assisted living. Occupancy rates were generally high,
with five vacant units at the time of our survey. Assisted living units often have arelatively high
rate of turnover, and there is sometimes a delay while a new occupant makes arrangements to
move into the facility.

Rental rates for assisted living can vary depending on the actual level of services provided.
Rental rates were obtained from Park Place, where units started at $1,850 per month. Greenleaf
indicated that some of their residents qualify for State and/or County assistance that is available
for lower income seniors.

Memory Care Housing

There are no projects in Brookings that are specifically designed to provide housing for people
with memory care needs. Memory care residents may be housed in nursing homes or assisted
living centers, but these facilities do not provide a secure wing or specialized care for memory
care residents.

It does appear that the City did have a specialized memory care housing provider, but Prairie
Crossings Assisted Living closed in 2004. This facility apparently had 16 beds, but may have
closed due to occupancy problems.
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Skilled Nursing Homes

There are two State-licensed skilled nursing homesin Brookings. Brookview Manor islicensed
for 79 beds. United Retirement Center is also licensed for 79 beds.

We did not complete amore detailed survey of nursing home occupancy rates.
Other Communities

There are four licensed assisted living centers in Brookings County outside of the City of
Brookings, and one licensed Assisted Living Center in Estelline. Two of the projects, Cozy
Corner and Elkton Residential Living Center in Elkton are affiliated, and have a combined 12
licensed beds. Dakota Sun in VVolga has 16 licensed beds. White Pines Assisted Living Center
in White has 10 licensed beds, which are located in the White Health Care Center along with
nursing home beds. There are two licensed assisted living beds in Estelline that are part of the
Estelline Nursing and Care Center, which isaso licensed for 60 nursing home beds.

All of the Assisted Living Centers in the surrounding communities had at |east one available bed
at the time of our survey. The facility in White had only four of the 10 beds occupied.

There are also skilled nursing homes in some of the surrounding communities. In addition to the
nursing homes already identified, there is the 48 bed Golden Living Center in Arlington. We
did not complete a more detailed survey of nursing home occupancy rates.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M arket Rate
Three-story apartments built in late 1970s. Project is
Brooks Manor 3 - Efficiency N/A Over half of near the University and over half of the tenants are
705 14" Avenue 9 -1 Bedroom N/A No vacancies tenants are students. Rental rates were not disclosed, but tenants pay
3 -2 Bedroom +electric students electric in addition to rent. 12 month lease required and
15 Total Units strong demand results in few vacancies.
16 - 2 Bedroom $575 Apartment-style units near the University and nearly all
Campus View 24 - 3 Bedroom $756 Nearly all tenants are students. Units have dishwasher, microwave
Townhomes 48 - 4 Bedroom $1,008 No vacancies students and laundry facilities. 11 month lease required, with 12"
2225 9" St. 88 Total Units +heat, electric month used for repairs and maintenance. Full occupancy
reported.
Three-story apartments built in late 1970s. M ost tenants
Caroline Estates 9 -1 Bedroom N/A M ostly are working age adults, with only a few students. Rental
913 Roberts Avenue 15 - 2 Bedroom N/A No vacancies working age rates were not disclosed, but tenants pay heat and electric
24 Total Units +heat, electric tenants in addition to rent. M anager says that units have very
limited turnover.
Three-story apartment building constructed in 1986.
3 -1 Bedroom $600 Amenities include elevator, underground parking, in-unit
Carriage House 18 - 2 Bedroom $760 No vacancies, Primarily laundry hookup, balcony/patio, and large units. Project
1511 8™ St. S. 4 - 3 Bedroom $760 waiting list seniors is very popular with seniors, and very low rate of unit
25 Total Units + all utilities turnover. Tenants pay most utilities in addition to rent -
estimated monthly utility charge is $60.
Apartments in two buildings constructed in 1968 and
Countryside Estates 24 - 1 Bedroom $430 1972. Tenants pay electric in addition to rent. Project is
1014 N. 22" Ave. 44 - 2 Bedroom $580 No vacancies 98% students located near campus, and approximately 98% of tenants
2229 10" st, 68 Total Units +electric are students. Garages available for extrafee. No

vacancies and strong demand.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M arket Rate
Apartments constructed in two phases in 2003 and 2004.
Countryside Villa 24 - 3 Bedroom $960 Units are 3-bedroom with 2 bath. Units have in-unit
2221-2231 10" St. 24 Total Units +heat, electric No vacancies All students laundry, dishwashers, microwaves and garages for extra
fee. Located near campus and all tenants are students.
No vacancies and strong demand.
Apartments in four buildings constructed in the mid-
1 Bedroom $380-$430 Primarily 1970s. Some buildings have heat provided, other
Country Crossings 2 Bedroom $470-$535 No vacancies students buildings tenants pay heat. Rent range indicates heat and
88 Total Units +electric and heat patio differences between units. Estimated 60% of
in some units tenants are students. No vacancies and good demand.
Town-house style rental units constructed in multiple
Eastcrest Mix of tenants phases since 2000, with 8 units constructed in 2005.
Townhomes 32 - 3 Bedroom $775 No vacancies but primarily Tenants pay most utilitiesin addition to rent. Mix of
2415 9" Street 32 Total Units + most utilities students tenants, but majority are students. Units have in-unit
laundry and other amenities. No vacancies at time of
survey and good demand.

Former fraternity house converted to rental housing - all
14™ Avenue 4 -1 Bedroom $400 No vacancies, Primarily tenants are students. Strong demand resultsin no
Apartments 4 Total Units +heat, electric waiting list students vacancies - 12 month lease required. Tenants pay for

most utilities in addition to rent.
Town house style rental units constructed in 1993.

Within walking distance of campus and 90% or more of

Garden Village 1- 2 Bedroom $460 No vacancies, Primarily the tenants are students. Most units are 3-bedroom with
Townhomes 17 - 3 Bedroom $660 waiting list students 2 bathrooms - detached garages available for extra fee.
1821 8" St. 18 Total Units +all utilities Student demand results in almost no vacancies during the

year - 12 month lease required.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M arket Rate
Two multi-story apartment buildings constructed in 1977
and 1979. Rental rates not disclosed; tenants pay heat
Green Estates 18 - 1 Bedroom N/A Primarily and electric in addition to rent. Approximately 2/3 of
815 Roberts Ave. 30 - 2 Bedroom +heat, electric No vacancies students tenants are students - 12 month lease required.
48 Total Units Amenities include coin laundry, off-street parking and
garages for additional fee. Manager reports full
occupancy.
Three-story apartments built in 1985. M ost tenants are
working age adults, with only a few students. Rental
Heritage Condos 6 - Studio N/A M ostly rates were not disclosed, but tenants pay heat and electric
629 Heritage Drive 21 - 2 Bedroom N/A No vacancies working age in addition to rent. Amenities include coin laundry
27 Total Units +heat, electric tenants facilities and detached garages for additional fee.
M anager says that units have very limited turnover.
Town house-style units constructed in four phases
Heron Cove 32 - 2 Bedroom $700-$828 No vacancies, General between 1996 and 2004. Amenities include dishwashers,
Townhomes 20 - 3 Bedroom $936 waiting list occupancy in-unit laundry and garage parking. Tenants pay all
Western Avenue 52 Total Units +all utilities utilities in addition to rent. Mix of tenantsincluding
seniors, students and young professionals. M anager
reports full occupancy and good demand for units.
Kneip Duplex Unable to contact. This rental project was awarded tax
312 8™ Ave. N/A N/A N/A N/A creditsin 1988 for 2 units. Tax credit compliance period
has ended.
Apartments constructed in 1982. Tenants pay all utilities
M edary Woods 12 - 2 Bedroom $440 No vacancies Mix of tenants | in addition to rent. Garages available for extrafee. Most
12 Total Units +all utilities tenants are young professionals - no students at time of

survey. No vacancies and waiting list for occupancy.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M arket Rate
Apartments constructed in 1984. Tenants pay all utilities
6 - 1 Bedroom $340 in addition to rent. Garages available for extrafee. Most
Medary Square 18 - 2 Bedroom $440 No vacancies Mix of tenants | tenants are young professionals, with a few grad students
24 Total Units +all utilities at time of survey. No vacancies and waiting list for
occupancy.
Units opened for occupancy in 2006. Amenities include
Mills Ridge 30 - 2 Bedroom $870-$900 No vacancies, General dishwasher, in-unit washer and dryer, wireless internet,
2410 Sunrise Ridge 6 - 3 Bedroom $970-$1,000 waiting list occupancy cable TV and underground parking. Mix of tenants
Circle 36 Total Units +most utilities including seniors, students and young professionals.
M anager reports full occupancy and good demand for
units.
Former school building converted to rental housing in
1 -1 Bedroom $512 2004. Amenities include in-unit laundry, dishwasher and
1921 Building 17 - 2 Bedroom $650-$782 No vacancies, General attached covered parking in former gymnasium. . Mix
601 4™ St. 18 Total Units +heat, electric waiting list occupancy of tenants including seniors, students and young
professionals. Manager reports full occupancy and good
demand for units.
Olson Apartments N/A N/A N/A N/A Unable to contact.
703 Main Ave. S.
Park Apartments Unable to contact. Recorded message stated that the
1018 Southland N/A N/A No vacancies N/A project had no vacant units.

Lane

M Brookings Area Housing Study

88



Multifamily Rental Housing Inventory Il

Table 36 Brookings Area Multifamily Rental Housing I nventory

Name

Number of Units/
Bedroom Mix

Rent

Vacancy/
Wait List

Tenant Mix

Comments

M arket Rate

701 Prairie View
Drive

8 - 2 Bedroom
8 Total Units

N/A

No vacancies

Mix of tenants

Split-foyer apartments constructed in 1978.
Approximately half the tenants are students - have been
all studentsin the past. Tenants pay heat and electric in

addition to rent. Full occupancy and good demand
reported.

Skylight Apartments

20 - 2 Bedroom
13 - 3 Bedroom
33 Total Units

$500-$530
$750
+ all utilities

No vacancies

Primarily
students

Four apartment buildings constructed between 1987 and
1995. Nearly all tenants are students -12 month lease
required. Tenants pay for all utilities except garbage in
addition to rent. Amenities include coin laundry
facilities and off-street parking. M anager reports full
occupancy and good demand from students.

Southland Court
Apartments
1920 Southland
Lane

6 - 2 Bedroom
6 - 3 Bedroom
12 Total Units

$875
$1,075
+all utilities

No vacancies

Mix of tenants

Apartments constructed in 2005 - part of complex with 3
other buildings constructed between 1978 and 1984
which are listed separately. Tenants pay all utilitiesin
addition to rent. M ost tenants are working age, with
approximately 25% student - have had higher percentage
of student rentersin the past. Manager reports no vacant
units.

Southland Court
Apartments
1910 8" St. S., 818
and 916 Southland
Lane

Studio
1 Bedroom
2 Bedroom
105 Total Units

$300
$440-$480
$540-$580
+heat, electric

No vacancies

Mix of tenants

Apartments in three buildings constructed between 1978
and 1984 - a fourth building was constructed in 2005 and
is listed separately. Tenants pay heat and electric in
addition to rent. M ost tenants are working age, with
approximately 25% students, and some senior renters.
M anager reports no vacant units.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M arket Rate
Constructed in the early 1970sasa HUD Section

221(d)(3) subsidized project, the subsidy contract has

been met and this building has converted to market rate

Village Estates | 24 - Efficiency $400 General housing. Brookings Housing Authority has provided an

48 - 1 Bedroom $450 No vacancies occupancy allocation of Vouchers to existing low income tenants,

72 Total Units but assistance is no longer project-based. Tenants with

Vouchers pay 30% of income up to market rents listed.
No vacancies at time of survey, and up to 60% of tenants

are students.
Five, three-story apartment buildings constructed 1974
Village Square and 1982. Within walking distance of campus and 95%
Apartments 27 - 1 Bedroom $346-$378 No vacancies, Primarily or more of the tenants are students. Student demand

1730 - 1907 8" 82 - 2 Bedroom $424-3474 waiting list students results in almost no vacancies during the year - 12 month
Street 109 Total Units +heat, electric lease required. Tenants pay heat and electric in addition

to rent, and some pay for hot water. Detached garages

available for extra fee.

M ulti-story apartments built in 1969. M ost tenants are

M ostly seniors or working age adults, with only a few students.

W estgate 12 - 1 Bedroom N/A working age Rental rates were not disclosed, but most tenants pay
Apartments 38 - 2 Bedroom N/A No vacancies tenants and heat and electric in addition to rent. Amenities include

1027 North Main 50 Total Units +heat, electric seniors coin laundry facilities and detached garages for

additional fee. Manager says that units have very limited
turnover.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Tax Credit
Apartments constructed in 1999 using federal low
South Briar 28 - 2 Bedroom $450 No vacancies, 60% or less of income housing tax credit assistance. All tenants must
Apartments 2 - 3 Bedroom $495 waiting list median be at or below 60% of median income, with some units
423 15" St. S. 30 Total Units +electric income reserved for households below 50% of median. Manager
reports full occupancy and short waiting list.
Apartments constructed in 1999 using federal low
1-1 Bedroom $395 60% or less of income housing tax credit assistance. All tenants must
Green Briar 27 - 2 Bedroom $450 1 vacant median be at or below 60% of median income, with some units
500 15" St. S. 2 - 3 Bedroom $495 2 bedroom unit income reserved for households below 50% of median. Manager
30 Total Units +electric reports 1 vacant unit at time of survey, but has already
been leased for next month.
Town house style units constructed in 1994 using low
All units at income housing tax credits. All units serve households at
Three Oaks 18 - 2 Bedroom $414 No vacancies, 60% of or below 60% of median income. Units are town house-
Townhomes 6 - 3 Bedroom $490 waiting list median style, with in-unit laundry hookup; detached garage
705-725 6™ Ave. S. 24 Total Units +heat, electric income parking available for $40/month. No vacancies and a
waiting list - some tenants have rent assistance V ouchers.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List

Subsidized - Senior and Disabled Occupancy

HUD Section 8 subsidized apartments for senior and

Arrowhead 40 - 1 Bedroom $506 M ax. Senior and disabled occupancy constructed in 1978. Tenants pay
Apartments 40 Total Units 30% of income 3 vacant units disabled rent based on 30% of income, up to maximum rent listed.
913 Onaka Trail occupancy Three units vacant at time of survey, and less demand in

recent years for subsidized senior housing.

Rural Development subsidized apartments for senior and
disabled occupancy. Only five units have rent subsidy
that allows rent based on 30% of income; remaining

Briarwood 8 - 1 Bedroom $355 - $480 No vacancies, Senior and tenants pay 30% of income for rent, but not less than
Apartments 24 - 2 Bedroom $420 - $550 waiting list disabled basic, or more than market rents listed. However, many
2322 Y orkshire Dr. 32 Total Units 30% of income occupancy tenants receive Voucher assistance through Brookings

HA. Manager reports full occupancy, low turnover and
short waiting list. Seniors like the option of a two-
bedroom unit.

Apartments constructed in 1980 and designated for

Senior and senior and disabled occupancy - subsidized through
Heritage Estates || 44 - 1 Bedroom $473 max. 2 vacant units disabled SDHDA/HUD Section 8. All units have rent assistance
44 Total Units 30% of income occupancy that allows rent based on 30% of income up to maximum

rent listed. Two units vacant at time of survey, and
limited demand.

Supervised Living 8 - 1 Bedroom Disabled Rural Development subsidized group home for
Apartments 8 Total Units N/A N/A occupancy developmentally disabled individuals. Placement is
through State referral and Advance.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Subsidized - General Occupancy
Town house units constructed in early 1980s and
designated for general occupancy - subsidized through
Cedar Townhomes 24 - 2 Bedroom $604 max. 2 vacant units, General SDHDA/HUD Section 8. All units have rent assistance
711 8" St. S. 8 - 2 Bedroom $740 max. waiting list occupancy that allows rent based on 30% of income up to maximum
32 Total Units 30% of income rent listed. Two units vacant at time of survey due to
recent turnover, but waiting list exists. Mix of tenants
including some students.
Rural Development subsidized apartments for general
occupancy built in 1981 and 1982. 47 tenants receive
Clairview 8 - 1 Bedroom $335 - $425 rent assistance that allows rent based on 30% of income;
920 22" Avenue 56 - 2 Bedroom $360 - $455 No vacancies, General remaining tenants pay 30% of income for rent, but not
North 64 Total Units 30% of income waiting list occupancy less than basic, or more than market rents listed.
Approximately 70% of tenants are graduate or under-
graduate students that can qualify to live in project. No
vacancies and a waiting list.
HUD Section 8 subsidized town house units for general
2 vacant units, occupancy, constructed in 1972. 28 units have rent
Heritage Estates 12 - 2 Bedroom $569 including 1 market General assistance available that allows rent based on 30% of
Townhomes 24 - 3 Bedroom $626 rate and 1 occupancy income, and 8 units are market rate at rents listed.
508-610 Heritage 36 Total Units 30% of income subsidized, waiting Project has mix of tenants including some students. Two
Drive list

units vacant at time of survey, including one subsidized
unit - but waiting list exists.
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Table 36 Brookings Area Multifamily Rental Housing I nventory
Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Subsidized - General Occupancy
Rural Development subsidized apartments for general
occupancy. 15 units have rental assistance that allows
rent based on 30% of income; remaining tenants pay
Lakota Village 21 - 2 Bedroom $372 - $584 2 vacant units, General 30% of income for rent, but not less than basic, or more
Onaka Trail/Deer 4 - 3 Bedroom $432 - $644 waiting list occupancy than market rents listed. Rural Development has recently
Lane 25 Total Units 30% of income changed rules on student occupancy, causing above-
average level of turnover. Two units vacant at time of
survey, but waiting list did exist. Fewer studentsin the
future could affect occupancy rates.
HUD Section 8 subsidized apartments for general
occupancy constructed in the late 1970s. Tenants pay
Onaka Village 4 -1 Bedroom $399 M ax. rent based on 30% of income, up to maximum rents
Onaka Trail/8th 24 - 2 Bedroom $462 M ax. 2 vacant units, General listed. HUD rule changes on student occupancy have
Street South 8 - 3 Bedroom $494 M ax. waiting list occupancy impacted demand. Two units vacant at time of survey,
36 Total Units 30% of income but waiting list exists. Project is considering opt-out of
subsidy program due to impact of student occupancy
changes.
Two four-plexes originally constructed in the 1980s, but
Regency Square 8 - 1 Bedroom $345-$545 No vacancies General relocated into Brookingsin 1990. Rural Development
100-104 Sunrise 8 Total Units 30% of income occupancy and tax credits for 4 units used for project and
Ridge Road renovation. All units have rent assistance available, so
tenants pay rent based on 30% of income. Owner reports
no vacancies and low unit turnover.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Subsidized - General Occupancy
Rural Development subsidized town house units for
general occupancy. Four units have rent assistance that
Sandpiper | 2 - 2 Bedroom $355 - $570 No vacancies, General allows rent based on 30% of income; remaining tenants
Townhomes 4 - 3 Bedroom $400 - $660 waiting list occupancy pay 30% of income for rent, but not less than basic, or
163 1* Avenue 6 Total Units 30% of income more than market rents listed. M anager reports full
South occupancy and good demand - less impact from student
rule changes for family housing.
Rural Development subsidized town house units for
general occupancy. All units have rent assistance that
Sandpiper 11 4 - 3 Bedroom $450 - $705 No vacancies, General allows rent based on 30% of income; remaining tenants
Townhomes 4 Total Units 30% of income waiting list occupancy pay 30% of income for rent, but not less than basic, or
144 2™ Avenue more than market rents listed. Manager reports full
South occupancy and good demand - less impact from student
rule changes for family housing.
Subsidized apartments for senior and disabled occupancy
constructed in 1987 using Rural Development and tax
Sunchase 1 - Efficiency $320-$527 3 vacant units, Senior and credit subsidies. Tax credit compliance period has been
Apartments 40 - 1 Bedroom $432-$617 including disabled met, but Rural Development requirements in effect. 38
131 Sunrise Ridge 1 - 2 Bedroom $526-$697 efficiency unit occupancy units have rent assistance available that allows rent based
Road 42 Total Units 30% of income on 30% of income; remaining tenants pay 30% of

income, but not less than basic or more than market rents
listed. Project has community dining room where noon
meal can be purchased. Manager reports 3 vacancies at
time of survey.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Subsidized - General Occupancy
Rural Development apartments for general occupancy
Sunrise Apartments 1 -1 Bedroom $350-$420 built in 1978. Seven tenants receive rent assistance that
120 6™ Avenue 7 - 2 Bedroom $420-$490 No vacancies, General allows rent based on 30% of income; remaining tenant
South 8 Total Units 30% of income short waiting list occupancy pays 30% of income, but not less than basic or more than
market rents listed. M anager reports full occupancy with
short waiting list.
Rural Development and tax credit project that opened for
occupancy in 1993. Units are town house style. Tax
Wellington Heights 12 - 3 Bedroom $430-$650 General credits used for all units - 60% of median income limits
Apartments 12 Total Units 30% of income No vacancies occupancy apply. 10 units have rent assistance that allows rent
600 Medary Ave. S. based on 30% of income; remaining tenants pay 30% of
income but not less than basic or more than market rents
listed. Owner reports full occupancy and low turnover.
Rural Development and tax credit project that opened for
4 -1 Bedroom $285-$415 occupancy in 1994, 12 Units are town house style and 24
Windsor Estates 12 - 2 Bedroom $370-$520 General units are apartments. Tax credits used for all units - 60%
1027 Southland 8 - 3 Bedroom $420-$624 No vacancies occupancy of median income limits apply. All units have rent
Lane 12 - 3 Bedroom TH $440-$660 assistance that allows rent based on 30% of income.
36 Total Units 30% of income Basic and market rents also listed. Owner reports full
occupancy and low turnover.
Windsor Estates 1 Bedroom $275 HOME funded units that opened for occupancy in 1996.
South 2 Bedroom $350 No vacancies General All units serve households at or below 60% of median
1025-1027 3 Bedroom $475 occupancy income. No project-based rent assistance available.

Southland Lane

22 Total Units

+heat, electric

Owner reports full occupancy and low turnover.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
Subsidized - General Occupancy
HUD Section 8 subsidized units constructed in 1980.
Originally constructed for senior and disabled
occupancy, but later changed to general occupancy
Y orkshire 50 - 1 Bedroom $542 M ax. 2 vacant accessible General housing. Tenants pay rent based on 30% of income up to
2410 Y orkshire 50 Total Units 30% of income units, waiting list occupancy maximum rent listed. Two units vacant at time of

Drive survey, but these were accessible units that are being

advertised for suitable tenants. Approximately 20 name
waiting list exists, although these are almost all non-

elderly households.
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Table 36 Brookings Area Multifamily Rental Housing I nventory
Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix W ait List
Senior Housing with Services

Brookview M anor

79 bed skilled
nursing facility

N/A

95%-100%
occupancy rate

Skilled
nursing home

Skilled nursing home constructed in 1960s. Part of the
Brookings Health System that includes the Hospital and
Brookhaven Estates senior housing. Current occupancy

rate is 100%, and typically between 95 and 100%

Senior congregate-style housing project constructed in

second person

2004. Rent includes a meal daily, emergency call system,
utilities and underground parking. Optional services can
1 Bedroom $1,000-$1,150 1 vacant unit, Senior be purchased including additional meals, housekeeping,
Brookhaven Estates 2 Bedroom $1,350-$1,500 waiting list congregate laundry and personal care assistance. Part of the
24 Total Units higher rate is for housing Brookings Health System that includes the Hospital and
2 people Brookview Manor Nursing Home - corridor connection
to these facilities. One unit vacant at time of survey due
to turnover, but waiting list does exist. Expansion of
senior housing campus is possible in the future.
Senior assisted living constructed in 1997. Studio units
Greenleaf Assisted Assisted with private bath but no kitchen facilities. Some tenants
Living 30 Total Units N/A 3 units vacant Living receive State/County assistance. Three units vacant at
time of survey and some vacancies typical due to
ongoing unit turnover - no waiting list.
Congregate-style apartments for seniors constructed in
1991. Connected to United Retirement Center and part
of senior campus with Park Place Assisted Living. Rent
Park Place 7 - 1 Bedroom $663 Senior includes emergency call system, wellness program and
Apartments 8 - 2 Bedroom $963-$1201 2 vacant 1 congregate social activities. Contracted services can be purchased
15 Total Units + approximately bedroom units housing
$50 charge for

including meals, laundry, housekeeping, medication
dispensing and licensed nursing. Project has 20 units,
but 5 are used for offices, due to demand. Two units

vacant at time of survey, and some vacancies typical.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name

Number of Units/
Bedroom Mix

Vacancy/ Tenant Mix

Wait List

Rent

Comments

Senior Housing with Services

28 Studio units with

Assisted living units for seniors constructed in 1999.

Part of senior campus that includes United Retirement
Center and Park Place Apartments. Rent includes all
meals, laundry and housekeeping services, medication

Park Place Assisted capacity for 36 $1,850-$2,060 2 units vacant Assisted dispensing, assistance with daily living and 24-hour
Living residents Living staffing. Studio units with private bathroom, but two
adjoining units could be combined to create private
bedroom, but no kitchen facilities. Rents listed are for
studio units. Two units vacant at time of survey due to
recent turnover, but generally at full occupancy.
Skilled nursing home constructed in 1959 with addition
United Retirement 79 licensed beds N/A approximate 96% Skilled in 1989. Part of senior complex that includes Park Place
Center occupancy nursing home Apartments and Park Place Assisted Living. 76 of 79
beds occupied at time of survey.
Prairie Crossings N/A N/A N/A N/A Closed in 2004. Project had provided memory care
Assisted Living housing.
Senior assisted living project that opened in 2003.
Tenants receive all meals, laundry and housekeeping,
30 - Studio No vacancies, Assisted medication dispensing and assistance with daily living.
Stoney Brook Suites 8 - 1 Bedroom N/A waiting list Living M ost units are studio with private bathe and kitchenette

38 Total Units

facilities. Fully occupied with waiting list at time of
survey. Addition with more assisted living units possible
in the future.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name

Number of Units/
Bedroom Mix

Rent

Vacancy/
W ait List

Tenant Mix

Comments

Senior Housin

g with Services - Neighboring Communities

Cozy Corner/Elkton
Residential Living

Assisted

Two facilities licensed as Assisted Living Center. Cozy
Corner was constructed in 1982 and has 10 licensed
beds. Residential Living Center islocated in the

Center 12 beds N/A 3 vacant beds Living Center basement, and while licenced as an Assisted Living
Elkton Center, serves a more independent senior. Service area
extends into western Minnesota. Three beds vacant at
time of survey, but typically at full occupancy.
Estelline Nursing Assisted Two assisted living beds in the nursing home that is also
and Care Center 2 beds N/A 1 vacant bed Living Center licensed for 60 beds. One unit vacant at time of survey.
Estelline Only one nursing home bed unoccupied.
Dakota Sun Assisted Assisted Living Center constructed in the 1970s. Two
Assisted Living 16 beds N/A 2 vacant beds Living Center beds vacant at time of survey. Majority of residents are
Volga from Volga or immediate vicinity.
W hite Pines Assisted Living Center beds are part of White Health
Assisted Living 10 beds N/A 6 vacant beds Assisted Care Center, a nursing home also licensed for 34 beds.
Center Living Center Only 4 assisted living beds occupied at time of survey,
W hite

and 26 nursing home beds occupied.
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Table 36 Brookings Area Multifamily Rental Housing I nventory
Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix W ait List
M ultifamily Rental - Neighboring Communities
Rural Development subsidized apartments for general
Nelson Diamond occupancy. Seven units have rent assistance that allows
Apartments 8 - 2 Bedroom N/A 1 vacant unit General rent based on 30% of income; remaining tenant pays
Arlington 8 Total Units occupancy 30% of income but not less than basic or more than
market rents. Owner reports 1 vacant unit and limited
demand.
Rural Development subsidized apartments for senior and
Nelson Lakeview Senior and disabled occupancy. Ten units have rent assistance that
Apartments 12 - 1 Bedroom N/A 3 vacant units disabled allows rent based on 30% of income; remaining tenants
Arlington 12 Total Units occupancy pay 30% of income but not less than basic or more than
market rents. Owner reports 3 vacant units and limited
demand.
Rural Development subsidized apartments for general
occupancy built in phases between 1978 and 1984 - nine
Parkview 34 - 1 Bedroom $360 - $380 7 vacant 1 General buildings. 25 units have rent assistance that allows rent
Apartments 8 - 2 Bedroom $390 - $565 bedroom units occupancy
Arlington 42 Total Units 30% of income

based on 30% of income; remaining tenants pay 30% of
income but not less than basic or more than market rents.
M anager reports good demand for 2 bedroom units, but 7
vacant 1 bedroom apartments. Rural Development rule

changes for student occupancy has impacted vacancy
rate.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix W ait List
M ultifamily Rental - Neighboring Communities
General occupancy subsidized units constructed in 1992
with Rural Development and tax credit subsidies. Tax
credit limits apply to 24 units at 60% of median income,
Dakota Village 30 - 2 Bedroom $315-$370 General and 6 units at RD limits of 80% of median income.
Aurora 30 Total Units 30% of income 12 vacant units occupancy Twenty units have rent assistance that allows rent based
on 30% of income; remaining tenants pay rent based on
30% of income, but not less than basic or more than
market rents listed. City requires $200 utility deposit
which is difficult for lower income renters.
Rural Development subsidized apartments for general
occupancy. Nine units have rent assistance that allows
Nelson Apartments 11 - 1 Bedroom $370-$470 3 vacant units General rent based on 30% of income; remaining tenants pay
Bruce 11 Total Units 30% of income occupancy 30% of income but not less than basic or more than
market rents listed. Owner reports 3 vacant units and
limited demand.
Rural Development subsidized apartments for general
occupancy constructed in the 1970s. Two units receive
Elkton Housing | 1 -1 Bedroom $350-$385 General rent assistance that allows rent based on 30% of income;
Elkton 3 - 2 Bedroom $385-$430 1 vacant unit occupancy remaining tenants pay 30% of income for rent, but not
4 Total Units 30% of income less than basic, or more than market rents listed. One
unit vacant at time of survey, and limited demand.
HUD Section 8 subsidized apartments for general
Elkton Housing |1 6 - 1 Bedroom $476 Max. General occupancy. Unitsarein two buildings - four-plex may
Elkton 1 - 2 Bedroom $528 M ax. 5 vacant units occupancy be sold due to chronic vacancy issues. Tenants pay 30%
7 Total Units 30% of income of income for rent, but not more than maximum rents
listed. Only 2 units occupied at time of survey.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name

Number of Units/
Bedroom Mix

Rent

Vacancy/
W ait List

Tenant Mix

Comments

M ultifam

ily Rental - Neighbor

ing Communities

VolgaManor Il
Volga

6 - 1 Bedroom
6 Total Units

$300-$500
30% of income

No vacancies

General
occupancy

Rural Development subsidized units for general
occupancy built in 1986. All units have rent assistance
that allows rent based on 30% of income. Basis and
market rents are listed. Project has historically been
popular with students, but recent rule changes have
limited student eligibility - have found students that meet
income and non-dependent tests and 5 of 6 units are
occupied by students.

