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Executive Summary

The purpose of this report, the Consolidated Annual Performance and Evaluation Report
(CAPER), is to outline 2014 accomplishments in community development and housing.
This work was undertaken in large part through three major funding programs provided
by the U.S. Department of Housing and Urban Development (HUD):

* Community Development Block Grant (CDBG) Program
* HOME Investment Partnerships Program (HOME)
* Emergency Solutions Grant Program (ESGP)

This report is organized according to these three funding sources, including information
on fair housing and equal opportunity initiatives. A summary of other resources
leveraged by these community development resources and citizen comments concludes
the report. These comments were submitted to the City during the 15-day public
comment period from June 15th to June 29th.

The following pie chart is a summary of the year’s community development
expenditures by program and category:

2014 Community Development
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Demonstrating the impact of these community development resources on the lives of
persons with low and moderate incomes is a main objective of this evaluation report.
Thus, it is the City’s objective that this report present to Duluth citizens and HUD a
clear, complete statement of activity, as well as comply with federal statutory
regulations.

The below is a chart of beneficiaries by ethnicity:

Breakdown of Beneficiaries for non-housing
Programs by Ethnicity

H White - 21,258

116

& Black/African American - 5,422

d Asian - 338

5,110 B American Indian/Alaskan Native -
5,110

i Native Hawaiian/Other Pacific
Islander - 35

T ki American Indian/Alaskan Nat. &

White - 286

ki Asian & White - 51

338

i Black/African American & White -
371

kd Am. Indian/Alaskan Nat. &
Black/African Am. - 116

il Other Multi-Racial - 1,243

5,422

*Of the total persons 34,230 served, 391 were of Hispanic Ethnicity



Breakdown of Household Beneficiaries of CD
Program by Ethnicity by Household
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il Black/African American & White -
1
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i Other Multi-Racial - 1

180

The following is a breakdown of the income of the beneficiary population in comparison
to categories of “Extremely Low Income” (less than 30% of the area median income),
“Low Income” (more than 30% but less than 50% of the area median income),
“Moderate Income” (more than 50% but less than 80% of the area median income)
and “Non-Low to Moderate Income” (higher than 80% of the area median income).



Breakdown of 32,199 CD Recipients by
Income

B Extremely Low Income - 28,348
28,348

E Low Income - 1,597

k Moderate Income - 1,100

E Non-Low to Moderate Income -
1,154 1,154

The subsequent sections of the 2014 performance report provide an evaluation of
activities measured against the goals and priorities of the City of Duluth’s 2014 Action
Plan. This Action Plan is an annual investment plan - a component of the 2010-2014
Consolidated Plan for Housing and Community Development. The evaluation of
activities in this report serves as a tool for bench marking the impact of the five-year
Consolidated Plan.

The five-year Consolidated Plan contains the principal goals and strategies against
which annual progress is measured. Reporting on 2014 activities - the final year of the
five-year plan period - provides a sense of the City of Duluth’s progress toward
achieving its community development and housing goals.

Reaching the goals and meeting the needs of our community would not be possible
without the commitment of the City’'s community development and housing partners,
and to them we offer our gratitude. Additional financial information from the HUD
computer system is available for review in the City of Duluth’s Community Development
Division.

For additional information or to submit comments on this 2014 report, please contact:



Keith Hamre, Director

City of Duluth

Planning & Construction Services Department
Room 208 City Hall

Duluth, MN 55802

(218) 730-5480

(218) 730-5915 (fax)

khamre@duluthmn.gov



mailto:khamre@duluthmn.gov

The Community Development Block Grant (CDBG) Program

The CDBG program is a significant community development resource for the City of
Duluth, bringing approximately $2.3 million to the City annually. The U.S. Department
of Housing and Urban Development (HUD) manages the CDBG, and the principal
objective of the program is providing assistance to persons and households with low
and moderate incomes (LMI). At least 70% of the CDBG funds must be allocated to
activities that assist LMI persons, and during 2014 the City of Duluth utilized 100% of
the CDBG resources for that purpose.

The City of Duluth is a Participating Jurisdiction (PJ) or grantee for the CDBG program,
according to a formula based on Duluth’s population, age of housing, percentage of
persons living in poverty and other socio-economic factors, which is updated when new
census data is available. Through Duluth’s citizen participation process, the City
administration drafts the City’'s Consolidated Plan for Housing and Community
Development, outlining community needs and priorities for CDBG fund expenditure.
Each year, the Duluth City Council receives a recommendation from the Community
Development Committee (CD Committee) on priorities for CDBG funding. The City
Council then determines community development policy and corresponding fund
allocation. The Duluth Mayor has final review and approval authority of the
Consolidated Plan.

While federal regulations govern many aspects of the CDBG Program, the PJ has a
great deal of latitude in determining local priorities to be funded under the Program.
Each community completes a five-year Consolidated Plan that outlines the goals and
priorities to be accomplished with CDBG funds and through assistance with other
partnerships. Communities identify the CDBG goals and priorities to be accomplished
each year in an Annual Action Plan, which works toward accomplishing the goals and
strategies outlined in the City’s Five-Year Consolidated Plan. Eligible applicants for
CDBG funding include for-profit institutions, nonprofit organizations, public agencies and
neighborhood districts. CDBG assistance may not be used for direct assistance to
individuals (for example, a grant to a family for its transportation expenses) or for
political or religious purposes.



All CDBG funding allocations must meet one of three national objectives:

1. Benefiting low- and moderate-income persons. “Moderate income” is 80%
of the area median income; Low income” is 50% of the area median income;
“Very-low income” is 30% of the area median income. The 2013 Duluth
median income is $60,900.

2. Prevention or elimination of slum or blight conditions.
3. Meeting an urgent community development need (such as a natural disaster).

CDBG Program Areas

The CDBG program allows a community to implement programs and activities in four
major categories: Affordable Housing, Economic Development, Public Facilities and
Public Services. Each of the program areas allows the City to achieve locally designated
community development goals. Each of the following program areas will provide a
more detailed description of: 1) an assessment of the Five Year goals and the
accomplishments completed this year; 2) what was accomplished from the Consolidated
Plan objectives; 3) Activities to meet underserved needs.

