
 
City Council Work Session 

Tuesday, December 3, 2024 at 6:00 PM  

Public Meeting Room 

AGENDA 
  

    
1. Call to Order 
    
2. Items for Discussion 
 A. 2025 Budget Discussion 
 1. Overview of the 2025 Economic Development Authority Budget 
 2. Overview of the 2025 Housing & Redevelopment Authority Budget 
 3. Proposed Reductions to 2025 Final Tax Levy 
 B. Amending Spend Plan for Small Cities Development Program (SCDP) Program Income 
    
3. Future Discussion 
    
4. Adjournment 
 
(The Council may meet as a group for dinner) 
 

Please contact the City Administrator’s Office if you need special accommodations while attending this 
meeting. 
 
Para pedir este documento en otro idioma, envíe un correo electrónico y adjunte el documento a 
accessibility@faribault.org. 
 
Si aad u codsato dukumeentigan oo ku qoran luqad kale, fadlan e-mail u soo dir oo ku soo lifaaq dukumiintiga 
accessibility@faribault.org. 
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Council Work Session Memorandum 

 
TO: Mayor and City Council 
THROUGH: Jessica Kinser, City Administrator 
FROM:  
MEETING DATE: December 3, 2024  
SUBJECT: 2025 Budget Discussion  
 
Discussion: 
 
 
Attachments:  
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Council Work Session Memorandum 

 
TO: Mayor and City Council 
THROUGH: David Wanberg, CED Director; Jessica Kinser, City 

Administrator 
FROM: Robert Harris III, Economic Development 

Coordinator  
MEETING DATE: December 3, 2024  
SUBJECT: Overview of the 2025 Economic Development 

Authority Budget  
 
Discussion: 
Summary of Revenues and Expenses 

The Economic Development Authority (EDA) has prepared its 2025 budget 
with the following highlights: 

Revenues 

• Tax Levy: $408,089 

• Application Fees: $2,500 

• Interest on Investments: $29,360 

Total Estimated Revenues: $439,949 

 

Expenses 

• Total Estimated Expenses: $865,265 
o Program Fund: $650,000 (aligned with strategic priorities) 

o Operating Expenses: $215,265 

 

Net Budget Position: To bridge the gap between revenues and expenses, 
the EDA will rely on fund reserves and prudent financial management. The 
estimated end of year fund balance is $666,658.40.  

 

Breakdown of Expenses 
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Program Fund ($650,000) 

This allocation supports the EDA’s strategic priority areas: 

1. Gateway Corridors: Enhancing entry points into Faribault to attract 
development and improve community perception. 

2. Available Land: Securing and preparing land for development to 
meet future growth demands. 

3. Regionalism: Strengthening partnerships within the region to 
promote economic opportunities. 

4. Workforce & Data Analysis: Supporting initiatives to address 
workforce needs and leveraging data for informed decision-making. 

5. Small Business Assistance: Providing loans, grants, and technical 
assistance to support local entrepreneurs. 

 

Operating Expenses ($215,265) 

Operating expenses cover essential functions and services: 

• Legal Fees: $25,000, A significant portion is associated with Tax 
Increment Financing (TIF), abatement, and loan applications. 

• Expert & Professional Services: $90,700 
o This category includes contracting for: 

▪ Main Street Program: In partnership with the Faribault 
Area Chamber of Commerce. 

▪ Ehlers Consulting Services: For TIF and abatement 
projections. 

▪ Consulting Needs: Such as feasibility studies and data 
analytics. 

• Marketing and Advertising: $45,000 
o Includes a $10,000 sponsorship to the Minnesota Real Estate 

Journal. 

o Covers print and digital marketing initiatives to promote 
Faribault as a development destination. 

• Training and Education: $10,000, allocated for registration fees 
for meetings and conferences. 

• Travel Expenses: $10,000, covering costs associated with 
attending events, meetings, and conferences. 
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Strategic Planning and Future Direction 

The EDA has embarked on a strategic planning process aimed at: 

1. Refining and potentially redefining priority areas to align with 
emerging opportunities and challenges. 

2. Developing a stronger approach to data collection and evaluation to 
measure the effectiveness of initiatives and guide resource 
allocation. 

