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Project Locations Primary Contacts Phone Email Websites
Appleton, MN John Olinger, Appleton City (320) 289-1363 citya_dministrator@appletonmn.gov appletonmn.org
Benson, MN Administrator (320) 887-0040 hlllar.y.tweed@cedausa.com bensonmn.org

Porter, MN kimjelen1996@gmail.com

Hillary Tweed, Benson EDA (507) 296-4454 h portermn.org
Watson, MN Kim Jelen, Porter City Clerk (320) 269-8543 cityofwatson@farmerstel.net cityofwatson.com
Alan Marohl, Watson
City Clerk

Background

Housing incentives are tools used by local
governments and development authorities to stimulate

. ) ’ ] City # of Lots/Incentives
residential construction and address housing
shortages. These incentives can take many forms—
including reduced lot prices, tax abatements, Appleton 12 lots at $1,000 each
infrastructure support, and direct subsidies—and are
designed to reduce the financial barriers that often Benson 5 lots at $5,000 each*
deter private investment in new home construction,
particularly in areas with challenging market Porter 2 lots at $18,000
conditions. each**

In rural communities across western Minnesota,
housing incentives have become a critical strategy for Watson 1lot at $14,000
revitalization. Many small towns in the region face
declining populations, aging housing stock, and limited
availability of move-in-ready homes. At the same time, **City also offering rebates of
construction costs remain high while appraised home $5,000/$10,000 for every

values lag behind, creating financial gaps that make $50,000/$100,000 assessed lot value
new development difficult without public intervention.

*City also offering to waive WAC/SAC fees

It should be noted that incentives alone aren’t as effective as they once were due to the sizable
value gap upon completion of new construction, but nonetheless, it could be an integral piece of
the funding package to make a project viable.

By offering incentives, rural communities aim to make homebuilding more attainable for
individuals, families, and developers. These programs not only support local housing needs but
also contribute to broader economic development goals—such as workforce retention, school
enrollment stability, and increased tax base. In regions where traditional market forces are often
insufficient to drive new construction, housing incentives represent a proactive approach to
strengthening community resilience and ensuring long-term sustainability.
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The City of Appleton (pop. 1,352) has been offering housing incentives
for several years, led primarily by the Economic Development Authority
(EDA). While the City also provides Tax Increment Financing (TIF) and
tax abatements, these tools have traditionally been applied to
commercial and industrial development rather than housing. The EDA is
also working with the Swift County HRA to develop additional

incentives utilizing the County’s Local Housing Trust Fund.

The City has 12 lots that were purchased over the years through the tax forfeiture process. It
then demolished several of the preexisting dilapidated homes and is currently offering the lots
for $1,000 each. These incentives are advertised on the County’s HRA website and locally by
word of mouth. Although there has been some interest shown in these lots over time, nothing has
materialized into a completed project to date. One of the key stipulations for receiving
incentives is the requirement that construction must begin within two years of lot acquisition.

The City has invested between $15,000 and $20,000 per lot to prepare them for residential
development, which includes costs for asbestos removal, demolition, and debris disposal. These
costs are not reflected in the lot pricing but represent a significant public investment.

Benson

Launched in early 2024, the City of Benson’s (pop. 3,414) Infill Lot
Program is part of a broader effort by the Benson Economic
Development Authority (EDA) to stimulate residential development
and address the city’s growing need for housing. The program offers
five city-owned lots for $5,000 each—an amount determined after
evaluating the average market value of similar vacant lots. While the
pricing structure was influenced by practices in other Minnesota

communities, it is reflective of Benson's current housing market.

Initial promotion of the program was conducted via social media, and ongoing marketing efforts
include placement on the City's website and word-of-mouth. Currently, there are no additional
housing incentives available, but the City is actively exploring new tools to expand its housing
incentive portfolio.