Economic Development

In the Consolidated Plan for Housing and Community Development FY 2010-2014, the
Economic Development category includes two economic development objectives as high
priority needs and three objectives as medium priority needs. The City’s FY 2014 Action
Plan funded five economic development projects. The goal for four of those activities
was to create jobs for low-moderate income (LMI) individuals (Duluth At Work), while
the other was to provide technical assistance to small business owners.

The category of economic development may in its broadest sense include any and all
efforts aimed at sustaining or increasing business activity within a community.
However, the use of CDBG funds in the program category of economic development is
restricted to what HUD regulations label “special economic development activities.”

This category includes:

1. Commercial and industrial improvements i.e., acquisition, construction, rehabilitation
or demolition.

2. Financial and technical assistance supporting the development of micro-enterprises,
job creation, or job retention that benefit low-moderate income (LMI) persons.



3. Workforce development programs to provide LMI persons with the skills to qualify for
jobs created by CDBG-assisted economic development activities or lead to job
placement.

The Duluth At Work Initiative focuses primarily on assistance to micro-enterprises and
job creation efforts that benefit LMI persons.

Table 3A illustrates how the 2014 economic development funding was allocated, what
accomplishments were attained, and what progress has been made toward meeting the
goals identified in the five-year Consolidated Plan.

Five-Year Goal Assessment

The economic development performance goals identified in the five-year Consolidated
Plan are to create 200 job opportunities for LMI residents and assist 40 micro-
enterprises. In 2014, the Community Development Committee allocated $272,000 to
create job opportunities for LMI residents over three years and $64,000 to assist micro-
enterprises over two years, for a total of $336,000 toward economic development
programs.

This brings the total amount of CDBG funds that have been allocated to economic
development projects to meet the five-year Consolidated Plan’s Economic Development
priority needs to $1,863,707.

This is the fifth year of the five year plan. When pairing the 155 jobs that were created
in the first four years of the Consolidated Plan (2010-2013) and the 34 jobs created in
2014, approximately 95% of the goal of creating 200 jobs over the five-year term of the
Consolidated Plan term. However, each Duluth At Work program is a 42-month
contract, meaning money allocated to the Duluth At Work initiative projects in 2012,
2013, and 2014 will still be used to gain more jobs or training through the completion
of those projects. Also, Duluth’s Consolidated Plan Goal to serve 40 micro-enterprises
in five years is progressing at a good rate. Through the first four years of the
Consolidated Plan, 35 businesses were assisted, with an additional nine more
businesses assisted in 2014 for a total of 44 (110%) of the five-year goal.

Consolidated Plan Objectives

In 2014, five projects were awarded a total of $336,000 in CDBG funds to assist the
City in meeting the economic development goals and objectives outlined in the
Consolidated and Action Plans.

Objective 22 - Invest in skill training of Duluth At Work participants to fill jobs for local
businesses.

SOAR Career Solutions, a Community Based Development Organization (CBDO), was
funded under the Duluth At Work program to assist for-profit businesses by training LMI



people, assisting in securing employment and then increasing their income by 25% over
three years. Their goal was to serve 16 individuals and in FY 2014 they helped 17
people secure employment.

CHUM Employment Services was funded under the Duluth At Work program to assist
for-profit businesses by training LMI people, assisting in securing employment and then
increasing their income by 25% over three years. Their goal was to serve nine
individuals and in FY 2014 they helped nine people secure employment.

Life House Futures Program was funded under the Duluth At Work program to assist
for-profit businesses by training LMI people, assisting in securing employment and then
increasing their income by 25% over three years. Their goal was to serve five youth
and in FY 2014 they helped five youth secure employment.

Community Action Duluth Circles of Support was funded under the Duluth At Work
program to assist for-profit businesses by training LMI people, assisting in securing
employment and then increasing their income by 25% over three years. Their goal was
to serve four people and in FY 2014 they helped three people secure employment.

Objective 23 - Provide training and technical assistance to businesses to increase
assets and create jobs.

Entrepreneur Fund’s Growing Neighborhood Businesses was funded under the Duluth At
Work program to assist businesses with technical assistance to expand and hire LMI
persons trained in the Duluth At Work programs. Their goal was to serve eight
businesses and in FY 2014, nine were assisted.

Duluth’s Anti-Poverty Strategy

According to the Anti-Poverty Strategy, the principal overarching goal of CDBG
economic development funds is to reduce the number of Duluth’s families and
individuals currently living in poverty. Historically, the City has addressed this objective
by investing CDBG funds in our community development partners’ programs that create
living-wage employment and/or provide LMI persons with workforce readiness skills.

These initiatives have been designed to reduce the number of Duluth households
experiencing economic hardship. Job training, education opportunities, and the
creation of permanent jobs to be filled by persons who are LMI at the time of hire
represent some of the long-term efforts of the City of Duluth to provide benefits for the
community’s financially-disadvantaged households.

In 1998, the City of Duluth adopted a policy which exceeds the minimum HUD
requirements governing the use of CDBG funds for economic development and
continues to adhere to that policy. Although CDBG guidelines only require that the
majority of jobs created through the use of CDBG funds be offered to LMI persons at



the time of hire, Duluth’s CDBG economic development policy stipulates that such jobs
must be filled by, not simply offered to, LMI qualified persons at the time of hire.

The following policies form the basis of the funding evaluation process that will be
utilized for determining how the annual investment of Community Development
resources will implement the goal of reducing the number of Duluth’s families and
individuals currently living in poverty:

Policy #1: Provide occupational training programs coupled with career
development and job placement in partnership with the City’s Workforce
Development Division to enable people to obtain employment.

Policy #2: Assist families with removing barriers to obtaining employment
through long term or sustainable solutions that reduce the cost of
essentials or burdens to household incomes (e.g., child care, health care,
transportation).

Goals and policies for reducing the number of families in poverty, a new
approach - Duluth At Work.

Duluth’s 2010-2014 Consolidated Plan articulated the overarching goal of the Anti-
Poverty Strategy: to reduce the number of Duluth’s families and individuals currently
living in poverty. One essential method for reducing poverty for all of these groups is
increasing household income.

In order to meet the objective of increasing household income for those persons living
in poverty, the City of Duluth has forged partnerships between private businesses,
employers and nonprofit groups to develop a new approach to workforce development
and poverty reduction.

