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Minneapolis
City of Lakes

December 2014

LETTER OF TRANSMITTAL
Dear Residents of the City of Minneapolis:

Transmitted, herewith, please find the Fiscal Year 2014 Budget for the City
of Minneapolis for the period beginning January 1, 2014 and ending
December 31, 2014. The annual budget is a policy document which sets the
financial course for the City of Minneapolis and defines the service priorities
provided to the communities. Adopting and monitoring the budget is a key
role of the City Council. The budget process affords the City Council the
opportunity to balance the needs of the City against available resources.
The 2014 Adopted Budget is $1.238 billion, excluding transfers, and is
funded, in part, with a property tax levy that reflects a decrease of 1% in the
City's tax levy from 2013.

The various sections of this budget document provide detailed information
about the City and its finances. The Introduction section of the document .
includes the City’s Budget in Brief and an explanation of how to use the
remainder of the document. The City’s Strategic Planning efforts and
governing Financial Policies follow in their respective sections. The
Financial Overview section of this document provides details on the City’s
continued fiscal discipline and financial planning efforts. City’s future
success as depicted by the Five-Year financial direction and five-year
capital infrastructure and equipment programs can be found in the
subsequent Financial Plans and Capital Program sections.

Priorities and Issues

The city’s departments continue to prioritize their work based upon six major
goals as established by the City Council in 2010. These goals are: A Safe
Place to Call Home; Jobs and Economic Vitality; Eco-Focused; Livable
Communities/Health Lives; Many People-One Minneapolis; and A City that
Works. In their requests for continued and additional funding, the
departments are required to align each budget allocation request to a
specific City goal. The 2014 Adopted Budget continues to build upon these
goals by focusing on efforts to provide significant investments in public
safety, capital improvements, meeting long-term financial commitments and
reducing the City’s debt. Notable among these efforts are maintaining
staffing levels in the police and fire departments by providing transition-
funding for police cadets, Community Service Officers and fire cadets;
increased investment in the City’'s capital infrastructure program; the
implementation of a longer-term capital equipment plan to support City
services; fully funding internal services; supplementing resources to support
the economic growth and construction; and aligning costs with appropriate
funding streams.



Although the 2014’s adopted budget is structurally balanced, balancing the
budget over five years continues to be a challenge with significant financial
pressures such as declining support from the federal government, rising service
demands and a continued desire for reducing growth in property taxes. This
budget reflects a continued willingness to make difficult decisions in both the
short and long-term to address the City's financial challenges. Foreseeable
attrition/retirement in the police force and the fire fighters is an issue that this
budget sufficiently tackles by providing sufficient funding to maintain staffing
levels in those departments.

Short Term Financial Challenges

The City's short term financial challenges for 2014 are manageable due the
presence of longer-term financial planning. A 5.4% increase in city
department’s spending can be accommodated by utilizing an increase in Local
Government Aid (LGA) from the State of Minnesota of $12.0 million and
utilization of surplus funds in General Fund. Surplus funds are available to
provide for property tax relief due to prior year's fiscal restraint and growth in
the local economy resulting in increased non-property tax revenues.
Furthermore, the 2014 budget, for the first time in five years, does not project
growth in the cost of closed pension obligations from the prior year due to the
merging of the plans with the State of Minnesota’s multi-employer plan.

Long-Term Financial and Results Planning

The City's long-term financial planning policies enable proactive financial
management- matching our spending and revenue over the long term and
providing stability for Minneapolis residents and businesses. These financial
policies, and the strong work on linking resources to results through our Results
Minneapolis program, provide much better information upon which to base our
decisions. Future opportunities and challenges include the impacts of
rebounding property values and continued growth in the cost of providing basic
City services due to inflationary pressures and growth in the community.

We are pleased to present the Fiscal Year 2014 Adopted to the residents of the
City of Minneapolis at this time.

Sincerely,
RT Rybak Barbara J%nson Betsy Hodge
Mayor Council President Chair, Ways &

Means/Budget



Dear Minneapolis residents,

Every four years the City engages in strategic
planning to determine citywide goals and
strategic directions. In April 2010, the mayor
and the City Council articulated six citywide
goals. These goals guide the elected officials
during the budget process as they decide how
to allocate the City’s resources. While newly
elected officials may further refine the City’s
direction, the 2014 Budget was prepared with
the following goals as guidance.

People and businesses thrive in a safe and secure city

A world-class city and 21st century economic
powerhouse

Our built and natural environment adds
character to our city, enhances our health and
enriches our lives

Inclusiveness is a treasured asset; everyone’s
potential is tapped

Minneapolis is an internationally recognized
leader for a healthy environment and
sustainable future

Minneapolis is a model of fiscal responsibility,
technological innovation and values-based,
results-driven municipal government

These goals can be found in more detail on the
City’'s website at
www.minneapolismn.gov/results.

If you have questions about any of the material
presented in the Budget in Brief, please call 311 from
any landline or cell phone within Minneapolis city
limits.

* Population: 392,880

* Residential housing units: 177,309

* Residential neighborhoods: 81

* Homeownership rate: 50.4%

* Per capita personal income : $30,693

* Median household income : $47,478

* Accredited colleges and universities: 21
* Unemployment rate: 4.8%

* Median age: 31.4 years

* Land area: 58.4 square miles

2014 City of Minneapolis Budget in Brief

The 2014 Council Adopted Budget:

* s $1.238 billion, a 3.5 percent, or $41.6 million, increase from the 2013
adopted budget of $1.196 billion.

* Includes a 1 percent decrease in the property tax levy.

* Reflects a 3.5 percent reduction in levy from the existing tax policy (the 2014
levy was expected to increase by 2.5 percent).

* Maintains current service levels from 2013, despite inflationary and mandated
cost increases of $9.883 million.

* Provides transition funding for police cadets, community service officers and
fire cadets to maintain staffing levels following expected retirements.

* Enhances the STEP-UP and Urban Scholars programs to diversify our work force.
* Identifies current and future equipment needs to support City services.

* Plans for the City’s infrastructure needs by shifting base funding from
operations to capital as well as increasing maintenance funding.

* Supports economic growth in the city by supplementing resources for
planning, building permits and inspections.

Budget Process

June - August - Mayor developed and submitted recommended budget.
- Mayor met with department managers.

- Mayor reviewed budget proposals, policy changes and funding options.
» Recommended budget submitted to council (August).

September - December - Hearings held on mayor’s recommended budget.
- City Council discussed budget.

- City departments and boards presented their budgets to the City Council’s
Ways & Means/Budget Committee.

* Ways & Means/Budget Committee approved any changes to the mayor’s
recommended budget.

November - Public hearings held.

* Property tax notices were mailed to property owners, stating the amount of
property tax to be paid in the following year.

+ Dates for public hearings were given.

December - Budget adopted.
* Public meeting held on date of budget adoption.
« Final budget referred to as the Council Adopted Budget.

