














CITYOF

aimt O eler

WHERE HISTORY & // PROGRESS MEET Memorandum

TO: Honorable Mayor Strand DATE: 6/5/2015
Members of the City Council

FROM: Todd Prafke
City Administrator

RE: Hallett's Landing Apartments/Solace Project
ACTION/RECOMMENDATION

Approve the attached resolution directing staff to provide a letter of support to Southwest
Minnesota Housing Partnership (SWMHP) for a Minnesota Housing Finance Agency Tax Credit
allocation for the Hallett's Landing Apartments/Solace Project.

BACKGROUND

Members may recall multiple discussions about the Solace Project. Council took action to
support an application for funding to the State of Minnesota through the Minnesota Housing
Finance Agency a number of months back. That City support was expressed through
commitment to sell land for the project north of the Sunrise Drive Water Tower along Sunrise
Drive. While that application was not awarded funding in the last cycle, the group looking to
develop the project has continued to be hard at work on applying for funds in the new funding
cycle.

A revised project, as discussed at your last workshop, is envisioned generally as an apartment
style structure that will provide opportunity for general occupancy with a specific number of units
intended to assist those who have met the criteria of drug court to be united with their chiidren,
have consistent housing, and receive supportive and job training services in a defined program.
SWMHP has provided additional information about the proposed project which is included in
your packet. What you are seeing tonight is substantially similar to what you discussed at your
workshop but very different from your past review of the Solace Project.

Specifically Southwest Minnesota Housing Partnership would need and is requesting:

o Aletter of support for funding

o Change in zoning for the property (which has already been discussed prior to
and independent of this project),

o A tax increment financing agreement simifar to what you have at Park Row
Crossing. | do not know the number for the increment as the project is not
designed to a point needed for that analysis, however State Statute clearly
defines uses and | would expect a similar number to the amount provided for
Park Row Crossing. That number was slightly more than $600,000. There are a
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number of factors that apply to the Statute and are similar to Park Row Crossing

exampled by proximity to utilities. Any district would be ‘pay as you go”
financing.

The change in overall project design and occupancy plans does help us to continue to meet the
rental housing needs identified in the Housing Study from 2014, but you should note that the
rental income requirements are lower than on the Park Row Crossing project. You do continue
to have needs in that marketplace and in fact it could be argued, and is in your housing study,
that your needs are greater at that income level. In many respects this project is very similar to
the Sibley East project in Mankato with the addition of the Solace programing component.

At your workshop the Council asked for data in a few specific areas. Those areas generally
related to our more recent development and plans for market rate and under market rate
housing and ownership of units by SWMHP. We focused on data collection of the last four
years as very little development activity occurred in the 2008 to 2010 years which of course was
the “great recession” time frame.

Over the last four years, forty units of subsidized rental units have been built and received a
Certificate of Occupancy. That development was your partnership with SWMHP at Park Row
Crossing.

A total of 52 market rate rental units have been or are currently being built. Those are
Drummer's Apple Tree Village development which are occupied and Mattson's Washington
Terrace development which should have occupancy in July.

The Council also asked how many rentals does SWMHP control as compared to total rental in
Saint Peter. Building Official Busse indicated that we license 1,411 rental units throughout our
community.

SWMHP: Park Row 40 36 rent caps/4 homeless
Nic. Meadows Thms 20 11 rent caps/9 market rate
Central Square 55 43 rent caps/12 market rate
Maplewood 30 30 Rent Cap?
TOTAL 145

This means that SWMHP owns 10.2% of rental market. Our next largest rental owners are
John and Lisa Volmary who own 6.0% of the total units in the community.

The Council also asked about future market rate projects developing in the near term. We
expect Drummer Development to start 40 market rate units in Welco West yet this year for 2016
occupancy and another developer is considering a triplex or a duplex on Old Minnesota Avenue.
If all this occurs as planned, that would provide for 1,502 rental units in the community of which
SWMHP would own 193 for a total of 12.8% of the market. There may be other activity being
evaluated by developers that we are unaware of.

The Council also discussed a want for a review of providing a portion of the units at market
rates. Please find attached a memo from SWMHP on that issue. But generally, it reduces the
points received in this competitive process to a level that it is unlikely to receive funding which
would mean that SWMHP is unlikely to make an application.
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Since the Council had not reviewed the Housing Study from 2014 for a while, you asked us to
reference relevant data from that Study. Below is what we believe to be the most relevant data.

“The recommendations made in the 2005 Study continue to apply. Preservation of
existing resources and future expansion of tenant based rent assistance remain as

important community affordable housing strategies. (City of Saint Peter, Housing Study
Update 07/12)

“According to the 2010 American Community Survey, nearly 50% of the City's renters
were paying 30% or more of their income for housing. Overall, nearly 600 renter
households reported that a large share of their monthly income was required for rent.
Approximately 93% of these cost-burdened households had an annual income below
$35,000, and most would be income-eligible for a subsidized housing unit.” (City of Saint
Peter, Housing Study Update 07/'12)

“St. Peter's current inventory of tax credit / moderate rent housing is 134 units. The
proposed project [PARK ROW CROSSING] would raise this to 170 units. This would
represent housing opportunities for approximately 2.8% of all households within the
Market Area, and 4.7% of all St. Peter households in 2014.” (City of Saint Peter, Housing
Study Update 07/12)

FISCAL IMPACT

While there is no direct fiscal impact to the action proposed in the resolution, and while funding
through Minnesota Housing Finance agency is competitive, members should know that if
funding is provided, work should start on the Development and TIF agreement (which would
need additional approval of the Council). Additionally, the process for modification to the land
use would begin upon receipt of an application.

ALTERNATIVES AND VARIATIONS

Do not act. Staff would wait for further direction, but as discussed at your workshop, the
application period is June 18" and without a special meeting the application process time frame
would run out.

Negative vote. Staff will inform SWMHP of your decision.

Modification of the resolution. This is always an option for the City Council.