This approach, implemented in FY 2008 in conjunction with Duluth Local Initiative
Support Corporation, was called “Duluth At Work”. The Duluth At Work program is a
holistic approach addressing the many challenges people in poverty face as they work
toward becoming economically self-sufficient.

Duluth At Work is based on the Economic Opportunity Initiative (EOI) model from the
City of Portland, Oregon, that was funded with various funding sources which included
CDBG and the Northwest Area Foundation, and utilized a series of well researched best
practices. The research used to develop the EOI also demonstrated there is no one-
size-fits-all approach to assisting low-income people in attaining higher wage jobs and
small businesses in securing financial stability and long-term success.

Through the implementation of this set of best practices, the Duluth At Work program is
creating a system designed to remove barriers that people commonly experience when
programs and services are provided in isolation from one another. This model allows



for the tailoring of program elements to support program participants’ strengths and is
also designed to address individual and common needs.

These "Best Practices for Poverty Reduction” are based upon the Portland EOI model
and include the following:

1. Serve a relatively small number of participants, so that the program can
build on their individual strengths and be tailored to their individual and
common needs.

2. Projects should serve groups with a common business/career track or
similarity in ethnicity, housing or personal challenges or situations.
Structured opportunities for peer support should be incorporated into all
projects.

3. Offer comprehensive support services to remove personal barriers to
success such as transportation, limited English, child care, housing status,
lack of financial education and problem work behaviors. This requires
some supported referrals and purchase of goods and services.

4. Emphasize development of strong long-term mentoring/coaching
relationships between project staff and participants.

5. Involve employers early in program and curriculum design and by
obtaining their commitment to employ graduates of workforce programs.
Use active, workplace-based training approaches when possible.

6. Use individualized, comprehensive business planning and assessment
with hands-on/ on-site business coaching in addition to structured
business education and training activities.

The performance measurement for projects funded through the Duluth At Work
initiative is employment training that leads to job placement and an increase in the
individual’s income of 25% from the time they enter the program through placement
and after three years, or assistance to small businesses that leads to overall business
growth of 25% in three years that may have an ancillary benefit of job creation.

Activities to Meet Underserved Needs

Because persons with multiple barriers lacking self-sufficient employment constitute a
disproportionate number of our community’s low-income households, all of the CDBG
funded economic development programs focus on traditionally under-served/hard-to-
employ populations. A primary focus of the Duluth At Work program is to assist
persons with barriers to employment, primarily working through the Duluth Workforce



Center, to assist with gaining employment and then increasing their incomes by 25%
over a three-year period.

The outcome of these efforts is reported to the CD staff on a quarterly and annual
basis. The Duluth Human Rights Office, Human Rights Commission, and Duluth
American Indian Commission are efforts by the City to address discrimination in all
forms, including those factors creating employment discrimination.

In 2014, CDBG funds were allocated to the Duluth At Work program, which is geared to
persons with multiple barriers to employment. These barriers include: lack of training,
poor work history, child care, transportation, etc. Many of the participants have an
income at or well below 50% of the median income and a large percentage of them are
on MFIP (Minnesota Family Investment Program) or Temporary Assistance to Needy
Families (TANF) rolls or are homeless. So, the Duluth At Work initiative is really
assisting persons within the community who are the under-served and hard-to-employ
populations.

In addition to the required demographic reporting on their projects, all CDBG funded
projects are required to track reasonable accommodations requested by persons with
disabilities. This information is intended to ensure that all sub-grantees are aware of
their obligations to provide reasonable accommodations for access to their programs.

Public Facility Improvements

The CDBG Target Areas are identified by Census Tracts and Block Groups that have a
majority of income-eligible residents. Duluth has seven CDBG Target Areas that span
several neighborhoods within the city. Grass-roots citizen groups in each of the CDBG
Target Areas developed multi-year community improvement strategic plans in 2012.
These “At Home In Duluth” plans and the additional input gathered at Community
Development Neighborhood Forums, and at CD Committee Public Hearings, both held
as part of the City’s public participation efforts, were used to help decide which public
facility improvement projects were to be ranked high, medium and low priorities.
Information gathered at the forums and the public hearings was also considered during
the CD Committee’s deliberations regarding the selection of individual Public Facility
projects to be funded.

The City’s 2010 — 2014 Consolidated Plan for Housing and Community Development
listed four public facility activities as “high” priority and ten as “medium” priority.

Five-Year Goal Assessment

The 2010-2014 Consolidated Plan included the following goals as public facility needs to
be accomplished by 2014: one homeless facility, six neighborhood facilities, 200
households for street improvements, and 110 sidewalk facilities.



Five neighborhood facilities were completed by March 31, 2015. The Damiano Center’s
elevator was completed, the Memorial Park Community Center was completed, and the
American Indian Center, which was awarded FY 2007 CDBG Public Facility for an
elevator, is now completed. In FY 2013 two more neighborhood facility projects were
completed; the Damiano Soup Kitchen Renovation and the Central Hillside Community
Center Window replacement. The Damiano Center received Public Facility funds (2012)
to improve their soup kitchen and dining facilities where they provide daily hot meals to
low-income and homeless individuals and families. In 2014, another neighborhood
facility project was funded to complete accessibility improvements to the Udac building.
This project is underway.

Another project that received funding in 2012 was the Lincoln Park School
Redevelopment project that will result in the reuse of a neighborhood school building
that will house youth services provided by the Boys & Girls Club. This project will not
be completed and will be removed from the 2012 Action Plan, due to the inability to
meet the CDBG requirements. The funds will be reprogrammed in 2015.

Twenty-eight low-moderate income households received assistance for street
improvements, eighteen of these homeowners received assistance in FY 2013 with the
completion of the Riverside project. In previous years, the other ten households were
assisted during the reconstruction of Ivanhoe Street (7) and Anderson Road (3). The
Street Assessment Assistance project funded in 2011 is now complete. Sidewalk
upgrades completed in 2011 include one block of Superior Street between 19" Avenue
West and 20" Avenue West with ten handicap accessible ramps.

In the 2010-2014 Consolidated Plan the city identified the goal of completing one
homeless facility project. In 2013, two homeless facility projects were funded; Hillside
Apartments (Steve O'neil Apartments) and Life House Building Rehabilitation. Hillside
Apartments was nearly complete at the end of 2014 and the Life House Building project
was completed in 2014. To date, one homeless facility is complete and the other is
95% complete.