3. Ensuring that the budget aligns with long-term economic 
development goals for the community. 

Conclusion 

The 2025 EDA budget reflects a strategic and balanced approach to 
fostering economic development in Faribault. While the programs fund 
constitutes the largest expense category, it underscores the EDA’s 
commitment to advancing its key priorities. Without dedicated economic 
development staff for a period of time, EDA has expended few program 
funds over the last two years. In 2025, EDA would like to be aggressive in 
advancing key programming areas. Operating expenses are carefully 
managed to support necessary legal, professional, and marketing services. 

The ongoing strategic planning process will further refine the EDA’s focus, 
ensuring resources are utilized effectively to drive meaningful economic 
development outcomes.  

  
 
Attachments:  
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Council Work Session Memorandum 

 
TO: Mayor and City Council 
THROUGH: David Wanberg, CED Director and Jessica Kinser, 

City Administrator 
FROM: Thomas Furman, Executive Director of the HRA of 

Faribault MN  
MEETING DATE: December 3, 2024  
SUBJECT: Overview of the 2025 Housing & Redevelopment 

Authority Budget  
 
Discussion: 
Summary of Revenues and Expenses 
The Housing & Redevelopment Authority (HRA) has prepared its 2025 
budget with the following highlights: 
 
Tax Levy: $416,418 
Interest and other income: $12,390 
Total Revenues: $428,808 
 
Expenses 

• Total Estimated Expenses: $581,764 

 
Narrative: The HRA’s work program and budget invest in strengthening 
our community.  The HRA proposes to use a portion of its reserves to fund 
its work program.  Most expenditures relate to the following special 
programs that will benefit the community: 
 
Breakdown of Special Funds: $332,000 

• Emergency Shelter Funding: $2,000 
• Mobile Home Heat Tape: $10,000 
• Corridor Rehab ("fix up") Program: $50,000 
• Mobile Home rehabilitation Initiative: $60,000 
• Downtown Rehab Program: $100,000 
• Down payment / First-time homebuyer assistance: $90,000 
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This allocation emphasizes the importance of making housing a priority 
within our community. 

1. Emergency Shelter Funding: Providing Emergency vouchers to 
people who need them most, especially in winter, administered by 
Community Action Center. 

2. Mobile Home Heat Tape: Preventing water pipes from freezing in 
mobile homes. Administered by Healthy Community Initiative. 

3. Corridor Rehab ("fix up") Program: Strengthening regional 
partnerships to promote economic opportunities. 

4. Mobile Home Rehabilitation Initiative: Administered through 
Growing Up Healthy and HCI. 

5. Downtown Rehab Program: Working with the EDA as we continue 
to build synergy between housing and economic development. 

6. Down Payment / First-time Home Buyer Assistance: For 
moderate to low-income households, but we are still hammering out 
the final details of the program  

  
Strategic Planning and Future Direction 
The HRA is looking to bolster current successful programs and create new 
programs in our community that will help all residents. We also expect to 
work closely with the County HRA and other HRAs in our region to alleviate 
some of the bigger challenges we currently see in our communities. 
 
The HRA also plans to continue working with the EDA in teaming up to help 
several areas within Faribault. The HRA has great potential for 
collaboration in new initiatives and creative endeavors. 
 
Conclusion 
The 2025 HRA budget reflects a need to continue investing in our 
community through addressing the housing needs of all current residents 
and attracting new residents into our city. The HRA's fiscally responsible 
use of the tax levy will serve as growth driver for the future.  
 
Attachments:  
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Council Work Session Memorandum 

 
TO: Mayor and City Council 
THROUGH: Jessica Kinser, City Administrator 
FROM:  
MEETING DATE: December 3, 2024  
SUBJECT: Proposed Reductions to 2025 Final Tax Levy  
 
Discussion: 
There are a few items that directly impact the final tax levy, which will be 
voted on by the City Council, following the Truth In Taxation hearing to be 
held on December 10th.  These are difficult to discuss individually, so I 
have grouped this together to talk in more detail about where the tax levy 
stands and where there are changes to be made. 
 