Please feel free to contact me if you have any questions or concerns about this agenda item.
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“HiE, - Southwest Minnesota Housing Partnership
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"Putting Together the Pieces of Community Development”

MEMORANDUM

June 4, 2015

To: Todd Prafke, City of St. Peter
From: Rick Goodemann, SWMHP :
RE: Hallett Pond Housing Proposal.

This project has been modified from the Solace proposal that we submitted a year ago for funding
through the MHFA Request for Proposal process. As you know we were not successful. | thought that it
would be clearer if | reported to you in writing concerning what has transpired and our rationale to why
we are proposing a significantly different project.

The Solace project was proposed in response to a housing need that has been articulated by the Nicollet
County Court System and Nicollet County Health and Human Services. That need is the inability to
secure stable housing for persons exiting the criminal justice system or court mandated treatment. The
goal is to offer a safe, secure and stable environment to support the reintegration of women with their
children. The SWMHP found the need compelling both from an access to housing issue and the need to
focus and integrate intensive services. Compelling also is the need to reduce the cost to tax payers
created by individuals with criminal or chemical dependencies issues that cannot access housing,
become homeless and cycle back into the criminal justice system. Our third party 2014 market study
confirmed the tight housing market and demand for this type of housing. Our 2015 study will re-affirm
the demand as well. | do value the strong support shown by the City of St. Peter and the great dialogue
that occurred around this issue and the resulting proposal.

Last December, we (Court System, Nicollet County, ACS and SWMHP) met with MHFA and the MN
Department of Health and Human Services to discuss improvements to the project. The major issue that
was discussed as an issue was the proposed use of group residential housing (GRH) resources on 100%
of the units. We had no indication that there were any other concerns about the proposal and its
services. Since then we have seen an erosion of support.

On April 19" we were informed by Sue Serbus that she had strong indication that the MN Department of
Human Services would not support the project;

On April 21 Judge Krehbiel, Sue Serbus and | attended a work session of the County Board of
Commissioners, at their request. While we did not request anything from them it was clear that the
Commissioners are spilt over the project and the involvement of their staff.

A
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Center for Regional Develapment
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Sue followed up with discussions with several of her contacts and reported back to the group that there
was active opposition from the MN Department of Health and Human Services to the project concept
and would likely be active opposition to the project.

I followed up with a call to my contact at Minnesota Housing. It was confirmed during that conversation
that there had been discussion about this project between MHFA and DHS and that the project as
currently conceived was not likely to be funded. The major issue Is the intensive service model, tight
population targets and the “code of conduct” that was explicit within the services model. The Solace
model is felt to be in direct violation of the intent of the Federal Olmsted Act.

After my call with MHFA, | discussed changing the project with you to a more general occupancy project.
linformed you that Pell Realty was not willing to sell the property south of the hospital. You confirmed
that the original site was not available due to zoning non-compliance based on the now more residential
nature of the project.

On May 20 the Solace partners met to assess the viablility of proceeding with the existing concept. The
decision is to proceed incorporating a mixed population approach (moving away from what the State
feels is the most egregious issue) and to increase the number of overall units to respond to the tight
market while providing units dedicated to serving the original tenant base. We felt that providing 10
units was better than submitting a proposal that was not going to be funded.

SWMHP changed design, moved to secure the Hallett Pond site and prepared a new project based on a
fusion of general occupancy with a set-aside of 10 units for Solace type residents. We need to secure
application points above 75 points in order to be competitive (75 points was the threshold to secure
funding in 2014). The project as presented at the Council work-session with the mix of tax-credit and
GRH units supports 84 points. That is assuming that the Council approves TIF (20% administration).

lincorparated market rate units into the proposed project in response to the discussion that occurred at
the Council work-session on June 1. Moving 5 of the 48 units to market rate resulted in the points falling
to 72 points. The scoring area that is impacted is termed “readiness to proceed”. Points are assessed
based on the total cost of the project and deducting the debt (mortgage) and equity (tax credit equity)
off-set by any other funding that is secured. The maximum points in this area are 14, The project based
on 100% tax credit eligibility plus debt results in a small gap of $117,974. SWMHP would allocate
$80,000 to the project and maximizes the points and secures all 14 points. However, as you reduce the
proportion of tax credit units, tax credit equity falls at a much greater rate than additional debt grows
based on achievable rents. With 5 units the gap moves from $117,974 to $616,573. The points fall from
14 10 2. As | reduce market rate units from 5 to 2 units | am only able to move up to 76 points. This does
not appear to provide a viable way of meeting the desire expressed by the Council of broadening the
market. Market and marketing issues are another consideration and a concern with such a small
number of market rate units.

It appears that the project can be competitive, but only as a project that serves low and moderate
income tenants.



Hallett's Landing Apartments
Project Summary (2015)

Purpose: To provide large family affordable rental housing for low and moderate income work-force. |
addition ten (10) units will serve homeless families or families at significant risk of homelessness.

Project Location:
e Address 1000 North Third Street, St. Peter, MN.

Project Characteristics:

¢ New apartment building on Hallett’s Pond

® Three story, elevator building with underground parking — 48 parking spaces

e 100% of the units will meet universal design standards

e Community center with meeting space, computer lab, secured tenant storage, fitness center

and on-site managers office.

e Property will have video security system.

e Construction will meet or exceed Green Community and Energy Star standards.

e 48 units — Meeting the following rent levels:
o 2-one-bedroom units (Homeless/at risk) - $645 rental rate (GRH based on disability)

During the integration process the parent may only have visitation

o 6-two bedroom units (Homeless/at risk) -5638 rental rate (GRH based on disability)
o 2-three-bedroom units (Homeless/at risk) - $631 rental rate (GRH based on disability)

o 6-one bedroom units - $625 rental rate (low/mod 60% AMI)

o 22 -two bedroom units - $750 rental rate (low/mod 60% AMI)

o 9-three bedroom units - $850 rental rate (low/mod 60% AMI)

o 1-two bedroom unit - $750 rental rate (manager unit — no income restriction)

e Total Development Cost - $9,860,793 May change based on soils

Site Considerations & Market Amenities:

