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INTRODUCTION]|

Cloquet/Scanlon Housing Study

Conducted during the first and second quarter of 2024,
this study evaluates the residential housing needs for
Cloquet and Scanlon. The study draws on a range of
economic development drivers, local demographic
changes, current market performance indicators, and a
detailed inventory of the residential stock to determine
i cru"cpf"pggfu"kp"gcej"

By examining the current condition of the property mark

identifying existing gaps, and considering potential neet I.I.I

this study provides stakeholders an important source of
information for guiding future residential development ir
the interest of enhancing the vibrancy and quality of life
in Cloquet and Scanlon.

UvcpvgeXu"ogvjqfgngi {"ku"
right. Three main components were examined: 1) mark
indicators and drivers; 2) local demographics; and 3) th
existing housing inventoryhe study utilized a range of
guantitative and qualitative data to assess each
component, and, whewatduated collectively, the
components helped identify gaps and mismatches in the
supply of housing.
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Report Structure

The report is organized according to the analytical
steps required to conduct the study.

The first section is an executive summary that
contains key findings from the study.

The second section examines major drivers of land

use in Cloquet arfslcanlonExamined are the
drivers of economic growth in Cloquet County and
the Duluth Metropolitan Area. Economic data
includes industries driving growth, spatial clusters
in the metro region, and clusters specific to the

Changes in home values, rents, vacancy rates, and Bureau of Economic Affairs (BEA), the Minnesote

inventory are indexed alongside housing incomes

Department of Employment and Economic

cpf"jgwugjgnf "uvt wevwt g 'Devegldphdntg N dNDEEH, Zilewy &and Ggstar). v

rgkpvuX"kp"

vig"oct mgvO"Kpvgtxkgyu"ykvj"fgxgng

provide additional market context. The market study Although Stantec judges these sources to be

and inventory are then analyzed to identify needs.

Current community needs are then juxtaposed to
projected future need. Projections by number of

households and by household income bracket help

determine demand for different housing types and
identify housing goals.

Once housing goals are identified to meet current

Cloquet/Scanlon region. Connections are developedand projected future needs, a set of strategies are

that link the industrial structure to demand for
housing types. Additionallye examine commuting

identified that could aid Cloquet and Scanlon in

their efforts towards securing community housing

patterns and the broader composition of where and goals.

in what industries Cloquet and Scanlon residents
work.

The third section examines the shifting

Data Resources

demographic structure of Cloquet and Scanlon. The This study represents a compilation of data

eqoowpkv{ Xu"fgoqgitcr | ke 'gatheredidren variogs'sdunges,nnklydinmgte" v q "

demand for different housing types that either exist properties surveyed, local records, and interviews

in the community or are in demand.

with stakeholders as well as secondary
demographic material. Data is sourced from the US

reliable, it is impossible to authenticate all data.
The analyst does not guarantee the data and
assumes no liability for any errors in fact, analysis
or judgment. The secondary data used in this stu
are the most recent available at the time of the
report preparation.

The objective of the report is to gather, analyze, ¢
present as many market components as reasona
possible within the time constraints agreed upon.
The conclusions contained in this report are base
on the best judgment of the analysts; Stantec
makes no guarantees or assurances that the
projections or conclusions will be realized as
uvcvgfO"Kv"ku"UvcpvgeX
effort in data aggregation, and to express opinion
based on our evaluation.

Fourth, we examine the housing market dynamics inCensus, the American Community Survey (ACS), the

Cloquet and Scanlon. The study examines market

trends across a broad array of housing typologies.

Longitudinal Employetousehold Dynamics study
(LEHD), the Bureau of Labor Statistics (BLS), the

Cloquet/Scanlon Housing Study () Stantec 5



EXECUTIVE

SUMMARY




Geographies

The study examines both Cloquet and Scanlon within the broader economic region in which they area situated. Thisctipaislével of Cloquet/Scanlon, Carltol
County, the Duluth CBSA (i.e., metro area), and the State of Minnesota. This helps contextualize the Cloquet an&Scanlon mark
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CLOQUET AND SCANLON HOUSING STUDY AND NEEDS ANALYSIS

Key Findings: Economy

Manufacturing and ot
l ncomed6 |Jobs, though
being replaced by lower-wage service
jobs. Median household incomes are
lower, and growth has been more
moderate than comparison

geographies.

Impact 1. Greater demand for lower cost housing i
both rented and owned. 42% of renter households are
rent-burdened or pay more than 30% of their income in
rent.

Impact 2: Lower income households are more likely to
rent rather than own.

Cloquet & Scanlon Resident Industry Composition: Indexed

180

Eds, Meds
140 & Gov*

= 100)

120

5>

New Economy:
Low Wage

100

New Economy:
High Wage

Resident Employment Index (2002

a0

Blue Collar

a0

2005 2010 2015 2020
Year

Source(s): OnTheMap 2002-2021

*Jobs on the Fond du Lac reservation (for example, the Casino) are
coded as O0Governmentd related enterprises and
employment in the Eds, Meds and Gov category.
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CLOQUET AND SCANLON HOUSING STUDY AND NEEDS ANALYSIS

Key Findings: Economy

Cloquet and Scanl onos

becoming increasingly integrated with
the broader Duluth metro area.

Impact 1: Households are becoming more open to
longer commutes in the interest of finding attainable
housing and/or employment.

Impact 2: 42% of people who live in
Cloquet/Scanlon commute to Duluth for work,
whereas the major source of commuters to
Cloquet/Scanlon for work are from unincorporated
Carlton and St. Louis Counties.

Total Employed Persons

Commuting Patterns Over Time in Cloquet & Scanlon

6,000

5,500

5,000

4,500

4,000

3,500

3,000

2,500
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economy i s

Employed in
Cloquet/Scanlon,
Live Elsewhere

Livein
Cloquet/Scanlon,
Employed Elsewhere

Live and Employed
in Cloquet/Scanlon

2005 2010 2015 2020
Year

Source(s): OnTheMap 2002-2021
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CLOQUET AND SCANLON HOUSING STUDY AND NEEDS ANALYSIS

Key Findings: Economy

Interest Rate Impact

Generationally high inflation has
resulted in major ripple effects across $232 806
the economy. ’

Median Price

Impact 1: High mortgage interest rates, rising wages,
and high cost of materials have conspired to drive up
the cost of housing construction and/or preservation.

Interest Rate Mortgage Payment| Household Income Requir

Impact 2: Inventory remains constrained as 3% $883.37 $35,335
households with lower debt financing costs hold onto 3.50% $940.86 $37.,634
mortgages even if their current housing arrangements 4% $1,000.31 $40,012
are unsuitable to their needs. 4.50% $1.061.63 $42.465
_ 5% $1,124.78 $44,991

Impact 3: Households are more likely to rent rather 5 50% $1,189.66 $47.586
than own due to low inventpry, higher cost_s of home 6% $1.256.21 $50.248
ownership, and lack of attainable ownership homes. 6.50% $1.324.34 $52.974
7% $1,393.98 $55,759

7.50% $1,465.03 $58,601

8% $1,537.42 $61,497
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Key Findings: Demographics

Households age 75 and older are
Increasing, but many are staying in their
existing homes.

Impact 1: This is preventing younger households from
entering the ownership housing market.

Impact 2: This is locking up a lot of excess housing in
the form of empty bedrooms.

Percent of Total

Percent of Cloquet Population by Age: Net Change

B 2012
B 2017

200

10%

0o

Otog 10to 19 20to 34 35t 49 50 to 64 65to 85 85+
Age Bracket

Source(s): AGS, 5-year estimates, 2012/2017/2022
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Key Findings: Demographics

Median Age Trends

Cloquet 0s medi an age
comparison geographies as it attracts
younger households in pursuit of
attainable housing.

Impact 1: Many younger households are being priced
out of other communities in the region. The older,
smaller, and more affordable housing in Cloquet is
attracting younger people.

Impact 2: New multi-family construction may be
attracting a different household mix. Households tend
to be younger people living with roommates and non-
family households rather than households with children.

Median Age

42

40

33

36

Duluth
— g cenencom
.,'—' __ Scanlon

Minnesota

f Cloquet

2010 2012 2014 2016 2018 2020 2022
Year

Source(s): ACS, 5-year estimates, 2009-2022
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Key Findings: Housing Market

Cloquet has added proportionally more 5+ multi-family units since 2002 than
comparable geographies. This is concentrated in new rental apartment units
constructed since 2013.

Percent of Units Since 2000

Proportion of Units by Building Type Since 2002

100%

80%

60%

40%

20%

0%

50%

Cloguet

4%

96%

Scanlon

80%

Carlton County

76%

Duluth, MN-WI

65%

Minnesota

B 5+ Multi-Family
Townhomes and 2-4 Unit MF
Single Family Detached
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Key Findings: Housing Market

Rental demand remains robust
despite recent construction,
especially among lower income
households. Rental vacancy rates sit
below 2%.

Impact 1: Rents are increasing at a faster rate than
the metro area.

Impact 2: Existing rental housing owners have less
incentive to update or rehabilitate existing units.

Impact 3: Limits the availability of housing
affordable for those earning prevailing wages. 42%
of renters pay more than 30% of their income in
rent, with a total of 17% paying 50% or more.

Median Rent (Real Dollars)

Median Rent: Trends

51,300

1,200

Scanlon
$1,100
$1,000
o900 .
5 Minnesota
F200 /
— Cloquet
700 Carlton County
Duluth

$G600

2010 2012 2014 2016 2018 2020 2022
Year
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Key Findings: Housing Market

Demand for entry-level for-sale homes
remains strong, with home values in
the lower tier nearly doubling since
20009.

Impact 1: Median home prices are near $225,000,
which is not far from the Duluth median.

Impact 2: Lower and Middle-Income households are
being squeezed out of home ownership.

Impact 3: Demand is very high for entry-level
homes, but high construction and development costs
makes market-r at e pr oj ects at
pencil out. As a result, construction of new supply is
limited to the higher end of the market.

t

h

Home Values (Indexed) Based on Tier: Cloquet

[ndexed Value

200

130

160

140

120

100

2010 2015
Year

Source(s): Zillow, ZHVI Cuts by Metro, extracted 4/15/2024

2020

Lower Tier
(5-35! percentile)

Middle Tier
(35-65t percentile)

Upper Tier
(65-95t percentile)
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Key Findings: Housing Gap and Need

Total Households by Income Composition: Cloquet and Scanlon

CLOQUET AND SCANLON HOUSING STUDY AND NEEDS ANALYSIS
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Housing needs are driven by existing
shortages of attainable rental and
ownership housing and projected
household growth in different income
brackets.

We forecast population growth based on a blended
estimate of five- and ten-year historical growth rates. This
yields 330 new households.

Of new households added, we predict growth will continue
in the 30-80% Median Family Income (MFI) category given
the higher proportion of lower middle-income service
sector jobs in the region. This generates demand for
affordable and market rate rents and entry level homes i
many of which will require subsidy.