Garfield Manor
Apartments
Volga

5-1 Bedroom
3 -2 Bedroom
8 Total Units

$275-$390
$325-$400
30% of income

3 vacant units

Senior and
disabled
occupancy

Rural Development subsidized apartments for senior and
disabled occupancy constructed in 1980. Building is
two-story with no elevator. Four units have rent
assistance that allows rent based on 30% of income;
remaining tenants pay 30% of income but not less than
basic or more than market rents listed. Owner reports 3
vacant units and limited demand.

Volga M anor
Volga

1-1 Bedroom
7 - 2 Bedroom
8 Total Units

$300-$410
$352-$455
30% of income

No vacancies

General
occupancy

Rural Development subsidized apartments for general
occupancy. Six units have rent assistance that allows
rent based on 30% of income; remaining tenants pay
30% of income for rent, but not less than basic, or more
than market rents listed. M anager reports full occupancy
but no waiting list - 1 unit had been vacant for past 4
months.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name Number of Units/ Rent Vacancy/ Tenant Mix Comments
Bedroom Mix Wait List
M ultifamily Rental - Neighboring Communities
Rural Development subsidized apartments for general
occupancy. Three units have rent assistance that allows
Nelson South Side 1-1 Bedroom $350-$450 1 vacant general rent based on 30% of income; remaining tenant pays
Apartments 3 -2 Bedroom $390-$490 2 bedroom unit occupancy 30% of income but not less than basic or more than
Volga 4 Total Units 30% of income market rents listed. Owner reports 1 vacant unit and
limited demand. Some tenants have been students, but
Rural Development rule change could limit future
student occupancy.
HUD Public Housing project originally constructed for
senior and disabled occupancy, but now available for
West Side 20 - 1 Bedroom No vacancies, General general occupancy. Most tenants are senior or disabled,
Apartments 20 Total Units 40% of income waiting list occupancy but also younger tenants, including students. Unitsarein
Volga four-plex configurations, and are one-level housing.
M anager reports full occupancy and strong demand with
waiting list of 15 names.
Apartments constructed in 2002. Amenities include
4 -1 Bedroom $475 General covered parking, community room and some units have
Sand Creek 8 - 2 Bedroom $595 No vacancies occupancy in-unit laundry. Tenants pay heat and electric in addition
Volga 12 Total Units +heat, electric to rent. Full occupancy reported, but rents are below-
market in order to remain competitive with prevailing
ratesin Volga.
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Table 36 Brookings Area Multifamily Rental Housing I nventory

Name

Number of Units/
Bedroom Mix

Rent

Vacancy/
W ait List

Tenant Mix

Comments

M ultifamily Rental - Neighbor

ing Communities

Country View
Estates
Volga

12 - 2 Bedroom
2 - 3 Bedroom
14 Total Units

$610-$645
$710
+ all utilities

No vacancies,
waiting list

M ostly seniors

Publicly-owned market rate rental units constructed in
2001 and 2004. Units are town house-style with attached
garage. Lower rent 2 bedrooms have 1 car garage, and
higher rent 2 bedroom and 3 bedroom units have 2 car
garage. Tenants pay all utilities in addition to rent -
estimated at $125 per month. Project is popular with
senior renters, and waiting list exists, especially for 3
bedroom units. Future phase of 6 unitsis possible.

Country View
W hite

8 - 1 Bedroom
8 Total Units

$420-$445
30% of income

2 vacant units

General
occupancy

Rural Development subsidized apartments for general
occupancy. All units have rent assistance available that
allows tenants to pay rent based on 30% of income, up to
maximum rent listed. M anager reports a mix of tenants,
including seniors and non-traditional students. Two units
vacant at time of survey. Traditional students can live in
the project, but cannot access rent assistance, and must
pay at least the basic rent listed.

Source: Community Partners Research, Inc.
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Employment and Local Economic Trends Analysis

While many factors influence the need for housing, employment opportunities represent a

predominant demand generator. Without jobs and corresponding wages, the means to afford

housing is severely limited.

Employment opportunities may be provided by a broad range of private and public business
sectors. Jobs may be available in manufacturing, commercial services, agriculture, public
administration, and other industries. The type of employment, wage level, and working
conditions will each influence the kind of housing that is needed and at what level of

affordability.

Major employersin the Brookings area with 100 or more employees include:

Daktronics, Inc.

South Dakota State University
3M Company

Larson Manufacturing Company
Brookings Health System
Rainbow Play Systems, Inc.
Brookings School District
Hy-Vee Food Store

Wal-Mart

Twin City Fan & Blower Company
Brookings Municipa Utilities
Advance

City of Brookings
Aramark/SDSU Dining Services
Swiftel Communications
Fishback Financial Corporation
AveraBrookings Medical Clinic
Falcon Plastics, Inc.

United Retirement Center

v v v v v v v v v v v v v v v v v v v

Source: Brookings Area Chamber of Commerce

2,300 employees
2,121 employees
796 employees
711 employees
386 employees
385 employees
350 employees
350 employees
349 employees
233 employees
220 employees
213 employees
209 employees
170 employees
162 employees
158 employees
140 employees
138 employees
116 employees

In addition to the employers listed above, many of the smaller communities around Brookings

also have local employment options, including Volga, Arlington, Estelline, White and Elkton.
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Work Force and Unemployment Rates

Employment information is available for all of Brookings County. We have reviewed the
County information back to the year 2000. City of Brookings information is only available
starting in 2006. Datain the table that follows have been obtained from the South Dakota
Department of Labor.

Table 37 Brookings County Average Annual Labor Force 2000 -2007*

Labor Employed [ Unemployed | Unemployment | Unemployment | Unemployment
Y ear Force Rate Rate - SD Rate - US

Brookings County

2000 17,605 17,215 390 2.2% 2.7% 4.0%
2001 16,985 16,515 470 2.8% 3.5% 4.7%
2002 16,940 16,450 490 2.9% 3.3% 5.8%
2003 17,440 16,910 530 3.0% 3.6% 6.0%
2004 17,960 17,430 530 3.0% 3.9% 5.6%
2005 18,155 17,610 945 3.0% 3.8% 5.1%
2006 18,795 18,320 475 2.5% 3.2% 4.6%
2007 | 19,625 19,133 492 2.5% 3.6% 4.6%

City of Brookings

2006 12,695 12,375 320 2.5% 3.2% 4.6%

2007* 13,254 12,926 328 2.5% 3.6% 4.6%

Source: South Dakota Department of Labor
* 2007 data are through M ay.

> Brookings County has had some minor fluctuationsin the size of the available labor
forcein recent years. Between 2000 and 2006 (the last full year of data) the labor force
increased by 1,190 people, or 6.3%. However, between 2000 and 2002, there was a
decrease in the labor force, and the size of the labor force did not surpass the 2000 level
again until the year 2004.

> The employed work force shows similar patterns. The number of employed workersin
the County has increased between 2000 and 2006 by 1,105 workers, or 6.0%. But the
level of employment actually dropped after 2000, and once again did not surpass the
2000 level again until the year 2004.
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Data for 2007 only extends through May, but through the first five months it appears that
both the available |abor force and the employed work force have been growing. The
unemployment rate for the first five months of 2007 was only 2.5%.

Although the unemployment rates in 2006 and 2007 are higher than in the year 2000, the
unemployment rates of Brookings County have remained very low when compared to
State and National averages. Since 2000, the County’ s annual average unemployment
rate has not been higher than 3.0%.

Since 2006, labor market data has also been available at the City of Brookings level. In
2006, the City represented nearly 68% of the County’ s total |abor force.
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Employment and Wages by Industry - Brookings County

The following table shows the annual employment and average annua wages by major
employment sector in 2006, the last full year of data. It isimportant to note that the major
employment sectors listed do not represent al employment in the County. Thisinformationis
for al of Brookings County.

Table 38 County Average Weekly Wages by Industry Detail - 2006
Industry 2006 Employment 2006 Average Annual Wage

Total All Industry 16,663 $29,818
Natural Resources, Mining 312 $30,510
Construction 606 $32,032
Manufacturing 5,159 $34,821
Trade, Transportation, Utilities 2,242 $24,414
Information 165 $27,157
Financial Activities 607 $31,394
Professional and Business Services 704 $33,871
Education and Health Services 962 $24,645
Leisure and Hospitality 1,683 $8,856
Other Services 364 $24,365
Government 3,859 $35,939

Source: South Dakota Department of Labor
> The average annual wage for all industry in 2006 was $29,818.
> The highest paying wage sectors were Government and Manufacturing, with average

annual wages of $35,939 and $34,821, respectively. Most of the Government
employment was State Government, and reflects employment at SDSU.

> The lowest paying wage sector was Leisure and Hospitality, with an average annua wage
of only $8,856.
> Retail trade is a subcategory of the Trade, Transportation and Utilities sector. Employees

in Retail Trade represented nearly 73% of the total employment in this sector. Average
annual wages for Retail Trade employees were $17,637.
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Regional Unemployment Rates

The City of Brookings has identified a number of job openings that exist with area employers.
There is aconcern in the community that aworker shortage exists, causing some businesses to
expand in other areas of the State or region, where a suitable workforce could be found.

In an effort to examine the employment situation in Brookings, compared to other large
employment centersin the region, we have compiled unemployment information for area cities,
counties and states. Information is provided for 2006, the last full year of data.

Table 39 Regional and State Unemployment Data - 2006
Area Number of Unemployment Rate Average Annual
Unemployed Wage All Industry

Brookings MiSA 475 2.5% $29,818
Aberdeen MiSA 600 2.6% $28,998
Sioux Falls MSA 3,410 2.8% $34,531
Huron MiSA 280 3.1% $28,064
Watertown MiSA 585 3.1% $27,771
Fargo-Moorhead MSA 3,156 2.7% $32,708
South Dakota 13,890 3.2% $30,282
Nebraska - 3.0% $33,409
Minnesota - 4.0% $42,172
lowa - 3.7% $33,250
North Dakota - 3.2% $31,304

Source: Various sources including State Departments of Labor and the Federal Bureau of Labor Statistics

> For calendar year 2006, the last full year of data, the National unemployment rate was
4.6%. All of theregional entities reviewed had an unemployment rate that was well
below the National average. The State of Minnesota, with an unemployment rate of
4.0%, was the highest of the jurisdictions examined.

> The Brookings Micropolitan Statistical Area (MiSA), includes all of Brookings County.
With a 2006 unemployment rate at 2.5%, Brookings County had the lowest rate of
unemployment of all the jurisdictions that were reviewed. However, the unemployment
rates in the Aberdeen MiSA (Brown and Edmunds Counties), the Sioux Falls M SA
(Minnehaha, McCook, Lincoln and Turner Counties), and the Fargo-M oorhead MSA
(Cass and Clay Counties), all had unemployment rates of 2.8% or less.
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The average annual wage datais from either the Quarterly Census of Employment and
Wages (QCEW) or from the Bureau of Labor Statistics. It represents the average pay for
all employed workers within the jurisdiction. It does not represent any estimate of the
pay that isbeing offered for available jobs. However, it does provide some perspective
on the overall wage conditions that exist.

The average annual wage in Brookings County in 2006 was higher than in the other
South Dakota Micropolitan Statistical Areas that were examined, including Aberdeen,
Watertown and Huron. However, the average wage in Brookings County was lower than
those reported in larger area jurisdictions, including the Sioux Falls MSA and the Fargo-
Moorhead MSA.

The average annual wage in South Dakota was the lowest of the five States examined.
The highest average annua wage in 2006 was in the State of Minnesota. This average
wage was more than 39% higher than the South Dakota average, and more than 41%
above the average wage in Brookings County.

Sioux Falls and Fargo, the two Metropolitan Statistical Areas (MSA) located closest to
Brookings, had higher average annua wages, at nearly 16% higher and 10% higher,
respectively.

The U.S. Department of Labor identifies “labor surplusareas’. A civil jurisdictionis
classified as alabor surplus area when its average unemployment rate was at least 20
percent above the average unemployment rate for al states. In South Dakota, there were
six Counties defined as labor surplus areas for 2007: Buffalo, Corson, Dewey, Jackson,
Shannon and Ziebach Counties. Five of these six Counties are in the western portion of
the State, and Buffalo County borders the Missouri River.
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Recent Home Buyer Survey

Community Partners Research, Inc., conducted a survey of households that have recently
purchased anew or existing home in the Brookings Area. The purpose of the survey was to
obtain home buyer’s comments, perceptions and information on their experiences in purchasing
aBrookings Areahome. Thisinformation will assist usin determining the Brookings housing
needs and in devel oping housing recommendations to address the Brookings' Area housing
needs.

A tota of 32 recent Brookings Area home buyers were surveyed. The findings are as follows:
> All 32 households purchased a single family home.

> Twenty-seven households purchased an existing home and five households purchased a
new home.

> Nine (28%) households rel ocated from outside the Brookings Area and 23 (72%) were
aready Brookings Arearesidents. Seven of the new households relocated to the
Brookings Areafor employment, while two households had previously lived in the
Brookings Area and were moving back to the area.

> Twenty-four (80%) of the households purchased a home within the price range they had
established when beginning their search for a new home and six (20%) of the households
paid more than their original established price range.

> Twenty-two (73%) of the households did not pay the list price for the home they
purchased. Although five households paid more than the list price, 12 households paid
less than the list price. Five households would not answer whether they paid more or less
than the list price.

> Twenty-five (78%) of the households stated that they purchased a home that meets their
specifications, while seven stated that the home they purchased did not meet their
specifications. Of these seven househol ds, the reasons why their home doesn’t meet their
specifications include:

home too small - 3

hometoo large - 1

cost too much to renovate - 1

bought only as atransition home - 1

wanted atwo story, but settled for aone story

v v v v v

> Fourteen (45%) of the households purchased a home in the neighborhood that was their
first choice, while 11 (35%) purchased a home in aneighborhood that was not their first
choice. Six households had no neighborhood preference.
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> Ten households (33%) found a home to purchase in less than a month, 13 (43%) found a
home to purchase in one to six months and seven (23%) searched for over six months to
find a home.

> All of the households had positive experiences working with area realtors and only one

household had a negative experience working with area bankers/mortgage lenders.

> Most of the households did not have contact with City and County officias, but those
that did had a positive experience working with these officials.

> The mgjority of the households plan to live in their newly purchased homes indefinitely.
Of those that plan to move within the next ten years, four households will seek aranch
style home, four will seek alarger home, three will build a new home, one household will
seek a better location and one household will move into aretirement home.

> Overdl, 30 (94%) of the households surveyed are satisfied with the home they purchased
and only two households (6%) are not satisfied.

> The households had a variety of general comments, however, the predominant comments
were that housing is expensive in the Brookings Area and there is a shortage of
affordable homes that are priced in the mid-range.

Highlights of Households New to Brookings

While the mgjority of households surveyed were aready Brookings residents prior to their home
purchase, there were nine households that moved into the City. Three of the nine were from the
immediate area, such as Watertown, and six came from other States or from the western part of
South Dakota. Responses from this rel ocating group have been reviewed, with the highlights as
follows:

> Four of the nine households paid more than they were expecting to purchase a home.
This represented most of the households in the entire survey group that paid more than
expecting. However, it aso reasonable to expect this group to have different
expectations, since they were not previoudly living in the City. The existing resident
group would have more familiarity with the market conditions, and would therefore be
less surprised by listing prices for the typical home.

> When actually buying the home, five of the nine relocating households reported that they
negotiated a purchase price that was below the listing price. Two households paid the
listing price, and two households reported a competitive bidding environment that
required them to offer more than the listing price. The relocating group tended to have
reasonably similar purchase price experiences when compared to the overall survey

group.

> Two-thirds of the relocating group stated that their house met their basic expectations.
However, some of them still made statements that not all aspects of the house were
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perfect. For example, one buyer was satisfied, but still wished their house was larger.
Another buyer was satisfied, but wished they would have had more options to consider.
Of the three households that compromised on their expectations, one said their house was
too small, one said that their house required more renovation than they wanted to make,
and one had to buy a different house style than they would have otherwise preferred.

Most of the relocating households reported that they looked for between one and three
months before finding a home to purchase. This was reasonably consistent with the
larger survey group. One relocating household did report a six month search, and another
looked for four to five months before finding a suitable choice.
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Recent Home Buyer Survey
July 2007

The City of Brookings is exploring opportunities to provide home ownership optionsin the City.
To help analyze housing needs and concerns, we are contacting households that have recently
purchased ahome in Brookings. It is our understanding that you have purchased a homein
Brookingsin the past year. We would like to ask you afew questions. The individual responses
will be kept confidential.

1 Did you buy a new or existing home? new __ existing

2. What type of home did you purchase?

single family home twin home town home
condo other
3. Did you move to a new home from outside of Brookings? If so, where did you move
from?

If you moved to Brookings from outside the area, why did you move to Brookings?

4, Did you purchase your home in the price range that you originally had established when
you starting your search for a home?

Yes No Explain
5. Did you pay the list price for the home? yes no
If no, did you pay more or less than the list price? more less
Explain
6. In your opinion, did you have enough homes to choose from that met your

specifications, design, housing type, age, etc.?
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10.

11.

12.

13.

14.

15.

Home Buyer Survey B

yes no Explan

Is your new home in the neighborhood that was your first choice?

yes no Explain

How long did it take you to find the home that you purchased?

Explain

What was your experience working with arearealtors?

What was your experience working with area bankers?

What was your experience working with City and County personnel ?

How long do you plan to live in your home?

What type of housing unit do you think you next home will be? Explain

Overdl, are you satisfied with your home? yes no Explan

Any genera comments that will help usin our research?
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Focus Group Research

As part of the research process for this Study, a number of focus group discussions were
convened in Brookings. Stakeholdersfor the different focus groups were identified by staff at
the Brookings Economic Development Corporation (BEDC). Staff from Community Partners
Research, Inc., served as moderators for the focus group sessions.

Focus groups were identified in the following categories:

Local housing agencies

Brookings City and Municipal Utilities staff
Regional Mayors

Private-sector housing contractors and devel opers
Local employers and industry representatives
Redltors

Lending institutions

Centra Brookings Neighborhood representatives
BEDC Housing Task Force

South Dakota State University students

v v v v v v v v v v

Private interviews were also conducted with people knowledgeabl e about housing and growth
issuesin the community. In some cases, these individuals were unable to participate in the focus
group sessions. In other cases, additional information was obtained following the focus groups.

The following pages contain a summary of some of the issues and topics that emerged through
the focus group discussions and individual interviews. In many cases, the various topics and
issues were discussed by multiple groups. In other cases, discussion may have been limited to a
single focus group or interviewee.

It isimportant to note that the issue summaries presented here often represent opinions or
perceptions that were expressed through the process. In some cases, conflicting information may
have emerged as multiple groups discussed asingle issue. We have attempted to reflect these
differencesin opinion in the issue summary.
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The focus group and interview comments have been organized into genera issues as follows:

v v v v v v v v v v v v v v v v v v

Focus Group and Interview Summary B

Philosophy on Affordable Housing
Affordable Residential Lots

Affordable New Ownership Housing
Affordable New Rental Housing
Development Capacity

General Rental Market Issues

General Ownership Market Issues

Consumer Expectations

Existing Homes Sales’Market Conditions
Government Policies Impacting Development
Public Rolein Housing

Mortgage and Financing Issues

Mobile Home Issues

Economic Development Issues

Employer Perspective

Student Rentals in Single Family Houses
Issues Affecting SDSU Students

The Role of Small Citiesin Addressing Affordable Housing
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Philosophy on Affordable Housing

>

Many of the City’ s manufacturing employers pay hourly wages between $11 and $15 per
hour - this trandlates into limited purchasing power for housing

Affordable housing should not always have ownership as agoal - for many low and
moderate income households, renting is a better option

Mobile home ownership is also viewed as a possible solution, although mobile homes
have limitations

One of the ways to increase supply of affordable housing isto promote trade-up housing
that turns over more affordable units - housing that is age-appropriate for seniors and
attractive to higher income people leads to rollover of older housing

Luxury rental segment has been successful recently, and this helpsto free-up less
expensive rental

Affordable Residential L ots

The availability of affordable lots for single family housing construction is a significant
issue for Brookings

The ability to produce affordable lots is directly linked to prices for undeveloped land - in
Brookings land prices can be as high as $20,000 per acre, compared to prices aslow as
$5,000 per acre in other communities, such as Aberdeen

Others counter that land can be found for $10,000 per acre

The ability to produce affordable lots is also impacted by development requirements that
exist in the City relating to public infrastructure, street widths, drainage plans and other
similar issues

High land prices result from multiple limitations that exist around Brookings, including
flood plain areas that cannot be developed, the limited amount of bare land that can be
served by gravity-fed sewer, large tracts of land owned by SDSU, and the belief that a
relatively small number of land owners have control over large tracts of the undevel oped
land that remains

The City’ s Comprehensive Plan has a devel opment schedule that extends to the year
2050, indicating that an adequate supply of land exists, but this does assume that forced-
sewer will be utilized and that unusable tracts will be leapfrogged as development
proceeds

Many new lots have covenants that require minimum square footage for the house - this
negates any chance for very affordable ownership

The issue of affordable residential |ots can be addressed in part by opportunities that may
exist in the small communities that surround Brookings, although costs of commuting
then impact lower income people

Infill lots that remain in existing neighborhoods and subdivisions can represent a very
affordable option - however, housing agencies have been active in using these lots and
the remaining supply is very limited
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Affordable New Ownership Housing

>

To attract workers for the City’ s moderate wage employment opportunities, it will be
important to continue the production of affordable ownership housing

Multiple groups are working on different approaches to generating affordable ownership
housing

While multiple approaches are being used, the scale of this activity is generally limited
by the resources that are available for development cost write-downs

Habitat for Humanity generally targets househol ds earning 30% to 50% of the County
median income level

Homes Are Possible Inc., (HAPI) has agoal of constructing houses for approximately
$110,000 and looks to serve households with incomes as low as $25,000

The area CAP agency utilizes the Rural Development self-help program, with agoal of
constructing six houses per year and targets households as low as 40% of the median
income level

Covenants on lots may limit affordable housing - example that Governors Homes could
not be used because covenants required more square feet for the house

City has never had much activity with modular houses - special subdivisions should be
created for thistype of housing

Affordable New Rental Housing

>

The most affordable rental housing stock, subsidized through State and Federal
assistance programs is one of the few segments of the rental market with some level of
vacancy - thisis primarily due to recent changes in the eligibility of students to occupy
subsidized units

The City’ s Housing Choice Voucher Program is underutilized - this again appears to be
the result of student eligibility changes

Households that are assisted through subsidized rental programs often have avery low
income, estimated to be $12,000 per year

Subsidized housing projects in the smaller communities around Brookings appear to
often have persistent vacancy problems

Federa low income housing tax credits are the primary subsidy program for affordable
rental, but students cannot occupy tax credit housing, so this resource has limited usein
Brookings

M Brookings Area Housing Study 120



Focus Group and Interview Summary B

Development Capacity

>

Brookings has local developers that are capable and willing to address housing
development needs

The major local developers are able to quickly develop land and projects as need dictates
- efficiency in development helps eliminate unnecessary costs that could result if an
oversupply of land or unitsis created

High costs associated with development limit developers willingness to develop more
lots or units than can be quickly absorbed by the market

The City has an increasing supply of nonprofit agencies that are willing to work on
affordable housing

The City is experiencing increasing interest from developers that are from outside the
immediate area but see market opportunities in the Brookings area

Perception exists that much of the undeveloped land in Brookingsis controlled by afew
owners and developers, which resultsin higher costs than in communities where thereis
more competition

City infrastructure and utilities are capable of sustaining future development - only
identified limitation isin water processing capacity

Hundreds of lots are available or are in the devel opment pipeline - these lots exist in
multiple subdivisions

General Rental Market | ssues

In general, the rental market is strong due to demand from growth, students and workers,
but significant differences exist in the arearental market

Luxury rental market is strong with waiting lists

Subsidized market has had recent changes due to student eligibility - HUD and Rural
Development have different rules, but both have tended to limit student eigibility in
recent years

Perception that vacancies exist in the senior assisted living segment of the market
Subsidized housing in smaller communities around Brookings often have significant
vacancy issues

Student demand leads to 12-month lease requirement, which creates a problem for some
renters - for example Daktronics has six month internships available but six month leases
aredifficult to find

SDSU has not been active in devel oping dormitories or other on-campus housing -
enrollment has grown much faster than housing

Different opinions exist about availability of R-3 land for multifamily housing - but R-3
land does exist, but the amount near the University is limited

An estimated 150 to 250 rental units are in the downtown area - mostly occupied by
students or younger renters

Possibility exists that downtown parking ramp may be constructed with housing above
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General Ownership Market | ssues

Strong demand exists, especialy for custom homes

Only limited speculative construction occurs - spec homes can stay on the market for
extended periods of time

Higher income, corporate headquarters and professional employees have the financial
ability to acquire housing - if they cannot locate a suitable house, they can have it built
Construction costs and land costs are the two biggest factorsin final price

The lowest priced lots are typically around $30,000 - one solution to lower lot costsisto
look for smaller lots or promote attached housing

Readltorsidentified 18 lots for less than $29,000, but the lowest price was $28,500
Development of residential lots has been strong - over 180 new lots were platted in 2006,
and 200 are in devel opment

To reduce construction costs buyers must be willing to accept less or use cheaper
materials - this has not been accepted in the market

Some fear exists that Brookings market will slow, as higher material costs and mortgage
interest rates will impact housing construction

Consumer Expectations

>

People expect affordable housing but do not expect to compromise on any amenities or
quality

Y ounger people expect a house that is equal to or better than their parents - do not want
to accept a“ starter home”

“fixer-uppers’ are harder to sell - few buyers want to take on a house that needs work - as
aresult, the best use for some older single family houses may be as student rental's

Y oung professionals want to upgrade their housing as their income improves - if it is not
available in Brookings then they will leave the community

Many young people focus on careersfirst, and families later - this results in demand for
housing that is maintenance free

Thereis evidence that smaller houses and attached housing options will sell easily in this
market, if priced right

Existing Home SalessM arket Conditions

Home pricesin Brookings have increased steadily in recent years

Sales prices never retreat - some years the prices may be relatively stable, but most years
thereis appreciation

Nearly all Realtors have had examples of listings that sell for more than the listing price
Existing houses that are priced in amanner that is consistent with new construction costs
are not subject to price declines

The average listing period for most existing homesis 30 days or less

M Brookings Area Housing Study 122



Focus Group and Interview Summary B

Government Policies Impacting Development

>

Some debate exists about density issues for housing development - organizations like
Habitat for Humanity are prepared to develop as many as 5.5 housing units per acre,
compared to the prevailing standard in Brookings of no more than 4 units per acre

Tax Increment Financing (TIF) has not been used to assist housing developmentsin
Brookings, and only limited TIF usage has been applied to commercia/industrial
development

Minimum street width requirements were atopical issue at the time of the focus group
meetings as the City Council had been actively discussing a proposed devel opment with
narrower streets

City appears to be more willing to compromise on issues such as greater density, but
unwilling to compromise on items that are viewed as impacting public safety, i.e.,
sidewalk requirement

Land developers pay for infrastructure costs at time of development - in some
communities the City bonds for these costs in affordable housing projects

Perception exists that Brookings and Sioux Falls compete for development, but that
Sioux Fallsis more “developer friendly”

Property taxes are perceived as being high in Brookings - in some communities property
taxes may be deferred for a set period of time for affordable housing projects

Aberdeen hasin place a program that defers City fees and charges until the point of sale
for qualified affordable housing - a program also exists that provides construction
financing for affordable speculative construction - similar programs may be available
through SDHDA

An active group of nonprofit agencies exists that can produce affordable housing but is
often limited by staff capacity issues - City financial support of nonprofit staff could
generate additional affordable housing

Developers often view many City requirements as overly expensive - items such as
required drainage plans are an example of controversial issues

City staff stress the importance of development regulations to promote a safe and
desirable community - for example, flood plain and drainage issues impact the City and
must be addressed as part of the development process

Drainage plan requirements may provide Citywide benefits, and some of the cost should
be shared through City tax base, not placed solely on devel oper

City’ s Boarding House Ordinance may need to be revisited with focus on the density
impact it creates

Possible City moratorium on change in use for structures after sale - if residences could
not be converted to boarding houses for a certain period of time, it would lower the
incentive to convert

Enforcement of existing City ordinances is aso important in student neighborhoods -
snow removal, clutter, off-street parking, garbage removal, etc.

Some college towns tie rental license to ordinance violations - gives the City greater
clout when dealing with landlords
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County zoning places strict limits on rural housing devel opment around Brookings -
some argue that |oosened restrictions would generate more construction outside of City
limits to serve higher income people

City aready has extra-jurisdictiona planning power to prevent poorly planned
development around City limits - makes for future annexation that is compatible and less
costly

Public Rolein Housing

>

Many in private sector believe that public agencies should stay out of housing - thisisa
private sector issue

Public involvement should be limited to subsidies to private projects - TIF, infrastructure
assistance, help with drainage plans, etc.