The site offers direct access to infrastructure requiring little investment in the extension of public
infrastructure extension off of North Third Street. The site is located within easy walking distance of
retail and other services near the fairgrounds and on Hallett’s Pond. Access to community connections
to transit, (Shopko) sidewalk and bike trail are close to the site.
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® Green space will be retained and improved in order to create opportunities for outdoor
activities including community garden, covered shelter, playground and soccer field.
Heated underground parking incorporating a storm shelter

Tenant storage facilities included in garage area

Community room available for tenant use including kitchen facilities

Wi-Fi connection and computer lab

Interior fitness center with elliptical, trend mill and exercise bike

Tenant Income: 60% or less area median income is required 1o gualify. After initial quatification
family incomes can rise indefinitely. 2015 income qualifications are as follows:

’

Family Size Income

$29,820
$34,080
$38,340
$42,540
$45,960
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Project Owner/Developer: Southwest Minnesota Housing Partnership of Slayton, MN.

Property Management Company: Lloyd Management, Mankato, MN.

Services provider: ASC Psychological of Mankato, MN. A memorandum of understanding will be
entered into between the property owner, property management, referral agents and service provider.

Services Model: The services model is designed to provide access to a suite of services to assist families
in a comprehensive, integrated multidisciplinary assessment and therapeutic treatment process based
on their assessed individual treatment needs. This treatment will be provided within a safe and secure
area in which the basic needs of the client and family members are provided for.

Service Funding:

VA funding sources will be available for veterans with children who qualify for housing in this project.
Ongoing funding for the case management and psychotherapeutic services for clients and their family
members will come primarily from third party insurance providers and consolidated treatment funds.

Rental Assistance:

Two (2) rental assistance units funded through the South-Central Community Based Initiative to serve
persons with mental disabilities.

Group residential housing (GRH) funding request through Nicollet County for 10 units has been made.
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LMC Handbook Todd 06182015

1. Lowest responsible bidder

Minn. Stat. § 412.311, subd. 1. Minn. Stat. § 429.041, subd. 2.

Statutory city contracts and contracts of all cities for improvements under the local improvement code must
generally go to the “lowest responsible bidder.” Most home rule city charters contain similar requirements, with
terms such as “lowest bidder” or “lowest and best bidder” describing their selection process.

League of Minnesota Cities Information Memo: 9/1/2014

Competitive Bidding Requirements in Cities Page 16

RELEVANT LINKS:

Coller v. City of St. Paul, 223 Minn. 376, 26 N.W.2d 835 (1947). Foley Bros., Inc. v. Marshall, 266 Minn. 259, 123
N.W.2d 387 (1963).

The phrase “lowest responsible bidder” does not mean the lowest bidder, but the lowest bidder who is most likely
to do faithful, conscientious work and promptly fulfill the contract according to its letter and spirit. In determining
who the lowest responsible bidder is, the courts have said that the council has reasonable discretion.

State v. Snively, 175 Minn. 379, 221 N.W. 535 (1928). Kelling v. Edwards, 116 Minn. 484, 134 N.W. 221 (1912).

The successful bidder must be considered “responsible” to perform the proposed contract. “Responsibility”
includes such things as the bidder’s financial responsibility, integrity, ability, skill, and likelihood of providing
faithful and satisfactory performance.

Nielsen v. City of St. Paul, 252 Minn. 12, 88 N.W.2d 853 (1958).

In determining the lowest responsible bid, the council may take into consideration not only the lowest price
offered, but also the actual capability of a given vendor to perform the proposed contract and whether the bidder
has adequately met the terms and conditions of the bid specifications.

Otter Tail Power Co. v. Village of Elbow Lake, 234 Minn. 419, 49 N.W.2d 197 (1951).

The council has somewhat more latitude in purchasing items of equipment that are not capable of exact
specifications. In making such a purchase, a council may exercise reasonable discretion in determining the lowest
responsible bidder. In addition to the bid price, it may consider the quality, suitability, and adaptability of the
article.

Otter Tail Power Co. v. Village of Wheaton, 235 Minn. 123, 49 N.W.2d 804 (1951).

In some situations, the council may decide what weight to give to various factors and accept what it deems to be
the lowest responsible bid. Such a situation occurred when plans and specifications for the construction of a power
plant demanded the consideration of several factors and no single bid was the lowest in all the factors. The court
agreed the city council could use its discretion to determine which elements were the most important, and said
that such a contract will not be set aside without an abuse of discretion.

A.G. Op. 707a-15 (Oct. 25, 1966).

In awarding a contract for the purchase of an item, such as a police car, a council may be able to consider the
proximity of repair and service facilities in addition to the price.

Otter Tail Power Co. v. Village of Elbow Lake, 234 Minn. 419, 49 N.W.2d 197 (1951). Leskinen v. Pucelj, 262 Minn.
461, 115 N.W.2d 346 (1962).

In extreme situations, time and certainty of delivery may be grounds for not choosing the lowest bidder. However,
when a city is awarding a contract on a basis other than the lowest bid, it should be able to justify its decision.



Excerpts from the City of Saint Peter Personnel Policy....

VIl. EMPLOYMENT PROCEDURES AND POLICIES.

Introductory Period. The first six months of employment will be regarded as an
introductory period for all full-time employees. The introductory period for all part-time
employees shall be equivalent to a period of 52040640 hours worked or one (1) year,
whichever occurs first. The period will be used to evaluate the employee’s ability to
perform job functions and complete work assignments as well as to evaluate the
employee’s overall suitability for employment with the City of Saint Peter. During the
introductory period, an employee may be dismissed if the employee is, in the opinion of
the Supervisor and/or Department Director, unable to perform the required job functions in
a satisfactory manner or if the employee’s conduct is inappropriate. At the discretion of
the City Administrator, an employee’s introductory period may be extended for further
evaluation of the employee but will in no case extend beyond twelve (12) months from the
starting employment date. This extension of the introductory period, disciplinary action
during the introductory period, or termination during the introductory period are not subject
to the grievance procedures of this or any other policy except as may be required during
Minnesota Statutes or federal law.