Change to Preliminary Levy 
The preliminary tax levy went down 0.1% without the Council taking any 
action or any changes.  In the final check-in with the County regarding 
market value and taxable value, there was an increase, which I believe is 
abnormal for this time in the process.  Should nothing else change, a 
14.57% increase would move forward. 
 
Community & Economic Development 
With wage adjustments, the property tax asking is $338 higher than what 
is needed.  However, we know that 2024 is going to have a deficit, so I 
have not made any changes to the property tax request of $450,704. 
 
Debt 
The preliminary tax levy includes $80,000 as interest for a capital 
equipment loan.  Now is the time to finalize these details in order to bring 
forward a resolution to the December 10th meeting, assuming this is an 
internal loan of $1.6 million.  The items included in this are the capital 
items in fund 431 with no other funding source and the 2023 purchase of 
a Rosenbauer fire truck for $818,075.  As you will recall, we discussed an 
internal loan that would total $1.6 million and would be repaid over 9 years, 
with there being an interest-only payment as part of the 2025 tax 
levy.  The proposed interest was 5%. 
 
Through the 2025 budget work sessions, we discussed how the utility funds 
are not able to handle an internal loan of $1.6 million.  The General Fund 
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is able to handle an internal loan of this amount, and is the recommended 
source to keep this as an internal loan.  If using the General Fund, the 
inclusion of an interest rate is less of a concern as the funds are for the 
general use of the City versus a utility fund that is specifically 
designated.  If looking to charge an interest rate based on the market 
rates, it would be 4.6% based on the City's 4M investment account 7-day 
rate.  Attached with this memo is the following: 

• Original amortization schedule (no change to tax levy) 
• 4.6% interest schedule (0.06% change to tax levy) 
• Zero interest schedule (0.6% change to tax levy) 

 
I will have the models live to consider other scenarios and make changes 
as part of the final discussion. 
 
General Fund 
The General Fund review has been complicated, mostly due to the Excel 
file used to calculate wages having some errors that were fairly 
significant.  Specifically, there was a vacant Police Officer position missing, 
the City Administrator wages were being calculated off of 1,540 hours and 
not 2,080 hours, and a number of summing errors.  When all of these were 
taken into account following employee open enrollment, allocation of the 
annual maintenance fees for Tyler ($162,000), and other minor 
adjustments, there was approximately $60,000 more needed in revenue 
over the preliminary levy.  We worked through this by having departments 
do one final review for changes since September and by reducing the 
Contingency line item (101-49200-410-48100 on page 61 of the attached 
General Fund report).  This gets the budget back to the point where it was 
when presented in September to the City Council. 
 
The City Council has a decision to make regarding the use of local 
government aid (LGA).  There is $440,000 which was not included as part 
of the preliminary tax levy calculation due to the uncertainty of wages, 
benefits and other expenses over the last three months.  There are some 
possible expenses for the Council to consider in 2025, where leaving some 
funds aside would allow for the ability to consider these opportunities in 
2025.  Specifically, we know that Minnesota Housing will make matching 
funds available for local housing trust funds, up to $150,000.  We have 
had preliminary discussions about community pride, inclusivity and 
engagement and presented low dollar ways to try and make an impact, 
but some funding could be necessary to move things forward in 2025. 
 
As you consider all of this, I wanted to provide a few scenarios only for the 
General Fund, which are not exclusive of any debt service changes you 
would consider. 

• Apply $440,000 (3.65% decrease to the taxy levy) 
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• Apply $290,000 (2.41% decrease to the tax levy) 

 
Looking at the scenarios above, selecting to go interest free and to use all 
LGA would result in the tax levy dropping to 10.32% from 14.57%.   
 
Fund Balance 
Given the stage of the budget process, I do not recommend any 
expenditure reductions beyond what departments have already included in 
the 2025 Proposed budget or any personnel changes.  Questions have 
come up related to the use of fund balance in the General Fund for 2025 
to help work through the higher tax levy.  There is an analysis of the fund 
balance calculations based on 2025 proposed and 2026 projected 
expenditures, calculating the 2024 and 2025 fund balances.  If the Council 
pursues the internal loan from the General Fund, the $1.6 million is no 
longer considered unrestricted/unassigned and will reduce the fund 
balance to the lower limits of the policy of maintaining 35-50% of next 
year's expenditures. 
 