Number of House holds

7,000

6,000

5,000

4,000

3,000

2,000

1,000

Projectionsp

2015

2020

Year

2025

2030

2022 Median Family Income (MFI
$90,076

High Income (14070% of MFI)
Upper Middle Income (:280% of MFI)

Middle Income (8020% of MFI)

Lower Middle Income (@0% of MFI)

Low Income (360% of MFI)

Very Low Income (<30% of MFI)



©

CLOQUET AND SCANLON HOUSING STUDY AND NEEDS ANALYSIS

17

Key Findings: Housing Gap and Need

Step 1.
Projected Need

Step 2:
Demand Model

Step 3.
Aggregate

Vacancy Rate Adjustment: 51 current units would need to be added to bring
the market into equilibrium.

Replacement Rate: We estimate 5 units annually would need to be built to
replace demolished units, for a total of 50 over the next decade.

Household Growth: 330 Units

!

1BR 2BR 3BR 4+BR 1BR 2BR 3BR

Very Low Income 5.9% 27.2% 30.8% 16.0% 0.7% 1.5% 7.3%

Low Income 3.1% 11.9% 32.6% 21.9% 0.2% 1.1% 7.4%

Lower Middle Income 1.0% 9.8% 21.8% 19.0% 0.2% 1.7% 10.5%

Middle Income 1.0% 2.7% 15.4% 18.4% 0.4% 0.9% 10.0%

Upper Middle Income 0.2% 1.9% 7.3% 12.7% 0.2% 0.1% 6.5%

High Income 0.0% 1.3% 4.4% 14.4% 0.0% 0.3% 8.2%

Very High Income 0.3% 1.1% 3.1% 11.1% 0.0% 0.3% 4.7%
Bracket MFI Level Rental Ownership Total

Very Low Income  |<30% MFI 0 0 0

Low Income 30-60% MFI 76 34 110

Lower Middle Income&0-80% MFI 23 23 46

Middle Income 80-120% MFI 57 97 155

Upper Middle Income&l20-140% MFI 0 0 0

High Income 140-170% MFI 17 67 84

Very High Income |>170% MFI 5 31 36

Total All 178 252 431

4+BR
10.6%
21.5%
36.1%
51.3%
71.2%
71.4%
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Key
Findings:
Housing
Gap

and Need

General Residential Product Mi

Structure Type Total Units

Multifamily

Affordable 100

Market Rate 81
Single Family

Manufactured Homes 56

Entry Level Homes 97

Move Up Homes 67

Executive Homes 31

Income Bracket

Very Low Income

Low Income

Lower Middle
Income

Middle Income

Upper Middle
Income

High Income

Very High Income

Household

Income

$21,937.50

$36,562.50

<30% MFI

$58,500.00
3060% MFI

$87,7580b% MFI

80-120% MFI

$102,375.00

120140% MFI

$124,312.50

140170% [MFI

>$124,312
>170% MFI

$676

$1,351

$1,802

$2,702

$3,153

$3,828

Rental

Totals

76

24

58

17

Rental Product

Section-8 Housing
Vouchers

Section 8 Housing
Vouchers, Limited
Naturally Occuring
Affordable Housing

LIHTC Housing Units,
Older market rate units

Market Rate
Apartments and
Townhomes

Market Rate
Apartments,
Townhomes or SF
Homes

Market Rate
Apartments,
Townhomes or SF
Homes

Market Rate
Apartments,
Townhomes or SF
Homes

New
Product?

Vouchers

Vouchers

LIHTC

Market Rate

Market Rate

Market Rate

Market Rate

Max Home Value

$82,500

$175,000

$237,000

$360,000

$418,000

$513,000

Owner Demand
Totals

34

23

97

67

31

Ownership
Product

Subsidized home
ownership
programs

New single wide
mobile home in
existing home park

Double Wide
Trailers, Existing
Mobile Homes

Townhomes,
condominiums,
older split homes
and smaller sf
homes

Single Family
Homes, New
Construction Split
Homes

Single Family
Homes, New
Construction Split
Homes

Single Family
Homes, New
Construction SF
Homes

New
Product?

None

Single Wide
Mobile Homes
(including rent)

Double Wide
Mobile Homes,
Subsidized
Single Family
(Duluth)

Subsidized
Single Family
(Duluth) & Split
Homes

Split Homes &
Single Family
Homes
(starter)

Single Family
Homes (Move-
Up)

Single Family
Homes (Move-
Up/Executive)
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Key Findings: Housing Gap and Need

Demand Driver 1
An aging community in sindéamily
homest often with more bedrooms
than requireebwned outright.

Supply Solution
A range of affordable rental,
condominium, townhome, and
splitlevel homes with fewer
maintenance requirements.

Cascading Impact
Openaup supply of
underutilized singfamily
homes attainable for middle
income households.

Demand Driver 2
Workforce jobs drives demand
for workforce housing.

Supply Solution
Affordable and market rate
apartments, new manufactured
housing options, preservation of
existing affordable housing.

Cascading Impact
Generates sufficient supply of
rental and attainable ownership
housing to help stabilize rent
growth, puts pressure to
maintain existing properties.

Demand Driver 3
Strong demand for attainable
singlefamily homes.

Supply Solution
Generating opportunity for home
ownership for households that
earn 80% MFI and above.

Cascading Impact
Lowers pricing pressure on new
construction, lowers pricing
rtguuwtg"gp"vjg"yc
of existing singléamily homes,
Increasing attainability.
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Key Findings: Challenges and Opportunities

Challen ge One: Mismatch between the ability to supply new housing at prices
households can afford is an issue. This is true in rental and ownership housing.

Ch aIIenge TWO: Available lots in new subdivisions connected to municipal

infrastructure are rare. New development can happen such as new single-story duplex,
but it is difficult to build at scale, driving costs up.

Challen ge Three: itis prohibitively risky and ultimately expensive for
developers to self-fund the expansion of infrastructure. Developable land remains limited.

Chall enge FOUT: Rural areas face unique challenges attracting private

development even if market fundamentals are good. Much of this is due to macro-

economic factors (loss of small to mid-size builders after the Great Recession, shift in

finance towards non-traditional investors/larger banks, dependence on LIHTC funding

t hat often require O0cookie cutt ersgnsipeforpect s
more rural location). As a result, smaller municipalities must take on additional

responsibility in teeing up new development to meet community housing needs.

of

S

Single Family Attached
609 Adams St, Cloquet

Attainable at 140% of MFI

S Nl
SplitHomes
Year Built 2023
Sq Ft 1,398
Market Value $369,900

IMonthly Cost (I+T| $2,771.91
IMonthly Mortgagel  $2,214.27

Notes: The range for new split
home redevelopment projects
range from $325,0€8¥0,000.
This range is attainable for
incomes ranging from 12A%0%
of MFI.

At
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New Subdivisions Policy and Municipal Induce new single-family Continuum of strategies;
Financing development low to high public dollars
Fee Policy and Municipal Induce any type of new Can be targeted to
Waivers/Reductions Financing housing development specific housing types
Leveraging Publicly- Financing Municipal or County  Induce subsidized workforce Highly flexible; potential
Owned Land housing (owned/rented) for creativity
Tax-Increment Financing Municipal Induce housing construction Minimal public dollars
Financing (rental and ownership)
Zoning Code Revisions Regulatory Municipal Allow for more housing types Minimal public dollars

Manufactured Home

Trust Fund

Regulatory and

Municipal, County,

Provides attainable home

spectrum of housing initiatives

Promotes affordability, a

Park Cooperative Financial and State ownership options range of new strategies
Preservation of Financial and Municipal, County, Blanket of strategies to Promotes affordability
. X ) Naturally Occurring Regulatory State and the USDA  prevent displacement AND habitable housing
—__ Affordable Housing MHF Act
@ (NOAH)
—— Home Improvement Financial Municipal, Public- Direct loans to property Revolving funds can self-
&¥d | Loans Private Partnerships owners sustaining
~— Affordable Housing Financial Municipal Dedicated funds for a Highly flexible
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DEVELOPMENT DRIVERSPIOPULATION GROWTH

Ectnvgp" Eqwpv{ Xu"itgyv] "uvecnngf"kp"vjg"4232u"cu"
Since Covid-19, population growth has recovered driven by inrmigration into Carlton County. The recent population growth is
due to economic growth in the Duluth region and the addition of new housing supply in Carlton County, which has been readily

absorbed.

Net Population Change in Carlton County: 2000-2022

mmmm Population Change
B Het Migration

u Matural Change
(Births-Deaths)

500
400

300

200

100

Charnge in Population

-100

-200

2000 2005 2010 2015 2020
Year

Source(s)US Census Cloquet/Scanlon Housing Study @ Stantec 23



DEVELOPMENT DRIVERSOPULATION AND HOUSEHOLD GROWTH

Enqgswgv Xu"rgrwncvkgp"ku

Enqgqswgv Xu"rgrwncvkgp"tgockpgf"
wpkvu"ctg"ngcf kpi

Total Population

12,600

12,400

12,200

12,000

Persons

11,800

11,600

11,400

Cloquet

2010 2012 2014

Source(s)ACS 5rear Estimates, 268922

2016
Year

2018

2020

2022

|l tgykpi ."gurgekcnn{"ukpe

uv cdn g 'byd5§0vpgrspassihcé 20302 New polusing 2 4 2 .
‘vg"rqrwncvkgp"itqgqyvj O" Engswgv Xu"itgyv)"tcyv
growing at an even faster rate. Absorption of new supply indicates that new housing types added are in demand.

Total Population: Indexed

=100)

Indexed Value (2009

145

140

135

130

125

120

115

110

105

100

Scanlon

Cloquet
Minnesota
Carlton County

Duluth

2010 2012 2014 2016 2018 2020 2022
Year
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DEVELOPMENT DRIVERSOPULATION AND HOUSEHOLD GROWTH

Total households dipped prior to 2016, but have since recovered

Households dipped during the 2010s as population held steady, signaling increasing household sizes. The trend reversed, thoudh,
as both population and households have increased since 2020. The decline in household size mirrors the addition of smaller rental
units appropriate for smaller households. These units are in demand as household sizes are shrinking state and nation-wide.

Total Households: Indexed

Total Households
5,200
Cloquet 115
5,100
5 110 Minnesota
[}
5,000 W Scanlon
[+7]
7] (=]
= =1 Duluth
S 4900 g 105
[15)
¥ =
B a0 g Carlton County
r = T 100
o
15}
4700 E Cloquet
a5
4,600
90
2010 2015 2020
Year
2010 2012 2014 2016 2018 2020 2022

Year

Source(s)ACS &'ear Estimates, 209922 Cloquet/Scanlon Housing Study () Stantec 25



DEVELOPMENT DRIVERSFDP GROWTH

GDP growth in Carlton has been relatively muted, although some growth occurred in the 2010s

Slower growth in economic output limits overall employment growth and housing demand. Growth outpaced national
averages during the mid-2010s, but has since slowed except for the growth in output during the Covid-19 recovery.