*The above paragraph modified by the City Council on December 10, 2012

Vacation and sick leave benefits will accrue at the appropriate rate for an employee during
the introductory period but only sick leave may be used until the employee has
successfully completed the introductory period.

Employees transferred or promoted to a different position will be considered to be subject
to this introductory period in all respects except as regards the vacation and sick leave use
prohibition.

XXI. EDUCATION

The City of Saint Peter allows and encourages many forms of in-service training to provide
opportunities for improvement of an employee's skills and qualifications. These
opportunities need not be limited to training for specific job functions but may include
training to improve general fitness of the employee for public service.

Availability of educational opportunities will be limited by workload, staffing and financial
constraints of the employee’s Department.

Training such as special courses, conferences, workshops and other meetings must first
be approved by the employee’s immediate supervisor. The Department Director and City
Administrator must also approve the request. If the training is so approved the City will
pay registration fees and appropriate lodging and meal costs. Travel to and from such
training, if required, will be in City vehicles when available. Personal vehicle use must
follow the requirements of Section XX. Compensation for training, including travel time,
will not exceed a regular work shift, including time worked on the day of training.

The employee will be expected to be at work before and after training sessions, if time
permits.



Any education involving college or technical school credit must be requested in writing and
approved in writing prior to course registration. The employer must be allowed no less
than ten (10) working days to review a request. The request must include the type of
course with a course description from the institution or sponsor, the reason for requesting
the course, the expected benefit to the employee and to the City, the cost reimbursement
amount requested, and time involved.

If coursework is taken for credits to be applied toward a degree program the employee will
submit a degree plan of courses to be taken and a statement of the total cost
reimbursement expected to be requested for this degree plan.

Time away from regular work schedule must be pre-arranged and must not adversely
affect Department operations, in the opinion of the Department Director and the City
Administrator. Time away from the job for this kind of education may be compensated
through the use of vacation or compensatory time.

Reimbursement for coursework not suggested or required by the employer will range from
half of tuition to full tuition, as determined by the City Administrator, depending on the
funding available, the relevance of the employee's work and the public interest.
Reimbursement for coursework grading degree credits and not suggested or required by
the employer will be limited to $2.0004:600 per academic year and $8,0003;000 total
reimbursement per employee. Should an employee leave the employ of the City of Saint
Peter within three (3) years after completing such coursework, one half (1/2) of the
reimbursement must be refunded to the City. No fees, books, materials or supplies will be
reimbursed. In order to receive reimbursement, a grade of “C” or better must be obtained
for the course.

Revised: 10 February 1997

XI. EMPLOYEE LEAVES.

Sick Leave. All full-time employees shall accumulate sick leave at the rate of eight (8) hours per
month. Regular part-time employees shall accumulate at a rate proportional to their hours of work
based on a forty (40) hour work week for full-time employees. If an employee receives
compensation under the Worker's Compensation law, only that portion of his/her regular salary will
be paid which will, together with said compensation received, equal his/her regular salary.

Sick leave shall only be granted for absence from duty because of illness or injury of the employee
or of the employee’s immediate family if the employee’s presence is required by reason of the
illness or injury. Minnesota Statutes 181.940 provides that an employee may use available
personal sick leave to care for a sick child, adult child, spouse, sibling, parent, grandparent, or |step

shall be granted for medical examinations and appointments, including dental and eye

examinations, when no other opportunity for such appointments can be arranged outside of working
hours. Sick leave not to exceed three (3) consecutive days may be used when an employee’s
presence is required at home or in the hospital by reason of serious iliness or hospitalization of a
member of the employee’s immediate family. Such use of sick leave must be authorized by the
employee’s Immediate Supervisor and Department Director. In a case where the employee’s
presence is required for more than three (3) consecutive days by reason of the above circumstance
within the immediate family, paid leave may, upon obtaining proper approval, be extended by the
use of other forms of leave time, such as vacation or compensatory time. Such use of time shall be
verified by a doctor’s certificate or any such other evidence as may be required by the Immediate
Supervisor or the City Administrator. Additional unpaid family leave time may be available when

-1 Comment [BAL1]: Additional language added as

aresult of law change in May, 2013 by MN
Legislature

*{ Comment [BAL2]: Effective July 1, 2014, law

also-includes “mother-in-law, father-in-law, and
grandchild” to the list of people an employee may
use personal sick leave to care for. Alsoallows use
of sick time for ‘safety leave” to provide or receive
assistance personally or for listed relatives due to
sexual assault, domestic abuse, or stalking.
Employers must provide at least 160 hours for
personal sick leave or safety leave in any 12-month
period for all covered relatives, but the 160-hour
limit cannot be imposed on time used for the
employee or their children.




these paid leave options are exhausted through the provisions of the state and federal Family and
Medical Leave laws. The City Administrator can provide additional information. The definition of
immediate family shall be made by the City Administrator and shall normally consist of spouse,
child, parent, sibling, parent-in-law, sister-in-law, brother-in-law, grandparent, grandchild, and
members of household.

Proceeding section “Sick Leave” adopted: 07/23/2012

Parental Leave. Parental leave will be granted to eligible employees in accordance with Minnesota
Statutes, Section 181.94. Sick leave may be utilized by an employee for doctor appointments,
iliness, and/or disability relating to pregnancy. Other leave under this law will be unpaid unless the
employee elects to use compensatory hours or vacation hours to obtain compensation.

Employees working twenty (20) or more hours per week on a routine basis, and who have been
employed by the City of Saint Peter for at least twelve (12) months, are eligible for a twelve (12)
week unpaid parental leave of absence in connection with the birth or adoption of a child.

The parental leave must begin no later than twelve monthsafter the birth or adoption, and notice of
intent to take such leave must be given to the employee's department supervisor at least two (2)
weeks prior to the commencement of such leave.

An employee returning from a parental leave of absence of twelve (12) weeks or less will be entitled
to return to employment in the employee's former position or in a position of comparable duties,
number of hours, and pay. An employee returning from a parental absence longer than one (1)
month must notify the employee's department supervisor at least two (2) weeks prior to the return
from leave.
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Comment [BAL3]: Law change effective July 1,
2014 for employers with 21 or more employees.