Generally speaking, using $1 million in fund balance will decrease the tax 
levy by 8.31%, but it would also take the percentage to 33% or under the 
policy.  Utilizing $500,000 would reduce the tax levy by 4.15% and would 
maintain the minimum 35%.  Please note that these calculations are not 
in addition to any other reductions or changes proposed. 
 
The fund balance history for the City of Faribault has typically been at a 
level of greater than 50%, which resulted in the dollars above 50% being 
allocated out to capital funds for future purchases/projects.  While this did 
not occur with the 2023 calculation, the Council should consider what part 
of the range of 35-50% fund balance this figure should fall each year.  To 
get back to a 50% fund balance, there will likely need to be a future tax 
levy to achieve that number unless a year results in a significant surplus. 
------------------- 
 
I will have all the files open and ready to discuss any scenarios and the 
changes to the tax levy.  The goal for the meeting is to come away with a 
proposed tax levy for the December 10th meeting that is agreeable to the 
Mayor and City Council.  
  
 
Attachments: 
1. Preliminary Levy 2025 
2. Capital Equipment Loan Scenarios 
3. 2025 Fund 101 
4. 11.26.24 Fund Balance Projections 
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9/10/24
CITY OF FARIBAULT

2025 Tax Levy
2

Preliminary
Tax Years Payable 2021 2022 2023 2024 2025 Change

Taxable Market Value 1,554,252,000 1,661,037,400 1,952,217,600 2,154,605,500 2,236,590,300 3.81%
Tax Capacity:
  Gross Tax Capacity 19,538,157 20,686,820 23,879,474 26,199,879 26,673,803 1.81%
  Less: Captured Tax Increment (208,810)         (254,980)         (305,930)         (448,837)            (570,798)            27.17%

Net Tax Capacity 19,329,347 20,431,840 23,573,544 25,751,042 26,103,005 1.37%

2024 2025
  General (101) 8,134,852       8,675,211       9,255,408       10,220,851        11,680,460        1,459,609     

LGA One Time Tyler in 2024
  Airport (225) 20,000            10,000            - - - - 
  Community Development (240) 264,602          198,451          132,300          66,149 409,274             343,125        

CED Shortfall 2023 53,757 53,757          
CED Shortfall 2024 - - 

  Tax Abatement Projects (239) 354,939          426,275          401,976          409,651             237,133             (172,518)      

Property Tax Levy 8,774,393       9,309,937       9,789,684       10,696,651        12,380,624        1,683,973     

  Special PERA Levy (101) 12,544            12,544            12,544            12,544 12,544 - 
  Bond Principal & Interest (300's) 1,375,329       1,236,597       1,382,104       1,323,410          1,405,405          81,995          

Net Tax Levy (Actual Levy) 10,162,266     10,559,078     11,184,332     12,032,605        13,798,573        14.68%

    HRA (280) 295,900          309,820          328,850          380,253             416,418             36,165          

    EDA (290) 289,982          303,623          322,273          372,648             408,089             35,441          

Total Tax Rate Special Levies 0.0303            0.0300            0.0276            0.0292               0.0316               0.0804          

Net Tax Levy - All City Levies 10,748,148     11,172,521     11,835,455     12,785,506        14,623,080        

Local Government Aid (LGA) 5,988,340       6,029,788       6,102,837       6,972,221          6,982,826          0.15%
Local Government Aid Change 88,053            41,448            114,497          942,433             10,605 

MARKET AND TAX CAPACITY VALUES

Operating Tax Levies

Special Tax Levies

PRELIM
IN

ARY
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 2025 Equipment Loan
Preliminary Tax Levy

Annual Interest Rate 5%
Loan Term 8
# of Payments/Year 2
Loan Amount 1,600,000        
Start of Loan

Period Payment Date Payment Interest Principal Balance Taxy Levy
6/1/2025 ($40,000) ($40,000) $0 $1,600,000