Publicly-owned market rate rental housing project in Volgais being challenged in court
by a private property devel oper/manager

Nonprofits believe that they can address affordable housing needs, and could add
capacity with public financial assistance

Possibility that local down payment assistance pool could be created - community has
had past success with fund-raising efforts that serve public purposes

City has been active in offering incentives for business expansion, but has never been
active in offering housing incentives

Public-private partnerships would be favored over public attempts to address affordable
housing

Affordable housing set-aside requirements may be workable given the strength of the
Brookings development market

Mortgage and Financing | ssues

>

Local lenders have affordable products through State of South Dakota, Rural
Development and internal bank programsin larger banks

Purchase/rehabilitation package loans are difficult to make - owners need some level of
equity in the home

Available mortgage products include programs with no down payment requirement
Area lending community did not view home buyer education programs as abig issue -
people with ajob and modest savings have mortgage products available to them
Reverse mortgages are being used in Brookings

Sub-prime mortgage problems were not viewed as a significant issue in Brookings
Foreclosures were not viewed as asignificant issue in the area
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M obile Home | ssues

Brookings has alarge inventory of mobile homes and mobile home parks

While providing affordable housing, mobile homes |ose equity rather than build equity
for owners

Too many mobile homes arein poor condition and should be replaced

Some occupied mobile homes are viewed as unsuitable for occupancy

The Housing Choice Voucher Program is being actively used by renter householdsin
mobile homes - at the time of the focus group there were 35 mobile homesin the
Voucher Program

While Brookings has a large number of mobile homes, modular housing has not been
used - many other South Dakota Cities have used modular housing products to offer more
affordable ownership

At least two mobile home parks are planning to expand their capacity

Economic Development |Issues

>

Many of the jobs being created in Brookings have moderate wages, and moderately
priced housing options are needed to attract new workers to these jobs

The inability to attract manufacturing employees to the community has resulted in
expansions being lost to other communities, such as Daktronics expansions in Sioux Falls
and Redwood Falls

The low unemployment rate and the shortage of younger workersin the immediate area
will potentially require the City to recruit from national and international destinations to
acquire aworkforce

Many of the jobs in Brookings are suitable for students seeking part-time employment
while attending school, but historically Brookings has not had opportunities to keep
students after they graduate

The planned technology/research park would create jobs that could help the City retain
more students after graduation

The City has successfully raised more than $4 million for economic development -
similar approach could be attempted with housing

Employer Perspective

Many large employers tend to have stable, long-term employee base

Industries recogni ze the aging existing workforce - but most do not expect major
turnover for 10 to 15 years

Daktronics and 3M are two large employers that have been looking to hire a significant
number of new employees in recent past
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Some local employers have diversified their operations to other communities - thiswas
generally done for business reasons, such as stabilizing distribution networks, but
employment stability was also afactor

Daktronics has expanded in Sioux Falls and Redwood Falls for production - near-term
growth in Brookings will be oriented to professional employees, not manufacturing

The Daktronics expansion was very rapid - the company may have doubled in size within
two years - and this contributed to the shortage of workersin Brookings

Most Brookings area manufacturing jobs have wages between $11 and $15 per hour - to
attract new workersin thisincome range requires an expansion of very affordable
ownership options

Rainbow Play Systems has recruited workers from other States in the past - but an
attempt to attract workers from Texas was largely unsuccessful, as most workers had | eft
within afew years

Professional/corporate head quarters’ employees can have short-term housing issues
when they arrive - but generally have sufficient incomes to buy or build suitable housing
Employer involvement in housing has not been attempted, and probably would not be
appropriate for publicly-held companies

Individual corporations have been indirectly involved in housing - Larson makes
significant contributions to Habitat for Humanity

While corporate involvement in housing has not been done, individua contributions for
officers and company founders are more feasible

Daktronics actively works with SDSU studentsin “preferred mgjors’ - part-time work
during school year can lead to permanent employment

Retaining younger workers can be a challenge - Brookingsis a“family friendly”
community for younger workers, but not an attractive location for younger singles

The City can assist area employers through affordable housing development, commercial
development that appeals to younger people, transportation planning that eases
congestion, and keeping the community an attractive placeto live

Student Rentalsin Single Family Houses

>

Older, less expensive single family homes are attractive to investors looking to serve
student renters

Parents of students can also be active in this segment of the market - own the house while
children are in college and then sell for a profit

Student populations once were located close to campus, but over time, the student renter
population has spread throughout the City where affordable single family homes exist
While student rental houses are viewed as necessary, there is some desire in the
community that this be contained to an areaimmediately around the campus - however,
the counter view as that this would result in greater concentrations of students and more
issues in those neighborhoods

Perception that neighborhood conditions are deteriorating in the City’ s core
neighborhoods as student housing demand impacts older homes
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> Perception that enrollment at SDSU has grown much faster in recent years than the
supply of on-campus housing, creating greater demands on private housing market

> Competition exists between landlords and first time home buyers for older, lower-priced
single family homes

> First time home buyer assistance programs generally require an inspection of the unit -

this complication does not exist when rental investors are aso trying to buy the unit - this
results in a competitive disadvantage for potential home owners

> Some reports that SD Housing Development Agency was dropping inspection
requirement in response to difficulties it creates - but this was disputed by others

> City has put in place arental inspection program due in part to student renters - but this
program has not been able to meet the inspection goal of viewing each unit once every
three years

> City has in place an ordinance that prevents more than three unrelated individuals living
together - but this ordinance is very difficult to successfully enforce

> Other Cities, including Sioux Falls, may have an ordinance governing more than three
unrelated individuals in ahousehold, and may have different experiences with
enforcement

> Students are proposing their own rating system for properties and landlords - this system

could help to regul ate problem properties

| ssues Affecting SDSU Students

> Parking is an issue for rental housing in neighborhoods surrounding the University

> Freshman and sophomores are required to live on campus - total on-campus population is
3,200

> SDSU’ S newest dorm, Caldwell Hall, is apartment-style and is very popular

> Housing strategic plan includes housing for up to 400 additional students on-campus

> Students stated that there are many rental units that are in a substandard condition and are
not up to code and that codes are not being enforced

> Students feel that the three students per housing unit ordinance is not fair, difficult to
enforce and is not being enforced

> Students are creating a process that will rate the quality of off campus housing utilizing a

set of criteria- thisinformation will be available to students seeking off campus housing
- the desired result is more quality, safe housing

> Many landlords do keep up their rental units and are responsive to their tenants

> Some students stated that there is a need for more boarding houses

> Students are concerned that the number of students in neighborhoods adjacent to the
University will be limited

> Some parents are buying homes in Brookings for their children to live in while they are
students

M Brookings Area Housing Study 127



Focus Group and Interview Summary B

The Role of Small Citiesin Providing Affordable Housing

>

The small Citiesin Brookings County, plus Arlington and Estelline just outside the
County borders are viewed as very important for providing housing for the region

Many of the small Cities have found a market niche in providing more affordable
housing options

While more affordable, most small City subdivisions still have covenants that dictate the
size of the house - in some cases these covenants are more restrictive than in Brookings
Affordable rental housing projects can struggle with vacancy issues, especially projects
that are farther removed from Brookings

Renta housing in Volga, which serves as a primary bedroom community to Brookings, is
more viable

Higher gas prices are perceived as impacting the desirability of the smaller Cities as
commuting locations for people employed in Brookings

While the small Cities are an important resource for future housing development, most of
the small communities are also concerned about maintaining controlled and orderly
patterns of growth

Aurorais well-located to provide housing for Daktronics employees, but barriers aso
exist, including no school in the City and limited City staff to facilitate devel opment
issues

Two large devel opers from outside the area have been looking at Aurora as possible
location for building affordable homes

Aurorais served by Brookings water system
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Affordable Housing Development Strategies

Like most growing areas, the City of Brookings and the surrounding small communities are
active in their attempts to expand the supply of affordable ownership housing. Older, existing
homes have generally represented the single best opportunity for affordable ownership, but the
supply of these housesisfixed. As household growth continues to occur, more emphasis has
been placed on new construction to meet demand.

In the City of Brookings, employment growth has been very strong in recent decades. The area
unemployment rate has been very low for many years, and to fill available jobs, it is becoming
increasingly necessary to attract new workersto the area. Y et attracting and retaining new
workers requires a supply of housing that is both affordable and desirable. The City of
Brookings and area communities have been exploring different options to expand the inventory
of affordable ownership housing. This section attempts to discuss some of the factors that can
impact housing costs.

Most of the research for this section has been done by the Greater Minnesota Housing Fund,
through their Building Better Neighborhoods Program. The Greater Minnesota Housing Fund
(GMHF) is anonprofit organization that was created in 1996 and is committed to increasing the
supply of affordable housing throughout Greater Minnesota. Their area of operation is outside
of the Minneapolis-St. Paul Metropolitan Area. GMHF has been active is assisting communities
in western and southwestern Minnesota, including the Cities of Marshall and Pipestone. The
organization’s research into housing and land development costs is applicable to communitiesin
eastern South Dakota, and represents some of the best available information on efforts to reduce
the costs associated with ownership housing.

Major Areasof Cost for Housing Development

The GMHF research identifies five major expense categories that need to be addressed with
affordable housing development, as follows:

Site Selection

Lots

Streets

Homes

Landscape Systems

v v v v v

The summary of their research will be provided by each cost area, with discussion on the
applicability to new construction in Brookings.
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Site Selection

Site selection includes identifying and securing the land that is necessary for affordable housing
development. To help keep costs low, the following three strategies are recommended:

>

Assess Housing Needs - Select asite that is the appropriate size to accommodate
anticipated housing needs and housing types

Evaluate Site Conditions - Select asite that is reasonably priced and suitable for
residential development.

Consider I nfrastructure Connections - Select a site that can be easily and economically
connected to existing infrastructure and streets.

Applicability to Development in Brookings. Based on the research completed with focus
groups and construction industry representatives, site selection isamajor issue for affordable
new construction in Brookings. Among the issues identified are:

>

Relatively high costsfor land - The general belief isthat land costs in Brookings tend to
be higher than in most comparably sized South Dakota communities. Initial reports were
that land suitable for residential devel opment was selling for $20,000 per acre, although
some later reports indicated that land for $10,000 per acre could be found within the City
limits.

Potential for high land development costs - Brookings has a significant amount of land
within the City limits, but not all of thisland is suitable for devel opment, or economical
to develop. Among the complications are flood plain areas, significant tracts of land that
are owned by SDSU and cannot be developed for housing, and land that will require
forced sewer mains, rather than gravity feed for future development. The combination of
these factors can be a detriment to compact, orderly development, as some tracts of land
must be “leapfrogged”, resulting in higher costs for infrastructure.

Control over available land - Thereis a perception in the community that afew land
owners have ownership or development control over much of the desirable land within
the City limits. Thisis believed to be a contributing factor to above-average costs for
land purchase.

Possible Action

To address the availability of land for affordable housing development, there are potential ways
for public involvement, including the following:

>

Public subsidies for development - Land that can only be served by sewer lift stations
will be more costly to develop. It would be possible for the City to spread these
additional costs across the general tax base, rather than charging these costs back to the
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benefitting developments. This would create additional options for development in land
that should be less costly to acquire.

Affordable housing set-asides - Some communities have placed requirements on
developers that designate that a certain percentage of lots or housing unitsin new
developments are to be priced at or below an affordable housing threshold. In these
projects, the buyers of the market rate units essentially subsidized a percentage of the
units, which can be sold at bel ow-market prices. Under this approach, an affordable site
does not need to be found, but rather 10% to 20% of all developments are dedicated to
more affordable housing.

Public or nonprofit developed subdivisions - In many communities, a public agency or a
nonprofit agency has become actively involved in devel oping residential subdivisions.
Under this approach, a profit-motive can be removed from the development, and lots can
be sold for alower price. In Brookings, this approach is dready being considered, as the
Home Ownership Assistance Program, Inc., (HOAP) is actively looking for residential
devel opment opportunities.
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L ots

According to Greater Minnesota Housing Fund research, planning modest-sized lots is the most
significant cost-reduction strategy for new home construction. Smaller lotsin compact
neighborhoods will reduce the initial and long-term costs of land and infrastructure.

Based on GMHF research in Minnesota communities, they believe that areduction in lot width
from 80 front feet to 50 front feet can reduce the lot cost by 30% to 40%.

Applicability to Development in Brookings:

Based on our research, there are some opportunities for lowering housing costs through lot size
reduction, but Brookings is already prepared to allow thistype of devel opment.

> Brookings already allows 50 foot lots - The current residentia standards in Brookings
will alow for lot widths of 50 feet and total lot area of 6,000 square feet. The Valley
View development project, which is being planned in 2007, will utilize 50 x 120 foot lots
to achieve more affordable devel opment.

> Attached Housing - Developers indicated that younger buyers looking for home
ownership will consider an attached single family unit, such as a twin home or town
house. This style of construction can reduce the lot development costs. Local Realtors
stated that many younger professionals are looking for lower maintenance
responsibilities, which could also be met through attached housing devel opments that
offer an ownership association. Some of the housing developers believe that attached
housing will grow in market share as away to reduce the purchase price for new units.

Possible Action

Private devel opers are already attempting to reduce development costs through lot price
reductions, and specific public action may not be necessary. However, the following approaches
have been successfully used in other communities:

> Promote mixed income neighborhoods - The Greater Minnesota Housing Fund promotes
mixed income projects as away to add value to affordable housing projects. Under this
approach, smaller lots are randomly dispersed in larger lot subdivisions. While still
achieving some greater density with some smaller lots, the neighborhood is not as
compact as a subdivision that only includes small lots. Thistype of neighborhood can
also have agood mix of house styles and types, which can be constructed on larger lots.

> Density bonuses for set-aside projects - Communities that have used affordable housing
set-aside requirements will often provide incentives to developers by offering additional
density bonuses in the project. This may include a greater number of |ots per acre, or the
ability to add more multifamily or attached housing in the project.
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Streets

The Greater Minnesota Housing Fund’ s research identifies street layout as away to significantly
reduce development costs, yet still enhancing the appearance of the neighborhood. Their
identified strategies to reduce costs are as follows:

> Plan efficient streets and infrastructure - Lay out streets efficiently to reduce total
length of streets and associated infrastructure.

> Street width - Create streets of appropriate widths to accommodate all anticipated uses
and traffic volumes.

Applicability to Development in Brookings:

During the course of research for this Study, street widths were atopic generating significant
discussion and debate in the community. An affordable housing development project was
requesting City approva to construct a subdivision with 25 feet wide streets with one-way
traffic. Thisdevelopment also wanted to eliminate sidewalks. The City Council voted to require
31 foot streets, two-way traffic and required sidewalks to be added to the devel opment.

> GMHF supports narrower street widthsto reduce infrastructure costs - The research by
the GMHF indicates that the combination of street widths and street layout can
significantly reduce costs. It istheir belief that many developments have wider streets
than would be required for aresidential neighborhood. They have assisted a project in
Marshall that achieved a cost savings of $100,000 through changes in layout and street
widths.

> GMHF recommends a minimum street width of 28 feet - GMHF recommends a
minimum street width of 28 feet for one-sided parking, and a minimum width of 34 feet
for two-sided parking. This represents one more opinion in the debate over the
appropriate standard for the community.

Possible Action

> Revisit discussion on street widths and sidewalks - The Brookings City Council was
required to actively research and debate the issue of street widths and layout in response
to aproposed project. The decision was to retain the current community standard. The
opinion of the Greater Minnesota Housing Fund would appear to offer apossible
compromise for future projects, as the GMHF recommendation (for one-sided parking)
appearsto fall midway between the 25-foot width proposed by a developer and the 31-
foot width required by the City. Further research on thisissue could be completed before
additional affordable projects are designed or proposed.

> Examine other Cities for models - The Best Practices section of this Study contains
additional information on residential street widths that was collected from other Citiesin
theregion. These other models could be examined for applicability to Brookings.
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Homes

The Greater Minnesota Housing Fund uses the term “homes” to discuss cost and design issues
related to actua unit construction, including floor plans, volume, and builder experience. These
items encompass the largest segment of cost for new housing. Their identified cost reduction
strategies include:

>

Select economical home plans - Select home plans that are economical to build.

I nclude expansion space - Select home plans that include unfinished living space for
future expansion.

Match home with lot size - Select home plans that fit on modest-sized lots and can be
placed to reduce infrastructure.

Build in volume - Utilize volume building to get a“quantity discount” that lowers the
cost per home.

Use value engineering - Maximize the efficient use of materials and labor to reduce
construction costs.

Applicability to Development in Brookings:

>

Brookings has an experienced private development community - The research for this
Study found a well-established development capacity that islocally based. With strong
housing unit construction activity in the City, especially over the last five years, the
number of developers and home buildersin Brookings has expanded. While some of the
largest developers have not tended to focus on very affordable houses, thereis also an
active group that is building for this segment of the market. During the course of
research for this Study, the Valley View project was being planned to specifically address
many of the cost saving strategies identified in this section.

Brookingsisreceiving increased interest from nonprofit developers - The City has an
active group of nonprofit devel opers that address aff ordable home ownership, including
Habitat for Humanity and Inter-Lakes Community Action Agency. While these
organizations have utilized many of the cost saving measures identified by GMHF, they
have limited capacity, and have not generated a large volume of homes. At the time of
this Study, the Home Ownership Assistance Program (HOAP) was becoming more active
in Brookings. This group has been able to achieve larger volume development of
affordable housing in Aberdeen and plansto replicate this approach in Brookings.

The Brookings area isreceiving increased interest from private developers from
outside the area - With a strong local economy and a strong housing market, it appears
that Brookings may see future activity from private developers and builders from the
larger region. During the focus group sessions it was mentioned that at least two
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developers from Sioux Falls were looking for opportunitiesin theimmediate area. These
developers have successful past historiesin larger-scale affordable housing projects.

Possible Action

With both private and nonprofit devel opment capacities present in the community, the
opportunities for action are limited with housing that is built on-site. However, there may be
other opportunities related to reducing construction costs for housing that is built off-site.

> Use of modular home products - During focus group discussions there were comments
that modular, or factory-built housing was not being actively used as a housing option in
Brookings. A review of building permit activity for 2007 showed only one modular
home being placed in the City. Other communities, including Watertown and Elkton
were identified as having a greater volume of modular housing, and using this type of
housing to lower ownership costs. Itisnot clear if the lack of modular housing is market
driven or if there are barriers to using this product. For example, during the focus groups
numerous references were made to covenants in existing subdivisions. It is possible that
modular home products are not accepted for use in some subdivisions.

> Use of Governor’s Houses - The Governor’ s House Program provides avery affordable
home that is constructed off-site and moved into the community. The house may be
priced as low as $33,000. After being moved and placed on a permanent foundation, a
cost less than $70,000 has been achievable in some communities. This product has been
used very rarely in Brookings or the Brookings area. Statewide, more than 1,600
Governor’s Houses have been placed. The lack of use in Brookings may be dueto land
costs, restrictive covenants and/or general market conditions, but thiswould be a
resource for the future. In Aberdeen, where this product has been used extensively, the
HAPI subdivision was a popular location. A possible HOAP subdivision in Brookings
may help to expand the use of this housing product.
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L andscape Systems

The fifth major consideration for affordable housing devel opment identified by the Greater
Minnesota Housing Fund is related to landscape systems. While thisistied to the individual lot,
itisaso related to the overall attractiveness of affordable housing developments. GMHF
believes that with careful site design and the use of value-added components, affordable housing
developments can be attractive, connected neighborhoods. Their identified cost reduction
strategies include:

> I ncorporate Natural Controls - Use landscape elements as dternatives to costly
infrastructure.

Applicability to Development in Brookings

Landscape systems will generally be site-specific items that will incorporate the unique features
of the subdivision and theindividual lot. Brookingsisvery interested in maintaining its
reputation as an attractive, family-friendly community. New affordable housing developments
that can add-value through attractive landscape designs will be a benefit to the community.

> Look for open space opportunities with natural features and views - According to the
focus group meetings, there are large tracts of land within the City that are designated as
flood plain. These areas would generally be unsuitable for development, unless extensive
mitigation efforts were made. The flood plain land, while unsuitable for devel opment,
may provide for affordable housing devel opments that have open space, which could be
minimally developed with walking trails or other treatments suitable for open space.
Undeveloped flood plain areas could aso be enhanced through the use of water retention
ponds or similar features that could add value to the surrounding housing.

Possible Action

Landscape and design elements will largely be dependent upon the creativity of the developer.
The City could encourage added attention to landscaping, especially in those devel opments that
receive some form of public assistance or development subsidy.

Besides adding value to residential subdivisions due to attractiveness, landscape systems can
also have very practical benefits such as shade trees impacting energy consumption, and wind
screens affecting blowing snow and drifting.
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“Best Practices’ in Affordable Single Family Housing

The Brookings Economic Development Corporation isinterested in collecting “ best practices’
information on affordable housing development in other jurisdictions. This section presents the
findings of our research in other communitiesin the region. Information was obtained from the
following cities, nonprofit organizations, agencies, and private companies:

Greater Minnesota Housing Fund, St. Paul, MN
Minnesota Housing Finance Agency

First Homes Program, Rochester, MN

South Dakota Housing Development Authority
City of Sioux Falls Planning Department

City of Stillwater (MN) Planning Department
City of Ankeny (1A) Planning Department

City of Omaha (NE) Planning Department

City of Omaha (NE) Community Development and Housing Department
Putnam Planning & Design, Hudson, WI

New Hampshire Housing Finance Agency
Fargo Housing Authority (ND)

v v v v v v v v v v v v

The “best practices’ section provides findings on the following topics:

Model for Community Involvement in Affordable Housing Devel opment
Model of Design Criteriafor Affordable Single Family Homes

Models of Affordable Single Family Home Designs

Models of Successful Subdivision Design

Model of Lease-to-Purchase Subdivision

“New Urbanism” Approaches to Neighborhood Devel opment

Model of Manufactured Home Initiatives

Various Standards for Street Width

v v v v v v v v

We focused our research on the four states that immediately border with eastern South Dakota.
While we did review information from some other states, there were often significant difference
in architectura style and housing unit density that did not seem appropriate for the City of
Brookings.

In Minnesota, much of the available information that exists for affordable single family housing
development is from research that has been done by the Greater Minnesota Housing Fund. This
nonprofit organization is somewhat unique in the Midwest region of the U.S. Attemptsto find a
similar entity in the neighboring states of North Dakota, lowa and Nebraska were unsuccessful.
As aresult, the research into design criteria and development ideas from GMHF seems to be the
most applicable to the style of construction that would be compatible with the City of Brookings.
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M odel for Community I nvolvement in Affordable Housing Development

The City of Rochester, MN, is home to the Mayo Clinic, as well as anumber of other large
employers. In the late 1990s, the City became concerned about a housing shortage that existed
in theimmediate area. The First Homes Program was developed in response to the area’ s
housing needs. First Homesis a housing initiative designed to promote the creation of
workforce housing in and around the City of Rochester, MN. First Homesis closaly linked to
the Greater Minnesota Housing Fund (GMHF), and some of the funding for the buyer subsidy
programsis provided by GMHF. While GMHF makes statewide efforts in Minnesota to
promote affordable housing construction, First Homesisalocal effort that is more applicable to
possible locally based efforts in the Brookings area.

The First Homes website, at www.firsthomes.org, describes the initiative as follows:

The Rochester Area Foundation's First Homes initiative was launched in 1999 as an
effort to alleviate a severe housing shortage by creating 875 housing units for working
families in a 30-mile radius of Rochester.

First Homesis a public-private collaborative to build 600 single-family homes and 275
rental townhomes over a five-year span. It was kicked off with pledges of $1 million from
the Rochester Area Foundation and $4 million from Mayo Clinic.

Partnering with First Homes are area residents, lenders, state agencies, other
foundations, cities and counties, builders, organizations, regional authorities and
professional groups.

Including the initial leadership gifts from the Rochester Area Foundation and Mayo
Clinic, more than $14 million in pledges has been received from community residents,
businesses and organizations.

With community firmly behind the project, First Homes has been able to realize major
investments from state, federal and private charitable sources. The Greater Minnesota
Housing Fund and the Minnesota Housing Finance Agency have partnered with First
Homes in offering guidance and experience.

Local governments have played an important role in First Homes' success, too. The
leadership of public officials in Rochester and nearby communities has enabled the
leveraging of additional community resources in tax increment financing and other

incentives.

Snce 1999, $14 million has been raised, which has helped leverage an additional $115

million in additional donations and funds from other agenciesto assist income-qualified
home buyer s purchase starter homes. Additionally we have had many individual donors
that have contributed to First Homes.

First Homesiswell on it way toward its goal of 875 new residences. Snce funding kicked
off in 2000, mor e than 650 new residences have been built with First Homes' funds. The
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total includes more than 420 new single family homes and more than 225 new bel ow-
mar ket-rate rental units. Of those single-family totals, more than four dozen are
community land trust properties.

The First Homes project for new single family housing construction helped home buyersin two
primary ways. First, the Program worked closely with specific, qualified devel opersto build
quality homes at more affordable prices. Second, First Homes a so offered home buyers
financial assistance to reduce monthly mortgage payments, making home ownership affordable
to families on alimited budget.

Financial assistance was available to individuals and families that met certain maximum and
minimum income reguirements based on family size. The income limits by family size were
based on 80% of the statewide estimated median income level. The assistance was provided as a
“gap loan”, which was a low-interest deferred loan that allowed homeowners to have a smaller
primary mortgage. This kept the monthly mortgage payments manageable for households with
limited incomes. Gap loans are repaid when the home is sold.

Much of the success of the First Homes initiative was due to the fact that home buyers were
receiving an up-front financial discount at the time of purchase. The gap |oan assistance
effectively lowered the home purchase price by $15,000 or more, with repayment of this subsidy
deferred until apoint in the future. While cost-saving measures were also applied to other
aspects of home development, it was primarily the financial assistance to the end buyers that
helped to generate the high level of interest in the program. Asthe Program proceeded, the
amount of gap assistance was lowered to $7,500, and the initiative shifted from individual home
ownership to the land trust model. While land trust housing devel opment is much more
complicated, and possibly more expensiveinitially, it does help to assure that the housing
created maintains alonger-term level of affordability, by capping the owners' equity capture at
the time of resale.

The Brookings area does have demonstrated success in raising funds for different community
initiatives. A locally-generated fund could potentially be created to replicate the First Homes
model in the Brookings Area.
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M odel of Design Criteriafor Affordable Single Family Homes

While the City of Brookingsis very interested in expanding the supply of affordable home
ownership options, the community does not want to compromise the quality and attractiveness of
its neighborhoods. The First Homes Program was also cognizant of the need to develop
attractive houses and neighborhoods.

First Homes did not provide any model floor plans for single family homes. Instead, individual
builders supplied the home designs. However, First Homes did put in place some design criteria,
including the following standards, to help assure that quality homes were constructed. The
design criteria were partly based on those devel oped by the Greater Minnesota Housing Fund.

>

The overall street scene of the Development shall be arranged to ensure that identical
Dwellings or similar colored Dwellings are not adjacent to and do not align directly
across the street from each other. Floor plans for the Dwellings in the Devel opment must
be varied and reversed to avoid repetitive elevations aong the street scene.

Homes that are located on Lots that do not abut alleys and which use side-attached
garages, the garage must be set back from the front facade of the Home. Front attached
garages are not allowed.

The Developer shall create Home Plans for the Homes that minimize the visible impact
of garages constructed in connection with the Homes.

The Developer shall avoid using large flat wall planes on the Homes; instead using deep
set windows and doors, and trim work which varies from the main color or siding style of
the Home.

Front doors on the Homes must be enhanced with windows, raised panels, transom
windows above or beside the doors, double or 8' tall doors, or other similar decorative
treatments.

The entry of the Homes shall be articulated as afocal point of the front el evation through
the appropriate use of roof elements, columns, porches, pilasters, urns, windows, or other
architectural features.

All Homes shall be designed to be sensitive to and compatible with the surrounding
Dwellings with respect to architectural style, massing, proportion, scale, materials,
colors, textures, building orientation, garage and driveway placement, building height,
mass, roof pitch and air conditioning, utility meter, and chimney locations.

Home Plans shall be developed to enhance the appearance of the Dwelling from the
Street.

Details such as vegetation, porch design, shutters, color and window treatments shall be
used to enhance the Dwelling' s appearance. The Architectural Review Committee
(ARC) shall review and approve all Home Plans, landscape plans and exterior detailing.
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> The ARC must review and approve al siding and trim colors and treatments for
the Homes prior to Developer’ s application for a building permit. The Devel oper
shall provide amix of Home colors within the Development.

> Each Home shall contain at least four colors, including the colors of the roof, the
main siding, accent siding, and the trim. The roof color shall be considered a
color only if it isacolor other than black or grey. Of the four colors, at least one
must be arich color.

> All accessory structures are to conform to the colors selected for the Home on the
same Lot.
> Exterior trim shall consist of shutters or window wrapping, and other detail to the

approva of the ARC.

Unless otherwise approved by the ARC, the Developer must have at least $500
landscaping budget for foundation plantings for each Dwelling. Minimum landscaping
requirements are as follows: a seeded yard and one ornamental tree in the front yard, not
including boulevard trees.
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M odels of Single Family Home Designs

There are multiple approaches to construction designs for affordable single family homes. In
some cases, such as the First Homes Program in Rochester, MN, there were no specified design
plans. Instead, individual home builders were allowed to deign the homes that met the basic
design criteria of the Program.

In other cases, specific designs have been devel oped, as follows:

South Dakota Housing Development Authority - In the mid-1990s, the South Dakota Housing
Development Authority constructed four single family housesin Pierre as a demonstration
project. The houses were split level with 884 finished square feet on the upper level and 884
unfinished square feet on the lower level. There were two bedrooms and one bath on the upper
level, with the potential for two additional bedrooms and a roughed-in bathroom on the lower
level. The houses had atwo car attached garage, and adeck. The house designs were based on
research by SDHDA that showed that these plans were the most economical to build for the
climatein the State. The South Dakota Housing Authority made these floor plans available for
other agencies and buildersto use. According to SDHDA staff, the home plans were distributed
to private builders and to communities, but no further demonstration projects were devel oped.
In recent years, the Governor’s House program has been used as a means for generating more
affordable ownership housing units.

Homes Are Possible, Inc. (HAPI) - HAPI is anon-profit devel oper that has constructed
affordable houses and subdivisionsin Aberdeen. Their subdivisionsin Aberdeen utilized Tax
Increment Financing assistance to help pay for infrastructure development costs.