COOPERATIVE EFFORTS (White Sheet)

SCHOOL DISTRICT

. Activity connection Senior Citizens,
recreation, transit

. Facilities long term planning

o Athletic Other Facilities,
Drama, performance, arts
connected-to-schoolfacility
program
. Budgets
o Levy
o Pay
o Others
. Athletic Association
Congressconcept goals
. Early Childhood 95% coverage
might be a goal
The Third Floor (Keep City involved)
City/School strategy with GAC
Child Care
Long Range Community Planning
Studies (Housing Demo Others)
Official M

NICOLLET COUNTY

. Compost funds
Library

1/4 - 1/4 good zone

Building
Criminal Justice Committee
Law enforcement share dispatch

Emergency Planning

Green Valley

Gardner Road/County Rd. 5 Turn
Lanes

. Stormwater

GUSTAVUS ADOLPHUS COLLEGE
. Parking

o Housing—on-campus-$$-students
and-alumni

Performance space
Recreational facilities
Off-campus behavior
Hispanic inclusion/Sister City
Child Care

Transit use

Employees live in City

Modified 03/27/2014

REGIONAL TREATMENT CENTER/STATE
OF MN DEPT OF HEALTH

. Water distribution

& Trail-system

- Gluek-Park

. Future program/land/facilities

o Parks

. Arts Association
Tourism.C .

BANKS

. Establish regular lunch meetings
with them

REALTORS

. BFF

. Promotion of opportunities for young
families

. Others
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TO: Todd Prafke DATE: 2/13/15
City Administrator

FROM: Russ Wille
Community Development Director

RE: Demolition by Neglect — International Property Maintenance Code
ACTION/RECONMNENDATION
None needed. For Council review and discussion.
BACKGROUND

Members of the Heritage Preservation Commission (HPC) have been invited to join the City
Council at the workshop on Tuesday evening. The goal for the meeting is to engage in a
dialogue related to opportunities designed to avoid lack of maintenance leading to demolition in
the HPC District.

The genesis of this discussion comes from action taken related to the building that previously
stood at 214 South Minnesota Avenue (commonly called the Mayo building or the Mom and
Pops building). That building, constructed at the time of the Civil War, was believed to be the
oldest commercial structure in the community. The building was placed on the National
Register of Historic places as a “contributing” building within the Saint Peter Historic
Commercial District as determined by the Department of Interior.

In 2014, after years of neglect, the 214 South Minnesota Avenue structure was allowed to be
demolished in part due a determination by the Building Official that the building was an
imminent threat to the public heaith and safety due to its state of disrepair. Situations such as
this are referred to as "demolition by neglect”. Demolition by negiect is defined as:

‘A situation in which a property owner intentionally allows a historic property to suffer
severe deterioration, potentially beyond a point of repair. Property owners may use this
kind of long-term neglect to circumvent historic preservation requlations”

- National Trust for Historic Preservation (1999)

HPC members were displeased that it was necessary to allow the demolition of such an
important historic resource. The Commission had asked that the Community Development
Director establish a mechanism that would grant the Commission the authority to address the
neglect before it reaches the point where demolition is the only reasonable option. The
Commission suggested that the current municipal regulations are insufficient in that the City can
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only act once the building reaches the state of being a public health threat due to the threat of
spontaneous, catastrophic collapse.

The vast majority of commercial structures in Saint Peter are adequately and appropriately
maintained by their owners. Currently however, without affirmative maintenance, perhaps two
or three historic commercial structures within the downtown are significantly threatened due to
the absence of appropriate maintenance.

One structure is known to have significant water penetration through the roof during the spring
thaw or heavy rain events. Another prominent historic structure is missing a significant portion
of its fagade which would allow water to penetrate and accumulate within the wall cavities.
When exposed to the freeze/thaw cycle, such water penetration quickly causes the deterioration
of the wall until such time as it experiences bowing or buckling.

Last October, three graduate students from the Urban and Regional Studies Institute at
Minnesota State University Mankato began a graduate research project to determine what might
be done to address the concerns of the Heritage Preservation Commission. The students
researched what other Minnesota communities are doing to combat demolition by neglect.

The grad students also undertook a mailed survey of property owners within the Saint Peter
Heritage Preservation District. The results of the unscientific survey have not been provided as
they are not statistically reliable given the limited survey return and methodology. While no
detailed analysis was undertaken to determine the standard deviation of the survey results, it is
quite possible that the margin of error would exceed the actual survey data.

The written comments of the survey respondents have been provided. Remember that the
comments are only indicative of the opinions of individuals and such opinions cannot be
assumed to be shared by others uniess expressly stated.

The students recommended that the City of Saint Peter adopt the International Property
Maintenance Code to address demolition by neglect within the community. They have also
recommended that the City consider additional financial incentives and assistance to encourage
property owners to maintain their property at an acceptable level.

Minnesota State Statues §471.193 is the legislation that enables Minnesota municipalities to
undertake historical preservations. The statutes allows for the:

“Enactment of rules governing construction, alteration, demolition, and use, including the
review of building permits, and the adoption of other measures appropriate for the
preservation, protection, and perpetuation of designated properties and areas.”

It is the authority granted in §471.193 which allowed the City of Saint Peter to adopt the current
Heritage Preservation Ordinance regulating the construction and alterations to structures within
the Saint Peter Heritage Preservation District. Other Minnesota communities have used the
authority of statute to adopt the International Property Maintenance Code (IPMC). City staff
contacted Minnesota State Historic Preservation Office representative Michael Koop who has
suggested that the IPMC provides the authority sought by the Saint Peter Heritage Preservation
Commission to order affirmative maintenance of structures.

aM
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i i ity Council. The plan
In 2005, the Saint Peter Comprehensive Plan was adopted by the_Cl Lo '
establishes the goals and policies of the City as they apply to residential, commercial, industrial
and recreational interests. It is the goal of the City that:

“Efforts should be made to promote and protect the architectural and structural integrity
and vitality of the historic commercial district.”