12/1/2025 ($40,000) ($40,000) $0 $1,600,000 $80,000 2025
1 6/1/2026 ($122,558) ($40,000) ($82,558) $1,517,442
2 12/1/2026 ($122,558) ($37,936) ($84,622) $1,432,819 $245,117 2026
3 6/1/2027 ($122,558) ($35,820) ($86,738) $1,346,081
4 12/1/2027 ($122,558) ($33,652) ($88,906) $1,257,175 $245,117 2027
5 6/1/2028 ($122,558) ($31,429) ($91,129) $1,166,046
6 12/1/2028 ($122,558) ($29,151) ($93,407) $1,072,639 $245,117 2028
7 6/1/2029 ($122,558) ($26,816) ($95,742) $976,896
8 12/1/2029 ($122,558) ($24,422) ($98,136) $878,760 $245,117 2029
9 6/1/2030 ($122,558) ($21,969) ($100,589) $778,171

10 12/1/2030 ($122,558) ($19,454) ($103,104) $675,067 $245,117 2030
11 6/1/2031 ($122,558) ($16,877) ($105,682) $569,385
12 12/1/2031 ($122,558) ($14,235) ($108,324) $461,061 $245,117 2031
13 6/1/2032 ($122,558) ($11,527) ($111,032) $350,030
14 12/1/2032 ($122,558) ($8,751) ($113,808) $236,222 $245,117 2032
15 6/1/2033 ($122,558) ($5,906) ($116,653) $119,569
16 12/1/2033 ($122,558) ($2,989) ($119,569) $0 $245,117 2033

($1,795,817.34) ($440,934.11) ($1,600,000.00)
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 4.6% Interest Rate

Annual Interest Rate 4.6%
Loan Term 8
# of Payments/Year 2
Loan Amount 1,600,000        
Start of Loan

Period Payment Date Payment Interest Principal Balance Taxy Levy
6/1/2025 ($36,800) ($36,800) $0 $1,600,000

12/1/2025 ($36,800) ($36,800) $0 $1,600,000 $73,600 2025
1 6/1/2026 ($120,659) ($36,800) ($83,859) $1,516,141
2 12/1/2026 ($120,659) ($34,871) ($85,788) $1,430,353 $241,318 2026
3 6/1/2027 ($120,659) ($32,898) ($87,761) $1,342,593
4 12/1/2027 ($120,659) ($30,880) ($89,779) $1,252,813 $241,318 2027
5 6/1/2028 ($120,659) ($28,815) ($91,844) $1,160,969
6 12/1/2028 ($120,659) ($26,702) ($93,957) $1,067,012 $241,318 2028
7 6/1/2029 ($120,659) ($24,541) ($96,118) $970,895
8 12/1/2029 ($120,659) ($22,331) ($98,328) $872,566 $241,318 2029
9 6/1/2030 ($120,659) ($20,069) ($100,590) $771,976

10 12/1/2030 ($120,659) ($17,755) ($102,903) $669,073 $241,318 2030
11 6/1/2031 ($120,659) ($15,389) ($105,270) $563,803
12 12/1/2031 ($120,659) ($12,967) ($107,691) $456,111 $241,318 2031
13 6/1/2032 ($120,659) ($10,491) ($110,168) $345,943
14 12/1/2032 ($120,659) ($7,957) ($112,702) $233,241 $241,318 2032
15 6/1/2033 ($120,659) ($5,365) ($115,294) $117,946
16 12/1/2033 ($120,659) ($2,713) ($117,946) ($0) $241,318 2033

($1,762,825.14) ($404,143.02) ($1,600,000.00)
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No Interest Loan

Annual Interest Rate 0%
Loan Term 8
# of Payments/Year 2
Loan Amount 1,600,000        
Start of Loan

Period Payment Date Payment Interest Principal Balance Taxy Levy
6/1/2025 $0 $0 $0 $1,600,000

12/1/2025 $0 $0 $0 $1,600,000 $0 2025
1 6/1/2026 ($100,000) $0 ($100,000) $1,500,000
2 12/1/2026 ($100,000) $0 ($100,000) $1,400,000 $200,000 2026
3 6/1/2027 ($100,000) $0 ($100,000) $1,300,000
4 12/1/2027 ($100,000) $0 ($100,000) $1,200,000 $200,000 2027
5 6/1/2028 ($100,000) $0 ($100,000) $1,100,000
6 12/1/2028 ($100,000) $0 ($100,000) $1,000,000 $200,000 2028
7 6/1/2029 ($100,000) $0 ($100,000) $900,000
8 12/1/2029 ($100,000) $0 ($100,000) $800,000 $200,000 2029
9 6/1/2030 ($100,000) $0 ($100,000) $700,000