Minneapolis
City of Lakes



How The City Is Funded

Total Revenue Budget - Sources of Funds
2014 Council Adopted Budget: $1.238 billion

Use of fund balance 2% h for sales 1%
Other state government 3% \ , arges for sales 17
Local government aid 6%

Special assessments 3%

Sales & other taxes 6% .
Charges for services 34%

Rents 4%

Property taxes 22%

Federal governments 2%
Fines and forfeits 1%

Franchise fees 2%

Other tax revenues 4% — | \

Other misc revenues 1% Licenses & permits 3%

Long term liabilities proceeds 4% Local government 1%

STATE FUNDING

The City receives funding from the State of Minnesota largely

in the form of Local Government Aid, or LGA. The State uses a
formula to distribute LGA funds to cities throughout Minnesota.
In 2014, Minneapolis was appropriated $76.1 million, an
increase of $12 million from 2013, reversing a trend of declining
allocations. The graph below shows certified and actual levels
of LGA funding the City of Minneapolis has been receiving since

2003.The 2015 figure is a projection of anticipated LGA funding.
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*2015 s a projected number.

For more information on LGA and the distribution
formula, please visit
www.house.leg.state.mn.us/hrd/topics.asp?topic=32

Charges For Services/Sales

Much of the City’s funding comes from services residents pay
for such as water, sanitary sewers, storm sewers, trash removal
and recycling pickups. The revenue obtained from providing
these services accounts for about 35 percent of the total
revenue for the City’s budget.

PROPERTY TAX

Property taxes are a major source of revenue for the City, as well
as other governmental units. Your property tax dollars are split
among several different organizations. The three organizations
that receive the greatest proportion of your property taxes are
the City of Minneapolis, Hennepin County, and Special School
District No. 1. The City typically receives about 43 percent of the
revenue from property tax payments made by city residents.
Hennepin County receives about 28 percent, and the School
District about 26 percent. The other 3 percent of property tax
revenue is split between Metropolitan Mosquito Control,
Metropolitan Council, Metro Transit, the Minneapolis Institute
of Arts, Hennepin County Regional Railroad Authority and the
School Board referendum.

2014 Property Tax Breakdown

Other taxing districts* 3%

City of Minneapolis 43%

Hennepin County 28%

School district 26%

*This is split between the Metropolitan Council, Metropolitan Transit, Metropolitan Mosquito Control, and the
Hennepin County Regional Railroad Authority.

2014 ADOPTED BUDGET PROPERTY TAX BREAKDOWN
(City portion only)

The City’s 2014 adopted budget includes funding from property
taxes of $276.1 million. Property taxes are used to support many
of the City’s functions. Under the 2014 adopted budget, a
Minneapolis home with an estimated value of $195,500 will pay
about $3,051 in total property taxes for all jurisdictions as listed
above, with approximately $1,312 going to the City. See where
that $1,312 in City property taxes goes on the following table :

Property Tax Breakdown - 2014 Adopted Budget

Other Fire Public Libraries
longterm 9%  Works 3%

(apital and General
debt service17% govt’
services 16%  liabilities 11% 6%



Expenditures

Total Expense Budget - Use of Funds
2014 Council Adopted Budget: $1.238 billion

Other independent boards**** 1% Attorney 1%
Park Board 8%

Coordinator* 9%

Total capital improvement 10% CPED 6%

Convention center 4%

Debt service 10% Fire 5%

Health and Family
Support 1%
Other*™* 5%

Other City services™ 2%~ Police 12%

Regulatory Services 2%

Public Works 25%

* Includes Human Resources, Finance & Property Services, 311, Intergovernmental Relations,
Communications, Neighborhood and Community Relations, IT, 911 and Emergency Management
**Includes Assessor, Internal Audit, City Clerk, ity Council, Civil Rights and Mayor
*** Includes non-departmental, health and welfare, worker’s compensation, liability,contingency and
pensions
**** Includes Neighborhood Revitalization Program, Board of Estimate and Taxation, the City’s contribution to
Minneapolis Public Housing Authority, and Municipal Building Commission

POLICE AND FIRE

The Police and Fire Departments comprise 17 percent ($207.2
million) of the City’s overall budget. The City's 2014 adopted
budget provides funding for 850 sworn police personnel in five
different precincts and 406 sworn fire personnel at 19 stations.

COMMUNITY PLANNING AND ECONOMIC DEVELOPMENT

Community Planning and Economic Development (CPED)
accounts for about 6 percent of the City’s budget. CPED’s
mission is to make Minneapolis more sustainable by helping
businesses grow, developing an educated workforce and living-
wage jobs, promoting homeownership, building housing, and
interpreting and enforcing zoning, building and licensing codes
to ensure the safety, health, and livability of our community.

PUBLIC WORKS

At approximately 25 percent, the Public Works Department
comprises the largest portion of the City’s budget. The

main responsibilities of Public Works include offering safe
transportation to residents by maintaining streets, bike paths
and sidewalks; providing safe, high-quality drinking water

to residents and visitors; managing the sewer systems and
facilitating the collection and disposal of trash and recycling.

The City’s Funds

Revenue collected by the City is directed into different funds.
These funds help manage City spending by directing the
revenue dedicated to specific activities or objectives to a group
of related accounts. By maintaining separate funds, the City is
able to comply with laws that require certain money to be spent
for specific purposes. For example, the City may not raise water
bills to pay for police services. About $890 million, or 72
percent of the City’s revenue is dedicated for a specific use

and is directed to a corresponding fund. Revenue that isn't
earmarked for a specific purpose gets directed to the General
Fund, which pays for the general operations of the City,
including police and fire services, street repairs, and regulatory
functions.

GENERAL FUND

Since the revenue in the General Fund is not earmarked for any
specific purposes, the City has the most discretion in the use

of General Fund dollars. This fund comprises about 32 percent
of the citywide budget. Its two major sources of funding are
local property taxes and Local Government Aid (LGA) from the
State. These two sources reflect about 51 percent of the General
Fund budget of $466 million. The following chart shows a more
detailed look at the General Fund:

General Fund Expense Budget - Expenditure by Service
2014 Council Adopted Budget: $466 million
(includes transfers)

Transfers 16% City Coordinator** 10%

CPED 6%

Public Works 11%

Fire 13%
Library Board 1%
General fund contingency 1%
Other charter departments* 11%
Police 31%

*0ther Charter Departments: Assessor, Attorney, Council/Clerk Elections, Civil Rights, Internal Audit and Mayor
**(ity Coordinator: 311,911, Emergency Management, IT, Communications, Finance &Property Services,
Intergovernmental Relations, Neighborhood &Community Relations

General Fund Revenue Budget - Source of Funds
2014 Adopted Budget: $466 million (includes transfers)

Transfersin1%  Charges for services 9%

Fines and forfeits 2%
Franchise fees 6%

State government™ 17%

Special assessments 1%
Licenses & permits 8%

Sales and other taxes 16% Use of funds balance 5%

Other misc revenues 1%

Property taxes 34%

*State government revenue includes $76.1 million of LGA



Capital Plan

Every year, the City adopts a plan for capital improvements for
the next five years. Capital improvements include projects such
as street construction, bridges, public buildings, traffic systems,
park improvements, sewers, and water infrastructure.

Prior to the mayor presenting his or her recommended budget
to the City Council, elected officials gather feedback from
residents regarding what capital projects the City should
undertake. The Capital Long-Range Improvement Committee
(CLIC) consists of 33 residents (seven appointed by the mayor and
two appointed by each of the 13 council members to represent their
wards). CLIC members rank proposed capital projects based
upon a number of criteria and present their recommendations
to the mayor and City Council.