Interest in the program has been modest so far, with one lot in the process of being sold for a
duplex development. Program requirements include a signed purchase agreement stipulating
that the buyer must either relocate or construct a single-family home or duplex on the property.
A building permit must be obtained within one year of closing, and the project must be
completed—receiving a certificate of occupancy—within 24 months. If the timeline is not met,
the City may reclaim the lot at 80% of the original sale price, with $1,000 refunded to the buyer.

The City is subsidizing the cost of the lots as most were acquired over the years and made
build-ready through the demolition of existing structures. Demolition costs have ranged between
$11,000 and $15,000 per property.



In addition to the low cost of the lots, Benson also recently began waiving water access charges
and sewer access charge fees (WAC/SAC fees) for new housing construction projects (single
family homes and duplexes). This additional incentive amounts to around $2,250-$2,500 per
new housing unit. To be eligible, projects must be within city limits, follow all City building
requirements and complete the project within 18 months of permit issuance.

Porter

The City of Porter (pop. 162) has been offering a housing incentive since 2018, aimed at
attracting new residential development and encouraging homeownership in the community. The
City acquired the lots for $25,000 and is offering cash rebates to anyone who wants to build a
new home on one or both lots. The program features two adjacent, City-owned lots with full utility
connections included in the purchase price.

Each 75’ x 165’ lot (0.28 acres) is listed at $18,000, or the two
can be purchased together to form a 150’ x 165’ lot (0.57 acres)
for $36,000. To make new construction more financially viable,
the City offers a rebate incentive tied to the assessed value of
the home built:

e Single 75’ x 165’ lot: $5,000 rebate per $50,000 in assessed
home value (capped at the lot’s purchase price).

e Full 150’ x 165’ lot: $10,000 rebate per $100,000 in assessed
home value (also capped at the purchase price).

To qualify, construction must begin within one year of purchase. In some cases, the rebate can
fully offset the cost of the lot.

The City Council developed the rebate program based on the lot’s value and has not pursued

other incentives. The program is promoted through the City’s “Make Porter Home” tab on their
webpage, which includes property details, maps, utility information, and a contact form, along

with Facebook outreach.
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In August 2023, the City of Watson (pop. 173) took proactive steps to
support future residential development by acquiring and cleaning up a
lot at 330 29 Street. The City Council made the decision to acquire
the lot through the tax forfeiture process, which kept acquisition costs
low. However, under this arrangement, MN Statute prohibits the City
from making a profit on property acquired through this process, so
they are offering the lot for $14,000 and are open to negotiations.

The City invested approximately $14,000 in the demolition of the existing structure and clearing
of the lot after taking possession. This was about $5,000 over initial estimates due to the
discovery of asbestos, which required specialized removal and disposal. The lot has been
available for purchase since cleanup was completed, but no formal marketing or advertising has
taken place. The future buyer must commit to building a home on the site. To date, there has
been modest interest in the lot, but nothing resulting in a sale.

For other communities considering this type of action, City officials strongly recommend a
thorough inspection of the site be conducted prior to entering this process to avoid unexpected
expenses.

Incentives Overview

Challenges

e Value gap: Construction costs ($200-$250/sq. ft.) far exceed appraised home values in rural
towns, creating difficulties in securing financing.

e Subsidy demands: Cities typically must shoulder high upfront costs (e.g., $15k—$20k per lot) to
prepare land, without guaranteed development outcomes.

e Market disadvantages: The lack natural amenities (e.g., lakes, regional service centers) make
communities less competitive in attracting new residents.

e Unexpected costs: Lot preparation projects (like Watson's asbestos removal) have exceeded
budget estimates, straining limited local resources.

e Low return oninvestment: Even with aggressive pricing, small towns often cannot match regional
housing demand trends, limiting results.

What’s Been Rewarding?
e Communities are building a foundation for long-term housing strategies, even if immediate results
are modest.

e The incentive initiatives provide valuable lessons on what works and what doesn’t, offering a
roadmap for other rural towns facing similar challenges.

e Early progress, such as Benson’s Cottage Square project, serves as proof of a concept that can be
replicated or scaled up.

e Collaboration between cities, counties, and development authorities is fostering a regional
approach to housing solutions.



