
Small Cities Development Grant Program

How It Works

Th is program provides federal  gran ts from the U.S. Depar tment  of Hou sing &  Urban
Development  (HUD) to local un its of government  on a compet i t ive basis for  a var iety of
community development  projects.  In  Minnesota, the program is del ivered th rough the
Department of Employment & Economic Development (DEED).

Eligible Applicants

Who can apply?  Cit ies and townships with  popu lat ions under  50,000 and count ies with
popu lat ions under  200,000.  Indian t r ibal governments, which can receive funds direct ly
from HUD, are not eligible for this program.

Minimum Requirements

Proposed projects must meet one of three national objectives:

1.  Benefit to low-and-moderate income persons; or,

2.  Elimination of slum and blight conditions; or,

3.  Elimination of an urgent threat to public health or safety.

In  addit ion, proposed project  act ivit ies must  be eligible for  funding, project  need must  be
documented, and the general public must be involved in the application preparation.

Eligible Projects

Rules for the program in Minnesota subdivide grant funds into three general categories:

1.  Housing Grants.  Small  Cit ies Development  Program (SCDP) funds are granted to a
local government  which, in  tu rn , makes funds available for  the pu rpose of rehabil i-
tat ing local housing stock .  Funds may be used for  owner -occupied, rental, single-
family or  mu lt iple family housing rehabi l i tat ion  and repair .  Financing agreements
may allow for  defer red payments or  immediate month ly payments.  In terest  rates may
vary, and loan  repayments are retained by gran tees for  the pu rpose of mak ing
addit ional rehabil i tat ion loans.  SCDP funds may also be used to assist  new housing
const ruct ion  projects.  Funds may also be used for  land acqu isi t ion , si te improve-
ments, in frast ructu re or  housing unit  construct ion.  In  all cases, housing funds must
benefit low-and-moderate income persons.



2.  Publ ic Faci l i t y Grants.  SCDP funds are granted for  wastewater  t reatment  projects,
inclu ding col lect ion  systems and t reatment  plan ts; fresh  water  projects, inclu ding
wel ls, water  towers, and dist r ibu t ion  systems; storm sewer  projects; flood con t rol
projects; and street projects.

3.  Comprehensive Gran ts.  Comprehensive projects frequ en t ly inclu de hou sing and
publ ic faci l i t y act ivi t ies descr ibed above.  In  addit ion , comprehensive projects may
inclu de an  economic development  act ivi ty, wh ich  consists of loans from the gran t
recipient  to businesses for  bu ilding renovat ion/ construct ion, pu rchase of equ ipment ,
or  work ing capital.  The most  common economic development  act ivi ty is rehabil i ta-
tion of local commercial districts.

Maximum Available

The maximum grant  award for  a Public Facil i ty or  Housing project  is $600,000. The max-
imum grant for a Comprehensive project is $1.4 million.

Competitiveness Issues

The Small Cit ies grant  program is h igh ly compet it ive.  In  the FYÕ2007 funding round, for
example, DEED invited 44 ou t  of 87 pre-applicants to submit  final grant  applicat ions.  40
ou t  of those 44 final applicat ions were approved.  21 ou t  of the 44 fu l l  applicat ions were
joint applications among multiple communities, townships, or a county.

In order for an application to compete well, itÕs important to address several issues:

1. Need.  Is there a ser ious and sign ificant  need for  the act ivit ies proposed in  the appli-
cation?  What problems need to be corrected?  Can the need be well-documented?

2. Impact .  How well do the act ivit ies proposed in  the applicat ion cor rect  the problems
or meet the needs that are present?

3. Cost -Effect iveness.  Are other  fu nding sou rces being tapped?  To what  exten t  are
other  funds (local, other  agencies, etc.) also par t icipat ing in  the project?  How much
financial capacity exists to support the project locally?

4. Tim ing.  Is t he project  vi r t u al ly Òready to go?Ó  Does more back grou nd work
(engineering, etc.) need to be done?  Is the application premature?

Timetable

The Small Cit ies program grant  program has undergone major  changes over  the last  year .
Ch ief among these is a two-stage pre-appl icat ion  and final  appl icat ion  process.  Pre-
applicat ions are due by October  4, 2007, with final applicat ions due by January 31, 2008.
Once fu nded, a project  t ypical ly lasts abou t  two years, depending on  i t s size and
complexity.

The above description is adapted from the Minnesota Department of Employment & Economic
DevelopmentÕs web site.  For more information, visit DEED atÉ

www.deed.state.mn.us