The 2014 budget includes the five-year (2014 through 2018)
capital plan. The five-year total for the capital budget is $592.7
million, with 86.7 percent associated with Public Works projects.
The three largest capital expenditure categories include: street
paving, water infrastructure and storm sewers. Capital projects
tend to be costly; therefore, the City often issues bonds (or debt)
to finance these projects. The City uses the cash received from
bond sales to pay for capital projects, and repays investors over
time at tax-exempt interest rates. This process is similar to a
homeowner utilizing a home improvement loan to complete

a major home repair project.

Water
Combined Utility Bill Sanit.
Monthly and annual cost anitary sewer
for average customer Stormwater

Solid waste/recycling**

Total

DEBT SERVICE AND BONDS

The City’s total general obligation debt outstanding as of Dec.
31,2013, is $732 million. General obligation bonds are backed
by the full faith and taxing authority of the City. Approximately
15 percent of this debt is funded with future property tax
payments, 34 percent is paid for by fees collected for sewer,
water and parking services and the balance is supported by
sales taxes, tax increment, special assessments and other user
fees. Each year, the City pays between $110 million and $130
million in principal and interest on its general obligation bonds.

The City’s bonds receive among the highest possible ratings
from all three major credit rating agencies. The ratings
represent the strength of the City’s credit and thus the safety

of investing in City bonds. The City’s top bond ratings reflect the
sound financial management of the City and allow the City to
borrow money from investors at low interest rates.

Utility Rates

For 2014, the council-adopted utility rates for water and sanitary
sewer fees include both a variable rate component based on
water usage and a fixed rate component based on the size of
the water meter servicing the property. The variable rate for
sanitary sewes did not increase in 2014. The table below
provides a summary of the anticipated change in an average
residential customer’s utility bill from 2013 to 2014.

2014 Monthly 2014 Annual 2014 Monthly 2014%
2013 Average Average $ Change Change
$25.03 $25.74 $309 $0.71 2.8%
$21.84 $22.24 $267 $0.40 1.8%
$11.82 $11.94 $143 $0.12 1.0%
$22.00 $22.60 $271 $0.60 2.7%
$80.69 $82.52 $990 $1.83 2.3%

The average household rate for water is based on 7 units of consumption at $3.32 per unit plus a $2.50 fixed
charge. Sanitary rates are based on 6 units of water consumption at $3.14 per unit plus a fixed charge of $3.40.
Stormwater rates are based on 1 equivalent Stormwater unit of 1,530 square feet on impervious surface.

The solid waste rate is based on a $17.60 monthly charge with a large recycling cart fee of $5.00. Customers
may substitute a small cart with a $2.00 fee.

If you have questions about any of the material presented in the Budget in Brief, please call 311 or 612-673-3000.

For online information about Minneapolis program performance and progress,

go to http://www.minneapolismn.gov/results/index.htm

Minneapolis
City of Lakes
If you need this material in an alternative format please call 612-673-3205.

Deaf and hard-of-hearing people call TTY at 612-673-2157.
Attention- If you have any questions regarding this material please call 311.

Hmong - Ceeb toom. Yog koj xav tau kev pab txhais cov xov no rau koj dawb, hu 612-673 2800.
Spanish - Atencion. Si desea recibir asistencia gratuita para traducir esta informacién, llama 612-673-2700.
Somali - Ogow. Haddii aad dooneyso in lagaa kaalmeeyo tarjamadda macluumaadkani oo lacag la’aan wac 612-673-3500.
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How to Use This Document

The budget book contains some of the best sources of information on governmental activities as well as
key financial information for policy makers and managers. The highlights below will guide the reader
through the various sections of the 2014 budget document.

Introductory Section This section, found before the first tab, includes lists of the City’s elected
officials, department and agency heads, the City’s budget principles, and
a citywide organization chart.

Section A: The table of contents allows the user to pinpoint the page of a particular
Table of Contents part of the City’s budget.
Section B: This section contains a community profile of the City of Minneapolis,

Background Information including an overview of the City’s history, economy, population, and
attractions. A map of Minneapolis Communities and Neighborhoods and
descriptions of the City’s form of government are included in this section,
as well as a chronology of financial decision making for the City.

Descriptions of the major City funds are included in this section, including
a bird’'s-eye view of the relationship between fund types, revenue
sources, expenditures and departments/boards.

Section C: The strategic planning section lists the set of City goals and strategic

Strategic Planning directions which were adopted by the Mayor and the City Council in
2010. The citywide strategic plan provides clear direction for
departments’ business planning efforts. Annual budget process, dates
for this year’s budget process, and a description of integration of key
processes follow. The City’s financial decision calendar displays the
annual flow of these processes. Links between the City goals and
department five-year business plan goals are described in this section.

Section D: This section presents the major financial policies adopted by the City
Financial Policies Council and Mayor.

Section E: This section summarizes the key decisions and financial issues
Financial Overview addressed in the budget. It includes key charts and graphs which depict

the various portions of the City’s budget and key revenue trends. A chart
of the Minneapolis property tax levy recommendation appears in this
section.

This section also contains a summary of major decisions in the budget,
and enterprise level challenges.

Section F: Financial plans for the City’'s major funds and business lines are found in
Financial Plans this section. The five-year financial direction begins this section. A
summary of the demands on the property tax levy is included.

For fund level plans, the budget, a three-year forecast and two years of
actual expenditures are displayed on the financial page. These plans
include narratives which summarize what operations are run in the fund,
historical financial performance, and current year expenses, revenues,
transfers and debt service.




Section G:
Financial Schedules

These schedules summarize interfund transactions, revenues by major
category, expenditures by fund and agency, the community development
block grant program, community planning and economic development
program allocations, and positions by department, charges for
technology, fleet, property services, rent, and general fund overhead
costs by department, all referenced in the appropriation resolutions.

Section H:
Capital Program

This section outlines the capital program by funding source and in total.
A narrative summarizes the program and presents operating cost impacts
as described by applicants for the funds. Information about the City’s
debt — the legal debt margin, outstanding debt, amortization of the debt,
and the bond redemption levy — is included. A separate table of contents
and glossary are included for this section.

The program is also summarized by the commission, board or
department which submitted the request along with each major program.
A five-year total of the capital program and its allocations are included. A
presentation by amount requested by the department/agency, the capital
long range improvement committee recommendation, the Mayor’s
recommend budget, and the adopted budget follows.

Section I:
Operating Departments

This section provides the most detail on a department-by-department
basis, including departments’ financial summaries. These summaries
include expenditures by program, type (i.e. salaries, benefits, contractual
services and operating expenses) and fund; the department’s revenue
estimates; and positions.

Narrative summaries for each department, including primary businesses
and program descriptions are included. A brief financial overview of the
department is prepared by finance staff. Department organizational
charts are included in this section.

Section J: Independent
Boards and Agencies

This section provides information in a format similar to the City Council
operating departments for independent boards and agencies. The
amounts included are generally those most recently approved by the
board of the organization.

Section K: Glossary

A glossary is included for key financial and City terms. A more detailed
glossary is available on the City of Minneapolis website. For more detalil
please reference the Glossary section of the City Council's Policies and
Procedures page.