Thisisa 960 square foot Governor’s House that
was built into asplit level, with atwo stall
attached garage. It has two bedrooms, kitchen,
living room and bathroom on the main floor and
two bedrooms, laundry, bathroom and a family
room in the lower level. Thismodel is selling for
$134,000 in Aberdeen, and is the most popular
home style.
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Greater Minnesota Housing Fund - The Greater Minnesota Housing Fund has devel oped
detailed floor plans and construction drawings for at least five different affordable homes. The
designs are for the following home types:

Split entry home with two bedrooms and one
bathroom, and arear attached garage - 912 sqg. ft. per
level

Split level home with two bedrooms and one
bathroom, and arear attached garage - 944 sg. ft. on
the main level and 438 sq. ft. on the lower level

Split entry home with two bedrooms and one
bathroom, and arear attached garage - 940 sq. ft. per
level

Two story house with three bedrooms and 1 %2
bathrooms, and arear attached garage - 640 sg. ft. per
level

Two story craftsman style house with three bedrooms
and 1% bathrooms, and arear attached garage - 666
sq. ft. per level
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A complete set on construction drawings for these homes can be down loaded from:
www.gmhf.com/programs/bbn/default.htm

According to GMHF staff, split entry, split level and two story designs that have multiple
bedrooms on a single floor have proved to be the most popular designs with younger buyers.
Families with children are generally reluctant to purchase a home that would require children to
deep on adifferent level of the house than the parents. These houses a so tend to offer more
usable square feet of space for younger families.
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Three Rivers Community Action Agency - This nonprofit housing agency has been an active
builder for the First Homes Program in the Rochester area. They have constructed a variety of
different home styles, but have had success with some of the larger split level homes, as shown
below, that have approximately 1,100 square feet of space on each level.

This houseis a split-entry home with approximately
1,100 sg. ft. per floor. Typical construction would
have an unfinished lower level. The upper level
contains two bedrooms and one bathroom.

Estimated construction cost in 2007 is $125,000,
including appliances, sod and afew small trees.

Two-story house with approximately 600 sg. ft. per
floor above grade, and a 600 sg. ft. unfinished
basement. This house has three bedrooms and 1 %2
bathrooms.

Estimated construction cost in 2007 is $125,000,
including appliances, sod and afew small trees.

This house is a split-entry home with approximately
1,000 sq. ft. per floor. Typical construction would
have an unfinished lower level. The upper level
contains two bedrooms and one bathroom.

Estimated construction cost in 2007 is $121,000,
including appliances, sod and afew small trees.

This two-story house has been designed for narrow
lot applications. The structureis 30 feet wide,
allowing 10 foot side-yard setbacks on a 50 foot |ot.
The house contains three bedrooms and 1 %2
bathrooms. The garage is one car wide, but two
cars deep.

Estimated construction cost in 2007 is $128,000,
including appliances, sod and afew small trees.
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The houses constructed by Three Rivers Community Action have been part of the First Home
Program in Rochester. Asaresult, they have typically benefitted from Tax Increment Financing
assistance that is part of that Program. The total estimated devel opment cost for these homes,
including land, is between $166,000 and $171,000. The TIF assistance lowers the sales prices
by $10,000 to $15,000 per home. Buyers have then been able to qualify for as much as $15,000
in gap financing, effectively lowering the fina purchase price to approximately $140,000 to
$145,000.

Most of the home designs used by Three Rivers Community Action have been derived from
plans devel oped by the Greater Minnesota Housing Fund. However, these plans generdly
reflect older versions of plans from GMHF. The current GMHF plans, provided above,
generaly have less livable square footage, in an attempt to lower the construction cost. Three
Rivers has continued to build the older floor plans, in response to consumer demand for larger
houses.
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Southwest Minnesota Housing Partner ship - SWMHP is a nonprofit housing agency that
works on housing issues in alarge geographic area in southwestern Minnesota, including
Minnesota Counties that border with Brookings County. SWMHP has constructed affordable
single family homes and residential subdivisionsin many communities, including Marshall, St.
Peter, Willmar and Hutchinson.

In 1995, SWMHP had obtained a $500,000 grant from the M cKnight Foundation to research and
develop affordable ownership housing. This project and their first-hand experience with
affordable new construction resulted in a comprehensive approach to ownership housing that is
based on the following principles:

> Build agood quality product that is an asset to the community and has the potential to
appreciate in value for the home owner

> Contain costs on development and construction as much as possible

> Maximize the buying power of the market by offering low-interest mortgages, and
innovative financing that allow more people to qualify for purchase

> Apply “gap financing” to the end buyer as an economic incentive for people to purchase
the homes - gap assistance essentially allows the buyer a discount on the true price of the
home

SWMHP has devel oped and utilized as many as 40 different plans and designs for single family
houses. Some of the designs were taken from the Greater Minnesota Housing Fund, and others
were developed by the Partnership. The following home styles were identified by SWMHP as
successful examples that have been used in southwestern Minnesota.

Worthington, MN - The Southwest Minnesota Housing Partnership frequently participates with
local communities and Economic Development Authorities to address affordable workforce
housing needs. Communities often utilize tax increment financing to create affordable lot prices
and in Worthington’ s case affordabl e lots were obtained through tax forfeiture. Buyersare able
to access amyriad of products which make the home more affordable including below interest
rate mortgage products, and gap financing and entry cost assistance which are both structured as
0% deferred loans. The SWMHP aso works with local employers to assist in matching these
gap resources.

2126 Castlewood Drive - Thisisaramble style
home built in 2007 with 1014 finished square
feet. The homeis 2 bedroomswith 1 bathroom.
The estimated construction cost in 2007 for this
home was $113,517 (not including the lot cost of
$23,000), including stove and refrigerator,
seeding and afew small plants and trees. The
garage is double car attached.
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2132 Castlewood Drive - Thisis asplit-
foyer style home built in 2007 with 979
finished square feet. The homeisa?2
bedrooms with 1 bathroom. The estimated
construction cost in 2007 for this home was
$112,417 (not including the lot cost of
$22,700), including stove and refrigerator,
seeding and afew small plants and trees.
The garage is double car attached.

2150 Castlewood Drive - Thisisaramble
style home built in 2007 with 1,014 finished
square feet. The homeis 2 bedroomswith 1
bathroom. The estimated construction cost
in 2007 for this home was $113,517 (not
including the lot cost of $24,300), including
stove and refrigerator, seeding and afew
small plants and trees. The garageis double
car attached.

2142 Castlewood Drive - Thisis asplit-
foyer style home built in 2007 with 979
finished square feet. The homeisa?2
bedroom with 1 bathroom. The estimated
construction cost in 2007 for this home was
$112,417 (not including the lot cost of
$22,700), including stove and refrigerator,
seeding and afew small plants and trees.
The garage is double car attached.

Marshall, MN - The SW MN Housing Partnership has been involved in two affordable
subdivision in Marshall, using the Building Better Neighborhoods Program through the Greater
Minnesota Housing Fund. The Housing Partnership identified the following house styles as
popular choices in the Parkway Estates and Parkway Extension projects in Marshall.
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509 Darlene Drive - Thisisatwo story style
house built in 2006 with 1,278 finished square
feet. Thisisa 3 bedroom home with 1 % baths.
The construction cost of this higher end home was
$145,180 including stove and refrigerator, seeding
and afew small plants and trees. The lot cost for
this home is $21,500. The garage is an attached
double car.

402 Berlin Circle - Thisisasplit style house
built in 2007 with 1,112 finished square feet.
Thisis a2 bedroom home with 1 bath. The
construction cost of this home was $118,050
including stove and refrigerator, seeding and a
few small plants and trees. Thelot cost for this
home is $21,500. The garage is an attached
double car.

303 Brussels Court - Thisisasplit foyer style
house built in 2007 with 1,064 finished square
feet. Thisisa 2 bedroom homewith 1 bath. The
construction cost of this home was $112,882
including stove and refrigerator, seeding and a
few small plants and trees. Thelot cost for this
home is $29,500. The garage is an attached
double car.
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M odels of Affordable Housing Subdivision Design

The actual physical design of an affordable housing subdivision will be heavily dependent upon
the size and topography of the bare land parcel. In Brookings, considerations such as flood plain
areas, and required drainage plans will impact ot layout, street placements, and traffic flow
patterns.

The following site plans for affordable housing have been provided as possible examples for
subdivision planning that have been successful in St. Peter, MN. These projects were donein
conjunction with the Greater Minnesota Housing Fund. The City of St. Peter and the Southwest
MN Housing Partnership have been very willing to conduct tours of the subdivisions for other
interested communities.

Nicollet Meadows, St. Peter, MN

Nicollet Meadows was the first of two very successful affordable subdivisions developed in St.
Peter, MN. The project was developed in two phases, and encompassed 40 acres. This mixed
income subdivision that was started in 2001 and completed in 2003. There are 82 single family
lots and 3 townhouse lots. Half of the single family lots and all of the town house lots are
viewed as affordable. Development density is 2.8 units per acre. The affordable lots have lot
widths between 60 and 65 feet, and the market rate lots are between 65 and 80 feet wide.

Site plan provided by the Greater Minnesota Housing Fund
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Washington Terrace, St. Peter, MN

Washington Terrace is a mixed-income subdivision that was started in 2003. The project is
located on 38.3 acres, and includes 86 single family lots and 18 townhouse lots. The 86 single
family lots are dived into 24 that are viewed as market rate, and 62 that are viewed as affordable.

Development density is 2.72 units per acre. The development includes 7.48 acres of park land
and/or open space. The affordable lots tend to have lot widths between 55 and 65 feet, and the
market rate lots are between 65 and 90 feet wide.
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Site plan provided by the Greater Minnesota Housing Fund
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The two subdivisions profiled above utilized lot widths of 55 feet or more for the affordable
single family construction. Residential lots with small front widths (Iess than 55 feet) can be
difficult to develop with atypical house that includes a front-loaded garage. For lots less than 55
feet wide, the Greater Minnesota Housing Fund promotes garages placed on an alley, so that the
house design is not constrained by the placement of a garage and driveway in the front of the
house. However, the development of alleys negates some of the cost savings achieved through
narrow lots. Theremoval of garages from the front of the houses does allow for better street-
scape design. There have been some examples of subdivisions created with alleys through the
Greater Minnesota Housing Fund’ s Building Better Neighborhoods Program.
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M odel of L ease-to-Purchase Affordable Housing

The Fargo Housing Authority has recently completed an innovative housing development project
using federal low income housing tax credits and the |ease-to-purchase approach. The Housing
Authority created a 30 unit development on six acres that constructed unitsin single family
detached and twin home housing styles. All 30 units were pre-leased prior to the completion of
construction, and an extensive waiting list exists for occupancy.

The project financing included the use of federal low income housing tax credits. Asaresult,
some strict income limits apply to the project, based on 50% of the County median income level.
The use of tax credits also requires that a 15 year rental compliance period be met. These units
will not convert to home ownership until the start of the sixteenth year of occupancy.

During the rental compliance period, tenants will pay rent, generally set at the HUD Fair Market
Rent standards for the Fargo area. The Housing Authority will deposit 5% of the monthly rent
amount into a special escrow account that is established for each tenant household. Tenants
becoming fully vested in the escrow account after two years of occupancy in the project. The
escrow account can be used for a down payment on a home purchase, either in the tax credit
development in the sixteenth year, or for the purchase of a different home outside of the

devel opment.

The project utilizes four different floor plans and two different roof lines. Units are slab-on-
grade construction.
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M odel M anufactured Home I nitiatives

The City of Brookings has alarge inventory of mobile homes. As part of the “best practices’
research, we also looked for innovative approaches for manufactured homes.

The State of New Hampshire, in particular, is highly regarded in its approach to using
manufactured homes as an important part of its affordable housing strategy. Recognizing the
importance of mobile homes, in 2004 the New Hampshire Housing Finance Authority added
manufactured homes as eligible for its home ownership assistance programs. However, only
mobile homes that are located on resident owned or resident controlled land can qualify for the
assistance programs. Mobile homes on leased lots are not eligible.

In the State of New Hampshire, cooperatively-owned mobile home parks are becoming much
more common over time. A State law was enacted that gives residents the first right to purchase
aprivately-owned park if it comes up for sale.

While manufactured housing was viewed as one of the most affordable options for New
Hampshire residents, there were very limited long-term financing options available for buyers,
before the NHHFA became actively involved in this segment of the market. Private mortgage
financing that was available was often at a high interest rate. NHHFA'’ s use of first-time home
buyer mortgages allowed for bel ow-market financing for mobile home buyers. NHHFA staff
now estimate that up to 15% of the first-time home buyer loan portfolio is provided to
manufactured housing units.
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M odels of New Urbanism Housing Development

New urbanism is a design concept introduced in the late 1980s. New urbanism is based on a
design approach for new home construction that includes such traditional features as front
porches, back-loaded garages that are accessed by alleys, multi-use buildings and compact
neighborhoods that include both housing and commercia development. The design approach is
intended to foster a strong sense of community closeness. One of the most well-known new
urbanism projects is the Walt Disney Company’s Celebration, FL.

New urbanism projects often use features that are consistent with attempts to lower housing
development costs, including smaller lot sizes, narrow streets, and shallow front yard set-backs.
However, the examples of new urbanism neighborhoods that we found did not offer affordable
homes. Many of the cost saving features are off-set by other investments in the project, such as
architectural design features and extensive landscaping that provide for an attractive
development.

Liberty on the Lake was one of the first new urbanism projects constructed in the
Minneapolis/St. Paul Metropolitan Area, with 300 single family homes and 60 town houses.
However, the average sale price of these homes was $439,000. According to the designers of
this project, higher priced housing was not the original goal, but market demand for the product
resulted in price escalation and higher valued homes being constructed.

Putnam Planning & Design, based in Hudson, W1, did the planning and design work for the
Liberty project. Thisfirm has gone on to promote traditional neighborhood design as away to
promote affordable and sustainable housing and neighborhoods. They believe that many of the
cost-saving approaches that are used in traditional neighborhood development can result in
affordable housing in very attractive settings.
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M odelsfor Minimum Residential Street Width

During the course of research for this Study, street widths were atopic generating significant
discussion and debate in Brookings. An affordable housing development project had requested
City approval to construct a subdivision with 25 feet wide streets and one-way traffic. This
development also wanted to eliminate sidewalks. The City Council voted to require 31 foot
streets, two-way traffic and required sidewalks to be added to the development. As part of the
Best Practices section, additional research has been done on street width requirementsin other
communities in the five state region.

Stillwater, MN - This City has a 32 foot street width requirement dueto itsfire code. However,
exceptions have been granted. The Liberty on the Lake project, described earlier in this section,
has street widths ranging from 19.5 feet (one-way traffic), 24 feet (two-way traffic) to 28 feet for
the main arterial streets (two-way traffic). All streetsin this development have parking on at
least one side of the street. The exceptions to the normal City standard were based on the “ new
urbanism” design approach. The project designers provided an inter-linked grid street pattern
that provides aternate points of access to the neighborhood in the event that multiple fire trucks
need to access the same part of the development. According to the designers of Liberty, the
narrow streets have had a “traffic calming” influence, although the 28 foot wide streets have had
the fastest traffic, and have in some cases needed signs advising drivers to slow down.

Ankeny, |A - Theresidential street standard in this community is 25 feet. Repeated attempts to
gain more information from this community were unsuccessful.

Omaha, NE - The minimum street width standard in this City is 25 feet. Parking is always
allowed on one side, and most streets have parking on both sides. Omaha requires sidewalks on
both sides of the street. The street width issue did not appear to be a point of controversy in
Omaha, based on discussions with Planning Department staff.

St. Peter, MN - St. Peter has a 36 foot street width requirement currently in place, which was
applied to the Washington Terrace and Nicollet Meadows Subdivisions identified earlier in this
section. The City isin the process of reviewing its ordinances, and is considering areduction in
theresidential street width standard to 28 feet.

Sioux Falls, SD - Attempts to gain information on minimum street width standards in Sioux

Falls were unsuccessful. However, Sioux Falls does allow for narrow paved streets with one-
sided parking and no sidewalks in private development projects. In these private street projects,
the City does not provide snow removal.

Mitigating Actions: Wider street widths are often directly linked to fire safety, with concerns
that large fire trucks or multiple fire trucks would not have adequate room to maneuver on
narrow streets. One mitigating action that was identified was that fire trucks often have an
option that allows the rear wheels to steer independently, providing for greater maneuverability.
One advocate of narrower street widths indicated that for growing cities, it would be less
expensive to invest in arear-steering option for new fire equipment, rather than to continue to
pay for more street infrastructure in every future development area.
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Findingson Growth Trends

Limited usable information is available from official sources on current population and
household levels for the City of Brookings and the surrounding area. The only official source
for current-year (2006) estimatesisthe U.S. Census Bureau. There are no annual estimates
available from the South Dakota Data Center, the County, or from City sources.

The Census Bureau’ s popul ation estimate for 2006, therefore, represents best available
demographic information. Y et thisinformation appears to be flawed. The Census Bureau’'s
2006 population estimate for the City of Brookingsis 18,802 people, up only 39 people from the
level reported in the 2000 Census. Their estimate for Brookings County, plus the Cities of
Arlington and Estelline (defined as the Primary Market Areq), is 29,808, down 79 people from
the level reported by the 2000 Census.

These estimates are not consistent with our research on housing construction patterns and
housing vacancy rates for the area. Between 2000 and 2005, building permits were issued for
between 700 and 800 new housing unitsin the Primary Market Area. By July 1, 2006, the
effective date of the Census Bureau’ s estimates, these housing units should have completed
construction and would have been available for occupancy. Our research into occupancy
patterns for rental housing indicate that very few units are unoccupied, and thereis no evidence
of widespread vacancy in the owner-occupancy segment of the housing stock. With hundreds of
new housing units constructed and occupied since 2000, we do not believe that population levels
have declined in the Primary Market Area.

Our review of past Census Bureau estimates indicates a pattern of seriously underestimating
growth in the Brookings area. For example, the Census Bureau’ s population estimate that was
released for 1999 showed that the City of Brookings had added approximately 1,000 people
between 1990 and 1999. When the 2000 Census was completed in the following year, the actual
Census count showed that the City had added nearly 2,500 new residents between 1990 and
2000, or nearly 2 Y2 times as many as had been estimated in 1999. These same patterns of
underestimating population were also evident for the County and the Primary Market Area.

The Census Bureau'’ s tendency to underestimate actual growth seems to have continued after
2000. Based on our review of the available data, we believe that the Primary Market Areahas
added between 1,500 and 2,000 new residents between 2000 and 2006. The large majority of
this growth has occurred within the City of Brookings. Trandating this population growth into
households, we believe that there were approximately 12,100 total households in the Primary
Market Areain 2006, up approximately 720 households since the 2000 Census. Between 650
and 700 of these new households are in the City of Brookings.

If our estimates are correct, the Primary Market Area has been adding an average of 120 new
households per year since 2000. Despite the fact that thisis well above any estimates from other
sources, it too may prove to be conservative, once the 2010 Census establishes a more accurate
count.
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Findings on Growth Projections

As part of this Study, we have used household projections to the year 2015. These projections
were calculated by Community Partners Research, Inc., using population projections taken from
the South Dakota State Data Center. The State Data Center has been comparing their popul ation
projections to the recent Census Bureau estimates, and they now believe that their projections are
too high. Asaresult, they arein the process of revising their projections downward. However,
as explained on the previous page, we believe that it is the Census Bureau' s estimates that are
inaccurate, and the population projections from the State Data Center are much more consistent
with our research into growth trends, housing construction activity and housing vacancy rates.

We have aso examined projections from Claritas, Inc., but we found these to be unusable, as
they show almost no household growth for the area since 2000. The Claritas projections appear
to be based on similar information to the Census Bureau estimates, and are not at all consistent
with our local research for this Study.

Our review of projection datais more focused on households, rather than population.
Households, by definition, require an independent housing unit, and the purpose of this Study is
to determine housing needs for the area. 1n making household projections, we have relied on
forecasts for change between 2005 and 2015. A ten-year time horizon can be beneficia in
compensating for short-term changes that can otherwise impact the market. For example, a
change in mortgage interest rates, either up or down, could cause certain years to have above-
average or below-average levels of construction activity, but over aten-year period, these short-
term swings in the market tend to even out.

After review of the projection data, we believe that the Primary Market Area can be expected to
add approximately 110 new households per year through the year 2015. Nearly all of this
growth will probably occur within the City of Brookings, athough many of the smaller
communities also have the potential to capture a share of this growth.

Actua housing unit construction activity within Brookings and the smaller Cities will probably
exceed the level of household growth. During the time period examined, it is probable that some
of the small Cities and rural Township areas could lose housing units and households, which will
be replaced by housing unit growth within the Cities. It isalso assumed that some level of older
housing unit loss will occur through 2015, as each year some existing housing is lost to
demolition, obsolescence, redevel opment, and other similar causes.

We believe that our calculations of future household growth can be viewed as a conservative
perspective, despite the fact that these forecasts are much more optimistic than those available
from any other source. However, the age-based projections, which will be discussed on the
following page, show a continued aging of the Brookings County population through 2015. [If
these projections are accurate, household formation will continue, but could slow when
compared to the past.

Projections are only an informed estimate of expected future activity. Proactive community
involvement can have a very big impact on the future course of events. The Brookings areais
prepared to undertake efforts to recruit and/or retain younger people in the community. These
actions, if successful, would help to counter the aging of the existing population, and could
easily result in household growth that exceeds our expectations.
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Findings on Growth Projections by Age Group

We have utilized available projection information on the changes expected by age group for
Brookings County. These projections would not include the Cities of Arlington and Estelline,
outside of Brookings County, but these two Cities represent only 6% of al householdsin the
Primary Market Area, so their inclusion would not significantly change the trends that are
evident below.

Projections by age can be very informative for calculating future housing demand, as strong
preferencesin tenure, style, price and features are evident within defined age ranges. The
projections reflect growth from both new households that will come to Brookings County as well
as the aging-in-place of existing households during the decade.

The actual household projections have been calculated by Community Partners Research, Inc.
They are derived from age-based popul ation projection information from the South Dakota State
Data Center. We have a so reviewed household by age forecasts from Claritas, Inc. While the
Claritas projections are too conservative, the patterns of change within the age ranges have been
examined for consistency with the State Data Center popul ation forecasts.

On the pages that follow, we have used these household by age projections to form projections
on future demand by tenure.

It is very important to note that these age-based projections represent an informed prediction of
future change. Actual market activity and economic growth could substantially alter these
expectations.

Our Countywide projected changes for households by age of householder are as follows.

Projected Change in Households

Age Range 2005 to 2015
24 and Y ounger -141to0-124
25t034 +423 to +467
35t0 44 -119to -107
45t0 54 -442 to -400
55to 64 +619 to +685
65to 74 +500 to +552
75t0 84 +29to +33

85 and Older +81to +89
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Findings on Housing Unit Demand and Tenure

Calculations for total future housing needs are generally based on three demand generators.
household growth, replacement of lost housing units, and pent-up, or existing demand for units
that is not being served.

We have compared the projected age-based household changes between 2005 and 2015 with past
tenure patterns. Thisresultsin aforecast of the tenure mix that will be needed for new units
added over the ten-year projection period. Our calculations are based largely on the tenure
preferences by age group that were evident in the 2000 Census, with some adjustment for a
greater acceptance of certain housing as people become more familiar with newer options.

Demand from Growth - Using our projections by age for Brookings County, we would expect
demand for owner-occupied housing to significantly exceed demand for renter-occupied housing
through the projection period. Our projections would expect that between 73% and 77% of the
net household increase from growth will be looking for an owner-occupancy housing unit, with
the remaining 23% to 27% looking for rental opportunities. Applying these percentages to the
highest end of our projected growth range for Brookings County would result in growth
generated demand for between 800 and 850 additional owner-occupancy housing options and
between 250 and 300 additional rental housing units over the ten-year projection period.

Replacement of Lost Rental Units- It isdifficult to estimate the number of units that will be lost
from the housing stock on an annual basis. Inthe 1990s, it appears that an average of
approximately 15 to 20 older rental units were lost each year. Causes may be varied, but it is
assumed that some rental units have been sold and converted to other uses. It isaso possible
that some substandard units may have been removed due to condition. Over the ten-year
projection period, between 150 and 200 additional rental units could be justified for unit
replacement.

Replacement of Lost Owner-Occupancy Units - Unit losses for owner-occupancy housing
appear to be small. Based on Census data, we would estimate that only five unitsarelost in an
average year. While past unit losses have been limited, there are houses in Brookings County
that arein need of repair. If maintenance is not completed, it is possible that a higher rate of unit
loss could occur in the future, especialy in smaller communities and rural areas. For the ten-
year projection period, we have used an estimate that a minimum of 50 units of owner-
occupancy housing will be required to replace lost units.

Pent-Up Demand - The third primary demand-generator for new housing is caused by unmet
need among existing households, or pent-up demand. Pent-up demand is easier to determinein
the rental housing market. For example, in the market rate rental housing segment, vacancies are
almost nonexistent, and between 150 and 200 additional units could reasonably be added just to
create amoderate level of unit vacancy. We believe that pent-up demand aso exists in owner-
occupancy housing, as evidenced by relatively low rates of home ownership in some younger

age ranges. It may be difficult under current market conditions to address this demand. For
example, low-cost ownership options may be in short supply, but construction costs generally
prevent this type of housing from being constructed. We have included our estimates of pent-up
demand into the specific recommendations that follow.
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Findings on Unit Demand by Type of Housing

Based on the household by age projections presented earlier, the changing age composition of
the County’ s population through the remainder of the decade will have an impact on demand for
housing.

Age 24 and Younger - The projections used for this Update expect a modest decrease in the
number of younger households over the ten-year projection period. Past tenure patterns indicate
that as many as 91% of these households will rent their housing. The high rate of renter-
occupancy is largely due to the undergraduate student population in the City. Permanent
resident households in this age range tend to have a median income that iswell below the overal
median. A dight reduction in households in this age range should mean that rental demand from
younger households will decrease slightly for the remainder of the decade. While this projection
represents the best available forecast, a significant change in the enroliment at SDSU would alter
the projection for this specific age group.

2510 34 Years Old - The projections show relatively strong growth in this age cohort, with an
expected addition of 423 to 467 households during the ten-year projection period. Thisisthe
only age group under age 55 that is projected to show a net increase in households. Within this
age range households often move from rental to ownership housing. However, the ownership
rate among these households in Brookings County was only 48% in 2000. The projected
increase within this age range will generate additional demand for both first-time home buyer
and rental opportunities. If the areais successful in retaining these younger householdsin the
future, through job creation that is well-matched to the skills of recent graduates, it would be
expected that the rate of home ownership could be increased significantly within this age range.

3510 44 Years Old - This 10-year age cohort is expected to moderately decreasein size. The
projections show a probable loss of between 107 and 119 households during the ten-year
projection period. It isimportant to note that this loss of households does not necessarily mean
that this age group is moving out of the County. This age group includes some of the *baby
bust” generation that followed behind the “baby boomers’. This age group represents a much
smaller segment of the population than immediately older age ranges. In the past, this age
group has had arelatively high rate of home ownership, at more than 74% in Brookings County.
Househol ds within this range often represent both first-time buyers and househol ds |ooking to
trade-up in housing, selling their starter home for a more expensive house. Lowered demand
from this age cohort could have some impact on overall demand for owner-occupancy housing,
but projected growth from the immediately younger age cohort should help to mitigate the
decline within this age range.

45 to 54 Years Old - By the end of the ten-year projection period, nearly al of the large, “baby
boom” generation will have moved through this age range. For Brookings County, the
projections show arelatively large decrease of households, with the reduction of 400 to 442
households. This age group historically has had a very high rate of home ownership, above 81%
in 2000, and represents part of the trade-up market. With fewer households in this range, more
of the trade-up market will be focused on empty-nester and senior buyers.
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55to 64 Years Old - Much of the baby boom generation will be in this age cohort by the year
2015. The projections show an expected increase of 619 to 685 additional householdsin this 10-
year age range during the projection period, representing the greatest numeric growth of any age
cohort. This age range has traditionally had the highest rate of home ownership in the County, at
nearly 85%. Attached housing construction is often well suited to the life-cycle preferences of
this age group, as ho maintenance/low maintenance housing has become a popular option for
empty-nesters. Thisgroup will aso gravitate to high amenity locations, such as golf course lots,
master-planned developments or rura acreages.

65 to 74 Years Old - Strong household growth is expected within this age range, with the
projections showing an increase of between 500 and 552 households during the ten-year
projection period. While this group will begin moving to other life-cycle housing options as
they age, the younger seniors are till predominantly home owners. At the time of the 2000
Census, nearly 80% of householdsin this age range owned their housing. Once again,
ownership preferences for town house-style units, cooperatively owned housing and senior
communities should increase as these type of units gain greater acceptance with the marketplace.

75t0 84 Years Old - A relatively stable household count is expected within this age range, with a
projected increase of only 29 and 33 households during the ten-year projection period. Inthe
past, households within this 10-year age range have had arelatively high rate of home

ownership, above 66%. Whilethisislikely to continue, we believe that an expansion of housing
options for seniors, including high quality rental housing, will appeal to this age group. In most
cases, income levels for senior househol ds have been improving, as people have done better
retirement planning. Asaresult, households in this age range may have fewer cost limitations
for housing choices than previous generations of seniors.

85 Years and Older - Modest numeric growth is projected among older seniors, with the possible
addition of between 81 and 89 additional older senior households during the ten-year projection
period. Historic home ownership ratesin this age group in Brookings County have been
relatively low, at 49% in 2000. Senior housing with services options in Brookings and
surrounding communities will help to address the needs of this population of older seniors.

These demographic trends will be incorporated into the recommendations that follow.
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Rental Housing Development Recommendations

Findings: Brookings has an extremely large supply of rental housing, largely driven by the
presence of a student population at South Dakota State University. At the time of the 2000
Census, renter households outnumbered owner households in Brookings, as the Census reported
that 53.6% of all households in the City rented their housing. For comparison, the Statewide
rental tenure rate in the City of Sioux Falls was 38.9% and the rental tenure rate for all of South
Dakota was 31.8% in 2000.

Between 1960 and 2000, rental housing construction in Brookings greatly exceeded production
of housing units for owner-occupancy. Based on Census records, between 1960 and 2000, there
were 1,891 owner-occupancy and 3,041 renter-occupancy units constructed. However, since
2000, thistrend has reversed, and owner-occupancy construction has greatly exceeded rental
housing construction in the City. Our projections would indicate that this trend should continue,
as demand caused by household growth will primarily be oriented to ownership opportunities.
Despite the changing trend, ongoing rental production will also be needed, to address growth,
unit replacement and pent-up demand from renter households.

The majority of the units constructed since 2000 have generally served the higher rent segment
of the market. This has been areflection of market opportunity, such as high-amenity rental
housing for seniors, as well as the dynamics of the student market. Increasingly, three- and even
four-bedroom rentals have been constructed that attract student renters. When three or four
students pool their resources, gross rents of $1,000 or more are possible, while these same rent
levels would not typically be affordable for most families.