The City will continue examining neighborhood and public facility improvement needs
and base funding decisions on the greatest need, funding those projects that benefit
our Target Neighborhoods.

Consolidated Plan Objectives
There are three Consolidated Plan Objectives that fall under Public Facilities.

Objective 9 - Assist LMI Homeowners with assessments for street improvements.

Our goal for 2010-2014 is to assist 200 homeowners with the payment of street
assessments for street improvements. In 2011, seven homeowners were assisted, in
2012, three homeowners were assisted, and in 2013, 18 homeowners were assisted.



Objective 10 - Improve sidewalk surfaces to be accessible with mid-block and corner
pedestrian ramps.

The 2010-2014 Consolidated Plan has a goal of 110 facility improvements to sidewalks.
In 2011, the City improved one block of sidewalks which included ten ramps.

Objective 12 - Provide improvements to Neighborhood facilities for accessibility and
delivery of vital services.

The 2010-2014 Consolidated Plan has a goal of six neighborhood facilities to be
improved. At the end of Fiscal Year 2014, five neighborhood facilities were completed,
two of the projects were completed in 2013 including “Damiano Soup Kitchen
Renovations” and “Central Hillside Community Center Windows and Door Replacement”.

Activities to Meet Underserved Needs

The Damiano Center will improve and expand its operations of the Soup Kitchen
through the renovations, and will be able to expand services to homeless and LMI
individuals. The Udac Building improvements will assist in providing services to LMI
individuals with disabilities.

Public Services

In the 2010-2014 Consolidated Plan, the City identifies a number of public services as
high priorities. In 2014, the City allocated a total of $316,410 for eleven projects under
the public service category, which is just under the 15% of the total CDBG allocation,
the maximum amount allowed by HUD for Public service programming. The public
service funding was used to provide a variety of services, such as food, shelter, and
health care that benefited LMI individuals and families. Table 3A illustrates how CDBG
Public Service funds were allocated in 2014, the accomplishments that were completed
and progress toward meeting the five-year Public Service goals identified in the
Consolidated Plan.

Five-Year Goal Assessment

The performance goal identified in the five-year Consolidated Plan is to provide public
services to 86,850 people between 2010 and 2014. In the first year of the Consolidated
Plan (2010), a total of 27,810 people received assistance under the Public Service
categories, which is 32% of the total five-year goal. In the second year (2011), a total
of 22,603 people received services, which is 26% of the total five year goal. In the third
year (2012), 23,590 people received services, which is 26% of the total five year goal.
In the fourth year (2013), 21,897 people were assisted; which is 25% of the total five
year goal. In the fifth and final year (2014), 23,970 people were assisted; which is 28%
of the total five year goal. To date, a total of 115,889 people have received services,



which exceeds the Consolidated Plan five-year Public Service goal. One explanation as
to why so many more people have accessed public service than anticipated is likely
attributed to the economic downturn that impacted many people in the past five year.

2014 Action Plan Goal: The performance goal identified in the 2014 Action Plan is to
provide public services to 22,857 people. The public service projects served a total of
23,970 persons, exceeding the action plan goal by 5%.

Consolidated Plan Objectives

In 2014, eleven projects were awarded a total of $333,710 in CDBG funds to assist the
City in meeting the Public Service goals and objectives outlined in the Action Plan. The
majority of Public Service funding, $132,725 (40%), was allocated toward programs for
the homeless, including emergency shelters and transitional housing. In addition to
homeless services were programs that offered access to essential services such as food,
which received 31% of the 2014 allocation; 18% was used to provide access to health
care and dental services for low-income uninsured and underinsured residents of
Duluth; 11% was used to provide safe access to emergency shelter for women and
their children fleeing domestic violence and for day shelter and support services to
homeless and at-risk youth.

Objective 13 - Support programs that fulfill basic needs for persons who are homeless
or in poverty - food, clothing, and shelter.

Three agencies collaborate to operate the Duluth Hunger Project; they include CHUM,
the Damiano Center and the Salvation Army. Each agency is located in a different part
of Duluth, and while each are not open every day, they coordinate efforts so that low-
income and homeless individuals and families of Duluth can access on-site, hot meals
and emergency food packages every day. In 2014 approximately 12,526 people/meals
were served, which exceeded their 2014 service goal (12,000).

In 2014, CHUM Emergency Shelter provided 1,380 homeless persons (individuals and
families) access to safe, overnight shelter, exceeding their goal of 1000 people by 38%.

Objective 14 - Provide transitional housing and services for persons who are homeless
to become stabilized.

Three transitional housing programs, including Center City Housing and Life House, MN
Assistance Council for Veterans (MACV), and Salvation Army provided access to long-
term transitional housing and support services to 308 homeless individuals and families,
which exceeded their collective goal of 297 by 4%.

The American Indian Community Housing Organization (AICHO) provided Permanent
Supportive Housing to 165 people; their goal was to serve 20 people.



Objective 15 - Provide shelter and services for battered and abused spouses to leave
the violence and become stabilized.

Safe Haven Shelter for Battered Women provided temporary emergency shelter to 542
women and their children during 2014 year, their goal was to serve 500 people.

Objective 18 - Support the provision of primary health care and dental care for
uninsured and under-insured in the community.

The Lake Superior Community Health Center served 6,364 people in 2014, which was
more than their goal of 6,300 persons.

Objective 19 - Provide tenant/landlord mediation services to avoid or prevent
evictions.

The project that provided tenant/landlord services no longer operated after 2011, and
no further CDBG funds were used for these activities. However, other agencies in
Duluth provide similar homeless prevention and landlord/tenant services to Duluth
residents under the State funded, Family Homeless Prevention and Assistance Program
(FHPAP). They include the American Indian Community Housing Organization (AICHO),
Legal Aid Services of Northeast Minnesota, Salvation Army and Life House.

In 2013, the City began providing prevention (and rapid re-housing) assistance under
the HEARTH Act Emergency Solutions Grant (HESG). Agencies that provide ESG
prevention assistance include AICHO, Life House and Salvation Army.

Lastly, the Minnesota Assistance Council for Veterans (MACV) provides prevention (and
rapid re-housing) services through the Support Services for Veteran Families (SSVF)
Program, funded by the Veterans Administration.