10 12/1/2030 ($100,000) $0 ($100,000) $600,000 $200,000 2030
11 6/1/2031 ($100,000) $0 ($100,000) $500,000
12 12/1/2031 ($100,000) $0 ($100,000) $400,000 $200,000 2031
13 6/1/2032 ($100,000) $0 ($100,000) $300,000
14 12/1/2032 ($100,000) $0 ($100,000) $200,000 $200,000 2032
15 6/1/2033 ($100,000) $0 ($100,000) $100,000
16 12/1/2033 ($100,000) $0 ($100,000) $0 $200,000 2033

($1,400,000.00) $0.00 ($1,600,000.00)
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Budget 2025
Fund Balance Policy Projections

2023 Actual 2024 Projected 2025 Projected

Fund Balance 10,299,515$     10,299,515$     8,699,515$       

Next Yr Expenditures 20,874,705$     22,855,188$     23,540,844$     
(2024 Budget) (2025 Budget) (2026 Budget)

Fund Balance % 49% 45% 37%

Assumptions:
-Assumes no surplus or deficit from 2024
-Assumes a $1.6 million capital loan in 2025 from fund balance
-Assumes a 3% increase in the 2026 expenditures from 2025 GF proposed expenditures
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Council Work Session Memorandum 

 
TO: Mayor and City Council 
THROUGH: David Wanberg, CED Director; Jessica Kinser, City 

Administrator 
FROM: Robert Harris III, Economic Development 

Coordinator  
MEETING DATE: December 3, 2024  
SUBJECT: Amending Spend Plan for Small Cities 

Development Program (SCDP) Program Income  
 
Discussion: 
The City received a notification from the Minnesota Department of 
Employment and Economic Development (DEED) regarding the non-use of 
program income from the Small Cities Development Program (SCDP). 
DEED has requested a response regarding the City’s plans for these funds 
in short order. We have requested time to discuss this matter with the City 
Council at the December 3rd work session, as it aligns with our next 
regularly scheduled meeting. 

It is important to note that the letter from DEED references an amount 
higher than what the City currently holds in this account. This discrepancy 
has been clarified with DEED. A summary of the available funds and their 
classifications is provided below, along with an overview of staff’s 
recommendation for utilizing these funds to address a local infrastructure 
need. 

Current Balance of SCDP Fund: 

• Total Balance: $443,349 

• Local Dollars (Non-HUD Funds): $112,742 
o These funds have been co-mingled with SCDP program 

income. Revenues less than $35,000 in any given year 
transitioned to local dollars, granting the City full discretion 
over their use. 

• Program Income (HUD-Regulated): $330,607 
o These funds require a spend plan amendment approved by 

DEED for their use. 

Staff Recommendation: 
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Staff proposes utilizing the SCDP funds to support the conversion of 
downtown streetlights to LED lighting. This project addresses a critical local 
need—ensuring a safe and energy-efficient downtown environment 
following Minnesota’s statewide ban on fluorescent lighting. The estimated 
cost for the retrofitting project is $411,000; however, this estimate will 
need to be updated. 

Key considerations for this project include: 

1. Spend Plan Amendment: 
o The use of $330,607 in program income requires an 

amendment to the existing SCDP spend plan. This amendment 
must be submitted to and approved by DEED. 

2. Environmental Review: 
o The project requires a categorically excluded subject to 58.5 

environmental review. 

3. Regulatory Compliance: 
o The project must comply with Buy America Build America 

(BABA) regulations, which mandate the use of domestically 
produced materials and components for infrastructure 
projects. 

4. Funding Allocation: 
o The $112,742 in local dollars can be used without DEED or HUD 

approval, offering flexibility in initiating the project while 
awaiting formal approval of the spend plan amendment. 

Rationale for LED Streetlight Conversion: 

• Safety: Enhanced lighting will contribute to public safety by 
providing consistent and reliable illumination in the downtown area. 