There is no available estimate on the number of the student renter householdsin Brookings. Itis
known that renter households age 24 and younger did represent more than 47% of all the City’'s
rentersin 2000, and most of these would probably be students. It is also known that enrollment
gains at SDSU have outpaced on-campus student housing construction in recent years,
presumably forcing even more students into the private rental market.

At the same time, Brookings has continued to grow in the number of permanent resident
households. Job growth has remained strong and unemployment rates have remained low.
Increasingly, the City has needed to attract new workers from alarger geographical area asthe
local economy has expanded. This has placed additional demands on the rental housing market,
especially market rate units.

Rental Demand Calculations

Our projections between the years 2005 and 2015, expect household growth to generate demand
for between 250 and 300 additional rental housing units in Brookings County. Our calculations
also show that between 150 and 200 rental units can be justified over thisten-year period for unit
replacement. Pent-up demand is more specific to certain types of units, but overal, an
expansion of between 150 and 200 units would be appropriate in an attempt to create a moderate
level of unit vacancy, especialy in the market rate rental sector.
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Combined, these three demand-generators indicate the need for between 550 and 700 additional
rental housing units Countywide between 2005 and 2010, or between 55 and 70 unitsin an
average year. While these calculations are based on demand for all of Brookings County, they
are most focused on the City of Brookings, where the vast majority of these units are likely to be
built.

Since 2005, actual rental production has been below our calculated demand. An estimated 107
rental units have been constructed in Brookings between 2005 and June 2007, or approximately
35 per year, with more still possible in the remainder of 2007. However, Caldwell Hall at
SDSU opened for occupancy in 2005 and represented a net gain of housing for 215 students on-
campus. This expansion of SDSU housing has had the same impact as creating between 70 and
100 units of private rental housing. When Caldwell Hall isincluded, annual production has been
very similar to our annual recommendation for the ten-year projection period.

Although recent rental construction has been good, it has had minimal impact on overall vacancy
rates. We completed arental housing survey as part of the research for this Study. In the City’s
large supply of market rate rental units, the vacancy rate was nonexistent. In thetax credit
sector, the vacancy rate was also very low, but the City has only a small supply of true tax credit
housing. Student occupancy is generally prohibited in tax credit units, making it aless desirable
resource in Brookings. Some moderate level of vacancy did exist in subsidized housing, but this
segment of the market was experiencing changes that also limited student occupancy. Asa
result, some projects had been experiencing above-average levels of tenant turnover, as students
were moving out, and not being replaced by other students.

To significantly impact vacancy rates in market rate housing, above-average production of units
would be needed for the next few years. Our estimate is that between 150 and 200 units would
be needed to impact pent-up demand. If this number of units would be introduced rapidly into
the market, some saturation would occur and vacancies would result. We believe that a modest
level of vacancy is desirable, to allow prospective tenants some degree of unit choice. However,
private devel opers have no real incentive to produce housing that would result in vacancies, so it
is probable that unitswill continue to be introduced into the community in smaller incrementsto
avoid market saturation.

Demand Projection for Renter-Occupancy Housing Construction to 2015

Demand from Replacement of Lost Pent-Up Demand 10-Y ear Total
Growth Units
250 to 300 units 150 to 200 units 150 to 200 units 550 to 700 units

Source: Community Partners Research, Inc.

Our findings on the different segments of the rental market are contained in the
recommendations that follow.
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1. Market Need to Develop 40 to 55 Market Rate Rental Housing Units per Year

Findings. Thelarge majority of the rental housing in the Brookings can be classified as general
occupancy market rate housing. These units are free of any specific occupancy restrictions, such
as age, financial status, or student enrollment. Market rate housing does not have any form of
rent controls, other than those imposed by the competitive marketplace.

Thereis conflicting information on the size of Brookings' total rental inventory. Working
forward from the total reported in the 2000 Census, there could be more than 4,100 renta units
in the City. However, the City’ s Rental Registration Program had only 3,540 licensed unitsin
2007. Itisprobable that the actual rental unit count is between these two numbers, and is
between 3,900 and 4,000 total rental unitsin 2007.

We would estimate that approximately 3,100 to 3,200 of all units are best described as market
rate rental housing. To the best of our knowledge, nearly all of these are for general occupancy,
although afew may be age-restricted to 55 and older occupancy.

The rental market survey that we completed for this Study collected information from 24 larger
market rate projects. In total, we collected usable information from 992 market rate units, or
nearly one-third of the estimated market rate stock. We found no vacancies in the market rate
units that we surveyed.

Although we did not formally survey smaller rental properties, including single family rentals,
we did not find any evidence that vacancy rates are significantly higher in this segment of the
market. Some owners and managers that were contacted also had smaller rental projects, and
they generally indicated that their occupancy rates were high. Thereis even aconcern in the
community that too many older homes are being converted to rental occupancy because of
strong demand.

Due to the large student renter population, it is common practice for renta projectsin Brookings
to require a 12-month lease. Thisleasing feature helps to contribute to the high rate of
occupancy, as rent may be paid even after the tenant has moved from the unit. Leasesthat are
tied to the academic year then come available at the prime time when students are attempting to
secure their housing for the next year.

Our best estimate is that student renters, both graduate and undergraduate, account for between
45% and 50% of the total rental demand in Brookings. Between 2000 and 2006, the size of the
Brookings-enrolled population at SDSU appears to have increased by more than 23%, or more
than 1,800 total students. With as many as 80% of these students living in Brookings, and nearly
85% in Brookings County, the growth in demand from student renters has maintained an
extremely low rate of rental vacancy in theimmediate area.

A commonly used standard is that a vacancy rate between 3% and 5% is considered acceptable,
to offer some degree of unit choice while still providing rental property owners with a good
return on their investment. The low vacancy rate that we found in our survey would indicate that
pent-up demand does exist. With an estimated market rate inventory of between 3,900 and
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4,000 units, a 3% vacancy rate would require approximately 120 vacant units, well above the
level that currently existsin Brookings.

Market rate rental housing construction has continued to occur in Brookings. Based on building
permit issuance, as many as 285 rental housing units have been constructed between 2000 and
June 2007. Thistota does not include some specialized senior housing, such as assisted living,
which may have been permitted as commercial projects. Rental housing construction since 2000
isactually at alower pace than the City experienced in the 1970s, 1980s, and 1990s, when rental
production greatly exceeded owner-occupancy construction in the City.

The characteristics of the most recently constructed units tend to be higher rent housing that is
aimed at a specific market segment. For example, Mills Development has been constructing
high-amenity units for seniors and professionals. The most recent of these projects has two-
bedroom gross rents that are at or above $1,000 per month. Their newest project, which is still
being constructed, will be senior-designated and will have underground parking.

Another active developer, Den-Wil, Inc., has recently built 24 apartment units, and has eight
more under construction. These are all three-bedroom, two bathroom units that have a gross rent
above $1,000. They are near the University and al of them are rented by students.

The economics of rental housing construction forces most new market rate units into the higher
rent ranges. All of the market rate units constructed since 2000 have rents that are substantially
above the prevailing range for older unitsin the City. Despite these higher rents, the units have
proven to be very successful, with full occupancy reported, and waiting lists at projects such as
Mills Ridge and Heron Cove.

In many similar-sized communities, the number of high rent units that could succeed would be
very limited. For example, our income estimates show that only 20% of renter households can
afford rents above $1,000 per month. However, this market is expanded in Brookings, primarily
because of the student households. Two or three students pooling their rent contributions have
been willing to rent units at these higher rates. This provides avery distinct advantage for
Brookings. While moderate rent units may be difficult to build, higher rent units that cater to
students can be constructed and leased. The students occupying these higher rent units will then
make available the more moderately priced housing for families and younger workers.

The City also has a growing market for older adult households. Our projections through the year
2015 show the strongest net household growth occurring among households in the 55 to 74 year
old age groups. While most of these households will still choose to own their housing, those
looking to rent will generally have higher incomes and/or assets, and will often ook for high
amenity renta units.

Recommendation: Our demand cal culations show that Brookings will need between 55 and 70
additional rental housing units constructed per year over the projection period. We would
recommend that market rate rental housing represent approximately 75% to 80% of this
production goal, or approximately 40 to 55 unitsin an average year.
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Ideally, this future new construction would serve both moderate income and higher income
renters. Asdetailed in the Housing Affordability and Income section of this Study, a median
income renter household in 2007 can afford a gross rent of only $620 per month. By 2015, this
affordability threshold will rise to approximately $700 per month. From an affordable housing
perspective, the goal should be to produce new market rate unitsin this price range.

Redlistically, new units will probably require unit rents that are well above both this affordability
level and the prevailing rates in the community. Most of the newer renta units that we could
identify in Brookings have two-bedroom gross rents above $900 per month, and three-bedroom
units that often exceed $1,000.

While these rents are too high for alarge majority of working households and younger families,
they have been successful with student renters, seniors and professional-level households
looking for a high quality unit. Three students living together and contributing $350 each per
month for rent can afford thistype of housing. As students move to these newer projects, older,
less expensive rental options become available elsewhere in the community, that are within the
price range for more moderate income households.

Most of the net growth in households through 2015 will come from households age 55 and older.
Asaresult, it will be possible to age-restrict some of the new construction. These units would
be designed to appeal to empty-nesters and seniors, and would include amenities such as
attached covered parking, in-unit laundry, and ample living space. The new rental project under
construction by Mills Development will produce this type of age-restricted unit, and the response
to this project will be agood indication of market demand. Since our projections of growth
extend to the year 2015, demand for age-restricted units grows strongest near the end of our
projection period.

Our projections are cautious about future growth of atraditional student populationin

Brookings, as demographic trends for the five-state region show a declining number of high
school graduates between 2008-2009 and 2014-2015. However, even if the student population at
SDSU does not grow, the construction of rental housing that appeals to students will still have a
very large market share to draw from in the community. With students representing as much as
45% to 50% of the rental market, the option of building for students remains a viable way to
expand the rental housing supply. Student-oriented units located near the University will
continue to be extremely popular.

Unit production at the annual level that we have recommended will not have a significant impact
on easing vacancy rates in the near-term. To generate some level of vacancy and unit choice for
prospective renters, it would be necessary to construct an above-average leve of units over the
next few years.

There is one significant factor that should be monitored in relation to our ten-year rental
recommendations. SDSU has a master plan in place that calls for the potential development of
on-campus housing for up to 400 students. Thiswould be done in suite configurations, similar
to the recent unitsin Caldwell Hall. If this housing is built, and an equal level of older dorm
units are not removed, then the private rental market would see adrop in student-related demand.
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Thisimpact could be as much as 200 fewer student households in the private rental market, and
our recommendations would need to be reduced accordingly.

From a design perspective, the relatively large unit production required over the next severa
years can justify the addition of higher amenitiesin the construction. For example, alarger,
planned rental community can offer more in the way of community space, such as acommunity
gathering room, an exercise room, alibrary/reading room or similar amenities. Some projects
have also been able to include a swimming pool, hot tub and/or saunafacilities. A higher quality
rental project catering to students would have a competitive advantage if this type of amenity
package were available. The trade-off would be in the higher rents that would generally be
required to support this up front investment and long-term operation and maintenance costs.

2. Market Need to Develop 35t0 50 Tax Credit Moder ate | ncome Rental Housing
Units Through the Year 2015

Findings. Thefedera low income housing tax credit program remains as one of the only
subsidy sources still available for the production of more affordable rental housing. Tax credits
alone do not produce “ deep subsidy” rental units that can serve very low income people, but tax
credits do provide a*“shallow subsidy” that allows for the construction of units that can serve
households at or below 60% of the median income level. When other resources are combined
with tax credits, even lower income households can be served.

Since the program became available in the late 1980s, there have been only eight projectsin
Brookings that have received an allocation of tax credits. Two of the tax credit projects,
Sunchase Apartments, with 31 tax credit units, and the Kneip Duplex, with two tax credit units,
were constructed in the late 1980s, and the compliance period has been fulfilled. However,
Sunchase a so received Rural Devel opment subsidies when it was constructed, and continues to
operate as very affordable subsidized rental housing.

Three of the tax credit projects constructed since 1990 combined the tax credit assistance with
other federal development subsidies available through USDA Rural Development. Regency
Square, with four tax credit units, Wellington Heights, with 12 tax credit units, and Windsor
Estates, with 36 tax credit units, al operate as subsidized housing. Many of these units have
rental assistance contracts available, so very low income people can be served.

There are three projects in Brookings that currently operate as tax credit housing and do not have
federal subsidy contracts. They are Three Oaks Townhomes, with 24 tax credit units, South
Briar, with 30 tax credit units, and Green Briar, with 30 tax credit units. All of these units must
serve households at or below 60% of the County median income level, with an unspecified
number of unitsin Green Briar and South Briar that are targeted to households at or below 50%
of the County median.

At the time of our renta survey, there was only one vacant unit reported in the 84 tax credit units
in Brookings. However, this unit had been successfully leased for occupancy beginning at the
first of the next month, so the effective vacancy rate was 0%.
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Among the rules for tax credit housing are the income limits that restrict occupancy to
households earning less than 60% of HUD’ s estimate of the County median family income level.
For 2006, the maximum income by household size for Brookings County at 60% of median
income was afollows:

One person household $24,600
Two person household $28,080
Three person household $31,620
Four person household $35,100
Five person household $37,920
Six person household $40,740

In addition to income limits, the tax credit program places gross rent caps on the rental units.
The 60% of income gross rent limits in 2006 were as follows:

Bedroom Size Maximum Allowable Rent
One-Bedroom $658
Two-Bedroom $790
Three-Bedroom $912

The gross unit rents that are being charged in the tax credit projects in Brookings are well below
the maximum limits that are established for the program. For example, all of the two-bedroom
tax credit units have contract rents of $450 or less. Even with theinclusion of tenant-paid
utilities, gross rents currently charged in Brookings would be $500 per month or less, compared
to the maximum allowable rent of $790. Similarly, three-bedroom units in Brookings have
contract rents of $495 per month or less. Gross rents would be less than $600, compared to a
maximum allowable rent of $912 per month under the federal tax credit guidelines.

The maximum rents allowable under the tax credit program are generally above the prevailing
rates for most older market rate unitsin Brookings. To stay competitive with moderately priced
market rate rental projectsin the City, the tax credit developments often charge rents that are
well below the maximum federa limits.

Another limitation of tax credit housing that impacts Brookings is the prohibition of full-time
students, unless other members of the household have earned-income. With alarge “traditiona”
student population in the community, atax credit project could not accept renter households if
all the household members were full-time students.

Recommendation: Because of the prohibition of traditional student occupancy, the use of tax
credits in Brookings is somewhat limited. However, we would recommend that 35 to 50
additional tax credit units be constructed in the City through 2015.

In most comparably sized communities, our research has found that tax credit units represent
between 1.5% and 2.0% of all households in the City. For Brookings, thiswould represent 120
to 150 tax credit units. The current inventory of only 84 tax credit units represents only 1.1% of
all householdsin the City, which isarelatively small distribution of units. However, thisis
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partly due to the impact of students. If the student households are removed from the calculation,
then the distribution of tax credit units to total households is approximately 1.5%, at the lower
end of the normal range.

The addition of 35 to 50 unitsis arather modest recommendation, given the size of the rental
housing market in Brookings, but when student households are removed from consideration, the
market potential is greatly diminished. The numerous manufacturing jobs in the City also pay
wages that will often result in annual incomes that are higher than those allowed for tax credit
occupancy, so again the tax credit units have a more restricted potential market.

The age-based projections that we have used in this Study expect some net renter household
growth among households in the 24 to 34 year old age range, so additional tax credit units for
younger families will be needed. However, most of the net renter household growth will be from
households age 55 and older, so senior-oriented tax credit units will also be needed.

We would recommend tax credit housing construction be completed in phases during projection
period, such as two projects of 20 to 24 units each. In particular, tax credit units could address
much of the demand caused by the replacement of lost rental units, as a replacement unit with a
moderate rent structure would be more compatible with the prevailing market rents.

We would also recommend that the need for this type of housing be closely monitored in the
community. While our projections show an overall decline in the number of households age 54
and younger, the community is prepared to take proactive steps to recruit and/or retain younger
households. It isaso possible that future growth could attract new residents from international
locations. Anin-migration of younger workers from international locations would alter the
demographic of households looking for rental housing, and more two- and three-bedroom tax
credit units may be necessary.

Maintaining gross unit rents at an affordable level will be a concern for future tax credit
developments. The existing tax credit projects have a very moderate rent structure that is well
below the federally imposed limits. Our research found that comparable prevailing rents for
older market rate unitsin Brookings are between $550 and $650 per month for a two-bedroom
unit, while the tax credit program would allow arent as high as $790. Charging rents at or near
the tax credit limits would result in a unit that would not be competitive in the broader
marketplace, and the unit would also have income restrictions that would not apply to market
rate housing.

Another rental rate consideration isthe Fair Market Rent (FMR) limitations imposed by the
Housing Choice Voucher Program. Many lower income renters look to utilize this tenant-based
assistance when shopping for a housing unit. For 2007, the one-bedroom FMR is $408, the two-
bedroom FMR is $502, and the three-bedroom FMR is $708. It would be preferable if some or
all of the new tax credit units could charge rents that would be allowable under the V oucher
Program. To achievethislower rent structure, other types of financia assistance will probably
be required.
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It should be noted that our tax credit unit recommendation isfor traditiona rental units. In

the” Best Practices’ section of this Study, we have presented information on an innovative
approach in Fargo that uses tax credits as part of alease-to-purchase housing arrangement. This
approach islargely untested in the region. There are significant obstacles to using tax creditsin
this way, including the requirement that a 15-year rental compliance period be met before units
convert to individual ownership. The success of the Fargo model should be monitored. If it
proves to be successful, it could be replicated in Brookings as another way to move residents
into home ownership. Sinceit is experimenta, any lease-to-purchase attempt in Brookings
should be modest in size. For comparison, the project in Fargo involved 30 unitsin a
metropolitan area of nearly 150,000 residents. Any lease-to-purchase tax credit developments
would be in addition to our unit recommendation for traditional rental housing.

3. Monitor the Need for Additional Subsidized Rental Housing Units

Findings: The term subsidized rental housing, as used in this Study, refers to rental units that
have been constructed to serve low and moderate income people. In nearly all cases, subsidized
housing has utilized federa resources that provide a“deep subsidy”, allowing very low income
people access to the housing at an affordable price. Much of the subsidized housing has project-
based rent assistance, or asimilar subsidy available, that allows rent to be based on 30% of the
household’ s monthly income.

Our review of subsidized rental opportunities found 18 different federally subsidized rental
projectsin Brookings. Combined, these projects have 497 units of subsidized rental housing.

Four of the projects, Arrowhead Apartments, with 40 units, Briarwood Apartments, with 32
units, Heritage Estates || Apartments, with 44 units, and Sunchase Apartments with 42 units are
designated for senior and/or disabled occupancy. The 158 units designated for senior and
disabled occupancy represent 32% of the project-based subsidized unitsin the City.

There are 13 subsidized projects that provide general occupancy rental housing: Cedar
Townhomes, with 32 units, Clairview, with 64 units, Heritage Estates Townhomes, with 28
subsidized units and eight market rate units, Lakota Village, with 25 units, Onaka Village, with
36 units, Sunrise Apartments, with eight units, Wellington Heights Apartments, with 12 units,
Windsor Estates, with 36 units, Windsor Estates South, with 22 units, Regency Square, with
eight units, Sandpiper |, with six units, Sandpiper II, with four units, and Y orkshire Apartments,
with 50 units. Combined, these projects have 331 subsidized rental units, or 67% of the project-
based subsidized housing in the City.

There is one subsidized project serving specia-needs populations. Supervised Living
Apartments has eight units serving 16 clients with developmental disabilities. The unitsin this
project represent approximately 1.6% of the project-based subsidized units in the City.

There are also subsidized rental housing options available in many of the smaller communities
that surround Brookings, including Arlington, Aurora, Bruce, Elkton, Volga and White.
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For vacancy calculations, we have excluded the unitsin Supervised Living Apartments, since
these are only available by State referral.

In the 158 subsidized units in Brookings that are designated for senior and disabled tenant
occupancy, our rental survey found eight vacant units, for avacancy rate of 5.1%. While this
represents arather typical vacancy rate in most communities, it reflects an unusually high rate of
vacancy in Brookings, where other subsets of the rental inventory have amost no available units.

It should also be noted that the available inventory of subsidized housing specifically targeted to
senior and disabled tenant occupancy has contracted in recent years. One project, Y orkshire
Apartments, with 50 one-bedroom units, has converted from senior/disabled occupancy to a
general occupancy project. Presumably this occupancy change was made in response to limited
demand for senior/disabled units. Another project, Village Estates |, with 72 efficiency and one-
bedroom units, has terminated its subsidy contract and converted to market rate housing. While
we could not verify its occupancy status prior to the subsidy opt-out, it is assumed that this
project was originally intended for senior and disabled tenant occupancy, based on the presence
of efficiency and one-bedroom apartments.

In the 331 subsidized units designated as general occupancy, we found nine vacancies, for a
vacancy rate of 2.7%. However, thisrate of vacancy may be artificialy high. Two of the nine
vacant units were accessible apartments. When accessible units come available, they have an
occupancy preference for a wheel chair/disabled tenant for a period of time, before they can be
rented to a tenant household that does not require an accessible unit. Also, some of the projects
reporting vacancies had waiting lists for occupancy, and the vacancies at the time of our survey
may have been due to the processing time required for verification of households on the waiting
list.

While general occupancy vacancy rates were low according to our survey, this segment of the
market has changed in the recent past. Both the U.S. Department of Housing and Urban
Development (HUD), and USDA Rura Development have modified their rules regarding
student occupancy in subsidized housing.

In the past, students could often qualify for deeply subsidized rent, based on their lack of
income. Therulesin effect now require that the student must be either age 24 or older, or that
younger students be independent of their parents for tax purposes. Students that do not meet
these tests can still occupy units in some of the projects, but can no longer qualify for subsidized
rent. The effect of these rule changes on subsidized projects has meant more non-traditional
students or older, graduate studentsin occupancy. Despite the changes concerning students,
some of the projects still reported primarily student occupancy, such as Clairview Apartments,
where an estimated 70% of the tenants are graduate or undergraduate students that can still
qualify under the new rules.

The restriction on student occupancy has at least one subsidized project exploring the possibility
of leaving the subsidy program. OnakaVillage, aHUD Section 8 project constructed in the late
1970s, is considering an opt-out of its subsidy contract due to changing demand created by the
student occupancy restrictions.
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In general, occupancy rates are not as strong in the smaller Cities around Brookings, with the
exception of Volga. Most of the projectsin Volgareported full occupancy. However,
subsidized projectsin Arlington, Aurora, Bruce, Elkton, and White all reported vacant units. In
certain projects, such as Elkton Housing |1, or Dakota Village in Aurora, the vacancy rates were
very high.

Multiple contributing factors were cited for the vacancy issues being experienced in the smaller
Cities. Parkview Apartmentsin Arlington had seven vacant one-bedroom units, and identified
the student occupancy rule changes as amajor cause for reduced demand. DakotaVillagein
Aurora, which had 12 vacant two-bedroom units, indicated that the City requires a $200 utility
deposit for new renters, and that this created a burden for lower income households that also
needed to supply a security deposit and first month’s rent at the time of initial occupancy.

Other subjective reasons that were identified include alack of amenities and job opportunitiesin
small communities, which therefore require residents to commute to Brookings or other cities for
services and employment.

In addition to the subsidized projects, Brookings County residents have access to the HUD
Housing Choice Voucher Program (formerly Section 8 Existing Program). Housing Choice
Vouchers are issued to income-eligible households for use in suitable, private market rental
housing. With the VVoucher assistance, a household pays approximately 30% of their income for
thelir rent, with the program subsidy paying any additional rent amounts.

In 2007, 307 households in Brookings, Deuel, Hamlin, Kingsbury, and Moody Counties had
access to aHousing Choice Voucher. However, in May 2007, only 240 of the Vouchers were
actually being used. The utilization rate appears to have been impacted in part by the ability of
traditional students to apply for the assistance. It appears that a high rate of Voucher turnover
has occurred in the recent past, as students |eft the program.

Since this rent assistance is tenant-based, and moves with the household, the actual number of
participating households within the City can vary from month to month. It is also possible that
some of these households may be using their rent assistance in one of the subsidized or tax credit
projects, if that project does not have rent assistance available for all tenants. For example, there
are residents of Three Oaks Townhomes are using tenant-based rent assistance in tax credit units.
As aresult, the Housing Choice Voucher assistance may add to the overall supply of “deep
subsidy” housing in the community, but may also overlap with some of the other subsidized or
income-based projects.

Despite the number of subsidized rental options that exist, the 2000 Census reported that more
than 32% of renter households in Brookings County were paying more than 30% of their income
for rent. More than 600 households were actually paying more than 35% of income for housing.
Most of the households with a severe rent burden had low annual incomes, and would be under
the income limits for subsidized housing.

The vast mgority of the households with a cost burden were in the 24 and under age group, and
presumably represented much of the student population. For much of the student group, thereis
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probably arecognition that housing costs will represent a disproportionately large share of their
income while in school. Among renter households age 25 and older, there were 631 households
with acost burden, or approximately 25% of all renters age 25 and older.

Recommendation: Based on our research, we would recommend that the need for additional
subsidized in Brookings be monitored. There does not appear to be a pressing need to expand
this resource in 2007. If this situation changes between now and 2015, additional units could be
constructed as needed.

Four factors uncovered by our research have contributed to our recommendation to monitor the
need for additional subsidized housing:

>

There does not appear to be unmet need for subsidized senior and disabled occupancy
housing. Our survey found vacancies in those projects designated for senior and disabled
occupancy. Thereis also evidence that some subsidized units have changed from
senior/disabled occupancy to genera occupancy, or have terminated their subsidy
contracts. These eventstypically occur due to softness in the market. While our
projections show growth in the number of senior households through 2015, this growth
primarily occurs among younger seniors, who are less likely to rent their housing. Older
seniors, age 75 and above, will have limited net household growth.

While evidence does exist of an under supply of general occupancy subsidized unitsin
Brookings, there are a number of unused Housing Choice Vouchers. This tenant-based
subsidy program alows low income people to rent any suitable unit. The unclaimed
Vouchers would indicate limited pent-up demand exists. The Voucher situation may be
due to the changing rules affecting full-time student eligibility. I1f Voucher utilization
improves, and vacancy rates in existing subsidized projects in Brookings remains low,
then additional general occupancy units would be needed in the future. Asthe area
continues to grow and add households, demand for general occupancy subsidized
housing should increase.

Changes in student occupancy rules appear to be having a major impact on subsidized
housing in the area. However, this situation is confusing and still seems to be evolving.
There are differing interpretations between federal agencies, such as HUD and Rura
Development. There even seem to be differing interpretations depending on the specific
subsidy source that is used within asingle federal agency. The displacement of
traditional students from subsidized complexes may explain the vacancies that currently
exist.

The subsidized housing market in the small Cities, with the exception of Volga, is soft.

In some projects, high rates of vacancy are common and have persisted for some time.
This creates arather difficult situation for use of resources. Building additional
subsidized units in Brookings would potentially cause even higher levels of vacancy in
the small communities. However, having low income renters live away from the regional
center is also problematic, aslow income renters are often least able to pay the costs
associated with commuting for employment and services.
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We would recommend that the City monitor the availability of resources for the creation of
subsidized housing, especially for general occupancy. At thistime, thereislimited demand and
it would be very difficult to produce new subsidized units to serve very low income people.

Another important community strategy will be to prevent the future loss of any of the existing
proj ect-based subsidized housing. Our review did identify at least one subsidized project in
Brookingsthat is at risk of being lost, due to the changes in student occupancy. It may be
appropriate for public or nonprofit housing agencies to become involved in attempts to preserve
subsidized housing resources. In other South Dakota communities, including Aberdeen,
Housing Authorities have acquired subsidized projects that were at risk of being lost.

4, Address Senior Housing with Services Units as Needed

Findings: Senior housing with services defines awide range of housing types. Assisted living
and memory care housing are generally the most service-intensive units outside of nursing
homes. High-service housing provides 24-hour staffing and a high level of assistance with daily
living needs of residents. Under South Dakota law, service-intensive senior housing must be
licensed as an Assisted Living Center.

Lower-service housing, sometimes referred to as congregate senior housing, generally offersa
daily meal, access to transportation and services such as weekly light housekeeping. While a
resident can contract for more intensive services through a home health care provider agency,
additional services are not available through the housing project. South Dakota law requires
these light-service housing providers to register with the State as Residential Living Centers.
These facilities are not subject to the same standards as the Assisted Living Centers, including
the inspection requirements. Because of the lower level of regulation, many Residential Living
Centers are not properly registered.

We were able to identify a number of different speciaized senior housing projects in Brookings
that can offer some level of services. In many cases, continuum of care complexes have been
built that allow seniors to effectively age-in-place, by starting out in an independent living, or
light services housing project, then eventually moving into more service-intensive housing as
they age. In the summary that follows, we have grouped the different existing projects into
categories based on the style and type of housing provided.

Light Services/Congregate Senior Housing - There are two rental projects that provide light
servicesto residents. These projects are sometimes described as either independent living or
congregate senior housing. Services are limited in each of these projects, but both buildings do
provide access to daily mealsto residents.

Brookhaven Estates has 24 units and was constructed in 2004. It is part of the Brookings Health
System that includes the Hospital and Brookview Manor Nursing Home. A corridor connection
exists to these other facilities.
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Park Place Apartments has 15 units and was constructed in 1991. It is physically connected to
the United Retirement Center and is part of a senior campus that also includes Park Place
Assisted Living. Park Place Apartments was originally constructed with 20 units, but lack of
demand has resulted in five units being converted into offices or other uses.

Combined, these two projects have 39 total rental units available. Park Place reported two
vacant units at the time of our survey. Brookhaven Estates had one vacant unit, but this unit had
just come available and awaiting list for occupancy existed at that facility.

Renta rates vary, depending on the servicesincluded. Park Place had one-bedroom rents
starting at $633 per month, but most services, including meals, were charged separately.
Brookhaven Estates had a higher rent structure, starting at $1,000 for a one-bedroom unit, but a
daily meal and underground parking were included in the basic rent.

Assisted Living Centers - There are three licensed providers of more service-intensive, assisted
living for seniorsin Brookings. These projects provide all meals, assistance with daily living
services, house keeping, laundry, medication dispensing and have 24-hour staffing.

Greenleaf Assisted Living was constructed in 1997 and has 30 units. The units provide a private
sleeping room and bathroom, but there are no kitchen facilities. Greenleaf is a stand-alone
project that is not connected to a nursing home or other form of senior housing.