Objective 21 - Support programs that help abused and neglected youth who are
homeless or at-risk of being homeless to become stabilized.

Life House Youth Center provided access to an array of supportive services and referral
to 648 homeless and at-risk teens to help stabilize their lives; which exceeded their
2014 goal of 600 by 8%.

Activities to Meet Underserved Needs

In 2014, the City continued to fund numerous public service agencies that are working
with people with “worst-case” needs. The City, in partnership with St. Louis County,
completed a Ten-Year Plan to End Homelessness named Heading Home St. Louis
County. Many of the agencies supported by the City through the CDBG and ESG
Programs participate in efforts to implement the Plan, as do agencies throughout the



County. The Plan calls for an increase in the development and support of many new
and converted rental properties to permanent supportive housing, additional Shelter +
Care units, greater focus on rapid re-housing and discharge planning and a greater
access to long-term support networks.

Lastly, all agencies funded through the CDBG, HOME and ESG Programs are required to
track all reasonable accommodations requested by persons with disabilities. While
required, this information is intended to ensure that all sub-grantees are aware of their
obligations to grant reasonable accommodations when economically feasible. Agencies
maintain a log of persons requesting reasonable accommodations, which includes the
nature of the request and how the request was accommodated. Agencies submit these
logs to the Community Development office at the end of the program year.

Housing

Five-Year Goal Assessment

In 2014, the HOME funded Tenant-Based Rental Assistance (TBRA) program, operated
by the HRA, far exceeded its goal of providing housing vouchers. Forty-one hard to
house, homeless families and singles accessed stable housing through the TBRA
program. The TBRA program has more than doubled its five-year Consolidated Plan
goal of 50. To date the program has housed 132 homeless families and singles.

As a cold climate city, improving energy efficiency is a priority for Duluth’s housing
stock. In 2014, the Arrowhead Economic Opportunity Agency (AEOA) and Ecolibrium3
(Eco3) continued to provide energy efficiency improvements, but as part of the overall
Housing Resource Connection (HRC) rehab projects. Therefore, the units are no longer
classified separately as 14F Energy Efficiency Improvement units. The cumulative
number remains the same as last year, just over 52% of the five year goal. However,
energy improvements are now part of all HRC rehab projects, actually resulting in more
homes becoming energy efficient.

Single family residential rehab projects consisted of HRC homeowner rehabs and repair
of lateral sewer lines. There were 17 HOME funded rehabs; 15 homes that were
funded by, or met, CDBG eligibility; and 14 emergency sewer and water line projects
utilizing CDBG funding. Cumulatively, CDBG and HOME funded single family rehabs are
now at 55% of the five-year goal. There were an additional 15 units funded by other
sources that meet CDBG eligibility, and if included in the count, single family rehabs
would be at 60% of the five year goal.

The “Housing Resource Connection”, a collaboration between the Duluth HRA, One Roof
Community Housing, Ecolibrium3, AEOA and the City's Community Development



Division, completed the second year of operation in 2014. The benefits of this
collaboration include a common application available online or at any of the partner
agencies; eligibility determination and underwriting by shared staff who tailor financing
of improvements based on the needs of the household; inspection services and rehab
oversight provided by HRA staff; a single waiting list and prioritize of projects; a shared
data base; common rehab standards; and joint applications for funding requests. The
rehab standards have been enhanced to require that a rehab projects include all code
issues, lead-paint hazards, and significantly increased energy efficiency. The goal is to
move to a comprehensive “Healthy Homes” approach. The increased scope of work has
meant increased costs per house, and therefore, fewer homes can be rehabbed.

The Individual Development Account savings program, funded under Direct
Homeownership Assistance, operates as a three-year grant because it takes participants
several years before they save enough money for a down payment to purchase a home.
In the 2014 program year, five (5) program participants purchased homes. To date,
twenty program participants have purchased homes, which is 71% of the five-year
Consolidated Plan goal. The achievement is low for this project, primarily because of
the down-turn, and tightening of the housing market over the past years. However, as
the economy and the housing market began to recover, program performance did
improve. This project was not funded for the 2014 program year, but will continue to
remain open for another two to four years to allow current program participants who
are saving money to continue to have to opportunity to purchase a home.

The Rental Rehab Program, operated by the HRA, completed rehab on three properties
(total of 8 units) using Revolving Loan Funds, and worked on an additional 18 rental
rehab projects (43 units) funded by the State of Minnesota’s RRDL program. At this
time, 57% of the goal has been accomplished without the State funded units. With the
RRDL units, 74% of the goal has been achieved.

One Roof Community Housing (One Roof) completed one (1) acquisition, rehab and
resale units utilizing 2012 CDBG program funding, nine (9) with 2013 CDBG dollars and
four (4) with 2014 HOME funds, for a total of fourteen (14) units. Table 3A shows 37%
of the five year goal achieved. Overall production in this category is less than
predicted. The major flood in June, 2012, switched the focus of housing agencies to
disaster recovery for the next two years. The 14 units in 2014 shows a recovery in
production, but not enough to make up for 2012 and 2013. This brings the actual
production to 37% of the five year goal. There are another three units funded under
the 2014 HOME contract that will complete in the coming year. Although not reflected
in Table 3A, there were an additional 27 NSP acquisition resale units completed.
Including NSP units in the count, we are at 67% of the five year goal.



See Table 3A for a breakdown of grant funds spent to achieve housing goals and
objectives.

Consolidated Plan Objectives

The Consolidated Plan for FY 2010-2014 includes goals that meet the City’s housing
needs and assist households in accessing safe, affordable housing. Goals and
objectives fall under two categories, rental and owner-occupied housing, and can be
found in Table 2C in the Plan, Objectives 1 through 8.

Rental Housing

Objective 1 - Assist families to secure affordable rental housing.

One Roof Community Housing was awarded CDBG and HOME Program funds for
acquisition of property and new construction of a supportive housing multi-family
development to serve 44 homeless families. Construction started in early 2013, and
completed in May, 2014. This project was initially named “Hillside Apartments”, but has
been renamed the “Steve O'Neil Apartments” in honor of the long time homeless and
housing advocate and St. Louis County Commissioner.

Objective 2 - Improve energy efficiency of multi-family units.