Section L: Resolution

The Council-Adopted Budget Resolution that outlines Council action on
the Mayor's Recommended Budget is included for reference.
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Board Members
John Erwin President, Commissioner at Large
Liz Wielinski Vice President, Commissioner at Large
Bob Fine Commissioner at Large
Liz Wielinski Commissioner District 1
Jon Olson Commissioner District 2
Scott Vreeland Commissioner District 3
Anita Tabb Commissioner District 4
Carol Kummer Commissioner District 5

Brad Bourn Commissioner District 6
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Updated List of Elected and Public Officials (November 5, 2013 Elections)

Mayor
Betsy Hodges
City Council
Barbara Johnson, President 4th Ward
Elizabeth Glidden, Vice President 8th Ward
Kevin Reich 1st Ward
Cam Gordon 2nd Ward
Jacob Frey 3rd Ward
Blong Yang 5th Ward
Abdi Warsame 6th Ward
Lisa Goodman 7th Ward
Alondra Cano 9th Ward
Lisa Bender 10th Ward
John Quincy 11th Ward
Andrew Johnson 12th Ward
Linea Palmisano 13th Ward
Board of Estimate and Taxation
Board Members
Betsy Hodges Mayor
Barbara Johnson President, City Council
John Quincy Chair, City Council Ways & Means/Budget Committee
David Wheeler President (Elected)
Anita Tabb Vice President (Elected) and Park Board Representative
Carol Becker Elected Member
Minneapolis Park and Recreation Board
Board Members
Liz Wielinski President, Commissioner District 1
Scott Vreeland Vice President, Commissioner District 3
John Erwin Commissioner At Large
M. Annie Young Commissioner At Large
Meg Forney Commissioner At Large
Jon Olson Commissioner District 2
Anita Tabb Commissioner District 4
Steffanie Musich Commissioner District 5

Brad Bourn Commissioner District 6



Charter Department Heads / Assistant City Coordinators

Kevin Carpenter
Otto Doll
Patrick Todd
Susan Segal
Casey Carl

Paul Aasen
Velma Korbel
Sara Dietrich

Jeremy Hanson-Willis
Jeff Johnson

John Fruetel
Gretchen Musicant
Patience Ferguson
Gene Ranieri

Magdy Mossaad
David Rubedor

Nuria Rivera-Vandermyde
Janee Harteau

Steve Kotke

Chief Finance Officer

Chief Information Officer

City Assessor

City Attorney

City Clerk

City Coordinator

Civil Rights Director

Communications Director

Community Planning and Economic Development
Director

Convention Center, Director

Fire Chief

Health Commissioner

Human Resources Director

Intergovernmental Relations Director

Internal Auditor

Neighborhood and Community Relations Director
Director of Regulatory Services

Police Chief

Public Works Director/City Engineer

Independent Boards/Agencies

Cora McCorvey

Jayne Miller

Public Housing Authority Executive Director
Minneapolis Park and Recreation Board
Superintendent
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Budget Principles
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\‘

. Secure the City's long-term financial health.
¢ Plan budgets based on ten-year outlook.
¢ Balance budgets across all funds.

Live within our means.
¢ Adopt a revenue and debt policy before making spending decisions.

¢ Adopt consistent budget policies across all City government units including
independent boards.

. Challenge assumptions — nothing is off the table.
¢ Development agency resources are City resources.

¢ Unexpected revenue sources go through the same budget process as other
revenue.

¢ While some functions may be identified as core services, they will be
scrutinized for efficiencies like anything else.

Provide choices and competition.
¢ Departments will provide business plans that include feasible budget options to
policymakers.
¢ Elected officials will make strategic resource decisions, not across-the-board
cuts.
¢ Individual projects in a particular area must not be considered for funding
independently of other projects.

. Build in collaborative and transparent decision-making.

+ Mayor will involve Council Members and independent agencies and boards in
the development of the budget. Employee suggestions and the citizen survey
will also be used.

. Protect core service delivery by avoiding duplication — both internal and

external.
¢ Between different City departments and agencies,
+ With the county, state, independent boards, or other levels of government,
¢ With non-profits or the private sector and
¢ Consolidation or realignment of critical functions is an option.

. Demand accountability.

¢ Departments are expected to produce measurable outcomes (x dollars =y
level of service). Failure to produce measurements will not result in escape
from budget cuts.

¢ Department heads must manage to budget.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

City of Minneapolis
Minnesota

Forthe Fiscal Year Beginning

January 1, 2013
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Executive Director

The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished Budget Presentation Award to the City of Minneapolis for
its annual budget for the fiscal year beginning January 1, 2013. In order to receive this award, a governmental unit must publish a budget document that meets program criteria
as a policy document, as an operations guide, as a financial plan, and as a communications device. The award is valid for a period of one year only. We believe our current
budget continues to conform to program requirements, and we are submitting it to the GFOA again in 2014 to determine eligibility for another award.
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Background Information

Community Profile
Minneapolis combines the Dakota word for water ("minne") with the Greek word for city ("polis"),
a fitting name for the City with 22 of Minnesota's 12,034 lakes. Minneapolis is renowned for
combining the best of urban life with the neighborhoods and quality of life found in smaller towns.
Residents enjoy exciting cultural and recreational opportunities in beautiful natural surroundings.

History

In the mid-17" Century, French explorers searching for the
Northwest Passage were the first Europeans to visit the region. In
the 1820s, at the confluence of the Minnesota and Mississippi
rivers, soldiers from Fort Snelling constructed a saw-mill and a
flour mill at the St. Anthony Falls. By the 1850s, the village of St.
Anthony had been established on the east bank of the Mississippi
and the village of Minneapolis on the west bank. The two towns
were soon linked by a suspension bridge. Minneapolis' first
volunteer fire company was organized in 1862, and the community
was incorporated as a city in 1867. In 1872, Minneapolis and St. Anthony were united to form
one city.

Location

Minneapolis is the largest city in Minnesota and the center of finance,
industry, trade and transportation for the Upper Midwest. At 44.58°—
north latitude and 93.15°-west longitude, Minneapolis is 59 square
miles (153 square kilometers), including 3.6 square miles (9.4 square
kilometers) of inland water. It drapes along the banks of the nation’s
largest river, the Mississippi.

Climate

Minneapolis has an average summer temperature of 70° F, and
an average winter temperature of 16° F.* Minneapolis has four
distinct seasons, with moderate spring and fall weather. Summer
is comfortable because lakes and trees serve as natural air
conditioners.

Population

Minneapolis is home to an estimated 393,000
people. Males and females each make up
approximately 50% of the population. Children and

Population of Minneapolis from 1990 to 2012

450000
400000

350000 | [T youth under 18, seniors aged 65 and above, make
g 200000 ' up 20% and 8% of the population respectively.
B 250000 t | . . . .
£ 00000 | ‘ African Americans comprise 19% of the population,
£ 150000 | ! with Hispanics making up 11% of the population.
100000 7 ‘ People of American Indian and Alaska Native
pad il ' descent comprise 2% of the population and people

0
1990 1993 1996 1999 2002 2005 2008 200 202 Of Asian ethnicity make up 6% of the population.

Year

! Source: Minnesota DNR, www.dnr.state.mn.us/fag/mnfacts/climate.html
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People of another race, or those of two or more races, make up 4% of the population.?