Park Place Assisted Living was constructed in 1999, and has 28 studio units, with total capacity
for 36 people, if some rooms have shared occupancy. The units have a private sleeping room
and bathroom, but there are no kitchen facilities. Park Place Assisted Living is part of a senior
campus that also includes the United Retirement Center and Park Place Apartments.

Stoney Brook Suites opened for occupancy in 2003, with 38 total units. Most of the units are
studio apartments, with kitchenette facilities, but some one-bedroom apartments also exist.
Stoney Brook Suitesis a stand-alone facility.

Combined, these projects offer 96 units of assisted living. Occupancy rates were generally high,
but some vacant units existed at the time of our survey. Assisted living units often have a
relatively high rate of turnover, and there is sometimes a delay while a new occupant makes
arrangements to move into the facility.

Rental rates for assisted living can vary depending on the actual level of services provided.
Rental rates were obtained from Park Place, where units started at $1,850 per month. Greenleaf
indicated that some of their residents qualify for State and/or County assistance that is available
for lower income seniors.

Memory Care Housing - There are no projects in Brookings that are specifically designed to
provide housing for people with memory care needs. Memory care residents may be housed in
nursing homes or assisted living centers, but these facilities do not provide a secure wing or
specialized care for memory care residents.
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It does appear that the City did have a specialized memory care housing provider, but Prairie
Crossings Assisted Living closed in 2004. Based on second-hand reports, this facility had 16
beds, but may have closed due to occupancy problems.

Skilled Nursing Homes - There are two State-licensed skilled nursing homes in Brookings.
Brookview Manor is licensed for 79 beds. United Retirement Center is aso licensed for 79 beds.
We did not complete a more detailed survey of nursing home occupancy rates.

Other Communities

There are four licensed Assisted Living Centersin Brookings County outside of the City of
Brookings, and one licensed Assisted Living Center in Estelline. Two of the projects, Cozy
Corner and Elkton Residential Living Center in Elkton are affiliated, and have a combined 12
licensed beds. Dakota Sun in VVolga has 16 licensed beds. White Pines Assisted Living Center
in White has 10 licensed beds, which are located in the White Health Care Center along with
nursing home beds. There are two licensed assisted living beds in Estelline, which are part of
the Estelline Nursing and Care Center, which is also licensed for 60 nursing home beds.

All of the Assisted Living Centers in the surrounding communities had at |east one vacant bed at
the time of our survey. The facility in White had only four of the 10 beds occupied.

There are also skilled nursing homes in some of the surrounding communities. In addition to the
nursing homes already identified, there is the 48-bed Golden Living Center in Arlington. We
did not complete a more detailed survey of nursing home occupancy rates.

Senior Demographics

Specidized senior housing in Brookings has the potential to attract residents from alarge
geographical area. While much of our research has focused on Brookings County, with the
addition of Arlington and Estelline, the potential exists for Brookings to attract people from the
neighboring Counties.

We have utilized the projections prepared by the South Dakota State Data Center as the most
reliable predictor for the senior population in the area. At the time of the 2000 Census, there
were 3,065 senior citizensresiding in all of Brookings County. With the Cities of Estelline and
Arlington added to Brookings County, there were 3,589 seniorsin the Primary Market Areain
the year 2000. Within the City of Brookings, there 1,834 senior citizens, or approximately 51%
of the Primary Market Areatotal.

In 2005, there were an estimated 3,850 senior citizensin the Primary Market Area, including
approximately 2,200 older seniors, age 75 and above. Projections for the year 2015 expect
between 4,800 and 4,850 seniors in the primary market area, including approximately 2,400
older seniors. Although the entire senior population can be analyzed for specialized senior
housing, it is often the older seniors, age 75 and above, that access more service-intensive
housing options.
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A growing population of senior citizens and older seniors should result in some increased
demand for senior housing with services through our projection period.

Recommendation: While Brookings does have awide variety of life-cycle housing options, we
do believe that some market opportunities exist. Optionswill be discussed by housing type.

Assisted Living Recommendation - The current supply of assisted living units in Brookings and
the surrounding market area is adequate for the near-term. A modest expansion of assisted
living units would be possible closer to the year 2015, the end of our projection period.

The City has three licensed Assisted Living Centers with acombined 96 units. In the Primary
Market Areathere are an additional 40 licensed assisted living beds outside of Brookings.
Excluding the seniors living in nursing homes, the current supply of units in Brookings
represents a market penetration rate of approximately 2.7% of al seniorsin the Primary Market
Area. If only older seniors (age 75+) are analyzed, the existing units represent a market
penetration rate of 4.9% within the market area.

When the assisted living units available in the small communities are included in the
calculations, the percentages increase even higher. The existing assisted living projects
represent a market penetration rate of 3.8% of al seniors, and a 6.9% rate among the older senior
population.

We view these as relatively high percentages for unit availability compared to the number of
seniors. For comparative purposes, the State of South Dakota calculated the distribution assisted
living units Statewide at the end of 2005. The comparison was made to 2000 Census data on the
size of the senior population, and was not adjusted for nursing home residency. The South
Dakota distribution of unitsto total senior population was 3.1%. In urban geographic areas the
rate jJumped to 3.8% of al seniors. While the Brookings and market area statistics appear
compatible with Statewide patterns, in 2005 the average daily occupancy rate in South Dakota
was only 75%, implying that an oversupply of assisted living existed at these concentrations.

Based on the comparison of Statewide patterns, the number of assisted living unitsin the City of
Brookingsis not overly high, but when the other unitsin the market area are included, the area
has an above-average supply of senior assisted living.

The above-average supply of units has resulted in unit vacancies for many of the Assisted Living
Centers. Inthe City of Brookings, this vacancy level islow, but in some of the smaller
communities, alarge number of assisted living beds are unused. The only Assisted Living
Center in the primary market area that reported full occupancy was Stoney Brook Suitesin
Brookings, which also reported awaiting list for occupancy.

Our age-based projections show strong growth in the senior population through the year 2015,
but nearly all of this growth isfrom younger seniors, in the 65 to 74 year old age groups. Very
limited growth is projected among seniors age 75 and older. We believe that older seniors are
much more likely to use assisted living services. The 2005 Assisted Living Center report from
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the South Dakota Department of Health identified 88.3% of all assisted living residents as age 75
or older.

If the current assisted living unit distribution percentages are to be maintained in the year 2015,
based on our projections, the City of Brookings could add between 10 and 28 additional assisted
living units. For the entire market area, between 14 and 37 additional units would be
appropriate. These recommended ranges are wide, and reflect the differences in cal culations that
result from analyzing the entire senior population versus the older senior population. The lower
end of the range reflects projected demand when older seniors are viewed as the primary target
market. We believe that thisisthe best indicator of future demand. However, if existing
providers find that much of their demand comes from younger seniors, under age 75, then the
higher end of our recommended range would be appropriate for the year 2015.

It should be noted that we have looked at overall demand, not competitive positioning for
individual projects. We view Brookings as the best possible location for assisted living units. It
isvery possible that more units could successfully be constructed in Brookings than we have
recommended. However, this would probably reduce occupancy rates even further in
communities like White, Estelline and Elkton and Volga.

Light Service/Congregate Housing Recommendation - We believe that Brookings is under
served with light services senior housing. While we believe that units could be added in 2007,
the current market has some level of vacancy, which is difficult to explain. By the year 2015, we
would recommend the supply of light services units be expanded by 65 to 70 units.

The City currently has only 36 units that we would classify as market rate, congregate-style
apartment housing. One of the projects, Park Place Apartments does have five units that are
being used as offices, due to lack of demand, so it is possible that 41 units could be available if
needed.

Excluding the seniors living in nursing homes or assisted living centers, the current supply of
unitsin Brookings represents a market penetration rate of approximately 1.2% of all seniorsin
the primary market area. If only older seniors (age 75+) are analyzed, the existing units
represent a market penetration rate of only 2.2%. We did not identify any other light services
housing in the market area outside of Brookings, but this type of housing is not State licensed,
and is therefore more difficult to identify.

Our calculations, based on utilization rates in other communities, would expect at |east 84 light
services housing units in the Brookings market areain 2007, and between 105 and 110 total units
by the year 2015, or approximately triple the current inventory.

Memory Care Housing Recommendations - We believe that Brookings is under served with
memory care housing. By the year 2015, we would recommend that approximately 24 units be
available in the community.

There are no speciaized providers of memory care housing in Brookings or the surrounding
market area. The only provider that could be identified, Prairie Crossings Assisted Living,
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closed in 2004. Thisfacility apparently had 16 beds, and may have closed due to occupancy
problems. Housing for people with memory care issues may be provided in other senior
complexes, including nursing homes, provided the resident does not need to be in a secured
facility. It appearsthat people needing a secured facility must leave the area, possibly moving to
Sioux Falls, Madison or Watertown.

Our calculations would indicate that between 15 and 18 specialized memory care units would be
needed to serve the primary market area. By the year 2015, up to 24 units would be appropriate.
Despite our calculations, a project that supplied this number of units has closed, and no new
providers have entered the market. We were unable to learn any detailed information about the
reasons that Prairie Crossings closed in 2004. Thiswas a stand-alone facility, and it is possible
that it could not operate successfully based on the size of the operation.

State Policy Regarding Senior Housing with Services - The State of South Dakota has
commissioned a study of long-term care needs Statewide. The research for this project is
currently underway, with areport expected in November 2007. The results of this study may be
used to shape State policy on issues such as senior housing with services. Before proceeding
with any of the senior housing with services recommendations contained in this Study, we would
recommend that the results of the Statewide long-term care study be monitored for potential
impact on future senior housing devel opment.

5. Opportunity to Provide Housing with Servicesto L ower |ncome Seniors

Findings: In most South Dakota communities, there are few options for lower income seniors
needing housing with services. Some County and/or State assistance may exist, but most of the
existing projects cater to private-pay residents. Some private-pay facilities will not accept
Medicaid/Medicare residents, due to the payment restrictions.

Lower income seniors in need of more service-intensive housing will often move into skilled
nursing homes with their Medicaid/Medicare assistance. There are fewer financial mechanisms
that allow lower income people to move into Assisted Living Centers. A Statewide survey of
Assisted Living Centersin 2005 found that nearly 74% of assisted living residents were private-
pay, approximately 19% were Medicaid Waiver, and approximately 7% were SS| or State-paid.

Recommendation: One program opportunity that may exist isto utilize existing subsidized
senior housing projects to serve low income seniors needing some level of services with their
housing. There are numerous examples of Housing Authoritiesin Minnesota facilitating the
delivery of servicesin senior subsidized buildings.

By working with a home health care provider agency, the subsidized project can allow for
coordinated service delivery for frail elderly residents. In some examples, entire floors of senior
buildings have been used for housing with services, and the home health care agency establishes
an on-site office with 24-hour staffing. While services are contracted directly between the tenant
and the home health care provider, the on-site staffing makes the services readily available to
lower income people.
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While we are supportive of the senior subsidized projects in Brookings exploring a housing with
services option, it should be noted that State licensing or registration requirements would need to
be researched. At aminimum, it would appear that this type of housing with services
arrangement would require the housing project to register with the State as a Residential Living
Center.

6. Rental Housing Quality Issues/Rental Registration Program

Findings: Asdetailed in previous recommendations, the large student population at SDSU
creates some unique housing issues for the community. The overall impact on the City’ srental
housing market, and the changing status of subsidized housing occupancy pattens have already
been addressed. Other issues, such as the impact on neighborhood housing conditions will be
addressed in later recommendations.

One of the issues that directly impacts students in Brookingsis the physical condition of
available rental housing. Interviews with student representatives and focus group discussions
indicate that some students may reside in housing that is substandard, or that may pose a health
and safety risk. While unit quality and condition are not necessarily limited to students, it is
probably most pronounced among this group.

Students are generally looking for limited-duration housing options, for one or two years, and
may be willing to accept a unit that is close to campus, even if it isin poor condition. With the
low vacancy rate in the community, students needing to secure housing before the start of the
academic term may aso be more willing to compromise their standards. Student units are more
subject to overcrowding issues. While the City has in place a three unrelated persons occupancy
limit, this ordinance is very difficult to enforce, and some student units may have too many
residents, forcing some people to sleep in basements or areas without proper egress.

To address some of these problems, the City has put in place a Rental Housing Registration
Program that requires periodic unit inspections. Under the Program, each unit is to be inspected
every third year. However, it appears that the resources for this effort are not adequate to
maintain that schedule, and inspections are less frequent than every third year.

Student representatives that were interviewed for this Study helped to identify the quality and
condition issues that exist in Brookings. In response, the students are planning to organize their
own initiatives to improve the quality and condition of housing that is availablein the private
rental market. The students would create an internal mechanism to distribute information on unit
availability, aunit quality rating, and landlord responsiveness, among other items.

Recommendation: Most of the issues concerning rental unit quality have previously been
identified by the community and are actively being discussed. Specific programs and ideas are
in place to address rental housing condition and quality. However, it will be appropriate to
modify these approaches, as necessary to accomplish the desired objectives.
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For the Rental Housing Registration Program, this may involve applying more resources to
complete unit inspections on afaster schedule. It may also mean prioritizing units for
inspection, based on age, or market value, in an attempt to address units that are at greater risk.

The actual rental registration component of the Program may also need to be reviewed. Thereis
adiscrepancy between the number of registered unitsin 2007, and the number that would seem
to exist in Brookings, based on Census data. It istherefore possible that some units have never
registered, and have never been subject to the inspection requirements,

The student initiatives to improve quality will aso help to locate and improve substandard rental
units. Cooperation between the student system and City inspection staff can help to quickly
identify units that may pose health and safety risks.

7. L ocational Issuesfor Future Rental Development

Findings: As previously documented, our analysis indicates ongoing need for rental housing
production in Brookings through the year 2015. Overdll, our calculations show adequate
demand for 550 to 700 additional units over the ten-year projection period, when all demand
generators are examined.

Through the focus group and interview process, extensive discussion occurred about availability
of land in Brookings for future housing development, including land that is zoned R-3 and is
suitable for multifamily rental housing. While it does appear that adequate R-3 land is available,
it is not always located near the University, which isamajor attraction for potential student
renters.

Asrenta housing is developed in the future, it will be necessary to look for appropriate sites that
are suitable for new rental construction. During the course of research for this Study, some
different options were identified.

The City’ s downtown area appears very suitable for additional housing. According to
community representatives, there are aready 150 to 250 rental units that exist in the downtown
area. Most of these are occupied by students or other younger renters. The downtown area
offers numerous amenities for younger renters, including social and employment opportunities.
Plans for downtown redevelopment and renovation may include additional rental housing.
Downtown units that are designed to appeal to students should prove very popular.

There has aso been some discussion of new residential and mixed-use development on the east
side of Interstate 29. This area has typically been used for commercial and industrial activities.
The prime attraction for this areais the location near some of the largest employers, aswell asa
highway oriented commercia area aong the Interstate exit. Since housing east of the Interstate
would be especialy convenient for workers at east side business and industrial parks, aproject in
this location would be most practical if continued hiring occurs, especially of production level
workers. More moderate-rent housing would be appropriate in this location.
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Recommendation: In general, Brookings will need to add more rental units through 2015. As
other R-3 locations are used, there will be aneed to find sites that are suitable for the target
rental market. Provided that any housing that is constructed is compatible in amenities and price
with other options around the City, it is our opinion that it will be successful. The downtown
location, in particular, has the potential to appeal to student renters that make up between 45%
and 50% of the total rental market in Brookings.
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Home Owner ship Recommendations

Findings: The City of Brookings has experienced a significant increase in the level of owner-
occupancy housing development in recent years. Housing construction has included detached
single family housing, twin homes, town houses and a limited number of condominium units.

Some construction of owner-occupancy housing has also been occurring in the rural areas of
Brookings County, and in some of the smaller Cities. Citieswithin easy commuting distance of
Brookings, such as Volga, have had ongoing single family housing development. Other small
Citieswith alocal employment base, such as Arlington, have also had relatively strong owner-
occupancy construction. Of the small Citiesincluded in this Study, only Bushnell did not have
any housing construction, although no information was available from either Bruce or Sinai, and
it is probable that no significant level of construction has occurred in these two small Cities.

Between 2000 and 2006, the City of Brookings averaged approximately 86 new housing units
per year that appear to be for owner-occupancy. Of thistotal, an average of 76 new single
family detached homes have been constructed each year. Additional construction of attached
single family housing has represented approximately 10 units per year.

Although the City of Brookings has averaged 86 new owner-occupancy units per year since
2000, the level of annua production has varied widely. Between 2000 and 2003, the City
average 56 new single family detached houses per year. Between 2004 and 2006, the City
average 104 single family detached houses per year. Patterns for single family attached housing
in the form of twin homesis similar, with all of the construction occurring since 2004. Between
2004 and 2006, the City averaged 24 attached single family units per year.

Through the first six months of 2007, approximately 59 housing units that would appear to be
intended for owner-occupancy housing have been issued building permits. A review of July and
August statistics indicate that approximately 19 additional owner-occupancy units were
permitted in those two months. At this pace, it would appear that production of single family
housing in 2007 will be more consistent with the last three years, instead of the lower
construction level that was present earlier in the decade.

The attractiveness of the City and Brookings' status as an educational, employment and service
center should result in the continued construction of new homes annualy. In many
communities, there has been a severe slowdown in new home construction activity since 2006,
asthe regional and national housing markets have cooled. Through the first eight six months of
2007, this does not appear to be the case in Brookings. The Census building permit reports
indicate that the level of single family construction in Brookings for July 2007 and the months
immediately prior, have been at our above the level that has occurred since 2004.

The household growth projections used for this Study expect continued strong demand for
owner-occupied housing construction. Most of the growth that is anticipated over the next eight
years will be among households in the age ranges between 55 and 74 years old. Householdsin
these age ranges tend to be predominantly home owners, and form a market for higher priced
and trade-up housing.
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There is aso growth projected among younger households, in the 25 to 34 year old range, but
overal, adecrease is expected in the number of households age 54 and younger. The Brookings
areais prepared to take proactive efforts to recruit and retain younger households. Thiswould
involve efforts to keep recent graduates of SDSU in the area, by creating jobs that are well-suited
to their educations. It would also involve potential recruitment efforts, both nationally and
internationally to attract younger workers to the area for employment opportunities.

The projections that we have used for this Study cannot anticipate the potential success of future
community efforts to retain or attract younger people to the area. The projections are instead
based on the distribution of the current population by age, along with the past patterns of
retaining or losing certain populations. For example, in the past, only a certain percentage of
SDSU graduates have tended to be present in the community five or ten years after graduation,
and projections expect these patterns of retention to be relatively consistent in the future.

If the community is successful in keeping more students after graduation, the projections that we
have used would tend to be conservative. However, it should aso be recognized that the five-
state region will have a diminishing number of high school graduates through 2015, so even a
higher rate of retention would be somewhat mitigated by a smaller demographic pool of younger
adultsin the immediate region.

Our projections expect that the Primary Market Area of Brookings County, plus Arlington and
Estelline, can be expected to add approximately 110 new households per year through the year
2015. The combination of demand generators that we have examined would indicate that
between 85 and 100 owner-occupancy units will be needed in an average year through the ten-
year period. These numbers are averages, and it is very possible that production is some years
will exceed this average. For example, the City of Brookings alone has exceeded thislevel of
production in the last three years. However, over aten-year period, it is probable that lower
production years will also occur, which will lower the average.

While the average annual projection of 85 to 100 owner-occupancy units can be defended by
statistical calculations based on data since 2000, there is strong evidence that the short-term
construction patterns may represent an even better indicator of future activity. Based on the
success of the area’ s housing market since 2004, a high-end projection range can also be
provided for single family construction that anticipates that up to 120 owner-occupancy units
will be constructed in an average year in the Brookings area.

The projections used in this Study show limited growth in demand for entry-level owner
housing, due to an overall declinein the number of households age 54 and younger over the next
few years. To sustain the higher end of the housing construction range, the area would need to
be successful in its recruitment efforts of younger workers. It would also need to achieve
success with expanding the rate of home ownership among younger buyers, so that an expansion
in market shareis achieved in addition to expansion from overall household growth. The areais
in the process of developing anew technology park, that is specifically aimed at creating
professional employment opportunities. These economic development attempts could result in
higher rates of retention for recent SDSU graduates, as well as attraction of younger
professionals from other locations.
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While an increase in younger buyersis very possible, al available projections still indicate that
older buyers will be the primary source of demand for new construction activity. The age-based
projections would indicate that the strongest segments of the market will be trade-up housing
that would appeal to empty-nesters and younger seniors. Thiswould include attached housing,
such as high quality twin homes and town house units.

Home Owner ship Demand Projections

In the Table that follows, we have produced annual demand projections for different types and
different price ranges of owner-occupancy housing. The projections are annual, for the period
extending to the year 2015. The mid-range projection assumes that between 85 and 100 units
will be constructed per year. The high-end projection assumes that economic development and
housing incentive programs are successful, and that above-average growth resultsin 100 to 125
units being constructed per year.

To achieve the higher end of the projected range of annual home construction will generally
require the Brookings area to become more successful at attracting and retaining younger
households. Asidentified above, the best available projections would expect fewer households
age 54 and younger in the year 2015. In our high-end projections, we have used an assumption
that the Brookings area will be more successful in building houses that attract younger
households. Asaresult, most of the additional growth in the high-end projectionsis dueto
success in the entry-level home market.

Please note that these are annual projections to the year 2015. Price ranges used reflect 2007
construction and sales prices.
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Demand Projection for Annual Owner-Occupancy Housing Construction to 2015
Unit Type Price Range Annual Demand at Annua Demand at
Mid-Range Projection High-End Projection
Single Family Detached
Entry-Level $100,000-$150,000 13-15 15-28
Mid-Priced $150,000- $225,000 32-35 35-38
Higher-Valued $225,000+ 23-25 25-27
Total All Prices 68 - 75 75-93
Single Family Attached
Entry-Level $100,000-$150,000 4-6 6-9
Mid-Priced $150,000- $225,000 8-11 11-13
Higher-Valued $225,000+ 5-8 8-10
Total All Prices 17-25 25- 32

Source: Community Partners Research, Inc.

We have defined entry-level homes as single family units that would sell for between $100,000
and $150,000. Housesin this price range would typically appeal to younger buyers, first-time
buyers, or those households trading-up from an older, lower valued house or mobile home. New
construction at the lower end of this price range is very difficult to achieve. According to our
local research, the lowest priced single family detached home has recently been in the $129,000
pricerange. It ispossibleto produce single family detached homesin this price range if
different subsidies are used. For example, the HAPI project in Aberdeen was able to layer
various subsidies, including Tax Increment Financing, to lower sale prices significantly. Fo
example, a house with atotal development cost of $160,000 could sometimes be sold for
$135,000 when various subsidies were applied.

We have defined mid-price homes within a price range of $150,000 to $225,000. This price can
generally be achieved by private housing devel opers without the need for subsidies. Brookings
has active construction activity occurring within this price range. Going forward, we see this as
the strongest price range for new single family construction. At the higher end of the price
range, this represents a portion of the trade-up housing market. The large projected increase in
the number of households age 55 and older iswell suited to trade up housing. Houses priced at
the lower end of the range would be available to serve younger professional workers.
Increasingly, employment in the Brookings areais aimed at growth of corporate head quarters
and professional-level jobs. These households have more income that can be applied to home
purchase.

We have defined higher-valued homes as those priced at $225,000 and above. Once again, the
private housing market has been very successful at serving this segment of the market in the
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Brookings area. Through the year 2015, the largest net growth of any demographic segment will
be householdsin the 55 to 64 year old age range. Traditionally, this age group has owned the
highest average value homesin the area. Strong growth in this age cohort, as well as households
in the 65 to 74 year old range, will keep the market strong for higher-valued homes.

It should be noted that some additional construction will occur that is less than $100,000, dueto
the efforts of groups like Habitat for Humanity and Inter-Lakes Community Council. This
housing serves alower income group that could otherwise not be served by private market
efforts.

8. Establish a Goal of Constructing 20 or More Entry-L evel Homes Per Y ear

Findings: The focus group and interview process used as part of the research for this Study
frequently cited affordable home ownership options as a major community need. Thisissue was
raised by awide variety of people, ranging from housing agency representatives, who
traditionally work with lower income people, to large employers, who see the issue as critical to
the attraction and retention of a quality workforce.

Brookings has multiple factors that have contributed to a shortage of affordable ownership
housing. One primary factor isthe substantial growth in the community within the last few
decades. Asaresult, Brookings has arelatively small supply of older, single family homes.
Older units often represent a very affordable ownership option in most communities. However,
fewer than 20% of the owner-occupancy homes in Brookings were constructed prior to 1940.

Another factor that has negatively impacted affordability is demand from student renters. Unlike
most communities, there is very strong competition from the rental market for older single
family homes. Property investors have been able to purchase lower valued homes in need of
repair, and use these houses for renter-occupancy. In most communities, these houses would
continue to revolve as affordable ownership units.

The combination of growth and demand has resulted in continued upward pressure on existing
home prices. Our review of recent sales data shows that the median sales price for existing
homes was $142,000. Approximately 36% of recent sales were for less than $130,000. Inthe
new construction market, there are some single family houses that can be purchased in the
$130,000 price range, but most new construction is priced at $150,000 or more.

In the Housing Affordability and Income section of this Study we have attempted to define
affordable housing thresholds for the area. In any such calculation, certain assumptions need to
be made, which have a direct impact on the result. For ownership housing, we have defined a
purchase price of $125,000 or less as affordable for a median income household. A large
majority of the existing home sales, and nearly all of the new construction houses are above this
threshold.

In recent years, only limited activity has occurred in producing single family homes priced under
$150,000. However, at the time of this Study, the Home Ownership Assistance Program
(HOAP) was becoming more active in Brookings. This group has been able to achieve larger
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volume devel opment of affordable housing in Aberdeen and plansto replicate this approach in
Brookings.

In Aberdeen, the initiative was called Homes Are Possible, Inc. (HAPI). Since 2003, HAPI has
been very successful in developing affordabl e lots and constructing affordable homes. HAPI's
first subdivision included the development of 25 affordable lots and the construction of 25
affordable homes. HAPI’s 2" phase development included 58 acres and 112 affordable lots.

There are a variety of homesin the HAPI Subdivision in Aberdeen. The prices of the homes
range from less than $135,000 to more than $200,000. Multiple programs from several agencies
provide down payment assistance, low interest mortgages, deferred loans, and other financial
assistance to help income qualified households with purchasing these homes. The HAPI
Subdivision includes Governor’s Homes, homes that will be devel oped through the Rural
Development Self Help Program, modular homes and houses constructed by local builders.

The HOAP approach in Brookings has a goal of producing some ownership houses as low as
$110,000, and serving households with incomes as low as $25,000.

Private devel opers are also becoming more involved in the affordable end of the market. During
the course of research for this Study, the Valley View project was being planned to specifically
address the need for more affordable homes. This project was utilizing many cost saving
strategies, including smaller lots, and attached home construction. This project had also
attempted unsuccessfully to reduce infrastructure costs, such as building more narrow streets.

Recommendation: New construction of entry-level single family homesin the Brookings area
has been limited in recent years. Based on the research completed for this Study, we believe that
the area should set agoal of attempting to construct 20 or more new entry-level homes each year
through the year 2015. In current prices, we would define an entry-level home up to $150,000.
However, atarget price of $125,000 would be better suited to current incomes and home buying
power. To achieve an ownership purchase price of $125,000, significant cost saving measures
will be needed, along with probable development or financing subsidies. Thiswill somewhat
limit the area s ability to generate this type of housing, as devel opment subsidies may be as high
as $25,000 per home.

Our projections show only limited growth in demand from younger home buyers to the year
2015. Under our projections, the annual demand for new entry-level homes would be between
17 and 21 units per year. With proactive efforts to attract younger workers, and retain a higher
percentage of recent SDSU graduates, we believe that annual production of entry-level homes
could potentially be as high as 38 units per year. Production at this level would also be partly
dependent upon raising the rate of home ownership among existing younger households. In
2000, the rate of home ownership was only 48% for households in the 25 to 34 year old age
group. While a graduate student and recent graduate population in the area can explain part of
this low ownership rate, it also appears to be an issue of supply and willingness to invest in home
ownership.
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The Brookings area intends to aggressively recruit and promote the community to younger
households, primarily through the creation of attractive job offerings. Thiswould involve both
retention of recent SDSU graduates, as well as attracting younger households from other parts of
the country. The success of these efforts could also significantly boost demand from younger
home buyers.

While affordable new construction will be needed, we also believe that the existing housing
market will continue to address most of the demand for younger home buyers. The recent home
buyer survey completed as part of this Study found that 84% of the buyers acquired an existing
home, and only 16% purchased a newly constructed home. Thiswould be partly explainable by
the lack of supply of new homes that are priced as entry-level options, but it is aso areflection
of the good value that is available in the existing home market.

With projected growth from households age 55 and older, the community has the ability to
generate roll-over opportunities within the existing stock. Empty-nester and younger senior
buyers that move into trade-up housing, attached single family new construction and luxury
rental units will help to make older single family houses available for sale. The morethe life-
cycle concept is successfully implemented over the next ten years, the more opportunities that
will be created for younger buyersin the existing single family stock.

One note of caution that should be identified is the potential impact that an affordable new
construction initiative can have on existing home prices. Currently, older existing homes
represent the primary ownership opportunity for entry-level buyers. In the recent home buyer
survey completed as part of this Study, 27 of 32 buyers had purchased an existing home, and
only five had purchased new construction. The prices for existing homes have continued to
escalate as demand has grown, but used houses still typically sell at a discount to new
construction. If the community elects to subsidize new construction with financial incentives, it
may be possible that new houses are selling at a discount to existing homes, which could have
the affect of placing downward price pressure on used homes.

9. Majority of New Construction Market will be from Empty-Nestersand Young
Seniors

Findings: Higher-priced single family housing has been amarket strength for new construction
activity in Brookings in recent years. Thisis very consistent with the demographic patterns that
have been evident both locally and regionally, as the large “baby boom” generation has moved
through the aging cycle, and has continually upgraded their housing. This patternisaso
consistent with the importance of professional level jobsin the community. Ashometo South
Dakota State University and a number of corporate head quarters, Brookings has had solid job
growth in professional and executive level employment opportunities.