-~
[+ ]

2001 2004 2007 2010 2013 2016 2019 2022
Year

Total GDP Growth and Growth Rate: Carlton County, MN

$1,000,000,000 10%

B  Annual Growth Rate
e Toto| GDP

8%
900,000,000

6%

5800,000,000

: tn
2 ~ 2
n
o
;"; b
[
£700,000,000 = e 2
0.0% 0.1% [
- =
ES

Total GDP

[==] P
= E
Annual GOP Growth

0
b3

$600,000,000 = _
Y 2%

¥B'E-

-4%
5500,000,000

-6%

®L'9-

400,000,000

Source(s)BEA, 200R022, GDP by County Cloquet/Scanlon Housing Study () Stantec 26



DEVELOPMENT DRIVERSJDP BY SECTOR

Government, manufacturing, and real estate are major drivers of GDP

Government services GDP includes wages from the Fond du Lac Band of Lake Superior Chippewa. The Fon du Lac Band is a
major regional employer.

Carlton, MN GDP Output by Sector in 2022: Current Dollars
GDP is generally driven by tradeable goods.

Tradeable goods often include durable
ocpwhcevwtgf"igqgfu"cpf
services such as corporate management,
financial activities, or professional services.

Government and government enterprises

y

Manufacturing

Real estate and rental and leasing

Ectnvgp”" Eqwpv{ Xu"geqpgqo/({
government services. All Fond du Lac tribal jobs

are classified as government and government
enterprises, which in Carlton County include the
Fond du Lac Tribal and Community College,

Black Bear Casino, and other tribal health and
community services. Manufacturing firms

include Ideal Homes (manufactured homes),

Sappi Fine Paper, Upper Lakes Foods, and USG
Interiors (ceiling tiles).

Health care and social assistance

Construction

Retail trade

Finance and insurance

Utilities

g
g

10% 15%
Industry GDP as Percent of Total

g

Source(s)Bureau of Economic Analysis Cloquet/Scanlon Housing Study @ Stantec 27



Urnemployment Rate

DEVELOPMENT DRIVERSUNEMPLOYMENT

Unemployment rates in Carlton County trend higher than the region and state

The unemployment rate in Minnesota has remained below 4% outside Covid19. Carlton County has slightly elevated rates of
unemployment, however rates are below the commonly-held 5% market equilibrium.

Unemployment Rate: Comparison

142 Geography
e Carton County, MM
m— Duluth

12%

m— [innesota

10%

6%

4%

o ay wf wh uf
4 2, Lty T, i &,
b 3 Haz, k e ) g K'?-'} b 4 . 0"-'.-'

S

. J ke =
Tg - .?I.; < =y

Source(s)Bureau of Economic Analysis

Many economists hold 5% unemployment as the
market equilibrium rate. Above 5%, employers have
more power based on their ability to find replacement
labor. Lower than 5%, workers have more power to
negotiate higher wages. Since 2018, low
unemployment (outside of Covid-19) has steadily
ftkxgp"wryctf"rtguuwtg"qgp
unemployment rate runs slightly higher than Duluth

and the broader metro. Seasonal variations also exist
with employment peaking in the winter months.
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DEVELOPMENT DRIVERSNDUSTRY EMPLOYMENT COMPARISON

Cloguet and Scanlon employment is rooted in public administration and manufacturing

Similar to GDP in Carlton County, employment is rooted in public administration (Fond du Lac Band employment across a
hospitality, recreation, medical services, and education) and manufacturing, with higher ratios than the broader Duluth Area.
On the other hand, Cloguet and Scanlon have a lower proportion of higherwage services.

Industry Employment Comparison: Cloquet & Scanlon to Duluth Metropolitan Area

250
B Cloguet & Scanlon

B Duluth Metropolitan Area
20%

150

1004
. - .- I.

Source(s)BEA, 200R020, GDP by County Cloquet/Scanlon Housing Study () Stantec 29
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DEVELOPMENT DRIVERSVETHODOLOGY

Situating the New Economy

The New Economy refers to transitions in the North American industrial structure post -
globalization and the central drivers of regional economic development.
Analytical Category
New Economy High Wagesectors are knowledge-based jobs that remain concentrated in New Economy: High Wage
urban centers and are historically less prone to geographical relocation. These industries
remain the main catalyst for agglomeration T or spatial concentration T of industries.
Knowledge production is a tradeable good that often drives urban development. Wages in
these sectors drive effective demand for other service -based industries, medical services,
and education.
New Economy: Low Wage
Blue Collar sectors contain industries historically central to a manufacturing -based economy
and contain tradeable goods that benefit from economies of scale. Manufacturing T in
particular T is less geographically sticky in an era of globalization. These jobs often have
lower educational requirements, but due to higher productivity, skill demands, and union
density, wages remain higher than service sector work. They, likewise, are major drivers of
regional economic development.
. . ) ) . Blue Collar
New Economy Low Wagesectors grow in proportion to other regional economic drivers.
Theyarenonvt cf gcdng"ugevqgqtu"cpf"ctg"yigqgitcrjkec
productivity, growth in demand is met with increased labor. Wages remain low, although
exceptions exist (such as Wholesale Trade). These are generally nontradeable goods, but
often a sizeable sector in a regional economy.
o ) . . . . Eds, Meds and Gov
Eds, Meds and Govcontain industries that have higher proportions of middle -income wage
earners due to educational requirements. These jobs concentrate both in regional hubs
driven by New Economy High Wage jobs and in historic regional centers. They are non
tradeable goods and place-bound, but in the case of higher education institutions or sizeable
public sector installations (Army Bases or State governance), can drive regional economic

NAICS Sectors

Finance and Insurance

Real Estate and Rental and Leasing
Information

Managment of Corporations
Professional and Business Services
Transportation and Warehouse
Wholesale Trade

Retail Trade

Arts, Entertainment and Recreation
Accomodation and Food Services
Other Services

Construction

Manufacturing

Utilities

Agriculture, Forestry, Fishing and Hunting

Mining, Quarrying, and Oil and Gas Extraction

Educational Services
Health Care and Social Assistance
Public Administration

development. Cloquet/Scanlon Housing Study () Stantec 30



Percent of GDP

DEVELOPMENT DRIVERSNDUSTRY GDP BY CATEGORY

The Black Bear Resort and Casino remains a driver of GDP growth

GDP output in education, medical services, and government in Carlton County have increased both in total amounts and
proportion of total income. New Economy High Wage jobs have also grown in total amounts, but proportionally remains rather
eqpukuvgpv. "yjgtgcu"ocpwhcevwt kpi Xu"ujctg"jcu"fgenkpgfO

Carlton, MN, GDP by Category Over Time
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Carlton, MN Indexed Growth by Category

Eds, Meds
& Gov

New Economy:
High Wage

Blue Collar
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New Economy:
Low Wage

100

80

HEE B E B E EBEEBEEE BB EE BB E B BB E X
B R B R & & @ B 8B b R R & & 6 &@& 59 B 8 8 8 B
Year

Cloquet/Scanlon Housing Study () Stantec 31



DEVELOPMENT DRIVERSTIOMMUTE PATTERNS

Of the 7,446 jobs in Cloguet/Scanlon, 30% live and work in town, while 70% commute into town.

Cloquet and Scanlon are increasingly integrated into the regional economy. A growing proportion are either commuting in or
commuting out for work.

Commuting Patterns Over Time in Cloquet & Scanlon Inflow/Outflow

Employed in Cloquet/Scanlon,
Live Elsewhere

Work in Live in
R N Cloquet/Scanlon, anlon,
. Live Elsewhere ewhere
i IN S N/ 5,233 2,213
=3 .
5 Live and Work
B 3500 — = s o m e s s s s s s e e tivein-Cloquet/Scanlon, in Cquuet/ScanIo

Employed Elsewhere

Live and Employed
in Cloquet/Scanlon

Source(s)OnTheMap 20@p21 Cloquet/Scanlon Housing Study () Stantec 32



DEVELOPMENT DRIVERSTIOMMUTE PATTERNS

The source of labor differs from the destination of Cloquet & Scanlon commuters

Duluth remains a major employment hub for Cloquet/Scanlon commuters, whereas the majority of those commuting into Cloquet
and Scanlon do so from broader Carlton and St Louis County (unincorporated).

Origin of Commuters to Cloquet & Scanlon: Top 10 Destination of Commuters from Cloquet & Scanlon: Top 10

Carlton County, MN 1,316 Duluth city, MN 1,528

St Louis County, MN Carlton city, MM 18

Duluth city, MN Carlton County, MN 170

Superior city, W1 St. Louis County, MN  [IERE]
Esko CDP, MN 172 Hermantown city, MN  [SRRE

Pine County, MN 144 Minneapolis city, MN Sl

-

Hermantown city, MN 122 Moose Lake city, MN 95

Carlton city, MN E Backus city, MN I58
Big Lake CDP, MN Proctor city, MN I 54
Douglas County, WI St. Paul city, MN IS.I.
0 500 1,000 1,500 0 500 1.000 1,500
Total Commuters Total Commuters

Source(s)OnTheMa2021 Cloquet/Scanlon Housing Study () Stantec 33



DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION

EngswgyV

cpf

Industrial Composition: Indexed Change

= 100)

120

Employment Index (2002

Uecpngp Xu"®

Globalization led to a net decline in manufacturing. Employees have increasingly shifted out of higher wage manufacturing
jobs into government services, healthcare, and lower wage service sector jobs.

2005

Source(s)OnTheMap 202221

2010

Year

2015

2020

New Economy:

Low Wage

Eds, Meds
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High Wage
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION

Uvknn"tgqvgf"kp"ocpwhcevwtkpi."Engswgv"cpf"Uecpn

Eds, Meds and Gov jobs have been increasing at a similar rate as the broader metro, whereas blue collar manufacturing and
construction jobs have been decreasing at a faster rate, but still exist in a higher proportion than the metro.

Cloquet & Scanlon Locational Quotient Relative to Duluth Metropolitan Area A Note on Locational Quotients: Locational quotients are a
measure of spatial concentration. It is calculated by taking
the ratio of jobs in a sector in a sub-area divided by total
jobs in the local area (the local ratio), with the local ratio
then divided by the same ratio derived for a broader
geography. In this case, we are comparing the ratio of jobs
in Cloquet combined to the Duluth Metro.

Numbers greater than 1 signify higher concentration,

Lo Blue Collar whereas numbers less than 1 signify lower concentrations.

Lacational Quatient

When viewed longitudinally (across time), one can observe
Eds, Meds if the concentration of those jobs in a place are increasing
' & cov or decreasing relative to the broader geography, signaling if
a set of industries are growing as a spatial cluster, or, if
New Economy: those clusters are being developed elsewhere in the
05 High Wage broader region.