Economy

In the early years, Minneapolis’ economy was based on a booming lumber industry and the
processing of Minnesota grain with the tremendous power-generating capabilities of St. Anthony
Falls. Large flourmills along the river evolved into the international corporations of Pillsbury,
Washburn Croshy (General Mills) and Cargill. In 2010, the ten largest Fortune 500 Companies
headquartered in the metro area were as follows:?

Employer Revenue $ Billions
United Health Group 110.6
Target 73.3
Best Buy 45.1
CHS 40.6
Super Valu 36.1
3M 29.9
U.S. Bancorp 22.2
General Mills 16.7
Medtronic 16.5
Land O'Lakes 14.1

As of the third quarter 2012, the City’s largest employment sectors
were health care and social assistance (17%), professional and
technical assistance (10%), educational service (9.6%), and
finance and insurance (9.5%), and accommodation and food
service (8%). The fastest growing employment sectors from first
quarter of 2011 to first quarter of 2012 were real estate and rental
and leasing, administrative and waste services, and
accommodation and food services.* With twenty-one accredited
colleges and universities in the Minneapolis-St. Paul area, and four
ABA-accredited law schools, the City’s highly educated workforce
continues to be a driving force of a strong economy. The
University of Minnesota’s highly acclaimed medical school, and
the City’s seven hospitals, has made Minneapolis a leader in the
medical field.

Abbott Northwestern Hospital
(Piper Breast Center)

Since 2009, the City’s unemployment rate has been falling. Details follow:®

2008 2009 2010 2011 2012 2013
Total Labor Force 215,673 | 217,941 | 218,733 214,254 212,979 216,257
Employment 204,704 | 201,774 | 204,234 201,281 201,016 205,487
Unemployment 10,969 16,167 14,499 12,973 11,963 10,770
Unemployment rate 4.4% 7.4% 6.6% 6.1% 5.6% 5.0%

2 Source: US Census Bureau 2012 estimates, http://quickfacts.census.gov/gfd/states/27/2743000.html

% Source: Official Statement, November 1, 2013, City of Minneapolis for General Obligation Various Purpose Bond Series 2013
* Source: “Minneapolis Trends” available at
http://www.minneapolismn.gov/iwww/groups/public/@cped/documents/webcontent/wcms1p-100744.pdf

® Source: Official Statement, November 1, 2013, City of Minneapolis for General Obligation Various Purpose Bond Series 2013
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The City’s top ten payers of property taxes in 2010 follow:®

Taxpayer Type of Business Net Tax % of Total Net
Capacity Tax Capacity
Northern States Power Co. Utilities $6.4M 1.78%
Target Corporation Office Buildings and retail $4.2M 1.12%
MB Mpls. 8" Street LLC Office Buildings $3.6M 0.95%
NWC Limited Partnership Commercial/Industrial $3.3 M 0.88%
Buildings
Minneapolis 225 Holdings LLC Office Buildings $3.2M 0.87%
SRI Ten Center LLC Office Buildings and $3.0M 0.82%
Residential
Wells Operating Partnership LP | | Office Buildings $2.8 M 0.73%
First Minneapolis-Hines Co. Banks $2.7M 0.71%
Hilton Hotels Corp. Hotel/Hospitality $2.4M 0.64%
Hines Global Reit 50 So. 6th St Office Buildings $2.2M 0.59%
LLC
Total $33.9M 9.09%

Neighborhoods

Minneapolis has 81 residential neighborhoods offering 177,309
® residential housing units.” The City is well known for its concerned
y and active citizenry which has engaged in partnerships with
government and business to improve neighborhoods and create
economic opportunities.  The City shares the nation’s current
§ challenge to increase the number of affordable housing units and
# preserve housing stock in the face of foreclosures.

Downtown

According to the City’s analysis of the data from the State
of Minnesota, approximately 132,000 jobs were located in
downtown Minneapolis as of 2010.% Second-story skyways
keep downtown busy and thriving even on the coldest days.
Nicollet Mall, a 12-block-long shopping area closed to
automobile traffic and flanked by some of the nation's finest 2=
department stores and specialty stores is the retail heart of
Minneapolis, with many stores located in Gaviidae
Common, City Center, and the Crystal Court.

The Arts

Minneapolis is second only to New York City in per capita
attendance at theater and arts events. Minneapolis has more
than 30 theaters. The Guthrie Theater and the Children's
Theatre Company are recognized as two of the country's best.
In June of 2006, the Guthrie Theater celebrated the opening of
its $125 million theater on the banks of the Mississippi River on
the northeastern edge of downtown. The City also boasts two
world-class art museums, the Minneapolis Institute of Art and

6 .
Ibid
” Source: Minneapolis Assessor, January 2012
8 Source: CPED analysis of DEED data as of 2010
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the Walker Art Center, and is home to the internationally acclaimed Minnesota Orchestra.
Neighborhood arts activities including festivals, galleries and events play a growing role in
resident art participation.

Education

The City offers several vocational training and specialty schools.
The main campus of the University of Minnesota sits on the banks
of the Mississippi just minutes from downtown. It is a major land-
grant research institution with a long tradition of community and
§ public service, and it ranks among the top 20 universities in the U.S.
» It is also one of the largest. In addition to the University of
Minnesota, other institutions of higher education include
- Minneapolis Community and Technical College, Dunwoody Institute,
Minneapolis College of Art and Design, Augsburg College,
L™ Metropolitan State University, the University of Saint Thomas, St.
Mary’s University, the College of Saint Catherine, and Capella
University.

The Washington Avenue Bridge Sports and Outdoor Recreation
crosses the Mis_sissippi River and Many major league teams
connects the University’s East and :

West Banke call Minnesota hpme. Fans -
can watch Major League

Baseball's Minnesota Twins in action at Target Field,

located in the Warehouse District of downtown

Minneapolis.  When the National Football League’s

Minnesota Vikings are in town, the Metrodome can seat

64,000 football enthusiasts. The new Vikings stadium will

have a sitting capacity of 65,000 football fans

(expandable to 73,000). The Minnesota Timberwolves of

the National Basketball Association and the national

champion Minnesota Lynx of the Women's National

Basketball Association play downtown in the Target

Center. Minnesota’s National Hockey League team, the Wild, play in St. Paul. Minneapolis has

the capacity to host large events at the City’s Convention Center.

Minneapolis residents not only watch sports, they
participate actively. In 2008, Men’'s Fitness
magazine ranked Minneapolis number two on their
top ten fittest cities list. Playing in summer softball
leagues, golfing, jogging, swimming, playing tennis,
biking or rollerblading around and sailing in the
City's lakes are favorite pastimes. In 2008,
Bicycling Magazine awarded Minneapolis #1 Bike
City.

The City’s Park and Recreation Board maintain 87
miles of walking and biking paths. The City also
maintains sports fields, outdoor ice rinks, tennis courts,
golf courses, and supervised beaches. In the winter,
residents enjoy ice skating, ice fishing, skiing, and ice
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sailing. Early in Minneapolis' development, the land around five large lakes was dedicated to
the public as parkland. With one acre of parkland for every 60 residents, outdoor recreation is
an important part of life, and it is estimated that a City park is ready for fun no more than six to
eight blocks from every home.