Going forward to the year 2015, we continue to see a strong market for home ownership housing
in Brookings and Brookings County. Our projections indicate that between 73% and 77% of the
demand generated by net household growth will be for ownership housing. Prior to the year
2000, Brookings was producing more rental housing units than ownership units on an annual
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basis. Since 2000, this pattern has reversed, and we expect it to continue through the end of our
projection period. Our ten year projections show annual demand for between 85 and 100 owner-
occupancy housing units through the year 2015.

Within the demand from household growth, households in the age range between 55 and 64
years old will represent the largest growth of any age group. Between 2005 and 2015, there will
be as many as 619 to 685 additional householdsin this 10-year agerange. This group has
historically had the highest rate of home ownership in Brookings County, at nearly 85% at the
time of the 2000 Census. This group also tends to be near the top for median household income.
The income projections expect households in this age group to have a median income of
approximately $65,000 in the year 2012. A household at the median could afford more than
$1,600 per month for housing, and many households can afford substantially more.

The second largest growth projected by age group is for households age 65 to 74 years old.

Once again, this group has traditionally had avery high rate of home ownership, at nearly 80%.
The median projected income for this group is lower, at approximately $49,000 in 2012,
reflecting the movement from employment to retirement income. However, this group does
have asset accumulation, and substantial equity available from their existing home. Asaresult,
thereis still considerable buying-power within this growing age group. Age-appropriate housing
options will be especially appealing for this younger senior group.

Overdl, the Claritas income projections between 2007 and 2012 show solid income growth for
all ageranges. There should be areduction in the number of households earning less than
$60,000 per year, and an increase in the percentage of households earning $60,000 or more.
The projections show particularly strong growth among househol ds earning $100,000 or more
per year.

Recommendation: Building attractive, amenity-filled housing for households age 55 and ol der
will be the fastest-growing share of the home ownership market in Brookings County through
the year 2015. Thiswill represent amix of trade-up single family homes, as well as lifestyle
housing, that will appeal to mature households as they age.

Because nearly all of the households in these 55 and older age groups aready own a home, they
can apply considerable home equity, along with strong income, to their home purchase.

We believe that building to this market strength is one of the best community strategies to
addressing affordable ownership needs. As empty-nester and senior households trade-up to
better, or more life-cycle appropriate housing, they will be selling an older, existing home,
typically of lower value.

Since the growing demographic of households age 55 and older will typically own their current
housing, their decision to purchase a different house will be based on economic considerations.
The strength of the local economy should have a positive impact on the confidence to invest in
new housing in the community.
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The price appreciation for existing homes will also factor into the decision. By all indications,
values for existing homes have continued to rise. Our review of sales datain recent months
indicates that the median sales price for an existing homein Brookingsis $142,000. This
median price for existing homesis driven by strong demand, and is not substantially below the
cost for amoderatel y-priced new construction home. The ability of households age 55 and older
to sell their previous home for agood profit will help them to make a decision to upgrade their
housing.

The only potential demographic weakness that could impact this upward housing mobility is the
projected decline in the number of households age 54 and younger through the year 2015. If
accurate, this would indicate somewhat reduced demand from younger buyers, especially
householdsin the 35 to 54 year old age groups. However, thisis the demographic group that
Brookings |eaders hope to attract to the community over the next ten years, through attractive
job creation and higher retention rates among SDSU graduates.

10.  Overall Lot Availability Appearsto be Adequate - Efforts May be Required to
Produce More Affordable L ots

Findings: Aspart of this Study, we attempted to determine if an adequate inventory of available
residential lots exists in Brookings for future single family housing construction. Information
was obtained from the City Planning Office and from local developers.

At the time of our interview with City Planning staff, there were 183 residential lots that were
platted in 2007. While some of these have since been utilized for new construction, the lots
created since 2006 have exceeded actual home construction since that time, so some available lot
inventory remains. More than 200 additional lots are available to be developed in existing
subdivisions, or arein the planning phase. Lots are distributed in as many as 14 different
subdivisions, which alows multiple options for prospective buyers. The active subdivisions
identified by Planning staff include:

Timberline - 80 platted lots, although most are aready devel oped
Indian Hills, Onaka Village, Teton Village - 25 lots
Hunter’s Ridge First Addition - 15 lots

Hunter’ s Ridge Second Addition - 20 lots
McCleman’s - 30 lots

Blair Hill Addition - 100 lots

Bluegill Addition - 80 lots

Windmere - 75 lots

American - 30 lots

Valley View - 20 lots

Moriarty Edge - 25 lots

Moriarty Fourth - 30 lots

Camelot Square- 20 lots

Prairie Hills- 90 lots

v v v v v v v v v v v v v v
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According to the Planning Department, there are also as much as 189 acres available for future
development. The City’s Comprehensive Plan has a devel opment schedule that extends to the
year 2050, indicating that an adequate supply of land exists for long-term devel opment, but this
does assume that forced-sewer will be utilized and that unusable tracts will be leapfrogged as
devel opment proceeds.

Brookings has local developers that are capable and willing to address lot development needs.
The major local developers are able to quickly develop land and projects as demand dictates.
This efficiency in lot development helps eliminate unnecessary costs that could result if an
oversupply of land or unitsis created. High costs associated with land development limit
developers willingness to develop more lots or units than can be quickly absorbed by the market

Increasingly, the Brookings areais seeing interest from devel opers from outside communities,
including Sioux Falls. According to the focus group meetings, at least two developers from
Sioux Falls have been exploring possibilities for |ot devel opment in the neighboring community
of Aurora.

The City has also received interest from nonprofit developers. The Home Ownership Assistance
Program, Inc., (HOAP) is anonprofit community housing devel opment organization. This
group, which has worked extensively in Aberdeen under the name Homes Are Possible, Inc.,
(HAP), islooking for opportunities to develop affordable lotsin Brookings. The availability of
affordable lots for single family housing construction is viewed as a more significant issue for
Brookings than overall lot availability.

Some of the smaller communities around Brookings have also had successful residential
subdivisions developed. Both Arlington and Volga, in particular, have had ongoing home
construction due to attractive lot options. Volga has the potential to be a successful aternative
residential community to Brookings, given the close location and easy highway access to
Brookings. The City of Auroraalso appears to have lot development potential, given its location
immediately east of Brookings. However, this community has some service and infrastructure
hurdles that would need to be addressed before larger-scale development could occur. Given
Aurora ssmall size, thereisless municipa staff capacity that can be devoted to development-
related issues.

Recommendation: We typically use a standard that a 2 ¥z year supply of lots should be
available in the marketplace, based on annual ot usage. In Brookings, single family lots,
including lots for twin homes and town houses, can be used for both rental-occupancy and
owner-occupancy. For example, in 2007, there have been nearly as many side-by-side duplexes
constructed in Brookings as twin homes. Asaresult, lot usage has been averaging
approximately 135 lots per year in the most recent years.

Applying the 2 %2 year standard, the City’ s available |ot inventory may be too small, as more
than 330 lots should be available or in the development phase. Depending on the status of 2007
projects, it is probable that fewer than 300 lots are in the pipeline. However, thisis not an area
of concern. Since the local development community can proceed quickly with new lot platting
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and development, it does not appear that an overall lot shortage has the potential to constrict new
home construction.

The best available evidence suggests that most of the new home construction in Brookingsin
recent years has been of higher priced homes. Most of thisis customized construction, rather
than speculative home construction. The lot inventory for these types of homes is adequate.

There is greater concern in the community about lower-priced lots. According to the focus
group discussions with Realtors, lot prices start at about $29,000. It would be advantageous for
the City to encourage the development of lower-priced lots for more affordable ownership
options.

The ability to produce affordable lotsis directly linked to prices for undeveloped land. In
Brookings, land prices can be as high as $20,000 per acre, compared to prices as low as $5,000
per acre in other communities. The ability to produce affordable lotsis also impacted by
development requirements that exist in the City relating to public infrastructure, street widths,
drainage plans and other similar issues.

11.  Attached Single Family Housing May Represent Between 25% and 30% of Future
New Construction

Findings. Based on along-term review of City building permit reports, construction of twin
home and town house unitsin Brookingsis arather recent trend. Between 2004 and June 2007,
84 attached single family units have been constructed, al in the form of twin homes. Prior to
2004, the last identified town house development had occurred in 1989. It is possible that
inconsistent reporting practices in the building permit annual reports may have undercounted
other twin home and town house construction between 1990 and 2003.

While the level of attached single family construction prior to 2004 was very limited, this type of
ownership housing has represented nearly 19% of all ownership housing construction since
2004.

Attached single family housing construction can help achieve multiple community housing
goals. First, it can help to reduce housing development costs through smaller lots, less front-
footage for infrastructure development, and construction savings through common wall(s).

Second, attached housing can expand the life-cycle housing choices for residents. It can bea
desirable alternative for empty-nesters and seniors looking for reduced maintenance by moving
out of their older single family house. It can aso be an attractive option for younger households
also looking for a more affordable housing option that does not require extensive maintenance
and home improvement. According to area Realtors, younger buyers will purchase an attached
housing unit if the priceis attractive.

Recommendation: Our projections would indicate that attached single family housing will
account for between 25% and 30% of al ownership housing construction in Brookings by the
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year 2015. Thiswould typically bein the range of 20 to 30 units per year. We believe that 75%
or more of this production will serve the mid-level to higher-value segment of the market. A
much smaller percentage will serve the entry-level segment. However, if construction prices do
escal ate rapidly in the coming years, construction economics may force additional volume into
the attached housing products.

While demand may come from multiple demographic segments, we believe that most of the
construction should be oriented to younger seniors, in the 65 to 74 year old age group, and to
empty-nesters. This segment of the market will be looking for a unit with attractive amenities,
and one-level living options that are largely barrier-free. In the near-term, we would recommend
twin home and town house units, in recognition that a younger senior and near-senior group will
form the primary target market. After 2015, the population of older seniorswill continue to
grow, and condominium units and cooperatively owned housing should add market share.

To alessor extent, some attached single family construction will be appropriate for younger
buyers. However, considerable efforts will be made to construct affordable single family
detached houses within the next few years. Depending on the success of these new efforts, it
may be difficult to create a significant purchase price differential between attached and detached
single family housing. Lot pricesfor detached construction, starting at approximately $30,000,
are not overly high, and the actual dollar savings that can be achieved from attached housing
construction may not yield a significantly lower price when compared to smaller lot single
family detached housing.

At the time of the research for this Study, a private development group was working on an
affordable development that includes affordabl e attached housing units. These units are based
on one-level living, with seniors as atarget market. The market success to this project will help
to define the demand for a more affordabl e attached housing unit.

The public sector’ s role in promoting attached housing development should be limited as the
private sector is meeting this housing need. The City should assure that adequate land is
available for development and that zoning allows for attached housing construction in desirable
areas.

12. Utilize Infill Lotsfor Very Affordable Housing Development

Findings: Nonprofit housing groups, such as Habitat for Humanity, can greatly benefit from the
availability of low cost lots. Infill lots that already have access to municipal services, can reduce
development costs even further. However, the supply of such lotsin Brookingsis very limited.
Infill lots that were available in the past have aready been utilized for new home devel opment.

Aswill be discussed in greater detail in some of the Housing Rehabilitation Recommendations
that follow, we have completed a housing conditions analysisin eight of the City’s older
neighborhoods. This survey identified 27 houses that are dilapidated and probably beyond
repair. In aseparate recommendation, we have promoted the acquisition and clearance of
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dilapidated houses. Once demolished, some of the cleared lots may be suitable for
redevel opment as affordable housing.

Some of the Brookings area housing nonprofits, such as Habitat for Humanity and Inter-Lakes
Community Action, are attempting to sell houses for less than $120,000, and serve households
with incomes as low as $25,000. Thisis generally done through self-help type construction
arrangements. Very low interest mortgage programs are also used, such as those offered through
USDA Rural Development, which can offer rates aslow as 1%, and aterm that can extend
beyond 30 years. Because of the resources that need to be applied, both Habitat and Inter-Lakes
have limited capacity for housing production at this price.

Recommendation: In the Housing Rehabilitation recommendations that follow, we have
encouraged the City to identify parcelsin existing neighborhoods that are suitable for
redevelopment. This may include activities such as acquisition and clearance of existing
structures. Priority could be given to parcels that are suitable for reuse as affordable housing.
The City has multiple nonprofit agencies that can complete affordable new construction projects,
including Habitat for Humanity and Inter-Lakes Community Action.

Another development option would be to establish aLand Trust Program for infill parcels.
Through aLand Trust approach, affordable homes could be constructed on redevelopment sites.
Permanent affordability is achieved when the Land Trust maintains ownership of the land
beneath the affordable homes, selling only the house and garage to the buyers and entering into a
99-year renewable lease for the land. Land Trust home owners who choose to sell their homesin
the future will receive what they paid for the home plus a defined percentage of the increase in
value of the home. Sincetheland is not sold, and the equity appreciation is capped, the units
remain along-term affordable option.

13. Consider Alternative Housing Typesto Achieve Affordable Goals

Findings:. Affordable home ownership in Brookings has generally been defined in terms of
single family detached housing options. Most of the nonprofits that are active in serving lower
income people are using traditional, stick-built construction, although this sometimes involves
self-help arrangements where the owners do some of the construction work.

During focus group discussions there were comments that modular, or factory-built housing was
not being actively used as a housing option in Brookings. A review of building permit activity
for 2007 showed only one modular home being placed in the City.

Other communities, including Watertown and Elkton were identified as having a greater volume
of modular housing, and using this type of housing to lower ownership costs. Itisnot clear if the
lack of modular housing is market driven or if there are barriersto using this product. For
example, during the focus group discussions, numerous references were made to covenantsin
existing subdivisions. It is possible that modular home products are not allowed for use in some
subdivisions.
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Another very affordable option that is used elsewherein South Dakotais the Governor’s House
Program. This Program provides a very affordable home that is constructed off-site and moved
into the community. The house may be priced as low as $33,000. After being moved and placed
on a permanent foundation, a cost less than $70,000 has been achievable in some cities.

This product has been used very rarely in Brookings or the Brookings area. Statewide, more
than 1,600 Governor’s Houses have been placed. The lack of usein Brookings may be due to
land costs, restrictive covenants and/or general market conditions, but this would be a resource
for futureuse. In Aberdeen, where the Governor’s House product has been used extensively,
the HAPI subdivision was a popular location. A possible HOAP subdivision in Brookings may
help to expand the use of this housing product.

Another option to consider is adding even more mobile homes. Brookings aready has alarge
inventory of mobile homesin 16 parks. Based on housing inventory estimates, between 9.5%
and 10% of the City’ stotal housing stock isin mobile homes. If only single family homes are
considered, mobile homes represent more than 16% of the stock. Although mobile homes
represent one of the most affordabl e options, these units tend to lose value over time, compared
to price appreciation that occurs with most traditional housing.

Recommendation: There are alternatives to stick-built housing that can represent significant
cost savings. These housing types, including modular homes or factory-built housing, are not
often used in Brookings. According to the focus group discussions, these types of housing have
met with community opposition in the past. In addition, many subdivisions have restrictive
covenants in place that limit the use of some of these aternative housing types, based on items
such as minimum house size.

The concept of using alternative housing products may require a community debate. To utilize
these lower cost products, it may be necessary that the City promote the development of specific
subdivisions designed for these types of housing.

The City could also promote additional development of mobile home parks. However, alarge
concentration of this type of housing already existsin the community, and some of the units are
in poor condition. It would therefore seem more appropriate to work on improving the condition
of the existing mobile home stock, rather than expanding the size of the inventory.

14. Consider Community Incentivesto Promote Affor dable New Construction

Findings. Constructing new stick-built homes for less than the affordable threshold of
$125,000 will be extremely difficult to achieve without the use of subsidies and incentives. In
other South Dakota communities, including Aberdeen, incentives have been provided to private
builders to construct affordable homes.
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In the HAPI Subdivisions in Aberdeen, these incentives include:

>

Builder initialy pays $2,000 for the lot, with the remaining amount paid when the home
issold

Builder does not pay water/sewer hookup fees or building permit fees until the home
sels

A risk pool will be set up by Absolutely Aberdeen that will assist with interest payments
on the builder’s construction loan if the home does not sell in areasonable period of time
The price of the lotsin the HAPI Subdivision is $12,000 for low income households and
$19,900 for higher income buyers. The HAPI Subdivision isin atax increment district
which has assisted with keeping lot prices affordable.

Recommendation: The City of Brookings has not been actively involved in the past with
affordable housing development. The City has been active in economic development issues, but
has largely left housing to the private market.

A significant policy-shift would be needed, but to address affordable housing, some new
initiatives may be required. If the community decides that incentives are appropriate, the HAPI
subdivisionsin Aberdeen may be a model that could be replicated. The Greater Minnesota
Housing Fund’s efforts in communities such as Marshall, Worthington, St. Peter and Pipestone
could also be considered. The Best Practices section of this Study presents information on some
of these initiatives.
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Housing Rehabilitation

Findings: Brookings has a strong asset in its existing housing stock. Existing units, both now
and into the future, will represent the large majority of the affordable housing opportunities.
Existing units generally sell at a discount to their replacement value. Units that are not
maintained and improved may dlip into disrepair and be lost from the housing stock. Efforts and
investment in housing rehabilitation activities will be critical to offering affordable housing
opportunities.

The following specific recommendations are made to address the housing rehabilitation needs.

15. Develop a Neighborhood Revitalization Program

Findings: The housing conditions in several of Brookings older neighborhoods are a causing
concern. In the focus group sessions it was frequently mentioned that poor housing conditions
had previously been confined to certain blocks immediately surrounding the University. Over
time, housing blight had spread to other neighborhoods around the City. Some neighborhood
groups are beginning to organize in an attempt to address substandard housing conditions. A
coordinated neighborhood revitalization would be one possible solution to these issues.

As part of our research for this Study, Community Partners Research, Inc., surveyed the housing
conditions in eight older neighborhoods. A map showing the boundaries of the neighborhoodsis
provided on page 66, in the Existing Housing Inventory section of thisreport. These
neighborhoods were selected for analysis by Community Partners Research, using input from
focus group meetings, interviews and input from City staff.

These neighborhoods primarily represent the older housing in the City, and are at the greatest
risk of experiencing deterioration. The neighborhoods have many amenities, including their
location close to downtown, churches, schools, and the University. However, the neighborhoods
also have many substandard dwellings, a high percentage of rental structures and traditionally
have high turnover rates. It isnecessary to invest in these neighborhoods to assure future vitality
and eliminate the possibility of further deterioration.

We surveyed 1,252 homes in the eight neighborhoods, and the following is a summary for all
neighborhoods:

483 (38.6%) - Sound and in good repair

452 (31.6%) - Minor rehabilitation needed

290 (23.2%) - Major rehabilitation needed

27 (2.1%) - Dilapidated and possibly beyond repair

v v v v

Concentrations of substandard houses varied by neighborhood. In some of the neighborhoods,
more than 25% of the houses were rated as either dilapidated or needing major repair.
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Recommendation: We recommend that the City of Brookings and area housing agencies
develop acoordinated plan for neighborhood revitalization. The plan could prioritize the
neighborhoods by need, potential for success and ongoing projects that are in the planning or
implementation process.

Research should be undertaken in the priority neighborhoods including:

Number of tax parcels

Total number of residential parcels

Type of tenure of each residence - owner vs. renter

Number of unitsin each structure

Number of boarding houses or higher density units

Estimated market value of each parcel

Condition of each structure (standard, substandard, dilapidated)
Identification of areas where severa parcels can be assembled for possible
redevel opment

> Identification of projects and programs in the neighborhoods in the planning or
implementation phase

Identify street, utility and other public needs in the neighborhoods
Identification of other neighborhood problems or needs

v v v v v v v v

v

v

With thisinformation, redevel opment strategies and opportunities should be identified for the
sel ected priority neighborhoods including:

Highest and best use for each parcel in the neighborhood
Owner-occupied rehabilitation

Renta rehabilitation (HOME funds)

Purchase / rehabilitation programs

Lease to purchase programs

Demolition of dilapidated structures

Infill new construction

Land pooling for larger town home, condo and attached housing projects
Public projects (streets, utilities, parks, etc.)

Consider rezoning and/or replatting to make areas and parcels more desirable for
redevel opment

> Other projects and projects identified through the strategy process

v v v v v v v v v v

The plan should be evaluated on an ongoing basi s as opportunities and potential projects may
change priority neighborhoods. The plan should include time lines, responsible staff/agency and
funding sources.

It must be noted that neighborhood revitalization can initially result in the loss of affordable
housing, but redevelopment projects, in-fill construction and other affordable housing projects
can assure that there are overall net gainsin the affordable housing stock long-term.
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16. Promote Rental Housing Rehabilitation as Part of Neighborhood | mprovement
Efforts

Findings: Brookings has an extremely large supply of rental housing, due primarily to the
demand created by students at SDSU. Much of this rental stock isrelatively new housing, asthe
City experienced the construction of more than 3,000 renta units between 1960 and 2000. Less
than 19% of the City’ s rental stock is pre-1960 construction.

Another benefit to the overall condition is that much of the multifamily rental inventory is
owned or managed by large management companies that do a good job of maintaining the units.
With extremely high rates of occupancy, there is good cash flow to address maintenance needs.
However, there is also the potential for accumulated wear-and-tear, as units may rarely be off-
line for routine maintenance, and student renters can cause an above-average need for

mai ntenance.

While most of the rental stock isnewer housing in large rental complexes that are well
maintained, the City aso has a stock of rental unitsin single family houses, converted buildings
and accessory apartments that often represent the older rental inventory. These units, especially
in certain older neighborhoods of the City, may be in poor condition. In aprevious
recommendation we had addressed concerns expressed by student representatives at SDSU about
condition and quality issues in housing used by students.

According to focus group discussions and interviews, the City’s older single family housing
stock is most susceptible to conversion into rental housing. These old, lower valued units are
acquired by investorsfor use as student rentas, especially if they are located within the vicinity
of SDSU. The City’s Rental Housing Registration Program lists 389 one unit rentals, which
would presumably be single family homes.

The housing conditions analysis completed for this Study, and detailed in the Existing Housing
Inventory section of the document, presents information at the neighborhood level. In some of
the older neighborhoods, there are relatively large concentrations of houses in need of repair.
While the survey did not know whether a specific home was owner or renter occupied, it is
assumed that many of the houses found to be in poor condition are for renter-occupancy.

Recommendation: The City of Brookings, local housing agencies and rental property owners
should access available funding to promote rental housing rehabilitation as needed. In South
Dakota, HOME funds through the U.S. Department Housing and Urban Development (HUD) are
the primary source for funds for rental rehabilitation. Inter-Lakes Community Action Agency
administers rehabilitation programs and SDHDA administers the HOME funds for larger rental
complexes. The federa low income housing tax credit program also can be used for
modernization of larger complexes, but the prohibition on student occupancy makes this
program less desirable in Brookings.

Therental units that may be in greatest need of rehabilitation, such as single family rentals, may
be the least interested in participating in agovernment program. However, with the inspection
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requirements associated with the City’ s Rental Housing Registration Program, it may be possible
to identify those unitsin need of repair, and encourage them to access resources.

The City of Brookings could also look for other funds, including alocally created revolving
fund, that would allow for program design flexibility, which makes arental rehabilitation
program for small properties workable.

17. Promote Ongoing Owner-Occupied Housing Rehabilitation Programs

Findings: The City’s attempts to create more affordable housing options for workers will be
directly tied to rehabilitation efforts for older homes. Older single family houses represent the
large mgjority of the affordable owner-occupied housing opportunitiesin the City. According to
the focus group discussions, many prospective home buyers are less interested in “fixer upper”
houses, preferring instead to buy and occupy a unit that does not need repairs. Asaresult, some
of the older houses needing repair that do come up for sale are purchased by investors, who
convert them to rental use.

The housing condition survey completed for this Study rated 1,252 single family houses in eight
of the City’ s older neighborhoods. The results of this survey are provided in the Existing
Housing Inventory section of this document. The survey rated 452 homes as needing minor
repairs and 290 homes as needing major repair. The concentrations of these homes varied by
neighborhood, but in some areas, more than 60% of the houses werein need of repair. These
houses may be both owner- and renter-occupancy units. Without rehabilitation assistance, there
isthe potential that the affordable housing stock will shrink in these neighborhoods.

Recommendation: The City of Brookings should promote ongoing efforts to rehabilitate older
homes. The City should continue to work with Inter-Lakes CAP, SDHDA, Rura Development
and local financia institutions to provide financing for housing rehabilitation.

18.  Acquireand Demolish Dilapidated Structures

Findings: Our housing condition survey, identified atotal of 27 housesin the eight older
neighborhoods that we surveyed, that are dilapidated and too deteriorated to rehabilitate. Most
of these houses were concentrated in two neighborhoods. There may be additional dilapidated
homes in other neighborhoods that were not surveyed.

Recommendation: We recommend that the City of Brookings use an aggressive approach to
demolishing severely dilapidated structures. The City’ s neighborhoods are enhanced when
blighted and dilapidated structures are removed. Also, some of the cleared lots can be utilized
for the construction of new affordable housing units.

The City could a so develop partnerships with housing agencies and private devel opersto
construct new housing on cleared parcels.
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19. Consider a Mobile Home Park I mprovement Program

Findings: Brookings has arelatively large inventory of mobile home units. At the time of the
2000 Census, mobile homes represented 9.5% of all housing unitsin the City. Thereisno City
information available on mobile homes that have been added since 2000, but avisual inventory
of the parks resulted in atotal count of 816 mobile homesin Brookings. Thiswould seem to
indicate that 113 units have been added since the Census. Possible expansions of mobile home
parks are also possible in the future.

Community Partners Research, Inc., conducted a condition survey of the mobile homesin
Brookings 16 mobile home parks, as well as two parks that are just outside of the City limits. In
all 18 parks, there are atotal of 884 mobile homes. The condition ranking for all mobile homes
was:

317 (35.9%) - Sound

262 (29.6%) - Need minor repair
226 (25.6%) - Need maor repair
79 (8.9%)- Dilapidated

v v v v

In addition to the poor condition of some of the mobile homes, there are problems unique to
mobile homes in mobile home parks, including the tendency to decrease in value and the
concentration of alarge number of households in asmall area.

Recommendation: Addressing the issues created by substandard mobile homesis not easily
solved. Some communities have rehabilitated older units, but thisis difficult to accomplish
because of the type of construction of mobile homes, and it israrely cost effective. Some
communities have established programs that provide for the purchase and removal of
substandard mobile home units, provided a newer unit replaces the acquired dwelling. While
this approach can work well in upgrading the stock, it can be expensive, especially when there
are alarge number of homes in poor condition.

Several communities have initiated innovative programs that address mobile home conditions
and mobile home park issues. We recommend the City of Brookings or area housing agencies
consider the implementation of the following:

> Operation Safe Mobile Home Park - Owners of substandard mobile homes are given
the option of voluntarily selling their substandard mobile home to the City or an area
housing agency for afixed minimum price. The mobile homes are then removed from
the park and demolished/salvaged. The owner could then use the funds from the sale to
help purchase anew home. In some cases, housing agencies have provided funding for
down payment assistance or gap financing programs to purchase new mobile homes.
Also, mobile home deal erships have participated with buying the salvaged homes.

> Time of Sale Inspection Program - Thisinspection program is designed to provide safe
living conditions to community residents through the identification and elimination of
basic life/safety hazards in older mobile homes. Mobile homes are subject to inspection
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prior to their sale. All identified safety hazards must be corrected before the unit is sold
and/or occupied.

Cooperative/L and Trust - Some mobile home parks have created a cooperative or a
land trust which enables the home owners to own the mobile home park land and
facilities. This ownership often creates pride which resultsin a clean, safe park
atmosphere.
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Policy I ssues
20. Consider the Need for a Dedicated Housing Staff

Findings: The City of Brookings has not applied public resources to affordable housing needs in
the past. The City government does not have a housing office or dedicated staff. This Housing
Study was initiated by the Brookings Economic Development Corporation, which has
traditionally focused on employment and economic development issues.

There are regional housing agencies that are active in Brookings and Brookings County. The
Brookings County Housing and Redevelopment Commission primarily administers the Housing
Choice Voucher Program for afive-county area that includes Brookings County.

Inter-Lakes Community Action, Inc., administers anumber of different programsin the region,
including housing rehabilitation, Weatherization, and the Rural Development Self-Help
Program.

The Brookings Chapter of Habitat for Humanity also is active in the community, and has built a
number of houses for lower income people.

While there is an active group of regional housing agencies, there are no specific staffing
resources dedicated to general housing issues and initiatives in Brookings.

Recommendation: This Housing Study has identified a number of programs and initiates that
the City could pursue as it attempts to address future housing needs. A dedicated staffing
presence will be required to implement some of the more labor-intensive projects. The City
should decide whether or not this would be an appropriate use of public resources.

21. Revisit Discussion on Various City Policies and Ordinances

Findings: The focus group and interview process that was used for research in this Study
uncovered a number of policy issuesthat still generate significant community debate. Many of
these may be fully resolved in the community, but others may be appropriate for future
discussion as the City attempts to address affordable housing. Among the public policy issues
identified are the following:

Assessment practices for residential development
Drainage plan requirements and fees for these plans
Minimum street widths and sidewalk requirements
Boarding house ordinances and concentrations
Three unrelated person occupancy limitation

v v v v v

Recommendation: It is often easier to conduct public debate on policy issues when there is no
pending project before the Council. Based on our research, the topics above are still causing
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some degree of controversy in the community. The City Council may wish to reopen discussion
on some of these issues.

22. Determine Appropriate Public Rolein Assisting with Affordable Housing

Findings: Citiesin the Brookings area have a vested interest in affordable housing devel opment.
In the small communities, overall population growth will generally depend on an expansion of
the housing supply. In Brookings, continued economic growth and retention of major business
operations will be dependent upon the ability of the City to attract and retain awork force.
Despite the importance of housing issues to the community, City governments and public
agencies have generally had avery limited role in promoting affordable housing.

The focus group and interview process identified a prevailing philosophy that housing is an issue
for the private market. Unlike communitiesin Minnesota, where local governments may be
involved in everything from subdivision development to rental housing ownership, thereisvery
little interest in Brookingsin adirect public role. One of the only identified publicly-sponsored
projects, some market rate rental housing in Volga, was being challenged in court by a private
company.

While direct public involvement has been discouraged, the focus group process did identify
certain possible ways that public involvement could assist with affordable housing devel opment.
These largely revolved around the concept of public-private partnerships.

For example, Tax Increment Financing (TIF) has never been used for housing projects, and
would be appropriate for future consideration. Other possible assistance could be provided
through Citywide tax base assistance for infrastructure extensions, or for more broadly
distributing the costs for drainage plans and required mitigation.