The eight units of rental rehab completed by the HRC’s Rental Rehab Program included
energy efficiency improvements, which resulted in a 10% increase in energy efficiency.

Objective 3 - Provide Tenant Based Rental Assistance (TBRA) to homeless individuals.

The Duluth HRA administers a HOME funded TBRA program, which provides vouchers
to homeless individuals and families. During the 2014 program year, 47 households
were assisted. This number has substantially increased each year since 2010, as the
need for housing assistance increased with the economic recession.

Objective 4 - Rehab multi-family units to be compliant with Duluth Housing Code.

The HRC Rental Rehab program completed three projects, with 8 units, during the 2014
program year. The HRC secured a $1 million rental rehab loan pool (RRDL) from
Minnesota Housing, and rehab projects began in 2013. Eighteen projects are utilizing
these funds, with a total of 43 units.

Owner Housing

Objective 5 - Assist families to secure affordable homeownership.



Community Action Duluth administers a CDBG funded Individual Development Account
(IDA) program to match the savings of LMI households so they are able to purchase a
home. In order to accomplish this, program participants regularly deposit funds in a
savings account for a few years before accumulating enough funds for the down
payment and closing costs. In 2014, five program participants (from 2010, 2011, 2012
and 2013 cohorts) had saved sufficient funds, along with the matched savings from the
CDBG program, to purchase homes.

In 2014, One Roof Community Housing sold fourteen totally renovated properties to
new homebuyers at an affordable price.

Objective 6 - Improve energy efficiency of single family units.

This year, the Consolidated Plan goal of improving energy efficiency by 10% was
accomplished through the following CDBG and HOME funded activities: AEOA’s
Weatherization and Ecolibrium3’s Duluth Energy Efficiency Program (DEEP) worked
together with their HRC partners to coordinate energy efficiency improvement activities;
One Roof completed 14 rehab for resale homes; and the HRC completed 21 HOME
funded single family rehabs and 29 CDBG funded rehabs. The combined total nhumber
of homes that increased their energy efficiency was 64.

Objective 7 - Address vacant, substandard properties that may or may not be suitable
for rehab.

The City of Duluth received funding from the Minnesota Department of Natural
Resources and the Federal Emergency Management Agency to acquire and demolish
flood damaged properties from the June 2012 flood. Through the end of FY 2014, the
City had acquired 19 properties and demolished 15 of those properties. The City will
continue to acquire and demolish up to 5 blighted properties that were substantially
damaged as a result of the flood. Also in 2014, the HRA used local funds provided by
the Duluth Economic Development Authority to demolish 3 vacant and blighted
properties.

Objective 8 - Rehab single family units to be compliant with Duluth Housing Code.

The HRC completed rehab on a total of 44 properties for income eligible homeowners
during the 2014 program year, of which 21 were HOME funded units. Of those 44
units, 14 were assistance to homeowners with emergency repair of lateral sewer lines.



Activities to Meet Underserved Needs
Extremely Low, Low and Moderate Income Households Assisted

The five-year goals for extremely low income renters are 183, for low income 114, and
moderate income 103. In 2014, there were 49 extremely low income served (27% of
the goal), 2 low income (2%), and 6 moderate income (6%). Since the downturn in
the economy, more emphasis has been placed on housing the increased number of
homeless families and individuals.

The five-year goals for extremely low income homeowners are 303, for low income 305,
and for moderate income 391. In 2014, 11 extremely low income households were
assisted (4% of the goal), 59 low income households (19%), and 7 moderate income
households (2%).

Section 215 Households

In 2014, there were ten homes bought by income eligible buyers that qualified as
Section 215 units. All 44 units in the Steve O'Neil Apartments are occupied by tenants
meeting the Section 215 definition.

Worst Case Housing Needs

The HOME funded tenant-based rental assistance provided housing rental vouchers for
41 households. These households did not qualify for the HRA’s Housing Voucher
program or public housing, and were homeless or at risk of homelessness. Because this
program is targeted to “hard to house” families, all of the TBRA vouchers address worst
case housing needs.

There were 11 homeowners with incomes between 0% and 30% median, and 8 with
incomes between 31% and 50% median. Homeowners at these income levels are very
likely to be cost burdened.

Accessibility Needs of Persons with Disabilities

One single family unit was made accessible this year, utilizing Rehab Loan Program
funds provided by Minnesota Housing.

Removing Barriers to Affordable Housing

The following are strategies from the Consolidated Plan to address affordable housing
barriers, and the actions taken in 2014.



Strategy: Co-locating permitting and planning services within City Hall to streamline
the housing development process by forming a “One Stop Shop.”

In 2010, the “One Stop Shop” was formed on the second floor of City Hall. Plans are
being made to also co-locate Community Development offices to this floor.

Strategy: Adoption of a new zoning code to implement the Comprehensive Plan for
land use, to provide more affordable housing options, for example, mixed-use, that lead
to more investment.

The Uniform Development Code has been adopted. Work continues to rezone those
areas of the City where the underlying Comprehensive Land Use Plan conflicts with the
new zoning.

Strategy: Provide funding to assist in the repair or replacement of lateral sewer and
water lines by LMI homeowners.

The Duluth HRA assisted 14 households to repair their lateral sewer lines as required by
the Environmental Protection Agency (EPA). Overflows into Lake Superior have been
greatly diminished. The assistance for sewer line repair is now part of the general HRA
rehab contract, as the original specific contract expired late in the program year.

Strategy: Support selected demolition of blighted properties in LMI neighborhoods. If
directly funded through Community Development, demolition requirements will include
leaving a “clean” site for redevelopment.

The City, using funds from the Minnesota Department of Natural Resources and Federal
Emergency Management Agency received funding to acquire and demolish flood
damaged properties from the June 2012 flood. Through the end of FY 2014, the City
had acquired 19 properties and demolished 15 of those properties. The HRA acquired
and demolished three blighted single family structures, and provided clean sites on
buildable lots. The “Blight Team” with members from several City departments, the
HRA, non-profits, and St. Louis County continue to meet and coordinate efforts.

Strategy: Provide funding for affordability and value gaps for L/MI homebuyers.

Funds were provided for IDA savings accounts, and for affordability and value gaps for
acquisition, rehab and resale homes.

Strategy: Increase per unit rehab funding to address all needed repairs and updates,
including code, energy efficiency, major systems, sewer and water lines.