Nationally Recognized

Minneapolis has recently received national recognition as being a great place to visit, to live, run
a business, and forge community connections. The following is a sample of some of the City’s
recent honors:

F FEEE PR RERREE FRERE R R

2013 Healthiest City in US — Forbes Magazine

2011 Best city in the country for workers to find employment — Forbes Magazine
2011 Best Place to Live in a Big City Designed for Getting Outside — Men’s Journal
Cleanest City in America 2010 — Travel and Leisure Magazine

Third Best Market for Young Professionals 2010 — Forbes Magazine

# 8 on America’s Best Cities List — Outside Magazine

Minneapolis one of the “Best Places to Live in 2010” — Men'’s Journal
Minneapolis/Saint Paul Named Top Metro Area for Business — MarketWatch
Minneapolis Best City in the Country to Find Employment - Forbes

Minneapolis Identified as the “Most Affordable Place to Live Well” — Forbes

One of 2007’s Top Destinations — Frommer’s

One of World’s Top Biking Cities — Travel + Leisure

# 1 Bike City — Bicycling Magazine

City of Minneapolis Received Gold Award for “Bike Friendly Business” — League of
American Bicyclists

# 4 City for Eating Smart, Being Fit, and Living Well — Cooking Light

Minneapolis Named the Nation’s Second Fittest City — Men'’s Fitness

# 3 Best Cities for Singles — Forbes Magazine

Most Literate City — Central Connecticut State University

# 4 Smartest City in America — The Daily Beast

# 2 City to Have a Baby — Fit Pregnancy

Best Cities for Working Mothers — Forbes Magazine

Minneapolis/Saint Paul Ranks in Top 10 Areas in the Nation for Energy-Efficient Buildings -
EPA

# 7 Sustainable City — Sustain Lane

Minneapolis Cleanest City in the Country — Travel + Leisure

Minneapolis One of the 10 Greenest Cities in the Nation — Move.com
Minneapolis/Saint Paul Area Ranked Top in the Nation for Volunteering — National &
Community Service

# 1 National Night Out City of 2007 — National Association of Town Watch

For links to more information on many of these top rankings, visit
www.minneapolismn.gov/visitors/
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MINNEAPOLIS COMMUNITIES AND NEIGHBORHOODS
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City of Minneapolis
2012 Budget

Form of Government

The City is a municipal corporation governed by a Mayor—Council form of government. It was
incorporated in 1867 and adopted a Charter on November 2, 1920. Thirteen City Council
Members from individual wards and the Mayor are elected for terms of four years. There is no
term limit on these positions. The Mayor and City Council are jointly responsible for the
adoption of the annual budget and a five-year capital improvement program. As required by
Charter, the Mayor is responsible for preparing an annual operating and capital budget
recommendation for the City Council’s consideration. The Mayor has veto power, which the
Council may override with a vote of nine members.

The City Finance Officer is charged with maintaining and supervising the various accounts and
funds of the City as well as several boards and commissions. In addition, the city budget
director is charged with assisting the Mayor, City Council and City departments in preparing the
City's annual capital and operating budget. The City Finance Officer reports to the City
Coordinator, who is appointed by the Mayor and serves as chief administrative officer of the
City.

This annual budget report for the City includes organizations for which the primary government
is financially accountable and for which the nature and significance of their relationships with the
primary government are such that exclusion could cause the City's budget report to be
misleading or incomplete. Below is a summary of the organizations reflected in the City's
annual budget report, in addition to the primary government.

Blended component units

The following component units have been presented as blended component units because the
component unit's governing body is substantially the same as the governing body of the City, or
the component unit provides services almost entirely to the primary government.

¢ Municipal Building Commission. The Municipal Building Commission
(MBC) is an organization established January 4, 1904, by the State of
Minnesota, to operate and maintain the Minneapolis City Hall/[Hennepin e
County Court House Building, which was built pursuant to Chapter 395 of " comssion
the Special Laws of 1887. The four commissioners are the Chairman of the N
Hennepin County Board of Commissioners, the Mayor of the City of Minneapolis, an
appointee of the Hennepin County Board and an appointee of the Minneapolis City Council.
The Mayor recommends the tax levy and budget for the City's share of the MBC's
operations, and the City Council and Mayor approve the allocation of state local
governmental aid to the MBC.

N\

¢ Board of Estimate and Taxation. The Board of Estimate and Taxation (BET) is
established under Chapter 15 of the City Charter. It is composed of seven members, two of
whom are elected by voters of the City. The Mayor or the Mayor's appointee, the President
of the City Council and the Chair of the City Council's Ways and Means/Budget Committee
are ex-officio members of the Board. The Minneapolis Park and Recreation Board annually
selects one of its members to serve on the BET. By action of the City Council, or such
other governing board of a department requesting the sale of bonds, the BET may vote to
incur indebtedness and issue and sell bonds and pledge the full faith and credit of the City
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for payment of principal and interest. The BET also establishes the maximum property tax
levies for most City funds.

Discretely presented component units

The following organization is legally separate from the City, but is included in the City's annual
budget report and annual financial reports because the primary government is financially
accountable.

¢ Minneapolis Park and Recreation Board. The Minneapolis Park and
Recreation Board was established according to Chapter 16 of the City
Charter. The nine-member board is elected by the voters of the City and is
responsible for developing and maintaining parkland and parkways, as well
as planting and maintaining the City's boulevard trees. The Mayor
recommends the tax levies and budget for the Park Board, and the City Council and Mayor
approve the allocations of local government aid from the state for Park Board operations.
All Park Board actions are submitted to the Mayor, and a mayoral veto may be overridden
by a vote of two-thirds of the members of the Park Board. The Board of Estimate and
Taxation approves the maximum property tax levy for the Park Board, and the full faith and
credit of the City secure debt issued for Park Board projects. The City Finance Officer acts
as Treasurer of the Park Board.

Related organizations

The City's officials are also responsible for appointing members of the boards of other
organizations, but the City's accountability for these organizations does not extend beyond
making the appointments. The financial information for these organizations is not included in
detail in this report.

¢ Metropolitan Sports Facilities Commission. The Metropolitan Sports Facilities
Commission (Commission) is an appointed authority established in 1977 Minnesota laws.
Of the seven members of the Commission, the City of Minneapolis appoints six. The Chair,
who must by statute reside outside Minneapolis, is appointed by the Governor. The
Commissioners serve four-year terms and removal is for cause only. The primary
responsibility of the Commission is to serve as owners, operators, and landlords of the
Hubert H. Humphrey Metrodome Sports Facility in Minneapolis. The major tenant of the
Metrodome sports facility is the Minnesota Vikings.

¢ Minneapolis Public Housing Authority. The Minneapolis Public Housing Authority
(MPHA) is the public agency responsible for administering public housing and Section 8
rental assistance programs for eligible individuals and families in Minneapolis. A nine-
member Board of Commissioners governs MPHA. The Mayor of Minneapolis appoints the
Board Chairperson, and four Commissioners (one of whom must be a public housing family-
development resident) are appointed by the City Council. The mission of the MPHA is to
provide well-managed, high-quality housing for eligible families and individuals; to increase
the supply of affordable rental housing; and to assist public housing residents in realizing
goals of economic independence and self-sufficiency.
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Joint ventures

The City is a participant in several joint ventures in which it retains an ongoing financial interest
or an ongoing financial responsibility. Two of these joint ventures are reflected in the annual
budget report for the City: Minneapolis Neighborhood Revitalization Board and Minneapolis
Youth Coordinating Board.