It was noted that the City of Brookings had achieved great success with a public role in business
and economic development efforts. A large donation fund had been created for business
attraction and retention fund. A similar effort, aimed at creating alarge down payment
assistance fund, could give the City a competitive edge in attracting first-time home buyers.

Some of the area nonprofit groups believe that their capacity is often limited by the staff
resources that they have available. A public financia contribution from the City or a
government agency would enable the nonprofit agencies the ability to better serve low income
people with affordable housing options.

In Minnesota, it is becoming increasingly common for Citiesto enlist the support of major
employersin fund raising efforts to assist with housing projects. When thisidea was discussed
in focus groups, it was generaly not supported by business representatives, who believed that it
was often not an appropriate business activity, especially for publicly-traded companies.
However, the concept may be more appropriate for private contributions from corporate officers
and business owners.
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In the Affordable Housing Construction Strategies section of this Study we had advanced the
idea of affordable housing set-asides in new subdivisions. Some communities have placed
requirements on devel opers that designate that a certain percentage of lots or housing unitsin
new developments be priced at or below an affordable housing threshold. In these projects, the
buyers of the market rate units essentially subsidized a percentage of the units, which can be sold
at below-market prices. Under this approach, an affordable site does not need to be found, but
rather 10% to 20% of all developments are dedicated to more affordable housing.

Recommendation: A direct City role in affordable housing would probably meet with
considerable political resistence. But alimited role, through public-private partnerships would
seem to be possible. A public debate on some of the ideas discussed above could help to define
an acceptable level of community involvement in addressing the area’ s housing needs.
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EMPLOYEE HOUSING SURVEY
July 2007

The City of Brookings is exploring opportunities to provide home ownership and rental optionsin the city. To
help us analyze housing needs and concerns, please take a few minutes to complete the following survey. The
survey is anonymous and individual responses will be kept confidential.

Please check the appropriate response and offer written comments when requested. Use the back of this form
to provide any additional comments.

1.

Do you currently live the City of Brookings? Yes No

If you do not live in Brookings, how far is the drive from your home to Brookings?
less than 15 minutes 15 to 30 minutes 30 to 60 minutes

more than 60 minutes
Do you own or rent your current housing? Own Rent
If you own your house, how much is your monthly mortgage payment? $

If you rent, how much is the total monthly rent? $
Do you split this rent with a roommate(s)? Yes No

How many people are in your family/household?
1 _ 2 3 __ 4 _ 5 _ 6+

In your family/household, how many are working wage earners?
_1Wageearner __2Wageearners 3 Wageearners

What is the age of the primary wage earner?

What is the approximate annual income for your family/household?
L ess than $20,000

$20,001-$30,000 $50,001-$70,000
$30,001-$40,000 $70,001-$100,000
$40,001-$50,000 $100,001+

If you do not currently live in Brookings, would you be interested in moving to the City
if housing to meet your needs were available? Yes No

If you currently live in Brookings, are you interested in moving into a different housing
unit in Brookings? Yes No
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If Y es, to one of the above questions, what housing options would you prefer (you may
Check more than one)

Own Rent

___Single family home ____Single family home
____Town house ____Town house
____Twin home ____Apartment
___Condo ____Mobile home
____Mobile home ____ Other

____ Other

Please comment on amenities that should be included in newly constructed housing units to address your
housing needs. (No. of bedrooms, No. of bathrooms, location, type of design, etc.)

8. If you are interested in purchasing a home, what price would you be willing to pay for a
housing unit?

____under $100,000 ___ %$150,001-$160,000
___%$100,001-$110,000 ___%$160,001-$170,000
___ %$110,001-$120,000 ___%$170,001-$180,000
___ $120,001-$130,000 ___$180,001-$190,000
___$130,001-$140,000 ___%$190,001-$200,000
___%$140,001-$150,000 ___ over $200,000

9. If you are interested in renting a housing unit in Brookings, what rent amount including

utilities, would you be willing to pay?

_____under $300 ____$701-%$800
__ $301-%400 __ $801-$900
__ $401-3$500 __ $901-%$1,000
__ $501-$600 _ $1,001-%1,250
___ $601-$700 _ $1,251-%$1,500
____over $1,500
10. If you have attempted to purchase or rent a housing unit in Brookings, and were not

successful, why?

price of home

rent amount of unit

lack of choicesin location I’'m interested in
housing type I’'m looking for is not available
Other
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11. If you do not live in Brookings and you have no interest in living in Brookings, why not?

12. Please provide any comments which would assist usin developing housing in Brookings that would
meet your needs.
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At a Glance Executive Summary’

General Model Inputs®: 2010 — 2011 State Impact Three County
Impact
Deer Creek Project’s Total Budget $33.7 Million $32.0 Million
Budgeted Direct Construction Activity $28.1 Million $26.3 Million
Land, Contingency and Other Funds $5.7 Million $5.7 Million
Construction Economic Activity
Budgeted Direct Construction Costs $28.1 Million $26.3 Million
Estimated Output Economic Impact $33.1 Million $28.1 Million
Estimated Value Added or Income $26.2 Million $25.1 Million
Estimated Full- and Part-Time Jobs (over 2yrs) 280 238
Deer Creek Project’s Operating Budget
Budgeted Direct Wages (2012) $2.5 Million $2.5 Million
Total Induced Economic Impact $3.6 Million $3.1 Million
Contingency and Other Funds
Contingency Funds $0.9 Million $0.9 Million
Land, Fees and Net Contractor’s Excise Taxes $4.8 Million $4.8 Million

and Net Sales Taxes

—

DeerGreekeSiation,

! All expenditures and impacts are expressed in 2011 dollars.

2 All expenditures shown are South Dakota expenditures. Out-of-state purchases of goods and services are not

included in these amounts.
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Economic Impact Analysis for the Deer Creek Project

Basin Electric Power Cooperative proposes to construct a 300 net megawatt combustion and
recovered heat turbine energy conversion facility to be powered by natural gas in South Dakota
near the communities of White and Bushnell which are located in Brookings County. This
combined cycle power generation facility is known as the Deer
Creek Project®. A pipeline of approximately 14 miles in length
will be installed underground to transport natural gas from the
existing Northern Border Pipeline to the Deer Creek Project. In
addition to the construction of the energy conversion facility and
the installation of the natural gas pipeline, the Deer Creek Project
includes the construction of a 345-kv transmission line of less
than 1 mile in length to connect the project to the Upper Great
Plains Region transmission grid. This economic study includes the effects from construction and
operation of the energy conversion facility, the natural gas pipeline, the transmission line and is
referred to as the Deer Creek Project in this report.

Port of Morgan

The largest trade center near the Deer Creek Project site is the community of Brookings which is
approximately 16 miles west and south from the community of White on 1-29.* Brookings is a
Micropolitan Statistical Area that includes only Brookings County. Watertown is a trade center
located approximately 47 miles to the north on 1-29. The Watertown Micropolitan Statistical
Area includes Codington and Hamlin counties in South Dakota. Sioux Falls, SD is the state’s
largest trade center and is approximately 70 miles south of White on 1-29. The Sioux Falls
Metropolitan Statistical Area includes the South Dakota counties of Minnehaha, Lincoln,
McCook and Turner.

Table 1
Proximity Trade Center Communities Surrounding White, South Dakota

Trade Centers | 2007 Population® Distance from White® Retail Trade
Employment’
Brookings, SD 19,463 16 2,208
Sioux Falls, SD 151,505 70 20,478
Watertown, SD 20,530 47 3,413

Retail Trade Employment is Metro-SA for Sioux Falls, Micro-SA for Brookings and Watertown Communities.

® The Northern Border Pipeline Company is a general partnership owned by TC PipeLines, LP and ONEOK
Partners, L.P., www.northernborder.com

* A metro area contains a core urban area of 50,000 or more population, and a micro area contains an urban core of
at least 10,000 (but less than 50,000) population. Each metro or micro area consists of one or more counties and
includes the counties containing the core urban area, as well as any adjacent counties that have a high degree of
social and economic integration (as measured by commuting to work) with the urban core.

® Population Finder, US Census Bureau, 2007 estimate

® MapQuest Direction Finder

" Retail Trade Employment in the Sioux Falls Area and the Brookings and Watertown Micropolitan Areas, Bureau
of Economic Analysis, Regional Economic Accounts, Local Personal Income, CA25N
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Introduction

Five (5) counties are included in part or totally by a twenty-five mile radius: Brookings, Deuel,
Hamlin, Lake, and Moody counties. Three (3) of the 5 counties are included in the Deer Creek
Project economic impact estimate: Brookings, Deuel and Moody counties. Fifteen (15) cities and
towns are located within the 3 county area. Brookings County alone is encompassed in its
entirety by a 25 mile radius. Not included are Hamlin and Lake Counties. The population centers
for Hamlin and Lake Counties lie beyond the 25 mile radius surrounding the Deer Creek site.

The operation of the power generation facility will have economic impacts affecting businesses
and government services throughout the state of South Dakota and spill into the business and
governmental sectors of neighboring states. The construction of the facility will have regional
and potentially national impacts as workers are brought in from a much larger geography to
install the necessary infrastructure and assemble the facility.

Economic Impacts will be estimated for two levels of geography. The first estimate is the
expected economic impact on the state of South Dakota. The second impact analysis will be for
the 3 counties surrounding the project. Economic impacts are estimated for the construction of
the facility and for its operation. Construction activity and the resulting economic impact will
occur over a 2 year period starting in 2010 and ending in 2011.2 The Deer Creek Project includes
the construction of the energy conversion facility, a pipeline to move natural gas from the
existing Northern Border Pipeline to the Deer Creek Project and a transmission line of less than 1
mile in length to connect the project to the Upper Great Plains Region transmission grid. Beyond
the construction impacts, the energy conversion facility will provide long term employment for
30 people that will live in the greater White area including the larger community of Brookings,
South Dakota.

Economic Impact Estimation using IMPLAN

The multiplier estimation product used in the analysis is IMPLAN (IMpact Analysis for
PLANnNing). IMPLAN was developed at the University of Minnesota over a period of years in
conjunction with the U.S. Forest Service’s Land Management Planning Unit in Fort Collins.
Governmental agencies and leading universities across the nation use this product for estimating
economic impacts.

IMPLAN is an input-output (I-O) estimation model. The versatility of this model enables
specific analysis for each area of interest, including county, multi-county regions, a state or a
group of states. Naturally, some estimation error will remain. The I-O technique describes an
enterprise based on average ingredient and performance measures and therefore best predicts the
impact of an average enterprise. While the 1-O modeling technique has been designed and
refined to minimize error, estimation error does occur because of our inability to distinguish the
specific enterprise from the average. °

& All expenditures and impacts are expressed in 2011 dollars.
® See Technical Note on page 14 for further comments.
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Three multiplier effects are presented: the output, value-added, and employment effects. Each of
these in turn reflects three components: the direct effect, the indirect effect, and the induced
effect. The output multiplier is the change in the economy required to deliver an additional
dollar of construction services to demand. The initial response in final demand is the direct
effect, always with a multiplier of 1. The construction contractors will in turn buy goods and
services from other industries to produce the dollar's worth of construction, and these industries
buy inputs themselves, creating a whole series of additional purchases that are captured by the
indirect effect component. Finally, there will be additional purchases motivated by the income
generated for households in these transactions; these are called induced effects. All three effects
combine to create the output multiplier.

The output multiplier measures the economic activity that will occur as a result of the initial
stimulus. It will rise as more inputs are purchased and more income is spent in the region in
question. If most inputs are purchased and most income is spent outside the region, the output
multiplier will be relatively small. Small counties, for example, will have smaller output
multipliers than counties with large wholesale and retail operations, and county multipliers will
be smaller than the state multipliers.

The output multiplier is appropriate for sizing up the total economic activity that will occur in an
area as a result of a project. The value-added effect is a better measure of the income created for
people and the government by the project. Payments for raw materials continue through the
system, but payments for labor, or proprietors' income, or distributed corporate profits represent
added wealth for people, and thus value-added. Payments for input materials are referred to as
"leakages" from the stream of payments. Eventually a dollar spent on the final product ends up
split among many income recipients, some of whom live outside the region under consideration.
As a result, the value-added multiplier effect is expected to be below one. Like the output
multiplier, the value-added effect will typically be larger for the state than for individual
counties.

Value-added is decomposed into the same three parts as the output multiplier: direct effects,
indirect effects, and induced effects. The direct component will be income generated over and
above the cost of resources in the immediate enterprise. The indirect multiplier effect similarly
measures net income created in the upstream industries that supply inputs for the final good. The
induced component reflects the on-going effect of the income created directly and indirectly:
income that is spent on goods and services creates demand for additional goods and services,
thus creating a repeating cycle of expenditures. The sum of the three parts creates the value-
added multiplier effect.

Finally, the analysis in this report provides an employment multiplier, showing the estimated
number of jobs created by one million dollars of output. Again, the multiplier is comprised of
three parts. The direct component shows the number of jobs created by the immediate enterprise
of the Deer Creek Project. The indirect component refers to jobs created in supporting
industries, and the induced component reflects jobs created by additional demand throughout the
area’s economy.




Deer Creek Project Data Sources

The data used in these analyses was provided for the Deer Creek Project to Stuefen Research,
LLC by representatives of Basin Electric Cooperative. Burns & McDonnell of Kansas City is the
lead architectural and engineering firm for the project.

Economic Impact Estimates

Economic impact analyses estimated for the Deer Creek Project includes: 1) energy conversion
facility construction, the installation of a connecting natural gas pipeline and less than a mile of
345-kv transmission line; 2) operation of the energy conversion facility; and 3) opportunity costs
resulting from the change of agricultural land use. Each of these impacts will be estimated for
two levels of geography: the state of South Dakota and three selected South Dakota counties.
The counties included in the analyses are Brookings, Moody and Deuel counties. A twenty-five
mile radius around the Deer Creek site in South Dakota includes communities in Minnesota. The
Minnesota communities within a twenty-five mile radius include Lake Benton, Hendricks,
Ivanhoe, Pipestone and Canby. These out-of-state communities and any economic benefit from
the project are outside the scope of this study.

Deer Creek Project’s Economic Impact on South Dakota

Three multiplier effects are presented: the output, value-added, and employment effects. These
measures describe the impact on South Dakota’s economy resulting from the construction,
operation and agricultural production. Construction and operation economic activity are gains to
the state’s economy. Any decrease in agricultural productivity resulting from the conversion of
land from crop to energy conversion facility site is an offset or agricultural loss. Output, value-
added, and employment estimates are estimated for three effects: the direct effect, the indirect
effect, and the induced effect. The output multiplier is the change in the economy required to
deliver an additional dollar of construction services to demand. The initial response in final
demand is the direct effect, always with a multiplier of 1. The construction contractors will in
turn buy goods and services from other industries to produce the dollar's worth of construction,
and these industries buy inputs themselves, creating a whole series of additional purchases that
are captured by the indirect effect component. Finally, there will be additional purchases
motivated by the income generated for households in these transactions; these are called induced
effects. All three effects combine to create the output multiplier.

An estimated output multiplier of 1.2 means the initial investment will be spent throughout the
economy an additional 0.2 times. A project direct investment of 28.1 million dollars will have a
33.1 million dollar total economic impact as money makes its way through the economy.

The value-added effect is a measure of the income created for people and the government by the
project. Payments for raw materials continue through the system, but payments for labor, or
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proprietors' income, or distributed corporate profits represent added wealth for people and or are
the value-added. Value-added is decomposed into the same three parts as the output multiplier:
direct effects, indirect effects, and induced effects. The direct component will be income
generated over and above the cost of resources in the immediate enterprise. The indirect
multiplier effect similarly measures net income created in the upstream industries that supply
inputs for the final good. The induced component reflects the on-going effect of the income
created directly and indirectly: income that is spent on goods and services creates demand for
additional goods and services, thus creating a repeating cycle of expenditures. The sum of the
three parts creates the value-added multiplier effect. The new wealth created by the direct
expenditure is 23.5 million dollars. The new wealth or income created throughout the economy
in the form of payments for labor, proprietors' income, or distributed corporate profits is
estimated to total 26.2 million dollars which yields a value-added or new-wealth multiplier of
1.1, the ratio of 26.2 million to 23.5 million dollars.

State Summary Table 1

Project Multipliers Output Value Added Employment
Total Direct Expenditures $ 28,057,153 $ 23,527,100 237
Total Direct, Indirect and Induced $ 33,144,688 $ 26,217,974 280
Direct Expenditures of $2.4 Billion 1.2 1.1 1.2

Finally, the analysis in this report provides an employment multiplier, showing the estimated
number of jobs created by one million dollars of output. Again, the multiplier is comprised of
three parts. The direct component of the multiplier shows the number of jobs created onsite by
the Deer Creek Project. The indirect component refers to jobs created in supporting industries,
and the induced component reflects jobs created by additional demand throughout the area’s
economy. There will be 220 full-time jobs created directly on-site at the Deer Creek Project and
an additional 17 created throughout the state. There will be an estimated 43 full- or part-time
jobs of one year or less in duration created throughout the economy for a total of 280. The total
estimated impact is 1.2 times the direct impact of 237.

Deer Creek Project Construction

The construction direct, indirect and induced impacts are summarized for each of the activities
estimated in the analysis in the following table. Procurement dollars are identified to provide
information and perspective regarding the investment being made in the project but little
economic impact benefiting any part of South Dakota is expected from these expenditures.
Approximately 370.6 million dollars will be invested in out-of-state services and the
procurement of large components and parts. These expenditures are included in the discussion of
total investment and direct expenditures but are not given further consideration in the impact
analysis. The total direct investment in the construction of the Deer Creek energy conversion
facility not including contingency funds or expenditures that will be made in other states is an
estimated 28.1 million dollars.




State Summary Table 2

Direct Impacts Output Value Added Employment
Construction Expenses $ 26,313,403 $ 22,523,905 220.0
Legal Fees $ 150,000 $ 104,848 1.6
External Consultants $ 1,593,750 $ 898,347 15.6
Total Direct Impacts $ 28,057,153 $ 23,527,100 237.3

The construction contractors will in turn buy goods and services from other industries to produce
the dollar's worth of construction, and these industries buy inputs themselves, creating a whole
series of additional purchases that are captured by the indirect effect component. These
purchases are estimated to be 2.4 million dollars during the 2010 to 2011 construction period.
The value added or new wealth created by these purchases is an estimated 1.2 million dollars.

State Summary Table 3

Indirect Impacts Output Value Added Employment
Construction Expenses $ 1,946,613 $ 987,068 15.8
Legal Fees $ 29,939 $ 16,854 0.2
External Consultants $ 406,056 $ 210,509 3.7
Total Indirect Impacts $ 2,382,607 $ 1,214,431 19.7

The induced component of the estimate reflects full- and part-time jobs created by additional
demand from households benefiting from the project as money earned is spent throughout the
state’s economy. The construction expense estimates have been modified to reflect the potential
for out of state workers temporarily locating in the state to work on the project but returning
home with much of their earnings to support their families and their permanent residence. These
impacts will occur in 2010 and 2011.

State Summary Table 4

Induced Impacts Output Value Added Employment

Construction Expenses $ 1,963,279 $ 1,071,621 17.0 15%

Legal Fees $ 58,437 $ 31,897 0.5 100%

External Consultants $ 683,212 $ 372,925 5.9 100%
Total Induced Impacts $ 2,704,928 $ 1,476,443 23.3

Operation of the Deer Creek Energy Conversion Facility

The energy conversion facility will be staffed by 25 full-time employees located on-site in
permanent jobs. The payroll for these employees will be 2.5 million dollars in 2012, the first full
year of production.

In addition to the 2.5 million dollar payroll for the 25 employees, the new wealth created
throughout the economy as employees spend their income in South Dakota will create an
additional 1.1 million dollars of new wealth which when combined with the direct payroll of 2.5
million dollars totals 3.6 million dollars annually and an additional 17.6 full- and part-time jobs.

e
8




State Summary Table 5

Induced Impacts Output Value Added Employment
$ 2,500,000 $ 25.0

Deer Creek Conversion Facility Operations $ 1,971,770 $ 1,063,319 $ 17.6
Total Induced Impacts $ 1,971,770 $ 3,563,319 $ 42.6

Potential Agricultural Loss to State

The footprint for the Deer Creek Project covers 50 acres on a 160 acre quarter section of
agricultural land. Farm income volatility does not allow for precise estimation of the financial
loss. Suffice it to state that the opportunity cost, the loss in agricultural income due to the
removal of the facility footprint of 50 acres from agricultural crop production, will have a
negative impact but the impact will not result in a substantial employment loss in the county or
throughout the state.

Contingency and Other Expenditures

There are 850,000 dollars of contingency and special project funding available to be spent in
South Dakota. Where the money will be spent and on what goods and services is not known.

State Summary Table 6
Contingency Funding Included in the Budget

| Contingency & Special Projects | $850,000 |

Land, Fees, Net Contractor’s Excise Taxes and Net Sales Taxes

These are activities delivered to final demand within South Dakota with only direct economic
impacts.

State Summary Table 7
Land, Fees, Net Contractor’s Excise Taxes and Net Sales Taxes

Land $1,400,000
Net Contractor's Excise Taxes and Net Sales Taxes $3,437,000
Total $4,837,000




Deer Creek Project’s Economic Impact on Three County Area

Three (3) of the 5 counties are included in the Deer Creek Project economic impact estimate:
Brookings, Deuel and Moody counties. Fifteen (15) cities and towns are located within the 3
county area. Only Brookings County is encompassed in its entirety by a 25 mile radius.

Three multiplier effects are presented: the output, value-added, and employment effects. These
measures describe the estimated impact of the Deer Creek Project on a three county area
resulting from construction, operation and agricultural production. Construction and operation
economic activity are gains to the local economy. Any decrease in agricultural productivity
resulting from the conversion of land from crop to an energy conversion facility site is an offset
or agricultural loss. Output, value-added, and employment effects are estimated using three
components: the direct effect, the indirect effect, and the induced effect. The output multiplier is
the change in the economy required to deliver an additional dollar of construction services to
demand. The initial response in final demand is the direct effect, always with a multiplier of 1.
The construction contractors will in turn buy goods and services from other industries to produce
the dollar's worth of construction, and these industries buy inputs themselves, creating a whole
series of additional purchases that are captured by the indirect effect component. Finally, there
will be additional purchases motivated by the income generated for households in these
transactions; these are called induced effects. All three effects combine to create the output
multiplier.

An estimated output multiplier of 1.1 means the initial investment will be spent throughout the
economy an additional 0.1 times. A project investment of 26.3 million dollars in Brookings
County will have a 28.1 million dollar total economic impact as money makes its way through
the three county economy.

The value-added effect is a measure of the income created for people and the government by the
project. Payments for raw materials continue through the system, but payments for labor, or
proprietors' income, or distributed corporate profits represent added wealth for people and or are
the value-added. Value-added is decomposed into the same three parts as the output multiplier:
direct effects, indirect effects, and induced effects. The direct component will be income
generated over and above the cost of resources in the immediate enterprise. The indirect
multiplier effect similarly measures net income created in the upstream industries that supply
inputs for the final good. The induced component reflects the on-going effect of the income
created directly and indirectly: income that is spent on goods and services creates demand for
additional goods and services, thus creating a repeating cycle of expenditures. The sum of the
three parts creates the value-added multiplier effect. The new wealth created by the direct
expenditure is 24.1 million dollars. The new wealth or income created throughout the economy
in the form of payments for labor, proprietors' income, or distributed corporate profits is
estimated to total 25.1 million dollars which yields a value-added or a three county new-wealth
multiplier of 1.0. It is assumed that most workers on the project will be from outside the three
county area.
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Three County Summary Table 1a

Project Multipliers Output Value Added Employment
Total Direct Expenditures $ 26,313,403 $ 24,102,367 220
Total Direct, Indirect and Induced $ 28,147,518 $ 25,053,501 238
Direct Expenditures of $2.4 Billion 1.1 1.0 1.1

Finally, the analysis in this report provides an employment multiplier, showing the estimated
number of jobs created by one million dollars of output. Again, the multiplier is comprised of
three parts. The direct component of the multiplier shows the number of jobs created onsite by
the Deer Creek Project. The indirect component refers to jobs created in supporting industries,
and the induced component reflects jobs created by additional demand throughout the area’s
economy. The 220 full-time jobs created directly on-site at the Deer Creek Project, there will be
an estimated 18 full- or part-time jobs of one year or less in duration created throughout the
economy for a total of 238. The total estimated impact is 1.1 times the direct impact of 220.
These jobs will be distributed over a two-year construction period.

Deer Creek Project Construction

The construction direct, indirect and induced impacts are summarized for each of the activities
estimated in the analysis in the following table. Procurement dollars are identified to provide
information and perspective regarding the investment being made in the project but little
economic impact benefiting the three county area is expected from these expenditures.
Approximately 374.7 million dollars will be invested in the project to procure equipment that are
large component parts of the generation facility. These expenditures are included in the
discussion of total investment and direct expenditures but are not given further consideration in
this impact analysis. The total direct investment in the construction of the energy conversion
facility not considering contingency funds or expenditures that will be made in other states is an
estimated 26.3 million dollars.

Three County Summary Table 2a

Direct Impacts Output Value Added Employment
Construction Expenses 26,313,403 $ 24,102,367 220.0
Total Direct Impacts $ 26,313,403 $ 24,102,367 220.0

The construction contractors will in turn buy goods and services from other industries to produce
the dollar's worth of construction, and these industries buy inputs themselves, creating a whole
series of additional purchases that are captured by the indirect effect component. These
purchases are estimated to be 0.8 million dollars in the 2010 and 2011 construction period. The
value added or new wealth created by these purchases is an estimated 0.4 million dollars. A
substantial percentage of the full- and part-time jobs created off-site in the local economy are
attributed to these indirect construction activities.™

1% See technical notes on page 14.
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Three County Summary Table 3a

Indirect Impacts Output Value Added Employment
Construction Expenses $ 802,085 $ 395,412 7.9
Total Indirect Impacts $ 802,085 $ 395,412 7.9

The induced component of the estimate reflects full- and part-time jobs created by additional
demand from households benefiting from the project as money earned is spent throughout the
three county area economy. The estimates have been modified to reflect the potential for out of
state workers temporarily locating in the state to work on the project but returning home with
much of their earnings to support their families and their permanent residence. These impacts
will be spread over the two year 2010 and 2011 time period.

Three County Summary Table 4a

Induced Impacts Output Value Added Employment
Construction Expenses $ 1,032,030 $ 555,723 9.8 12%
Total Induced Impacts $ 1,032,030 $ 555,723 9.8

Operation of the Deer Creek Energy Conversion Facility

The energy conversion facility will be staffed by 25 full-time employees located on-site in
permanent jobs. The payroll for these employees will be 2.5 million dollars in 2012, the first full
year of production.

In addition to the 2.5 million dollar payroll for the 25 employees, the new wealth created
throughout the economy as employees spend their income in the three county area will create an
additional 0.6 million dollars of new wealth which when combined with the direct payroll of 2.5
million dollars totals 3.1 million dollars annually and an additional 11.7 full- and part-time jobs.

Three County Summary Table 5a

Induced Impacts Output Value Added Employment
$ 2,500,000 $ 25.0

Deer Creek Conversion Facility Operations $ 1,262,263 $ 647,123 $ 11.7
Total Induced Impacts $ 1,262,263 $ 3,147,123 $ 36.7

Potential Agricultural Loss to Three County Area

The footprint for the Deer Creek Project covers 50 acres on a 160 acre quarter section of
agricultural land. Farm income volatility does not allow for precise estimation of the financial
loss. Suffice it to state that the opportunity cost, the loss in agricultural income due to the
removal of the facility footprint of 50 acres from agricultural crop production, will have a
negative impact but the impact will not result in a substantial employment loss in Brookings
County, the three county area or throughout the state.
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Contingency and Other Expenditures

There are 850,000 dollars of contingency and special project funding available to be spent in
South Dakota. Where the money will be spent and on what goods and services is not known.

State Summary Table 6a

Contingency Funding Included in the Budget

| Contingency & Special Projects

$850,000 |

Land, Fees, Net Contractor’s Excise Taxes and Net Sales Taxes

These are activities delivered to final demand within South Dakota with only direct economic

impacts.

State Summary Table 7a

Land, Fees, Net Contractor’s Excise Taxes and Net Sales Taxes

Land $1,400,000
Net Contractor's Excise Taxes and Net Sales Taxes $3,437,000
Total $4,837,000
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Technical Notes:

It is technically appropriate that the “direct” value added amounts in the economic impact
estimates for construction and startup are attributed to the South Dakota economy. The value-
added impact is assigned to the geography where the activity is delivered. That is where the jobs
and income to proprietors and corporations are located. That is not to say that the full measure of
new wealth described will remain in that geography. A large percentage of the new wealth
described in the construction and startup activities for the Deer Creek Project is expected to leak
from the state’s economy as a result of out-of-state workers and businesses participating in the
construction of the energy conversion facility. Many of the skills required for the construction of
an energy conversion facility, its startup and testing are skill sets not available from professionals
and laborers currently living in South Dakota. The job estimates reflect expectations as modeled.
The value added or new wealth to South Dakota from “direct impacts” plus “indirect impacts”
that will be kept in South Dakota is assumed to be stated percentages and is the basis for the
partial “induced” impact estimates in the construction and startup tables. The indirect impacts are
assumed to be purchases from firms located in South Dakota.

IMPLAN Model

There are numerous assumptions in the IMPLAN model methodology and in its use. The
relationship of inputs to output is one.

IMPLAN is a fixed input model that assumes relative prices of inputs do not affect the firm’s
purchase of inputs and that the technology represented in the model will not change. The model
assumes output will increase in proportion to inputs given a fixed technology.

IMPLAN Modeling

IMPLAN allows customization of income variables to fit the project. Income variables include
employee compensation, proprietary income, other property type income and indirect business
taxes.

Employee compensation as estimated in the project budgets was used when possible throughout
the analysis. The proprietary income on the project and the indirect business taxes were held in
proportion to the employee compensation or entered as estimated in the budget data.
Assumptions are consistent for the state or three county general models. Other property income
includes payments for rents, royalties and dividends. These items are for the most part are either
included in the project or have the most substantial impact out of state. Inclusion of this variable
in the model would increase the value added to the state’s economy. To be conservative in the
estimate, the construction estimates do not include an allowance for other property type income.
The full model is impacted by this exception but not substantially.
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