• Energy Efficiency: LED lighting reduces energy consumption and 
operational costs compared to traditional fluorescent lighting. 

• Regulatory Compliance: The conversion addresses the State of 
Minnesota’s ban on fluorescent lighting, mitigating potential 
disruptions or non-compliance issues. 

• Unfunded Local Need: Currently, there is no other identified 
funding source for this essential project. 

 
 
Attachments: 
1. City of Faribault_Morrison PI Letter 
2. SCDP PI Fact Sheet 
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Minnesota Department of Employment and Economic Development 

Great Northern Building, 12th Floor, 180 East Fifth Street 
St. Paul, MN 55101 

mn.gov/deed 
 

November 19, 2024 
 
Jessica Kinser, City Administrator 
City of Faribault  
208 1st Avenue NW 
Faribault, MN 55021 
 
Re: Small Cities Development Program (SCDP) Program Income 
 
Dear Jessica, 
 
I am writing to inform you of an important action required by U.S. Department of Housing and Urban Development 
(HUD), the funders in relation to the recent monitoring of the Department of Employment and Economic Development 
DEED) Small Cities Development Program (SCDP). It has come to our attention that there are compliance issues related 
to program income (PI) held by units of general local government (UGLG). 
 
HUD’s finding indicated that some UGLGs have not been effectively utilizing their PI, which is critical for the ongoing 
success and accountability of the program. Timely spending of PI is essential to ensure that federal requirements and 
the needs of the Greater Minnesota communities are met. Currently, the Small Cities records shows that the City of 
Faribault/Morristown has a PI balance of $ 604,724. 
 
To address this matter, strategies have been developed to ensure compliance. Listed below are 3 options to utilize 
accumulated SCDP PI: 
 

1. Retaining PI for future eligible SCDP activities or 
2. Establishing a revolving loan fund or 
3. Returning PI funds to DEED 

 
The enclosed Program Income Fact Sheet provides detailed information on these three options. 
 
To ensure no delays in meeting compliance, please submit a formal letter by December 3, 2024 with your intended PI 
option choice. Should you require any assistance or clarification regarding the PI options listed above, please feel free to 
contact me at Natasha.Kukowski@state.mn.us or at (651) 259-7425. 
 
I look forward to your timely response and continual partnership. 
 
Sincerely, 
 
 
Natasha D. Kukowski 
State Program Admin Director – Small Cities Unit 
 
Enclosure
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Definition of Program Income 

Program income is defined as any gross income of $35,000 or more received by a unit of general local 
government (UGLG) in the federal fiscal year (October 1 to September 31) generated from the use of the Small 
Cities Development Program (SCDP) through the Community Development Block Grant (CDBG) funds, 
regardless of when the CDBG funds were awarded or whether the activity has been closed out.  
 
 Typical sources of program income may include: 

• loan repayments (with interest, if applicable). 
• proceeds from the sale of property in which SCDP funds were used. 
• interest earned on the Program Income itself. 
• Refer to HUD regulation 24 CFR 570.489 (e) for a full list of potential Program Income sources. 

 
If the total income received is more than $35,000 in a federal fiscal year, the full amount received is considered 
PI and can be retained by the UGLG or returned to DEED.  
 
If the total income is less than $35,000, then those funds are considered miscellaneous revenue and may be 
retained by the UGLG and moved to its general account. This transfer can only occur at the end of a federal 
fiscal year.  
 
All revolving loan fund (RLF) income are considered program income regardless of the amount received 
annually, and are not eligible for this exclusion. 
 
 
Program Income (PI) – Idle Accounts  
 
PI held in a Reuse Account cannot be held in perpetuity. If PI within these accounts is stagnant, it will meet the 
definition of an Idle Account.  An Idle Account occurs when the UGLGs: 

• did not identify an eligible project during a 12-month period or more. 
• did not have any accomplishments during a 12-month period or more. 
• funds have been awarded but not disbursed within 12 months of the award date. For example - a failed 

project. 
 

Funds held in an Idle Account must be returned in a timely manner within 60 days after the federal fiscal year end. 
UGLGs are encouraged to consult with the SCDP Representative regarding reasonable balances or the UGLG will not be 
considered in “good standing”, including ineligible to apply for future SCDP grants.  
 