2005 2010 2015 2020
Year

Source(s)OnTheMap 202921 Cloquet/Scanlon Housing Study () Stantec 35



DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION

Cloguet Residents Are Slowly Exiting the Workforce, Driven by Blue Collar Retirement

Engswgv Xu"dcug"qh"gornqg{gf"tgukfgpvu"ku"ujtkpmkpi."gxgp"vVvj)gqw
c"hwpevkgp"qgh"cp"ci kpi "eqoowpkv{"cu"oqtg"tgukfgpvXu"uj kbang" gqw
persons who work in manufacturing, whereas there has been positive growth among those who work in Eds, Meds and Gov.

Cloquet & Scanlon Resident Industry Composition: Indexed Industrial Composition of Cloquet & Scanlon Residents

160

7,000

Eds, Meds
& Gov 6,000

=100)

Eds, Meds
& Gov

5,000

4,000

New Economy: New Economy:

Mumber of Jobs

Resident Employment Index (2002

High Wage High Wage
3,000
New Economy: Blue Collar
Low Wage 2000
New Economy:
Hon Low Wage
Blue Collar
0
2005 2010 2015 2020 2005 2010 2015 2020
Year Year

Source(s)OnTheMap 202021 Cloquet/Scanlon Housing Study () Stantec 36



DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION

Cloguet & Scanlon residents have increasingly moved towards the regional composition

As more people commute across the economic region, residents have increasingly moved towards a similar composition of

jobs as the regional economy. There is a higher proportion of residents who work in lower to middle income jobs who find
attainable housing in Cloquet.

Cloquet & Scanlon Residents' Locational Quotient
Relative to Duluth Metropolitan Area

Locational Quotient

14

13

12

New Economy:

11 Low Wage

Eds, Meds
& Gov

Blue Collar

0.9
0.8

High Wage

0.7

2005 2010 2015 2020
Year

Source(s)OnTheMap 202021

New Economy:

Cloquet/Scanlon Housing Study () Stantec
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

Medical services are growing, albeit at the same rate as the metro

Metro-wide, health services remain a growing segment of the economy. Conversely, growth continues to occur in public
administration and government jobs, which in this case is tightly linked to the Fond du Lac Band. This includes a range of
industries such as the community college, Black Bear casino, medical services, and broader services.

Eds, Meds Gov: Cloquet & Scanlon Locational Quotient Eds, Meds and Gov Composition in Cloquet & Scanlon
Relative to Duluth Metropolitan Area

3,500

3,000

Government 2,500

Government
2,000

Locational Quotient
Mumber of Jobs

1,500 .
Education

1,000

Education Medical Services

500

Medical Services

2005 2010 2015 2020 2005 2010 2015 2020
Year Year

Source(s)OnTheMap 202021 Cloquet/Scanlon Housing Study () Stantec 38



DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

Ocp{"ygtm"kp" Fwnwv] Xu"ogfkecn"ugtxkegXu"kpfwuvt{
Strong growth of the medical industry is occurring region -wide, and health-care workers live in Cloguet at about the same rate
as they do region wide. The higher proportion of residents who work in education and medical services T two industries that

offer middle -income jobs T further reinforces the idea that many are moving outside Duluth to find attainable housing.

Eds, Meds Gov: Cloquet & Scanlon Residents' Locational Quotient Eds, Meds and Gov Composition of Cloquet & Scanlon Residents
Relative to Duluth Metropolitan Area

Government 2,500

Government

2,000

14

1500 Education

Mumber of Jobs

12

Locational Quotient

1,000

Education Medical Services

500
Medical Services

2005 2010 2015 2020 2005 2010 2015 2020
Year Year

Source(s)OnTheMap 202021 Cloquet/Scanlon Housing Study () Stantec 39



DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEATEGORIES

Professional Services and Finance/lnsurance are employers

Of New Wage Economy High Wage jobs, professional services and finance and insurance industries are growth drivers. The
proportion of folks who work in these industries is closer to the metro average.

New Economy High Wage: Cloquet & Scanlon Locational Quotient
Relative to Duluth Metropolitan Area

Finance and
Insurance

Locational Quotient

Professional
Services

=~ N Information
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Corporations

2005 2010 2015 2020
Year

Source(s)OnTheMap 202221

Mumber of Jobs
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

As professional services are added, more are choosing to live in Cloquet and Scanlon

While a smaller proportion of the economy, the growth in professional services and finance/insurance region wide have
also led to a growth of residents who work in that industry. Cloquet and Scanlon offer a range of housing types that are
attractive for upper -middle income people.

New Economy High Wage: Cloquet & Scanlon Residents' Locational Quotient New Economy High Wage Composition of Cloquet & Scanlon Residents
Relative to Duluth Metropolitan Area
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

Wholesale and retail trade a major part of the local economy

Wholesale trade is connected to the manufacturing sector T their fortunes are connected. On the other hand, retail and
jgurkvecnkv{"l gdu"ctg"c"hwpevkgp"gh"EnqgqswgvXu"tgng"cu"vjg"eqgw
grown.

New Economy Low Wage: Cloquet & Scanlon Locational Quotient New Economy Low Wage Composition in Cloquet & Scanlon
Relative to Duluth Metropolitan Area
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

Relative affordability is driving more residents in lower wage service jobs to live in Cloquet

With housing costs rising faster in Duluth, many in lower wage service sector jobs live in higher proportions in Cloquet, with
their overall regional share growing. Cloquet/Scanlon remains a more affordable suburban market for people who work in

the broader region.

New Economy Low Wage: Cloquet & Scanlon Residents' Locational Quotient
Relative to Duluth Metropolitan Area
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

The manufacturing sector is contracting, even though regional share is still high

The manufacturing sector 1 crucial to providing economic growth with middle -income jobs T has contracted since 2000
due to globalization. The industry, however, has stabilized. Construction jobs grew in proportion to the casino and casino -
stimulated growth.

Blue Collar Jobs: Cloquet & Scanlon Locational Quotient Blue Collar Composition in Cloquet & Scanlon
Relative to Duluth Metropolitan Area
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DEVELOPMENT DRIVERSNDUSTRIAL COMPOSITION, SUEEATEGORIES

The share of residents who work in manufacturing is declining, but still remains high

As the industry has declined, so too have residents who work in the manufacturing sector. Much of the affordable
ownership housing would be, and still is, attractive to middle -income householders T wages typical for manufacturing and
construction related jobs.

Blue Collar Jobs: Cloquet & Scanlon Residents’ Locational Quotient Blue Collar Composition of Cloquet & Scanlon Residents
Relative to Duluth Metropolitan Area
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DEVELOPMENT DRIVERXEY TAKEAWAYS

Enqgswgv Xu"geqpqo{"ku"tqqgvgf"kp"ocpwhcevwtkpi "1 q
The regional economy in Cloquet/Scanlon l gpgtcvgt O" EngswgyvVv Xu" r ermrzldével ewndrship lipdsng. g

has seen a transformation in the past 25 reservation and casino has led to higher § _
years that is relatively typical for satellite rates of geographical clustering of those Ukownvcpggwun{. " Fwnwvj Xu

cities in mid -size metropolitan regions.
Once rooted in manufacturing, globalization
has slowly diminished the size of the
industry and its domination of the local
employment market. The export-oriented
manufacturing industry generated strong
middle-k peqog" |l gdu" ykvj
effects, driving growth in wholesale, retail,
food and accommodation related services.
GDP growth stalled in the late 2000s as no
new industry emerged to replace lost
manufacturing jobs.

Things started to shift in the late 2000s
when the Fond du Lac Reservation
significantly expanded the Black Bear
Casino. Government servicesT the NAICS
category where Indian reservation related
employment is typically categorized T
emerged as a major GDP driver and job

who work in related reservation industries,
including the Casino, the college, and in
health/government services.

While the development of a secondary
industry has been good for job growth and
stigytated addjtigna\GRF, e vepgeyand
occupational structure of tourism and
reservation-related jobs are significantly
different than the manufacturing industry
This includes a shift from more middle -
income households to lower to lower -
middle income households. Despite the
generation of more jobs, the lower spending
power of those who work in these industries
has meant more sluggish growth in
adjacent industries. This registers in a shift
in housing demand away from middle -tier
single-family homes towards more
affordable rental, multi -family housing and

as an education and medical services
center for northern Minnesota stimulated
additional housing demand. Both Cloquet
and Scanlon have emerged as a more
affordable option for single -family home
ownership for those working in middle -
income occupations who prefer smaller
town living. This is particularly true in
Scanlon where more higherincome families
have moved into the community and built
new homes.

Demand drivers, then, point heavily towards
need for affordable rental housing and
entry-level and mid-level ownership product
T two markets that can be difficult to

supply without strong private -public
partnerships and strategic policy tools.

Cloquet/Scanlon Housing Study () Stantec 46
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DEMOGRAPHIC TRENDSNTRODUCTION

Introductory Notes

Vig"gpuwkpi "fgoqitcrjke"cpcn{uku"eqorctgu"Engswgv"cpf " Uecpnhegpdluthq" t gi
Core-Based Statistical Area (CBSA), and the state of Minnesota. The CBSA is defined by the Office of Management and Budget, anthcludes a

large population nucleus T in this case Duluth T and adjacent communities that have a high degree of integration with that nucle us. The

comparison with nested geographies helps isolate demographic factors specific to Cloquet and Scanlon.

Demographic data largely derives from the American Community Survey (ACS). The ACS acquires a representative 1% sample of th&S
rgrwncvkgp"gcej{"dagtc4". CyE'"vtjdrvtjgugup/’vkpi "cp"ciitgicvkqgp"qh" va5§e'sanmplg.x k qwu'
The most recent 2022 data, therefore, aggregates the 1% samples from 2018, 2019, 2020, 2021, and 2022. Trend data draws on eeh 5-year

sample dating back to 2009, the first year this 5-year sample was compiled. In general, the ACS samples are the most dependableannual
fgogitcrjke"ucorng. "dwv"fq"vgpf"vg"jcxg"nctigt"gttqgtu"cphbgevipsgsk ugX" v |
particularly true in smaller geographies like Scanlon.

Cloquet/Scanlon Housing Study () Stantec 48



DEMOGRAPHIC TRENDSROPULATION BY AGE BRACKET

Engswgv Xu"eqoowpkv{"egqgpvckpu"c" ] kijgt"rtqrgtvkaqgp

Where Scanlon, Carlton, and Duluth skew older, Cloquet is a younger town with a higher proportion of people in early to mie
career stages (20-50 years old) and families with children. 25% of the population is under 18, which is about 1.3 times the rate
in Duluth. Families skew towards having older children (10-19 years old).