The working draft of the revised Comprehensive Plan also establishes the City policy that:

“istoric structures within the Central Commercial District should be preserved in a
manner consistent with the standards adopted by the Department of Inter.lor.
Public/private investment opportunities should exist to encourage the ‘appropnate
renovation, rehabilitation or repair of historic commercial properties within Saint Peter.”

The language of the Comprehensive Plan is important in that it allows fg!' thc.-z development of
rules and regulations necessary to carry out the goals and policies identified in the plan. That
is, the goal and policy related to historic preservation creates the logical nexus between the
contents of the Comprehensive Plan and the regulations proposed. One way to meet that goal
is through the adoption of the International Property Maintenance Code which would be
supported by the contents of the Comprehensive Plan.

In the preface of the IPMC, it states that:

“The IPMC is a maintenance document intended to establish minimum maintenance
standards for basic equipment, light ventilation, heating, sanitation and fire safety.
Responsibility is fixed among owners, operators and occupants for code compliance.
The IPMC provides for the regulation and safe use of existing structures in the interest of
the social and economic welfare of the community.”

The intent of the IPMC is also clearly noted as:

“This code shall be construed to secure its expressed intent, which is to ensure public
health, safety and welfare insofar as they are affected by the continued occupancy and
maintenance of structures and premises. Existing structures and premises that do not

comply with these provisions shall be altered or repaired to provide a minimum level of
health and safety as required herein.”

The City of Faribault is similar in age and had previously gone through a similar event and
discussion. Both communities have a well established and defined historic district which has
been placed on the National Register of Historic Places. The City of Faribault adopted and

enforces the regulations contained in the IPMC. So we looked to them as a first step in review
of some potential solutions.

In January, Building Official Dean Busse and | traveled to meet with Faribault Building Official Al

Ernste. Mr. Ernste was very forthcoming and frank in his assessment of the Faribault
ordinance and its’ impact.

Mr. Ernste noted that the IPMC helps protect property values and doesn't allow a poorly
maintained property to bring down the values of adjoining structures or properties within the
immediate area. This is especially true in traditional central business districts where buildings
often share party walls or are otherwise structurally interconnected.
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Mr: Emste noted. one Faribaul_t structure where the fagade was pulling away from the front of the
building and sub;ept to potential collapse upon the sidewalk and street. If the City had not able
to order the repair of the structure, the neighboring buildings would have been compromised

and bee_n subject to collapse. One poorly maintained structure diminished the value and even
the survivability of the adjoining properties.

Mr. Ernste indicated that the Faribault City Council had the political will to adopt the ordinance
which would require maintenance as determined by the Building Official. While the ordinance
was originally unpopular, the attitudes of building owners are changing given the uniform
enforcement, consistent standards and the impact of the maintenance efforts of the property
owners.

The IPMC allows for the periodic inspection of structures by the Building Official. In Faribault
the City advertises that they will undertake inspections in advance to allow property owners the
opportunity to address their deferred maintenance issues voluntarily and the inspections, which
are restricted to the exterior of the property, are conducted at no cost to the property owner.

If a violation of the ordinance is noted, the building owner is given an order to repair the noted
deficiency. The order allows a sufficient period of time to complete the noted repairs and the
majority of property owners undertake the repair at this point with no further enforcement action
being necessary.

If the first order is ignored, the Building Official provides for a final notice of repair. At this point
the building owners are also given the opportunity to request an extension due to financial
constraints or weather conditions unfavorable to complete the required maintenance.

The final notice also states that if no action is taken to address the ordered repair, the City of
Faribault will review the non-compliant properties. If no progress to conform to the ordinance is
evident or if the property owner indicates an unwillingness to comply with the order, the matter
is referred to District Court for prosecution as a misdemeanor.

In Faribault, 79 out of the 126 properties subject to the inspection were ordered to undertake
some level of maintenance or repair. Of the 79 notices, only 4 were expected to result in legal
action via District Court.

This issue is complex in that it has the potential to change the current balance of individual
property rights vs. the ability of local government to protect heaith, safety and the general value
and community investment in a specific class of properties.

There are a number of questions that the Council, and maybe the HPC, could review to aid the
discussion.

Is there a problem that can be defined?

If so what is the defined problem?

Is the problem specific to a few or to many?

Is there specific action that can be taken to address the few, or must broader action be
taken to insure that all are treated equally or that the problem is avoided in the future?

e Are there examples of rules that already exist that can help us in solving the problem?
What are they?
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o What other options or ideas can we brainstorm that could lead to a solution to the
defined problem?

There are certainly many other questions that could be asked, but if a common definition to the
problem can be defined and actionable steps can be articulated that addresses the problem, the
next steps relate to projecting outcomes, defining if resources are needed, confronting tradeoffs,
assembling a process to enact the solution, and then taking action to put a solution into place.

| believe it is your goal as City Administration to have a problem solving discussion that can help
provide direction to staff as to what option we should pursue as we evaluate any solutions. |t
seems clear that some action should be taken to prevent a repeat of the demo by neglect. The
challenge will be in determining the scope of the problem (its' definition) and the amount of
regulation that will be needed to avoid it in the future,

Please find attached copies of the Minnesota Statutes, a copy of the survey work done by the
MSU Grad Students and a couple of newsletter articles related to “Demolition by Neglect”.

Building Official Busse and | will attend the February 17" City Council Workshop and will be
able to answer questions from the City Council at that time.

Please feel free to contact me should you have any questions or concerns on this agenda item.

RW/
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471.193 - 2014 Minnesota Statutes Page 1 of 2

2014 Minnesota Statutes Authenticate -

471.193 MUNICIPAL HERITAGE PRESERVATION, .

Subdivision 1. Policy. The legislature finds that the historical, architectural,
archaeological, engineering, and cultural heritage of this state is among its most important
assets. Therefore, the purpose of this section is to authorize local governing bodies to
engage in a comprehensive program of historic preservation, and to promote the use and
conservation of historic properties for the education, inspiration, pleasure, and enrichment
of the citizens of this state.