The Healthy Homes project funded by grants from HUD's Office of Healthy Homes and
Lead Hazard Control have provided inspection protocol training held locally. Certified
inspectors include staff from the Duluth HRA, Ecolibrium3, One Roof and AEOA. All
HRC rehab projects are being assessed using healthy home protocols.

Strategy: Implement new gate keeper approach to housing rehab programs, for
better service, coordination of available assistance, and increase efficient operation of
housing agencies.

The Housing Resource Connection was implemented in 2013, a collaboration between
the Duluth HRA, One Roof, Ecolibrium3, AEOA and the City’'s Community Development
Division. The benefits of this collaboration include a common application available
online or at any of the partner agencies; eligibility determination and underwriting by
shared staff who tailor financing of improvements based on the needs of the
household; inspection services and rehab oversight provided by HRA staff; a single
waiting list and prioritize of projects; a shared data base; common rehab standards;
and joint applications for funding requests.

Strategy: Apply for HUD lead-based paint funds for rehab of rental units, targeted to
tenant-based rental assistance and housing voucher programs.

The City of Duluth, in partnership with the Duluth HRA, applied for and secured
$1,144,684 in 2010 HUD Lead-Based Paint Hazard Control Grant Program funds, for a
three year project. The project began in 2011, with 70 units completed. City, HRA and
American Lung Association staff submitted a new HUD Lead-Based Paint application in
January, 2013, and were awarded $2,418,395 to continue this work for an additional
three years.

Strategy: Implement acquisition/rehab/resale programs to address vacant foreclosed
properties in L/MI neighborhoods.

One Roof and the HRA used federal NSP1 funding provided through the State of
Minnesota to acquire, renovate and sell to income eligible buyers foreclosed homes.
The initial 25 properties were completed in 2011, and no new units have been
completed. However, the HRA continues to build an NSP revolving loan fund with the
payments from their units. Once enough funds have been collected, additional NSP
units will be created. One Roof used HOME and CDBG funds to acquire, rehab and
resell fourteen homes.

Strategy: Conduct a housing market survey to determine the actual median value of
homes in Duluth.



The Community Development office once again published the annual Housing Indicator
Report, which includes home values and sales statistics for Duluth. It continues
to show a slow recovery from the recession in the single family housing market.
With the elimination of the 201(3)(b) standard of after-rehab value, a market study
based on Housing Indicator sales statistics maybe conducted if the new published
standard is significantly less than that shown in the Housing Indicator Report.

Strategy: Require rehab programs that receive City funding to increase energy
efficiency in existing homes by 10%, and require funded new construction to meet
Energy Star standards.

All rehab programs met the 10% energy efficiency requirement. The newly constructed
Steve O’Neil Apartments meet Energy Star standards.

Strategy: Provide funding for tenant-based rental assistance to help the “hard-to-
house” population secure adequate housing.

Funding for Tenant-Based Rental Assistance remains as a significantly increased
amount, in order to serve a higher number of homeless families and individuals.

Strategy: Modify Special Assessment policies to eliminate the “re-instatement”
of special assessments on tax forfeit lots that have the potential for redevelopment.

City staff successfully eliminated garbage assessments on tax forfeit lots and homes.

Reduction of Lead Paint Hazards

The HRA tested 94 and cleared 68 housing units during the year, which included CDBG,
HOME, State and federal lead hazard demonstration funded rehab projects. The City of
Duluth, in partnership with the Duluth HRA, applied for and secured $1,144,684 in 2010
HUD Lead-Based Paint Hazard Control Grant Program funds. 2014 was the last year of
the project. The term of this initial grant had been extended to February, 2014. A new
Lead-Based Paint application was submitted to HUD in January, 2013, and was awarded
$2,418,395, that will allow the continuation of this work until 2016.
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The HOME Investment Partnerships Program (HOME)

Assessment of Relationship of HOME funds to Goals and Objectives

The HOME Program provides grants and loans to implement the City of Duluth’s
affordable housing strategies. Combined with CDBG and local resources, the HOME
funds contribute to achieving the goals and objectives of the Consolidated Plan listed in
Table 2C, and are included in Priority Needs Summary Table 3A. An analysis of the
relationship of the housing activities carried out with the HOME funds expended during
the reporting period to the objectives and priorities of the Consolidated Plan and Action
Plan is included under “Housing” in the CDBG Program report of the CAPER.

One Roof Community Housing, a Community Housing Development Organization
(CHDO), received operating funds that strengthen their organization and allowed them
to explore new housing development opportunities.

During the program year, seven homes were acquired, four rehabbed and sold to
homebuyers (two prior to 3/31/15 and two additional to date) utilizing HOME funds (an
additional 10 were CDBG funded) by One Roof Community Housing. The Duluth
HRA/HRC collaborative completed seventeen HOME funded single-family rehabs. The
HRC also completed CDBG eligible single family units utilizing other funding, that are
reported in the “Housing” section of the CAPER.

A HOME-funded project that addresses initiatives outlined in the Duluth/St. Louis
County Ten-Year Plan to End Homelessness is the Duluth HRA’s Tenant-Based Rental
Assistance (TBRA) Program. The number of vouchers has increased each year of the
Consolidated Plan, with 47 households being assisted in 2014. HRA is on target to
provide double the goal in the Consolidated Plan by the end of five years.

The Steve O'Neil Apartments were completed in May, 2015. This permanent supportive
housing project is serving homeless families with children. One Roof and Center City
Housing were co-developers, with CHUM operating a six unit family onsite shelter and
providing supportive services to all residents. Of the 50 units in the building, eight are
designated as HOME units.

HOME Match Report

Matching funds were documented this year from the Steve O'Neil Apartments. The
total match amount is $66,265, provided by Minnesota Power and City of Duluth’s



Comfort Systems. The Fiscal Year 2014 HOME Match Report form (HUD form 40107-A)
is included with this annual report.

MBE and WBE Report

The Minority Owned Business and Woman Owned Business reports are now filed on the
federal fiscal year, rather than the City’s program year. The most recent report covered
the period from October 1, 2013, through September 30, 2014. There were three
woman owned businesses that received HOME funded contracts, for a total amount
awarded of $48,993. There was one minority owned business that received a $10,300
contract.