Percent of Population by Age Bracket

25%

20%

15%

%ST

Y ET

10%

Fercent of total

3%

0%

Cloquet

Source(s)ACS, fear estimates, 2012/2017/2022

Yol T

YT T

Scanlon

Population Bracket

O to 9 years old
10 fo 19 years old
20 fo 34 years old
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50 to 64 years old
65 to 85 years old
35+

YET
YeET

YT T
YeOT
YT
Yol T

Carlton County Duluth CBSA Minnesota
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DEMOGRAPHIC TRENDSROPULATION

Single-family homes attract families, whereas new apartments attract smaller households

Kpvgtguvkpin{."vjg"nctiguv"ujkhv"kp"vjg"rcuv"7"{gctu"ku"
including seniors and householders aged 20-34. The addition of multi -family units may be slightly shifting the demographic
profile by adding regionally necessary housing types.

vqydc

Percent of Cloquet Population by Age: Net Change

200 B 012

B 017
W 2022

10%

Percent of Total

0%

Oto9 1010 19 20to 34 3510 49 50 to 64 65 to 85 85+
Age Bracket

Source(s)ACS, §ear estimates, 2012/2017/2022 Cloquet/Scanlon Housing Study @ Stantec 50



DEMOGRAPHIC TRENDSROPULATION

Median age continues to fall, and Cloquet is substantially younger than comparisons

While the growth in household size indicates an in-migration of families in the early part of the decade, the declining age and
declining household size indicate that Cloquet is adding younger millennials in the 20-34 age range. On the whole, where

Engswgv"qgpeg"vtcemgf"OkppguqvcXu"cxgtcig"cig."Engswgv"jcu"igqg
Median Age Trends Average Household Size Trends
a4 2.6
25
2 Dufoth & Minnesota
Carlton County 0
° = Carlton County
) S 24
< o Cloquet
g 40 =]
= Scanlon 2
o 2.3
= ]
Mi g
innesota = Duluth
38 -
2.2
Scanlon
36 2.1
Cloquet
2
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Year Year
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DEMOGRAPHIC TRENDSHOUSEHOLDS

Household types are slightly atypical

Engswgv"eqgpvckpu"jkij"tcvkqgu"qgh"yqgvjgt" hc o-panefithoudenolgisiareXxigndiantly lggwerthan; c v " k
Duluth and the state of Minnesota, as are younger mothers (fertility rates for women aged 20-24 is nearly double the Duluth/MN rate). There are
1.37 single-parent households for every married household with kids in Cloquet versus 0.55 for Duluth.

Household Structure by Type Household Structure

M Married w/ Children
Married w/o Children
Other Family Types
Live Alone

Live with Roommates/
Co-Habitating Couples

350

30%

25%

200

Percent of total

15%

10%

L]
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Cloguet Scanlon Carlton County Duluth CBSA Minnesota

Source(s)ACS, §ear estimates, 2012/2017/2022 Cloquet/Scanlon Housing Study @ Stantec 52



DEMOGRAPHIC TRENDSHOUSEHOLDS

Shifts in household type reflect growth in non -married parents and cohabitation

Cloquet is getting younger even as the proportion of married households with children shrinks. Instead, single-parent

households and roommates are a major source of growth. The addition of new multi -family housing may be an important
driver in changes in household structure.

Household Type in Cloquet: Net Change
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DEMOGRAPHIC TRENDSHOUSEHOLD INCOME

Reflecting the economic base, there is a higher proportion of households earning between $40 -80K

Cloguet households tend to reflect the wage, industry and family structure of residents. An increase in single -income and younger
households in lowerto middle-k peqgog" gct pkpi "kpfwuvtkgu"ku"tghngevgf"kp"vjg"jKk
wages. At $34,514 per capita, and $59,647 for median household income, earnings are about 90% of the Duluth average.

Percent of Households by Household Income Bracket

Household Income
Under $20,000
$20,000-40,000
$40,000-60,000
$60,000-80,000
$80,000-100,000
$100,000-125,000
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$150,000-200,000
$200,000 and Up

Percent of total
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DEMOGRAPHIC TRENDSHOUSEHOLD INCOME

While lower than regional averages, there is growth in higher income brackets.

While workforce households remain the dominant norm, there is a shift towards higher income households. This likely
includes the growth of people commuting into Duluth.

Household Income in Cloquet: Net Change

Percent of Total

a
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Source(s)ACS, §ear estimates, 2012/2017/2022 Cloquet/Scanlon Housing Study @ Stantec 55



DEMOGRAPHIC TRENDSHOUSEHOLD INCOME
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real dollars, incomes have fallen since 2009 in Cloquet. The fall in incomes is less a function of stagnant wages, but rather a
shift in the occupational structure towards lower income jobs.

Median Household Income Median Household Income: Indexed
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DEMOGRAPHICTRENDS |[HOUSEHOLD INCOME

Ratio of Households by Income Composition: Clogquet

100%
19% 20% 22% 21% 20% 20% 19% 18% 17% 16% 18% 17% 14% 15%

High Income
(140170% of MFI)

Upper Middle Income
(120140% of MFI)

80%

Middle Income

o (80-120% of MFI)

Lower Middle Income
(60-80% of MFI)

Percent of Households

40%

Low Income
(3060% of MFI)

20%

Very Low Income
(<30% of MFI)

0%

2010

Household Income Relative to Duluth CBSA Over Time

EngswgvXu"geqpgoke"uvtwevy
vig"Fwnwvj) "ogvtqg"ctgcXu" Og
The regional MFI for each year is used to then bracket
Cloquet households for that year, thereby helping to
control for inflation. For the Department of Housing and
Urban Development, the regional MFI (or more
colloquially known as AMI, or Area Median Income), is
used to determine eligibility for housing subsidy. Here it

is a useful bracket to understand change in incomes
relative to the Metro over time.

Engswgv Xu" r dog-incgmevhdusepaoldg Has x g
been getting progressively smaller, whereas its
proportion of lowemiddle and lowuncome households

has been growing. This reflects the occupational
structure. LIHTC housing products match with this
growing demand profile.
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DEMOGRAPHICTRENDS |[HOUSEHOLD INCOME

Ratio of Households by Income Composition: Scanlon
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Where there has been a contraction in higher income
households in Cloquet, Scanlon has added more very
high income and highcome households. At the lower
end of the spectrum, there has been a rapid decline in
very lowincome households. The limited new housing
supply added has attracted higher income households
(commuters into Duluth).
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DEMOGRAPHIC TRENDSTENURE

The addition of multi -family housing has depressed homeownership rates across age groups

Vig"rtgrqtvkaqp" gobcupied unis s gbod L0%degspghart Duluth. Compared to regional norms, homeownership rates
tend to be lower across the board, except for younger homeowners (age 25-44). About 17% of single-family homes in Cloquet are
rentals T more than 1.5 times the rate of Duluth (10%) or Carlton County (9.5%).

Homeowners as Percent of Total Households in Same Age Bracket
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DEMOGRAPHIC TRENDSTENURE

Net change indicates a shift towards younger homeowners and some older renters

Growth in renters for households aged 55-64 may be related to changes in the housing stock. Meanwhile, homeownership
rates have increased for households aged 3571 44.

Tenure by Age in Cloquet: Net Change
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DEMOGRAPHIC TRENDSHEDUCATION

Education levels reflect the industrial base

In general, Cloquet is on par with the metro area in terms of educational attainment, with a slightly lower percentage of
persons with graduate degrees and a slightly higher percentage of persons with associate degrees or less than high school.
This reflects the presence of lower wage service and manufacturing jobs that often do not require higher education degrees.

Furthest Education Achieved

Less than High School
High School Degree
Associate's Degres
Bachelor's Degree
Graduate Degree
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DEMOGRAPHIC TRENDSHEDUCATION

Education proportions have remained consistent

Shifting demographics have not drastically altered the education level of Cloquet residents.

Education Achieved By People in Cloquet: Net Change

Percent of Total

Less than High Schoal Associate’s Bachelor's Graduate
High Schoal Degree Degree Degree Degree

Source(s): Cloquet/Scanlon Housing Study () Stantec 62



DEMOGRAPHIC TRENDSRACIAL AND ETHNIC DIVERSITY

Given proximity to the Fond du Lac Reservation, Cloquet has a higher ratio of Native American persons

Cloquet contains a much higher proportion of Native American persons compared to Carlton County, the Duluth Metro, and
the State.

Racial and Ethnic Diversity
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DEMOGRAPHIC TRENDSRACIAL AND ETHNIC DIVERSITY

Major disparities exist between white and non -white households

Strong racial and ethnic disparities exist in terms of household median income and home ownership rates, with these
disparities more severe than the metro region.

Diversity in Cloquet: Net Change in Population
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DEMOGRAPHIC TRENDKEY TAKEAWAYS

Economic Structure Relative to Housing Demand

Incomes remain lower than the region: The demographic composition of Cloquet and Scanlon reflect the shifting economic base in the region.
Given the shift from middle -income to lower-income industries near Cloquet and the higher concentration of residents who work in those
sectors that has grown more concentrated over time, overall median household and personal incomes remain lower than the metro average and
have not grown at nearly the same rate. Simultaneously, Cloguet is younger than the broader metroT its median age (at least in recent ACS
surveys), impacted by a higher proportion of younger parents.

Scanlon, on the other hand, has become more firmly established as a commuter suburb of Duluth. Newer singlefamily homes have targeted

higher income households, and as result the overall composition of Scanlon has shifted towards more middle and upper middle i ncome

families, many of whom are likely commuting into Duluth. Recent movers into Scanlon tend to be higher income and with younger kids, with
UecpngpXu"ogfkcp"jgwugjgnf"kpeqog"itqykpi"cv"c"hcuvgt"tcvg"vjcp"vVvijg

Demographic transition is accelerating: As the children of baby-boomers (i.e., the Millennial generation) are largely outside of the home, many
baby-boomer households remain in the same home. Many areoverf gwugf O" Cu”" ci kpi "ugpkgt Xu" oqxg"bkrgemq" | g
of home maintenance, ease mobility, and potentially lower housing costs, the inventory of single -family homes is attractive to y ounger families

seeking attainable housing. This transition, however, is still at the beginning phases, with many senior householders owning their home outright.

The provision of senior housing (in particular split -homes, single level homes, and even active adult communities), could help ad transition and
neighborhood turnover, increasing the inventory of existing family -sized homes that are currently difficult to build at incomes affordable to

younger households.