Subd. 2. Heritage preservation commissions. The governing body of a statutory or
home rule charter city, county, or town may establish a heritage preservation commission
to preserve and promote its historic resources according to this section.

Subd. 3. Powers., The powers and duties of any commission established pursuant to
this section may include any power possessed by the political subdivision creating the
commission, but shall be those delegated or assigned by the ordinance establishing the
commission. These powers may include:

(1) the survey and designation of districts, sites, buildings, structures, and objects that
are of historical, architectural, archaeological, engineering, or cultural significance;

(2) the enactment of rules governing construction, alteration, demolition, and use,
including the review of building permits, and the adoption of other measures appropriate
for the preservation, protection, and perpetuation of designated properties and areas;

(3) the acquisition by purchase, gift, or bequest, of a fee or lesser interest, including
preservation restrictions, in designated properties and adjacent or associated lands which
are important for the preservation and use of the designated properties; N

(4) requests to the political subdivision to use its power of eminent domain to
maintain or preserve designated properties and adjacent or associated lands;

(5) the sale or lease of air rights;
(6) the granting of use variations to a zoning ordinance;

(7) participation in the conduct of land use, urban renewal, and other planning
processes undertaken by the political subdivision creating the commission; and

(8) the removal of blighting influences, including signs, unsightly structures, and
debris, incompatible with the physical well-being of designated properties or areas.

No power shall be exercised by a commission which is contrary to state law or denied
a political subdivision by its charter or by law. Powers of a commission shall be exercised
only in the manner prescribed by ordinance and no action of a commission shall
contravene any provision of a municipal zoning or planning ordinance unless expressly
authorized by ordinance,

Subd. 4. Exclusion. If a commission is established by the city of St. Paul, it shall for
the purpose of this section exclude any jurisdiction over the Capitol Area as defined in
section 15B.03, subdivision 1.

Subd. 5. Commission members. Commission members must be persons with
demonstrated interest and expertise in historic preservation and must reside within the
political subdivision regulated by the ordinance establishing the commission. Every
commission shall include, if available, a member of a county historical society of a county
in which the municipality is located.

Subd. 6. Communication with state historic preservation officer. Proposed site
designations and design guidelines must be sent to the state historic preservation officer at
the Minnesota Historical Society, who shall review and comment on the proposal within

-
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60 days. By October 31 of each year, each commission shal] submit an annual report to the
state historic preservation officer. The report must summarize the commission's activities,
including designations, reviews, and other activities during the previous 12 months.

History: 1971 ¢ 12851, 1973 c 123 art 557 1985¢77s1; 1989¢c 952, 2003¢c 17
82

Copyright © 2014 by the Revisor of Statutes, State of Minnesota. All rights reserved.
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY -

The Urban and Regional Studies Institute of Minnesota State University, Mankato on behalf of
the City of Saint Peter is conducting this survey in light of the recent events taking place
considering the pending demolition of the historic structure located at 214 South Minnesota
Avenue, the future location of Mom and Pop's ice cream shop.

Please answer the following questions as completely as you can to the best of your knowledge

Name:
Phone Number: C )
Email:

Property Address:
Years of Ownership:

1. How do you view Saint Peter’s historic structures?

Notatall 1, 2. 3. 4, 5. Highly

2. How do you view Saint Peter’s historic commitment to heritage preservation?

Notatall 1. 2. 3, 4 5. .Highly -~

3. To what extent do you take pride in owning a building that resides in the heritage
preservation district?

Notatall 1. 2. 3. 4. 5. Highly

Comments:

“] don’t know if I’m in the District. Hope not. Too Restrictive.”

4, Ts your building considered (Please circle one):

a. Contributing
b. Non-Contributing

¢. Unknown =
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY

5. Are you familiar with the following incentives that the City of Saint Peter offers such as
(Circle Yes or No):

a. Facade Renovation/ Historical Enhancement
b. Revolving Loan Fund Yes No
c. Other (Please Explain on the next page):
Comments:
“I’ve used private lenders — or my own funds for all improvements.”

“I’m aware of them in the back of my mind. Maybe you should market them thru the Chamber,
newsletter, etc.”

“Besides a small loan, the City provided personnel and related support which enabled the
restoration of the Nicollet after the 1998 tornado.”

6. Would you consider updating or increasing maintenance efforts of your structure if you
were offered one of the above listed incentives?

a. Yes
b. No
Comments:
“I have taken advantage of the loan programs.”

“I hope to work on it myself.”
“We currently have an updated structure.”
“Postal owned.”

“Maybe — depends on the terms.
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY

“Fagade renovations.”

“Already have done so.”

“If it was economically feasible — I bought the building in 2004 and my property taxes have
about doubled in that time. Hard to make any money on investments as it is now without
spending.”

“Roofs, tuck pointing and foundation work.”
“I have taken advantage of the incentives.”

“Not my call - bit it is improvement to continue upkeep on the buildings. No matter how
[unintelligible] they may [unintelligible].”

“After tornado we invested over $50,000 in our house and property.”

“The revolving loan fund incentive programs do not offer a great benefit. Do they have Heritage
Preservation Grants or matching grants to make it affordable?”

“Maybe. If it enhances profitability or I have a need but if I’m not mistaken, the program is
public and you deal with people that you may not want to know your business. But for some it’s
probably great. May want to consider commissioning a bank to do the qualifying.”

“Not needed currently, but would if it became necessary.”

“New awning out front. Tuck-pointing needed.”

7. Have you remodeled or made changes to your building?
Comments:

“Yes, all of them.”

“Some remodeling.”

“Summer 2014. Exterior update. Added brick and improved look of building to fit Committees
guidelines.”

“Yes. New windows, roof, chemical power washing of Kasota Stone front.”

“Interior electrical and plumbing. Parking lot resurfaces. Roofing.”

30—
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY

“Yes. Rood and doors.”

“Not recently.”

“Yes. Entire remodel of main floor office. Did partial upstairs apartment.”
“Yes. Remodeled ground floor into an apartment.”