¢ Minneapolis/Saint Paul Housing Finance Board. The Minneapolis/Saint Paul Housing
Finance Board was established in the early 1980s, in accordance with a Joint Powers
Agreement entered into between the Housing and Redevelopment Authority of the City of
Saint Paul and the Community Planning and Economic Development Department, and
accepted by the Cities of Minneapolis and Saint Paul under Minnesota law. The Community
Planning and Economic Development Department's oversight responsibility of the Board is
limited to its governing body's ability to appoint only three of the six members of the Board.
The territorial jurisdiction of the Board extends beyond the corporate limits of the City of
Minneapolis.

+ Minneapolis Neighborhood Revitalization Policy Board. The
Minneapolis Neighborhood Revitalization Policy Board (NRPB) was ﬁ)
established in 1990, in accordance with a Joint Powers Agreement N R
entered into between the Hennepin County Board of
Commissioners, the Board of Directors of Special School District No. 1, the Park Board and
the Mayor and City Council under authority of State of Minnesota laws. The NRPB is
composed of 20 members and includes public officials as well as representatives of
neighborhood and community-interest organizations. The majority of members are persons

other than the representatives of the jurisdictions that entered into the Joint Powers
Agreement.

¢ Minneapolis Youth Coordinating Board. @ The Minneapolis Youth Coordinating Board
(YCB) was established in the mid-1980s, in accordance with a Joint Powers Agreement
entered into between the Hennepin County Board of Commissioners, the Board of Directors
of Special School District No. 1, the Park Board, the Mayor and the City Council under
authority of State of Minnesota laws. The Board consists of 10 members as follows: the
Mayor of the City of Minneapolis, two Hennepin County Commissioners, the Hennepin
County Attorney, two Minneapolis School Board members, two Minneapolis City Council
members, a Hennepin County District Court Judge, and one member from the Minneapolis
Park and Recreation Board.
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City of Minneapolis
2014 Budget
Chronology of Financial Decision Making

1994 Agreement between the independent boards and the City on the division of Local
Government Aid.

Mid-late 1990's Internal Service Funds deficits begin; COPS grant funds police expansion.

1997 First efforts to quantify and fund the Public Works infrastructure gap; attempt to
increase pay as you go capital funding and reduce bonding.

1998-2000 Positive stock market returns leads to a reduction in the City’s levy requirement
for police and fire relief.

2000 Library referendum passes; Mayor and Council agree to enhanced capital
funding for the Park Board at a level above funding for City projects.

2001 City loses AAA rating from Moody’s. Reason cited: internal service fund deficits.
Stock market falls — convention center and parking fund suffer directly from
economic downturn; pension obligations escalate

2002 Adoption of maximum property tax increase policy; negative outlook from Fitch
rating agency

2003 Adoption of Five-Year Financial Direction and Commitment to Business
Planning; 2% Wage Policy; Local Government aid Reductions
City uses 8% tax increase and 2% wage policy to manage employment costs
during budget shortfalls

2004 Departments bring forward first five-year business plans

2006 Fitch removes negative outlook; Moody’s maintains Aal citing pent up internal
demands for spending

2007 Compensation philosophy replaces the 2% wage policy
MERF pension “liquidity trigger” eliminated by the State Legislature
Sale of six parking ramps

2008 Minneapolis Library System merges with Hennepin County Library System
State Legislature imposes Levy Limits on Local Governments for 2009-2011;
Governor unallots State aid in December—Minneapolis’ cut: $13.1 million

2009 Governor unallots State aid—Minneapolis loses $8.6 million in 2009; $21.3
million in 2010
2010 Minneapolis’ revised LGA cut is $25.9 million and MVHC is eliminated, costing

the City an additional $6.2 million on top of the LGA cuts.

Minneapolis regains AAA rating from Moody’s.

MERF pension plan consolidated with statewide local government employee
pension plan.

2011 Minneapolis’ LGA is cut held flat from 2010 in 2011 as a response to the State’s
structural budget crisis
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2012 City implements Priority Budgeting
Moody’s Investors Service downgraded Minneapolis Credit Rating to Aal due to

2013 declining property values, high pension liabilities and dependence on state
revenues.
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City of Minneapolis
2014 Budget
Background Information

Fund Descriptions

The accounts of the City are organized by fund types. A “fund” is a grouping of related accounts that is
used to maintain control over resources that have been segregated for specific activities or objectives.
The operations of each fund are monitored with a separate set of self-balancing accounts that comprise
its assets, liabilities, fund equities, revenues and expenditures/expenses. Following is a listing and
description of all City funds.

General Fund. The General Fund is the general operating fund of the City. It is used to account for all
financial resources except those that are required to be accounted for in another fund.

Enterprise Funds. The Enterprise Funds are used to account for those activities of the City which are
financed and operated in a manner similar to private business enterprises where expenses, including
depreciation, are recovered principally through user charges. The City operates eight enterprise funds,
including the Community Planning and Economic Development (CPED) department:

Water Works Fund. This fund is used to account for the operation, maintenance and
construction projects related to the water delivery system. This fund also accounts for the
operations related to the billings for water, sewage and solid waste fees.

Sanitary Sewer Fund. This fund will be used to account for the operation, maintenance and
construction projects related to the sanitary sewer system.

Stormwater Fund. This fund will be used to account for the operation, maintenance and
construction projects related to the stormwater utility system.

Solid Waste and Recycling Fund. This fund is used to account for the revenues and expenses
for solid waste collection, disposal and recycling activities.

Municipal Parking Fund. This fund is used to account for the operation, maintenance and
construction of the City's parking facilities as well as on-street parking and the Municipal Impound
Lot.

Park Operations Fund. This fund is used to account for operation, maintenance and
construction of projects related to the Park Board, especially golf courses.

River Terminal. This fund is used to account for the operations of the public terminal facility
located on the Mississippi River.

Internal Service Funds. Internal Service Funds are similar to Enterprise Funds in that they are used to
account for those City services which are financed and operated in a manner similar to private business
enterprises, however, the customer is typically other City departments instead of the public. The City
operates six Internal Service Funds:

Engineering Materials and Supplies. This fund is used to account for the operations of the
City's asphalt plant and paving products laboratory. The paving products laboratory provides in-
lab and on-site testing and soil boring services to ensure quality control of asphalt and soils for
projects.

Intergovernmental Services. This fund is used to account for business information services,
central mailing and printing services, and the City's telecommunication operations.
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Property Services. This fund is used to account for the physical management and maintenance
of fire stations, police precinct buildings, the Minneapolis Public Service Center, and various other
City office locations, except for the City Hall/County courthouse building, which is accounted for in
the Municipal Building Commission Special Revenue Fund.

Permanent Improvement Equipment. This fund is used to account for the ownership and
operation of radio communications equipment and a fleet of motorized equipment and vehicles.
The fund operates as a rental agent to various departments to support the construction and
maintenance of city infrastructure, fire protection services, and police services.

Public Works Stores. This fund is used to account for the centralized procurement,
warehousing, and distribution of stocked inventory items, and the purchase of special goods and
services.