Differentiator as an affordable city for young people and families: Yj kng" vj g"t guv"qgh"vjg"tgikgp"ku"igvvkpi
affordable housing attracts younger households looking to get a toehold in the ownership market, or find rental housing that is affordable on

workforce incomes. Continuing to provide attainable housing will continue to attract and retain a broader age range, keeping Cloquet and
Uecpngp"c"xkdtcpv"rnceg"tcvjgt"vjcp"c"gpecvwtcnn{"geewttkpi"tgvktgogp
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INVENTORY |INTRODUCTION

Housing Stock Overview

Engswgv Xu"gctn{"f gxgn gesidegt@ahareas aré locatedmeadngajor'raads n NeWw singlédamily housing production is

town drove development of its West End and areas with adequate utilities, whereas constrained by high cost of production.
communities. After a large fire in 1918 lighter density development are in areas not Consequently, recent housing development has
destroyed the town, older neighborhoods were serviced by municipal infrastructure. focused on redeveloping vacant or underutilized
rebuilt. Housing built after the fire was meant to lots within the town center that are on

be temporary, however many of these units With limited expansion of municipal municipal infrastructure. The pace of
persisted. About 15% of all sinfdenily homes infrastructure, new development is rather development in existing subdivisie@slicouer
kp"Engswgv"ctg"htgo"yv jlir]ﬁifécll'. o) FeéetQt glelérg Hu; p\fdp&tilbnvoﬂn%v(? X Trails and Otter Creglkemains very slow, as
economy diversified and grew, new residential multifamily units permi'éted and constructed the cost of construction for new lots not on
growth expanded to the southeast, and to a are outpacing singlamily homes. Mulfamily municipal infrastructure remains high, pushing
lesser extent to the southwest of town towards housing creates much needed housing density. prices to the high end of attainability.

the Fond du Lac reservation and north of the St. Many projects have taken advantage of Low

Louis Rlver.dO_Idehr properties I;emr?ln 1050 Income Housing Tax CreditsHTG to
concentrated In these areas. By the mi S generate affordable units, and these

the population had reached 9,000 persons, and developments are performing very well.
by 1980, over 77% of the current housing stock

had been constructed. Higher density

Source(s): Cloquet/Scanlon Housing Study () Stantec 67



INVENTORY |[HOUSING, YEAR BUILT

Enqgswgv Xu" j g wutkwth Manyagoaitmdutdatet celativeé'to contemporary needs

Engswgv Xu"fkuvtkdwvkgp"qh"jqgwukpi "d{"{gct"dwknv"enqugn{"okt:t
1980-2020 shifted outside the more historic town center of Cloquet. With 27% of housing built prior to 1940, the age of the
housing stock may pose unique problems in terms of suitability for the current market and costs of upkeep.

Housing based on Year Built

Pre-1940

1940-1952
19601972
1980-1999
2000-2021

40%

30%
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Source(s)ACS &ear Estimates, 2022 Cloquet/Scanlon Housing Study () Stantec 68



INVENTORY |[HOUSING INVENTORY, BY HOUSINGYPE
Cloquet contains surprising density of multi -family housing

Engswgv Xu" f gfamilkheusitigdgsigreaiewthan the Duluth CBSA. Given the age of the housing stock, there is also
ogtg"yokuukpi "okffngX"fwrngz."vtkrngz."cpf"swcfrngz"uv{ng"fg
typically contain.

Proportion of Units by Building Type

4%
I B 5+ Mult-Family
5% _ _ Townhomes and 2-4 Unit MF
91% - a5t Single Family Detached
_ 8% -
129
26% 79%

100%

87%
B0%%

69%
600 —— — — — —

Percent of Units

40% — — e e —
200 — —_— —_ —_ —_—

0%
Cloguet Scanlon Carlton County Duluth CBSA Minnesota
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INVENTORY |[HOUSING INVENTORY, BY RECENT DEVELOPMENT

Recent development has skewed much more heavily towards Multi -Family

Engswgv Xu" rt gr q-fawmik gnd migsing npidgllg Hoosimaityp&logies in the past 20 years is uniquely high. These
additions are in high demand and have been rapidly absorbed. They are the product of a direct strategy to add housing units
to the community, especially those that are attainable for workforce households.

Proportion of Units by Building Type Since 2002
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INVENTORY |[VACANCY RATES

Cloguet and Scanlon both have high occupancy and few vacant properties

Both Cloquet and Scanlon have very low marketbased availability, and few vacant properties. Few vacancies in the for rent

and for sale market indicate inadequate supply. Constraints on the supply side have also led to redevelopment of vacant
units. The lack of adequate supply is helping to drive higher home prices and rents.

Vacancy Rates by Type

B COwner-Occupied Vacancy Rate
B Rental Vacancy Rate
|
|

Seasonal or Recreational Use as percent of Total Units
Total Vacant Units as percent of Total Units

10%

Percent of total

0%

Cloguet Scanlon Carlton County Duluth CBSA Minnesota
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INVENTORY |HOUSING SIZE RELATIVE TO HOUSEHOLD SIZE

Housing demand based on household size and structure points toward over -housing

Cu"Engswgv Xu"rqrwncvkgp"wpfgti ggu" oéstergangnie hand, ané Milfennials ggingintok q p " v
their prime family raising years on the other, there is a current supply mismatch that is undergoing transition.

Bedroom Gap (All Tenure): Housing Supply relative to Minimum Room Demand Emptynesters are often oaoused, I|V|ng in Iarger homes with

more bedrooms that is needed by a household. This model uses
an estimate for bedroom demand utilized by HUD to determine
bedroom need. When looking at both rental housing and ownershiy
housing combined, there are many households that only require a
single bedroom (married couple, person living alone) compared to
existing ondedroom units, and far more 3 bedrooms relative to

the demand (say a married couple and two teenage kids, or a
married couple and two children of different genders).

1 Bedroom

2 Bedroom

|

2,526
3 Bedroom

Producing sufficient supply of housing in demand for aging
jgwugj gnf u" ecp “4pagnoansihgEmiy” gz kK u v
homes for households with children. Since the community lacks
sufficient housing of this type (and as interest rates remain high),
this process of housing and demographic turnover can lead to
overhousing on one hand, and the inability to find adequate

58 affordable family housing on the other.

Number of Bedrooms

4 Bedroom

5 Bedroom

-
F

500 1,000 1,500 2,000 2.500 3,000

=

Total Househelds

Supply side is from AG®dar Survey, 2022. Demand side is from Replicagravddés that generates microdata estimates

Source(s)for regions to forecast and model transit demand. Cloquet/Scanlon Housing Study @ Stantec 72



INVENTORY |HOUSING SIZE RELATIVE TO HOUSEHOLD SIZE

Vi g" yjqxwgutk p i X
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Demand and supply for rental housing is more closely adjusted, whereas the supply of owner-occupied housing skews
towards larger units. The total supply is more substantial than demand at this size. Nonetheless, if available and suitable
housing is available to accommodate aging needs, the opening up of this supply can attract regional family households.

Renter-Occupied Housing Bedroom Gap: Supply vs Minimum Demand
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Supply side is from AG®dar Survey, 2022. Demand side is from Replicgravdidés that generates microdata estimates

Owner-Occupied Housing Bedroom Gap: Supply vs Minimum Demand
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INVENTORY |MULTI-FAMILY OVERVIEW

Multi -Family Overview

E n g s wg v¥aily feotal marklet
accommodates a wide variety of households.
Since the Great Recession, ma@onomic
factors have supported the rental market.
Harder access for household credit, higher
rates of household debt, lamcome

pursued new opportunities to add units,
leveraging Low Income Housing Tax Credits
(LIHTC), TIF financing, and puptigate
partnerships to drive new mdiggmily housing
development. LIHTC units are typically
affordable for households earning 60% of the

household growth, and no new housing supply Duluth metro median family income, which in

all made renting more viable. Additionally,

2023 is $93,500. These units have been

within Cloquet and Scanlon, a decline in higherrapidly absorbed.

earning manufacturing and bkalar jobs

and a higher proportion of loweage
occupations have made home ownership
difficult and increased the need for affordable
rental units.

Cloguet has responded to this challenge
better than comparable cities. Cloquet has

Source(s):

Inventory

The ensuing inventory separates rfaitiily

into two main categories. The first category is
general market rentals, and the second is age
restricted housing. Within the general rental
market, buildings are subdivided by income
restricted units and market rate units. Income

restrictions are designed to assist households
whose income falls into one of three
categories, extremely low income (less than
30%), very low income &0% AMI), and low
income (580% AMI).

Within the senior category, distinctions are
made based on level of care.

Cloquet/Scanlon Housing Study () Stantec 74



INVENTORY |

Cloquet contains a high number of
incomerestricted units. These units
have been the main housing type added
in the past 5 years, with Carlton Lofts
and 14 StreetAptslll receiving
shallow subsidy and White Pine
Apartments a deep subsidy property.
All rentrestricted apartments are
performing well, with waiting lists
existing for deegubsidy units, and few
vacancies for the shallow subsidy
units.

Market Rate units are also performing
well with high occupancy rates. Rents
are often lower in older apartment
buildings than rents in shallow subsidy
units due to the age of the units and
the lack amenities of newer buildings.

Attainable Rent by Income Bracket

30% AMI  50% AMI  80% AMI AMI
Household AMI $28,050 $46,750 $74,800 $93,500
Max Rent
Studio $475 $791 $1,266 $1,583
1 Bed $542 $904 $1,446 $1,808
2 Bed $610 $1,016 $1,626 $2,033
3 Bed $677 $1,129 $1,806 $2,258

Total Units by Type Vacant Units Monthly Rent
Project Name Address City | YearBuilt| Units | stu] 1BR| 2BR[ 3BR| Stu] 1BR| 2BR[ 3BR| Studio | 1BR 2BR 3BR

Income-Restricted (Deep Subsity)
White Pine Apartments 930 14th St Cloquet 2019 35 15 15 5 0 0 0 30% of household income
Maplewood Court I1* 1318 & 1322 18th St Cloquet 1993 11 2 9 0 0 30% of household income
Woodland Pines 201 Spruce St Cloquet 1988 19 19 0 30% of household income
Maplewood Apts 1326 18th St Cloquet 1988 24 8 16 0 0 30% of household income
McDowell-Nemmers 1514 & 1516 16th St Cloquet 1983 8 4 4 0 0 30% of household income
Sahlman East THs 1701 Sahlman Ave Cloquet 1980 36 28 8 0 0 30% of household income
McDowell Nemmers Quadplex 1503 Tall Pine Ln Cloquet 1980 4 4 0 30% of household income
Fond du Lac Housing Various Cloquet  Various 180 40 140 0 0 30% of household income
Totals/Averagesfacancy rate 1985 282 48 116 153 "o 70 7o
Income-Restricted (Shallow Subsftly)
Carlton Lofts 509 Carlton Ave Cloquet 2020 57 10 33 14 0 $865 $1,098 $1,38:
14th Street Apts 11l 2030 14th St Cloquet 2020 36 6 18 12 0 0 0 $730 $979 $1,140
Settler's Ridge 902 Riva Ridge Dr Cloquet 2000 22 8 14 0 0 $827 $888
Whispering Pines Apts 810 & 812 Tall Pine Ln Cloquet 1995 36 6 21 9 1 0 0 $1,195 $1,200 $1,267
Totals/Averagesiacancy rate 1988 108 6 34 74 37 2 1 2 $730 $984 $1,111  $1,167
Market Rate
14th Street Apts | & 11 2010/2020 14th St Cloquet  2009/13 40 10 10 10 10 0 0 0 $952 $1,085 $1,300 $1,47¢
Oakwood Estates Apts 910 Oak St S Cloquet 2005 30 4 9 17 0 0 0 $904 $1,056  $1,19¢
Lincoln Place Apts 2300 Lincoln Ave Scanlon 1995 8 1 5 2 0 0 0 n/a n/a  $1,50C
Sahlman West THs 1501-1635 Sahlman Ave  Cloquet 1977 50 12 12 26 1 1 2 $910 $1,100 $1,41C
Chateau Apts (I-1V) 820-850 Spring Lake Rd  Cloquet 1977 20 6 14 0 0 $525 $625
Park Avenue Manor 701 Park Ave Cloquet 1974 12 5 7 0 0 n/a n/a
Westgate Manor 777 Laurel St Cloquet 1974 24 12 12 0 0 n/a n/a
North Road Apts 603 North Rd Cloquet 1974 12 12 0 n/a
Bachand Group 850 Spring Lake Rd Cloquet 1974 8 8 $1,000
Woodgate Square 403 Doodridge Cloquet 1973 24 3 21 0 0 $835 $1,134
Viking Manor Il Apts 518 4th St Cloquet 1966 12 8 4 1 0 $835 $1,134
Viking Manor | Apts 510 4th St Cloquet 1963 36 18 6 12 3 1 $600 $835 $1,134
Downtown Apts 1106 Avenue F Cloquet 1926 17 15 2 $900 $950
218 Chestnut Ave Apartments 218 Chestnut Ave Cloquet 1925 5 5 n/a
West End Apts 224 Ave A Cloquet 1920 7 11 4 7 0 0 n/a n/a
Totals/Averagesiacancy rate 1966 309 | 32 97 125 55 | O 5 2 2 $726 $892 $992  $1,36C
n/a = not available
! Income restrictions are typically set at 60% of area median income (AMI) or less; households then pay 30% of income toward rent.
% Income restrictions are typically set anywhere between 50% and 80% of AMI; households pay a set rent, regardless of income, which is often held below market rates.
* Property also contains 11 age-restricted units
Source: Stantec