“Paint, tuck pointing and new awning.”

“Just painted inside 10 years ago.”

“Main level and basement just redone because of water damage.”

“Yes. New windows, deck, remodeled 2 apartments.”

“We need a new toilet in the basement — there is a room down there that just sucks all the good

out and demonizes it. A black hole of blech [sic]! I am not aware of projects competed but this
is something we would like to happen.”

“Re-roofed twice, new siding, new front porch and new garage.”

“Interior changes, exterior changes with brick. New roof due to tornado 1998.”
“Yes. See building permits,”

“Yes. Used our own financing.”

“Post tornado. New windows. New tin and paint.”

8. Did you encounter any problems with the process?

Comments:

“I thought it was a straight forward process.”

“No.”

“Our signage does not have / is not allowed as good of lighting as we should have.”

“Yes. Would like to do lighted sign to promote building. Can’t do what I would like because
we're restricted by rules in district. Have to pay a fee to put up a sign. Can’t do any digital signs
like both Major Banks in town because of district. They can — I can’t.

t — %
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY -

“No.”
“More repairs were needed than initially quoted.”

“No.”

“No.”

“No. Simple.”

“One bad contractor when we started. Had to go to court with him.”

“Yes. After the tornado it was extremely difficult to find a qualified craftsman to rebuild the
cornice of the building which had been torn off. The $150,000 price tag was also extremely
difficult to finance, particularly when you had an entire building needing repairs.”

“No it was superb. All I had to do was ask.”

9. Are you aware of the demolition of the Mom and Pop’s building (214 S. Minnesota g
Ave.)? Do you have thoughts or opinions on the events experienced by the owner and
the city?

COMMENTS:
“Too much red tape — it was obvious it was more an eyesore and problem than anything else.”

“] am aware of the demolition. I cannot comment on what the owner or City experienced.
However, I was sorry that the building was not saved.”

“This is a very old wood construction. I would like to see it remain. I don’t think it is a Building
you can set standards by.”

“It sounds like it should be demolished / replaced.”

Safety first. Needs to go, and replaced with vintage style structure compatible with rest of block.
Add 4 Seasons building to demo or redo.”

“Yes, Should have been done in 1998. Eyesore!! Someone could have been injured —
thankfully no one was.”

“Yes. I don’t think there should be restrictions on rebuilding. I feel sorry for the owners that N
they have to go through the Heritage plan.”
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY

“Unfortunate, but if it can not be fixed, and done within reasonable costs then demolish it as a
hazard to the area.”

“If building is cost prohibitive to remodel — take it down. I'm all for making town look good but
don’t hold my business back.”

“Yes.”
“Yes. Building should have been inspected previously and repairs made at that time.”

“] know from newspaper articles. I know its decrepid — needs to go. I know historical location
problems with permits and variances, etc.”

“It has taken way too long. The building should have been taken down right after the fire.
Could have taken a picture of the front of building.”

“Yes. Sad to see it torn down.”

“Yes — it is unfortunate to lose a historical building / property but it was indeed too far gone.
The only thing I can think to remedy the loss is to salvage as much as possible to reuse for the
new building (brick, wood pieces, etc.). 1know this isn’t always possible but it’s a good step in
maintaining the downtown integrity and aesthetics,

“Yes. It should not have taken this long to resolve or time and money wasted. Not very cost
effective for all involved.”

“Yes. Aware of the demolition, but I am unaware of experiences of the owner or City.”

“Yes. The demolition of the building was long past due. The building had out-lived itself and
was not financially feasible to rehab. The building was a “blight” on the block, a piece of crap
and needed to come down before someone got hurt.”

“I’m aware of the demo. Not familiar with the problems. It would make sence to have the
fagade blend in aesthetically but its difficult to be in business the more red tape and regulations
just exasperate the difficulty.”

“Not first hand, Properties should be maintained.”

“Yes and I just wish it were a little easier for them...it to too long.”



CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY =

10. How would you feel about an ordinance requlrmg/mandatmg periodic lnspectlon of the
structural integrity of your building?

Comments:
“More red tape. STRONGLY OPPOSED TO THIS.”

“Not necessary. Apartments are routinely inspected. Improvements are not allowed unless built
to Code.”

“I don’t feel really good about it only because this kind of government control can and usually
does get out of hand.”

“No. Don’t want that ordinance.”
“Good plan.”

“Intrusive, but probably necessary for some structures. It was inspected prior to the
reconstruction of Minnesota Avenue,”

“No. Not forit. I'm the one that has invested in my property. Keep government out of it.” ""\'
“That would be up to the USPS.”
“For a fee, NO!!! Don’t make it another rule.”

“I would be in favor of periodical inspection but would like the option of not having in inspected
depending on how high the inspection fee is.”

“Would be OK to prevent further demolition.”

“We wouldn’t want it. There is already enough inspections for rentals, etc.”
“Too many regulations in effect already. If want to do it for free — OK.”
“No. Building code works fine.”

“Important in order to preserve — people do not need to dwell or work in facilities in need of
major work.”

“Not needed. A waste of taxpayer money. How many houses in St. Peter have an 8” block
foundation with 8” to 10” of poured concrete inside of the block?”
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CITY OF SAINT PETER HERITAGE PRESERVATION DISTRICT
PROPERTY OWNER SURVEY

“I am not in favor of more regulation! My building is occupied and being maintained. It is my
business. The concerns I would have are buildings unoccupied / domant such as Mom & Pop’s ~
w/out occupants it deteriorates fast!

“Absolutely opposed! This would be an infringement on my rights as a property owner and a
violation of the Constitution. If the City can maintain my building better than I can let them
bring on an action of eminent domain. Otherwise I would consider the City to be trespassing and
opening itself to more than one law suit.”

“] would think that when a building changes hands that the buyer and possibly the financier
would want to “check” this out if there are concerns of structural integrity. If government gets
involved I would guess that it would be expensive to do so. An inspection of all buildings could
be a waste of resources. But obvious problems and the public safety is important. If there was
an ordinance would it have caug<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>