Assessments

Community Development staff monitors rental properties that received HOME funds in
the past and are still within the affordability period. The monitoring ensures tenants
are income eligible, rents are within program limits, there are no prohibited lease terms,
and prospective renters are treated fairly in the selection process. HRA staff conducted
on-site physical inspections to ensure properties are safe and well maintained. In 2014,
six rental properties were monitored, with four receiving on-site physical inspections
and another two file reviews only. They are:

IDIS # Project Name Address Owner Inspection(s)
956 Young Mothers 411 N 57" Ave W YWCA Physical & File

1064 Sheila’s Place 1323 E 2™ Str CCHC Physical & File
100 5 Plex 218 N 14" Ave E  CCHC Physical & File

1435 Burke Apts 720 Maple Grove  ASI Physical & File

1714 Upper Trans Bldg 216 N 14" Ave E CCHC File Only

1749 Lower Trans Bldg 1401 E 2™ St CCHC File Only

City staff visited the above projects and conducted file reviews. Overall, the files were
in good order and there were no “findings” or “concerns”. The Duluth HRA performed
the physical inspections of the four properties listed, as they are certified to conduct
Housing Quality Standard, Housing Code, and Lead-Based Paint inspections. All of the
units and buildings passed the required inspection standards, and were found to be well
maintained. During the year, the HOME affordability period expired on two of these
rental projects, Young Mothers Supportive Housing and Sheila’s Place.

City staff also monitored the HRC rehab and TBRA programs, and the One Roof rehab
and resale program. Both One Roof and HRC files were found by City staff to be in



compliance with HOME Program regulations. There was one concern regarding a
missing lead-based paint form used to calculate the level of intervention needed.
However, the highest level (abatement) was used on the rehab of the HOME unit, so no
correction is necessary other than completing this form for the file.

Assessment of Affirmative Marketing Actions

The homeowner focused programs showed a 9.5% rate of non-white participants,
which reflects the overall percentage of non-white residents. Of the rental and TBRA
HOME units, 40% were occupied by families of color, with one Hispanic household or
2% or units. Looking at the total of HOME funded projects and programs, 30% of
households benefiting from HOME assistance were non-white. In summary, it appears
affirmative marketing has been successful in reaching out to Duluth’s households of
color, which make up approximately 9-10% of the population.

Outreach to Minority and Women Owned Businesses

City agreements with housing agencies that rehab or develop new housing require
outreach to minority and women owned businesses. One Roof and the HRA/HRC
maintain lists of qualified bidders for rehab and construction projects that include MBE
and WBE contacts for notification. The bid process allows the agencies to contract with
MBE and WBE businesses if they are within 10% of the lowest bid.

Emergency Solutions Grant Program

Since 1988, Duluth has annually funded the operation of emergency shelter and
transitional housing facilities through HUD's Emergency Solutions Grant (ESG) Program.
The HEARTH Act, enacted in 2009, reauthorized and amended the McKinney-Vento
Homeless Assistance Act with significant changes to many of its programs, including
ESG. Among those changes is a greater focus on prevention and rapid re-housing. In
2011 and 2012, the city received the regular ESG formula funding allocation in the
amount of $125,000. In addition, the City received an additional allocation of HEARTH
Act ESG (HESG) funds in the amount of $142,855, which became available in
September 2012. Through a collaborative process under the Continuum of Care, it was
determined that the additional HESG funds (both in Duluth and St. Louis County) would
be used for a ‘flex’ fund that would provide cash assistance for rents, deposits, utilities
and rent/utility arrears in association with ESG rapid re-housing and prevention
activities. After a lengthy process to determine an agency to carry out the program
services for the ESG Flex Fund (payments to landlord and utility companies, inspections,
etc.) the Housing and Redevelopment Authority of Duluth was selected in 2013. In
addition, protocols and procedures for operating the Flex Fund, such as targeting,
maximum rents, length of assistance, and other program operations, were developed in
2013 by the ESG service providers and Community Development staff. Agencies that



access flex funds to help homeless and at-risk households gain and maintain housing
and housing stability include Duluth’s three emergency shelters CHUM, Safe Haven and
AICHO, Life House—Duluth’s primary system entry point for homeless and at-risk youth
and Salvation Army who is also a system entry point for homeless families and singles.

MACV has not, and does not intend to access the ESG Flex Fund because they receive
rapid rehousing and prevention assistance funds through the Veteran’s Administration
Support Services for Veteran Families.

The following is the allocation of 2014 ESG funds, which included 60% of the hold
harmless amount for shelter operations:

2014 ESG Projects Allocation
CHUM Emergency Shelter and Safe Haven Shelter $37,640
Center City Housing Supportive Housing Program $28,000
Salvation Army Family Transitional Housing $16,710
AICHO Shelter & Transitional Housing for Native Americans $ 7,200
MN Assistance Council for Veterans Transitional Housing $15,000
Housing & Redevelopment Authority (Flex Fund) $61,513
Wilder Foundation (HMIS Administration & Reporting) $4,000

During the 2014 program year, CHUM family shelter expanded their family shelter units
when the Steve O’'Neil Permanent Supportive Housing project was completed. Six of
the fifty-four units are designated family shelter units. CHUM provides the supportive
services for all the PSH units in addition to the family shelter units. Both Safe Haven
and the American Indian Community Housing Organization (AICHO) provide emergency
shelter for single women and women with children experiencing domestic violence.
AICHO’s Dabinool’gan shelter targets a population that is primarily Native American.
Salvation Army targets their transitional housing units to families with four of them
targeted to women with children exiting treatment facilities. Thirteen of the Center City
Housing units are targeted for youth with supportive services provided by Life House.
Life House’s programming is targeted to homeless and at-risk youth. The Minnesota
Assistance Council for Veterans provides veteran targeted transitional housing.

In addition to shelter and transitional housing, ESG subrecipients have been providing
prevention and rapid re-housing assistance. In 2014, homeless service providers, city
and county planning staff and the CoC coordinator began working together to design a
rapid re-housing (RRH) program that integrates RRH activities funded through ESG, CoC
and state Family Homeless Prevention and Assistance Programs (FHPAP). City and
county staff meet weekly with rapid re-housing provider staff to review requests for
rental assistance and allocate funds based on need and move in readiness. The ci