NOAH
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INVENTORY |

Cloquet MultiFamily

E n g s wg yaXily unisrarev
distributed across the city.
Recent effort has sought to
redevelop the downtown area
with market rate and subsidized
units. This includes Carlton
Lofts, a 57unit multfamily
project that converted an old
school into apartment units,
and the future conversion of the
SolemHotel into 18 markeate
multHfamily units (currently
under development at the time
of this study).

Multi-family Apartments
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INVENTORY |

Affordable Housing

Cloguet has a range of
affordable housing products. In
recent years, efforts to add new
apartments attainable on
workforce income have
increased the housing stock
substantially. Demand remains
very strong for attainable units
at or below 60% of AMI.

Given the cost of construction
cpf"EngswgvXu"
subsidy is required to help new
fgxgngrogpvu"y
developers.

pcnngt"oct mgv.

gpekn" qgwv X" hqt

Multi-family Affordable Apartments
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INVENTORY KEY TAKEAWAYS

A strong mix of affordability, and opportunity for preservation

Cloquet continues to diversify affordable
housing mix

Cloguet has a strong mix of deeply subsidized
public housing where incomes are set at 30% of
household income, shallow subsidized units
funded by the LIHTC program that sets rent limits
at 60% of the Duluth metropolitan Area Median
Income (AMI, also known as the median family
income, or MFI), and market rate apartments.
Some level of affordability requirement exist for
390 of the 699 mudtamily units profiled in this
study, or 56%.

Despite this supply, demand remains strong for
affordable units, with no vacancy at the deepest
levels of affordability, and sporadic vacancies for
shallow subsidy.

Demand is also strong for rental units across the
spectrum, with vacancy rates far below 5% and
below regional averages.

Naturally occurring affordable housing, a future to attract renters.

preservation strategy? N _
In some cities, creating programs to preserve or

Of market rate units that do exatunits qualify improve Naturally Occurring Affordable Housing
as Naturally Occurring Affordable Housing can be a costffective strategy to preserve
(NOARH), or nesubsidized units affordable to affordable units in the community in the face of

households earning 80% of AMI. Typically, NOAHpersistent supply shortfalls and to encourage
units are units built prior to 2000 and lack some renovation of older units. Preservation can

of the more modern updates and conveniences of complement the production of new market rate
newer multfamily housing stock. units.

As rents increase across the board, the
relationship between NOAH housing stock and
new multfamily housing can be complex. In the
case of inadequate rental housing supply, upward
rent pressure can drive up rents in older, more
affordable units, often making them attractive
investments from large investors. However, when
new supply is added to the market, the
availability of more desirable units can attract
higher income renters, generating a cascading
effect on older units that encourage landlords to
either make improvements to units or lower rents
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Senior Housing Types

L ess Intensive
Care

Active Adult

Active adult communities are age
restricted housing. Age restrictions are
typically 55+, and housing types can
range from singkamily homes, to
townhomes, to mutamily units, often

in the same development. Units and
common amenities are designed with
an aging community in mind. They can
be ownership, rental, or cooperative by
tenure. Low Income Housing Tax
Credits (LIHTC) can be used for-age
restricted housing units. Residents tend
to be in their 60s and 70s.

Independent Living
with Services

Independent living with services
(congregate) offer limited support
services such as meals and
housekeeping included in rents. A
larger share of the building is likely
committed to common areas, often
with programming targeted towards
socialization. Demand for independent
living with services tend to be driven by
older people (75+).

Assisted Living

Assistive living facilities offer a deeper
range of services for older seniors who
need more active support to meet
everyday needs. Personal and nursing
care is often present, and
meals/housekeeping are included in
the monthly rent. The targeted age
range is 80+, and most would require
some form of nursing care if assisted
living was not present. Staff are
present 24 hours a day.

Cloquet/Scanlon Housing Study () Stantec

More Intensive

Care

Nursing/Memory Care

Skilled nursing care, or letegm care,
provides a living arrangement for
people requiring 2dour care. It is
typical for enabfife care, and
enrolment tends to be more short term.
Funding for these units can come from
Medicare, Medicaid, HMOs, private
insurance and/or private funds.

Memory Care are properties designed

hgt "vjqug"uwhhgt kpi

Disease or other dementias. Typically,
units are singleccupancy bedrooms
with larger community areas. Staffing
ratios are higher due to more intensive
car needs. There is less public funding
available for Memory Care units.
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INVENTORY |

The majority of independent living units
in the Cloquet/Scanlon area are for
households earning &M% or less of
AMI. These deep subsidy, senior
restricted units are in high demand with
long waiting lists.

Assisted living facilities are in demand
too. General equilibrium is usually
estimated to be-I0%, this survey has
market vacancy at 6%, indicating
potential perrip demand.

Survey of memory care/intensive care
units also indicate that demand is
adequate.

Year | Total | Units by Typg Vacant Units Monthly Rent

Project Name Address City | Opened| Units| Stu| 1BR[2BR| Stu[1BR2BR  Studio | 1BR | 2BR
Active Adult (aka Indepdent Living with few services)
Maplewood Court'Il 1318 & 1322 18th St  Cloquet 1993 11 11 0o e 30% of Household Income ------
Aspen Arnfs 950 14th St Cloquet 1971 73 71 2 0 0 - 30% of Household Income ------
Larson CommoRs 910 Cloquet Ave Cloquet 1980 85 80 5 0 2 s 30% of Household Income ------
Fond du Lac Housing Trettel Lane Cloquet 1984 16 16 0 e 30% of Household Income ------
Cloquet Elderly Housind®05 Boozhoo Drive Cloguet NA 16 I T 30% of Household Income ------
Trails Edge THs 17XX Trail Dr Cloquet 2005-11 20 20 0 $1,225-1,60
Totals/Averageshcancies 1982 221 194 27 0o 2 $1,412
Independent Living with Services Available
Evergreen Knoll THs 1309 14th St Clogquet 2006 24 24 0 $1,725-1,90C
Totals/Averageshcancies 2006 24 24 0 $1,812
Assisted Living
Evergreen Knoll 1309 14th St Cloquet 2001 39 39 0 3 $4,200 $1,600-5,800
Suncrest 2400 Washington Ave Scanlon 2004 45 | 1 32 12 0 1 O $4,000 $4,356 $4,60(
New Perspective 1909 Tall Pine Ln Cloquet 2006 12 | 12 1 $4,534-8,060
New Perspective 701 Horizon Circle Cloquet 2008 32 | 32 3 $7,143-8,060
Plainview Estates 2507 Fairvew Cloquet NA 8 8
Fond du Lac Housing 1571 Airport Rd Cloguet 2009 10 | 10 1 e 30% of Household Income ------
Totals/Averageshcancies 2006 146 |63 71 12 ' 5 4 O
Memory Care
Diamond Willow 132 West North Rd Cloquet 2006 20 \ 20 4 $7,143
New Perspective 701 Horizon Circle Cloquet 2008 27 27 2 $7,143-8,060
Evergreen Knoll 1309 14th Street Cloquet NA 23 \ 23 0 NA
Totals/Averageshcancies 2007 70 |70 6 $7,143

! Property also contains 11 general occupancy units
2 Property also available to low-income households with disabilities, though the majority of residents tend to be seniors

Source: Stantec
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INVENTORY |

Senior Housing

Senior housing units are largely
in the southeastern segment of
Cloguet.

Larson Commons, an 85 unit
multHamily building, is in the
process of redevelopment,
leveraging taexempt bonding
to aid Steele Acquisitions
upgrade and update the units.

Demand remains very strong
for subsidized/affordable
senior care options. Waiting
lists are long.

= e :1};‘ || 3
‘ _Lr :\ EEoy EN | New Perspective
: Nt+——L == G - Assisted Living, Memory Care
Diamond Willow — — L1 7 59 units
Memory Care = || ] = 2008
20 units - = )_jﬁ ) 7‘ . —
2006 , G =l At =—aT =
=7 NN ) .\ ==/l E . =iy
W\ ‘ T a4 —— - =
BN e = T =
- NS L e <> Larson Commons2
Wi 0 N = = ¥ Active Adult
| = ) | \1 R — L 85units
[ Fond du Lac Housing | +— A U : 1980 &
" Ac1tg/eAtdult H ﬂ{; N L |
15&5 - Fond du Lac Housmg NEEER 2RI 4 T Trails Edge THs
e i Assisted Living LERuE. . — Actlve Adult S
B 10 units : =

Plainview Estates

e .~ Assisted Living
Hk E . 8units
HEE-: S NA
H / ' Maplewood Court 111
<l ,4 Active Adult
Evergreen Knoll
Independent Living, Assosted Living, Memory Care ==
86 units — H z ' S\
2001 AspenArms2 ,' P
(T R [ ‘L | s ActiveAdult ’ ’7"‘ f\EQiZEZZtuVmg
| | i o 1 M 73 units 71| 45 Rt

B L 4
1971 ‘\ & 2004

- ’»New Perspective ]
—= Assisted Living [

12 units

® Senior Housing

N —oF
0 0.5 i ey |
m———mm Viles A =

_____
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INVENTORY KEY TAKEAWAYS

Senior housing in demand, in particular emerging housing types

Senior Housing Remains in Demand but may
look different than current inventory.