 
Amending Reuse Plan 

 
If UGLG determines a need to amend their PI Reuse plan, the SCDP Representative should be contacted with 

Small Cities Development Program  
Program Income (PI) Fact Sheet 
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the proposed changes. The UGLG must submit an amendment request with the following items to DEED: 
 

• Reason for the change of the PI Reuse plan, 
• Certification of approval by the local governing body (meeting minutes)  
• Copy of the proposed PI Reuse plan 
• Expanded activities must include eligible SCDP activities and a national objective 
• Subject to all cross-cutting federal requirements. 

 
DEED will notify the UGLG of the results of the PI Reuse Plan amended request. Amended PI Reuse Plan must 
receive approval prior to implementation.  

 
 
OPTIONS FOR RECAPTURED PI 
 
UGLG has the following options for utilizing accumulated SCDP PI.  

1. Retaining PI for SCDP eligible activities or 
2. Establishing a revolving loan fund or 
3. Returning PI funds to DEED 

 
 
1. Retaining PI by UGLG to continue the same SCDP eligible activities 

To retain PI, the UGLG must establish a SCDP PI Account and adopt a PI Reuse Plan approved by DEED 
that includes: 

• a detailed Reuse PI plan for eligible activities consistent with continuing the same original project activity 
PI was generated from;. 

• A Certification that UGLGs will comply with the PI Reuse Plan including, but not be limited to the 
following: 

o PI funds are federal and subject to all applicable State and Federal regulations; 
o Complete the proper resolution, public hearings, and environmental review and other cross 

cutting requirements; 
o Funds must be used to benefit the residents of the community that previously received the initial 

SCDP Grant. The funds cannot be provided to any other programs that would assist other 
communities; 

o All projects must consist of activities that meet a CDBG National Objective. 

At any time, the UGLG will have the option to discontinue the PI Reuse Plan and return PI funds to DEED. 
 
2. Revolving Loan Fund  

Revolving Loan Fund PI is defined as repayment of SCDP funds received from borrowers, including the 
principal and any interest earned, regardless of the amount collected as part of an established revolving loan 
fund. 
 
If an UGLG administers a revolving loan funds for specific activities in line with 24 CFR 570.489(f)(1), the local 
revolving fund balances must be held in an interest-bearing account in accordance with 24 CFR 570.500(b). 
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Revolving Loan Fund PI collected by grantees should only be maintained in a revolving loan fund account for a 
short period of time before they are awarded back out to new applicants. UGLGs must ensure any revolving 
loan fund held are revolved for the account to be considered active by DEED.  
 
UGLGs who do not forgive loans issued will continue to generate program income and must continue to report 
on in perpetuity on each loan made as the threshold of $35,000 do not apply to revolving loan funds. 
 
3. Returning PI To DEED 

DEED may recapture PI from an UGLG if there is not an approved PI Re-Use Plan.  
Funds may only be returned by the UGLG, and not by any subrecipient or beneficiary.  
 

The process for returning program income funds includes: 
 

• Cover letter with SCDP grant number that originated the funds and the PI funds being returned, and  
• Check made payable to the “Minnesota Department of Employment and Economic Development”. 
• Mail cover letter and check to: 

Minnesota Department of Employment and Economic Development (DEED) 
Great Northern Building 
180 East Fifth Street, Suite 1200,  
St. Paul, MN 55101 
Attention: Natasha Kukowski, Small Cities Unit (PI) 
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Small Cities Development Program projects must comply with fair housing.  

 

Small Cities Development Program (SCDP) 
 

Natasha Kukowski – SCDP Director 
Natasha.kukowski@state.mn.us 

(651) 259-7425 
 

Small Cities Reps Regions 

Region Reps Name 

 
1, 2, 3, 4 & 7W  

Christian Nordeng     651-259-7455     
Christian.nordeng@state.mn.us 

 
5, 9, 10 & 11 
 

Zachary Klehr              651-259-7460 
Zachary.klehr@state.mn.us 

 
6E, 6E, 7E & 8  

Christine Hartert        651-259-7461 
Christine.hartert@state.mn.us 
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