As the Baby Boomer generation ages, senior
housing demand will continue to remain strong.
Traditional senior housing often only includes
independent living, assisted living, and nursing
care facilities. These facilities are essential for
seniors who need more assistance in house
maintenance, hygiene, and meal preparation as
they age. According to t®mprehensive

Housing Needs Analysis for Carlton County
prepared in January, 2024, the supply of this
housing type is strong in the Calton County
region and in Cloquet. Projecting forward five
years, no new supply is estimated to be
demanded for more intensive assisted living,
whereas 1420 units are projected to be in
demand as more seniors enter later stages of life
(i.e., rates increase dramatically for assisted care
and nursing care after the age of 75).

Active Adult and Affordable Units, strong
demand but no current supply

However, senior housing typologies are
diversifying nationwide, helping to tailor
appropriate housing solutions to seniors at
different income levels and stages of life. As

demand for 3@0 units of affordable senior
housing, 5@®0 ownership units of for sale active
adult senior communities, andBDunit active

adult rental units. Many communities offer a
variety of housing types, allowing more people to
age in place in housing suitable to their needs.
Once popular primarily in the Sunbelt, new supply

emphasized earlier in the study, a large portion of 4 5ctive adult housing types are market proven

ugpkgt uWWewgdiv.gXxgdt " nk X kigteatdt MinnksBt¥dhd tHe MidlvestY

are significantly larger than their family size.
Transition to new, more suitable housing can
help address this issue. Active Adult for Rental
and Ownership, Sentesstricted affordable units,
and independent living are filling a niche by
building a range of housing typologies at
different price points oriented towards building
more interactive and communal facilities,
offering various levels of care, and building
singlelevel patio homes, twin homes,
apartments, and condominiums to meet this
need. Th&€omprehensive Housing Needs
Analysigredicts robust demand for this product
category in Carlton County. Specifically, there is

Cascading impact, a benefit for those pursuing
entry-level detached singl&amily homes

This strong demand can have cascading impacts
on the housing market. Creating new supply
lacking in the market can generate additional
supply of the existing larger singgenily homes
currently occupied by aging populations, but in
demand by younger families seeking detrgl

and movaup housing. We incorporate this
analysis in projecting housing need in the
subsequent section.
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MARKET INDICATORSHOUSING CONSTRUCTION

Since 2010, Cloguet has increased its proportion of 5+ multi -family units

Single family housing development before 2000, averaging 300 units per decade. That pace slowed considerably after 2000,

where the development rate slowed to 50 units per decade. From 2012-2022, there has been 15% growth in single family
homes and 18% growth in 2-4 Unit structures, each outpaced by 5+ multi-family which has grown by 40%.

Cumulative Housing Permits by Type since 1980: Cloquet
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Cumulative Housing Permits by Type since 1980: Scanlon
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MARKET INDICATORSHOUSING CONSTRUCTION

In the last two decades, 41% of new units permitted are in 5+ multi -family units

Engswgv Xu"jgwukpi uvgem"jcu"uykvejgf"vgyctfu"oqgtg"okuukpi "ok
fgxgngrogpvu"vjcv"cf f Haniylapajtmeit tingsp far loutphckg state @rid 'regional avkrages. Occupancy
rates continue to indicate that this unit mix is desirable, and often missing from the new housing stock elsewhere.

Proportion of Units by Building Type Since 2002
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MARKET INDICATORSRENTAL MARKET

Driven by new rental housing inventory, Cloquet rent growth remains strong

Rents trailed inflation for much of the decade. However, in 2018, the slow pace of housing development region-wide started to
rwv"wryctf"rtguuwtg"gp"tgpvuO"EngswgvXu"tgpvu"ceegngt cvudf " hc
earn a premium over older rental housing.

Median Rent: Trends Median Rent, Real Dollars: Indexed

Scanlon Scanlon
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Minnesota
Minnesota
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2010 2012 2014 2016 2018 2020 2022 2010 2012 2014 2016 2018 2020 2022
Year Year
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MARKET INDICATORSYACANCY RATES

High occupancy is putting upward pressure on rents

Demand across housing types continues to be strong in Cloquet. New additions to the housing supply have been rapidly
absorbed. Continued tightness in the housing market are driving rents upward. Even at its peak, rental vacancy rates never
surpassed 5%, indicating that supply is not keeping up with demand in the rental housing market.

Vacancy Rate Relative to Median Rent
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Vacancy rates are a composite of numerous types of

xcecpe{ 0" yOctmgv"Tcvg4iY"xcecpekgu
tgpv"qgt"hqgt"ucngO0O"C"jgcnvj {"1ugsw
rate is generally considered 5% for both ownership and

rental markets.

Below 5% vacancy, inventory is constrained, putting
upward pressure on prices. Landlords are also less
inclined to improve properties. Sustained rates below 5%
send market signals to invest in new development.

Above 5%, and landlords may have difficulty filling units,
leading to lower or declining prices, and an incentive to
increase the quality of units, in order to compete for
tenants. Sustained high vacancies can lead to under- or
dis-investment.
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MARKET INDICATORSGENERAL VACANCY

Carlton County's rental vacancy rate remains low, driving up rents

Vacancy rates remain very lowin Cloquet for rental housing, especially compared to Duluth and broader Minnesota.

Conversely, while low on its own merits, the for-sale housing market is not performing as well, with the rate of houses for sale

relative to total ownership housing remains higher.

Rental Vacancy Rate
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MARKET INDICATORSRENTAL MARKET

After Covid-19, market rate rent growth reached a new high of 5% Year-over-Year growth

Rent growth continues to put strain on affordability, but overall, rent growth has tended to trail real wage increases. Rent gains

in Cloquet are by no means unique, but their rate of change is robust for a smaller satellite city of a mid-size metro. This helps
drive down the number of rent burdened households.

Market Rate Multi-Family Rent Growth

£1.000
B Market Rent Growth Y/Y
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4% 5800
= %
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: b, A
C 1 . 1 ]
< 0% " I
5600
-1%
-2%
500
2001 2003 2005 2007 2009 201 2013 2015 2017 2019 2021 2023
Year
Source(s)CoStar

Rent Per Linit

A note on data triangulation:

CoStar is a comprehensive database of commercial
properties. It tracks a range of housing market
metrics and commercial descriptors. In the housing
market, it is strongest at tracking larger multi -family,
market rate rental buildings. It does not track single -
family homes for rent, duplexes, triplexes, or
smaller/older multi -family complexes. In Cloquet, it
fails to capture single -family homes, condominiums,
or single-family homes for rent.

It is useful to triangulate data from CoStar with
other data sources to get a more comprehensive
understanding of the market.
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MARKET INDICATORSRENTAL MARKET

New inventory has been rapidly absorbed

As new inventory hits the market, it is almost immediately absorbed. X percentage of new units are income -restricted
affordable units. Their rapid absorption indicates continued strong demand for workforce related housing units in the

community.

Delivered Multi-Family Units and Absorption B Delivered Units New multfamily housing includes 168 units:
B Absorbed Units

White Pine Apartment85 units, 11 of which are 30% AMI, 7 units
120 eligible for projedbasedvouhcersand 17 units at 50% AMI
14" Street ApartmentBuilding tontains 18 units (USDA project),
100 Building Zontains 22 units (5 are income restricted),Butding 3
contains 36 units (8 of which are income restricted).
80 Carlton Lofts57 units (LIHTC, 7 place based vouchers, 12 market
rate, 38 at 60% MFI).

Absorptior or a measure of how many units are occupied in a
market over a given period of timkas been very strong. As new
inventory hits the market, it is rapidly leased up, leaving little to no

vacancy. Rapid absorption and low vacancy are both very strong si
III I of continued penip demand for rental housing.
1 _  _ -Emm EE. - - u i _

40

Total Rental Units

2

[=}

0

2001 2003 2005 2007 2009 20M 2013 2015 2017 2018 2021 2023
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MARKET INDICATORSRENTAL MARKET

Multi -family rents have tended to trail the broader Duluth market. Affordability drives up occupancy.

More affordable average market rents and the addition of income-t guvt kevgf "chhqgtfcdng" wpkvu"j c»
rate to 0%, a very strong indicator of high demand. Low vacancy rates are putting upward pressure on existing units, leadingto
more rapid rent growth in Cloquet than Duluth.
Multi-Family Rent in Cloquet Compared to Duluth CBSA Multi-Family Vacancy Rates in Cloquet Compared to Duluth CBSA
Duluth
1300 — — — — — — = = = = = = & - - - - - - - - - - m - - - = -
1200 — — — — — — — = — — = = — — — — — — — — — —— — — — — — i~ — — — -
2 51,100 o
o Cloquet 5
< > Duluth
Cloquet

2001 2003 2005 2007 2009 20m 2013 2015 2017 2019 2021 2023 2001 2003 2005 2007 2009 20M 2013 2015 2017 2019 2021 2023
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MARKET INDICATORSRENTAL MARKET

Supply of rental housing is in demand, and undersupplied relative to market needs

Demand for rental housing remains robust due to long-term local and macroeconomic forces. The limited supply of new rental
housing continues to strain the market, driving strong year over year growth in prices. Even if many new units are designated
as affordable, tightness in the market can drive up the prices of older housing units.

Multi-Family Rent vs Vacancy Rates
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Rental Demand Drivers: Numerous factors are driving demand for
rental housing, many of them long-term trends that will shape
housing demand profiles for the foreseeable future. For younger
households, higher levels of debt due to costs of higher education
have reduced savings. Many younger couples are also putting off
ejknftgp"wpvkn"ncvgt"kp"nkhg. "tgf"
neighborhood and housing type more suited for raising a family.
On the other end of the age spectrum, baby boomers (the second
largest generation), are entering mid to late retirement years, with
many downsizing to smaller single -story units or apartments that
better meet housing needs. Meanwhile, new supply of single-family
housing has disproportionately focused on upper -end housing
rather than starter homes due to higher costs of construction,

more stringent lending standards, and the loss of single -family
home developers to bankruptcy in the Great Recession. Further
compounding issues, mortgage rates increased in response to
raising inflation in 2022, dampening demand for mortgages.
Renting is increasingly a better economic option for numerous
households, and longterm planning oriented around meeting the
needs of households must consider this dynamic.
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MARKET INDICATORSQWNERSHIP MARKET (ACS)

Engswgv Xu"ogfkcp"jgog"xcnwg"ku"chhgtfcdng"tgncvk

In real dollars, the median home value has yet to return to surpass 2009 housing market highs. In terms of growth rate,
median values also dipped more significantly during the recession than the surrounding county and metro.

Home Value (Real Dallars)
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Median Home Value, Real Dollars: Indexed
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MARKET INDICATORSQWNERSHIP MARKET (ZILLOW)

\'knngy Xu" 7twlkxgk Y "kopkf fgfzn'g cu" Engswgv Xu"ogfkcp"xcnwg!

Yigtg"Engswgv Xu"ukping"hcokn{" ] gwukpi " family homesthavg incfedsedtincvaluagtf " v j
a faster rate than the state and surrounding metro region.
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