Self-Insurance. This fund is used to account for administrative costs employee benefit
programs. The fund also accounts for occupational health services, severance payments to
employees who have retired or resigned and who meet minimum eligibility requirements, a tort
liability program, and a workers' compensation program.

Park Self-Insurance and Internal Service Funds. This fund is used to account for park
employees’ medical, dental, and life insurance benefit programs and the programs' administrative
costs. The fund also accounts for occupational health services, severance payments to
employees who have retired or resigned and who meet minimum eligibility requirements, a tort
liability program, and a workers' compensation program. The Park Board also has an internal
service fund for charges within its programs.

Special Revenue Funds. Special revenue funds are used to account for the proceeds of revenue
sources that are restricted by legal and regulatory provisions to finance specific activities. The City has
thirty-four Special Revenue Funds, including community and economic development funds. These funds
are use to account for the City’s planning and community development goals, most of which are financed
through property tax increment financing.

Arena Reserve Fund. This fund is a holding fund for various finance plan revenues to be used
for future cost relating to the acquisition and capital maintenance of the downtown sports,
entertainment and health complex.

Board of Estimate and Taxation Fund. This fund is used to account for the operations of the
Board of Estimate and Taxation which issues and sell bonds, and establishes the maximum
levies for the City, its boards and commissions.

Community Development Block Grant. This fund is used to account for the federal grants
received under the Federal Community Development Block Grant provisions.

Convention Center. This fund is used to account for the ownership, maintenance, and operation
of the Minneapolis Convention Center, and the proceeds of the local sales and use tax.

Convention Facilities Reserve. This fund is a holding fund for parking and sales tax revenues
to be used for future capital maintenance needs of the existing Convention Center.

Employee Retirement. This fund is used to account for the tax levy proceeds and other sources
of revenue for the Minneapolis Employee Retirement Fund (MERF), Minneapolis Firefighters’
Relief Association (MFRA), and Minneapolis Police Relief Association (MPRA) retirement
programs for some city employees.

Grants — Federal. This fund is used to account for all federal grants, except for the Community
Development Block Grant (CDBG), which is accounted for in a separate fund.
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Grants — Other. This fund is used to account for grants received from the State of Minnesota,
Hennepin County, local government units, and private funds.

Municipal Building Commission. This fund is used to account for the cost of operating and
maintaining the City Hall/County Court House building.

Police Special Revenue. This fund is used to account for the revenues and expenditures
related to federal and state administrative forfeitures and the revenues and expenditures related
to the regulation of lawful gambling in the City.

Park Operating Fund. This fund is used to account for revenue and expenditures related to the
cost of operating and maintaining the Minneapolis Parks system.

Capital Projects Funds. The Capital Projects Fund is used to account for financial resources and
expenditures applied to the construction of capital facilities and major purchased items for governmental
fund types.

Community Planning and Economic Development. This fund is used to account for the
capital project activities of the department of Community Planning and Economic Development.

Municipal Building Commission (MBC) Capital Fund. This fund is used to account for the
capital project activities of the MBC, a component unit of the City of Minneapolis.

Permanent Improvement Capital Fund. This fund is used to account for capital acquisition,
construction, and improvement projects including bridge construction, sidewalk construction,
street construction, energy conservation projects, infrastructure projects, and many Information
Technology (IT) projects.

Park Board Permanent Improvement Capital Fund. This fund is used to account for the
capital project activities of the Park Board.

Debt Service Funds. The Debt Service Funds are used to account for the accumulation of resources for
the payment of principal, interest, and related costs on long-term debt obligations. Included in the Debt
Service Funds are:

Community Development Agency Fund. This fund is used to account for the debt service
activity for the department of Community Planning and Economic Development, including debt
service on various non-general obligation tax increment revenue bonds.

Development Debt Service Fund. This fund is used to account for the debt of several projects
supported by property tax increments including the Target Center Arena and transfers of sales
tax revenues from the Convention Center Special Revenue Fund for related debt.

General Debt Service Fund. This fund is used to account for debt service activity related to
General Obligation governmental debt supported by property tax levies or transfers to/from other
City funds. Bonds and notes paid within this fund are related to general infrastructure projects,
the library referendum and a Section 108 HUD note for the Midtown Exchange.

Special Assessment Debt Service Funds. This series of funds are used to account for debt
supported by special assessments.
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City of Minneapolis
Bird’s Eye View of the Relationship between Fund Types, Revenue Sources,
Expenditures and Departments/Boards

General Enterprise Internal Service Special Revenue
Fund Funds Funds Funds
Major Funds Water, Engineering Convention Center,
Included: Stormwater, Materials, Community
Sewer, Intergovernmental | Development Block
Solid Waste, Services, Property | Grants, Community
Parking Services, and Economic
Equipment, Development
Stores, Self- Grants, Other
Insurance Grants, Arena
Reserve
Revenue Local Utility charges, | Charges for Grants, Sales
Sources Government state grants and | Services, Rents, Taxes, Property Tax

Aid, Property
Taxes,

contributions,
rents

Transfers from
other funds

Increment

Franchise
Fees,
Licenses and
Permits
Expenditure Personnel, Personnel, Personnel, Personnel,
Classifications Operating Operating Operating Costs, Operating Costs,
Costs, Costs, Contractual Contractual
Contractual Contractual Services, Services, Equipment
Services, Services, Equipment,
Equipment Equipment, Capital Projects
Capital Projects | and related debt
and related service, liability
debt service and workers
compensation
Major Police, Fire, Public Works Public Works, Convention Center,
Departments Public Works, Copy Center, City | Health, Attorney,
others Attorney (Civil Fire, Police, Closed
Division), IT Pension Plans
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City of Minneapolis
Bird’s Eye View of the Relationship between Fund Types, Revenue Sources,
Expenditures and Departments/Boards, continued

Capital Projects Debt Service Park Board Funds
Funds Funds
Major Funds Permanent General Debt, The Park Board has
Included Improvement Funds, | Development Debt, enterprise, internal
Arbitrage Funds Special Assessment | service and special
Debt, Community revenue funds. The
Development general fund is
Agency treated as a special
revenue fund.
Revenue Sources Property Taxes, Property Taxes, Property Taxes, Local
Proceeds from Long | Sales Taxes, Government Aid,
Term Liabilities, Special Charges for Sales
State Aid Assessments, (golf courses etc),
Property Tax Contributions, and
Increment Grants
Expenditure Capital project Payment of Personnel, Operating
Classifications expenditures related | principal, interest Costs, Contractual
to street and fees on City Services, Equipment
construction and debt
infrastructure
projects
Major Departments Public Works Not applicable

The number of City Funds above includes smaller boards, such as:
» Municipal Building Commission (funded mainly from Property Tax and State Aids)
» Board of Estimate and Taxation (funded from Property Tax and State Aids)
» Youth Coordinating Board (a joint board funded from the City’'s General Fund and
grants)
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City of Minneapolis
2014 Budget

Strategic Planning
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Minneapolis 2020 — A Clear Vision for the Future

Minneapolis is a vibrant and welcoming city that encourages learning and innovation and
embraces diversity. A mixture of accessible housing, jobs and educational opportunities creates a
livable city and stimulates growth. Neighborhoods give the comfort and safety of home while
offering the connectedness of community. Thriving commercial areas are linked by state-of-the-
art transit and generous green spaces. Renowned cultural and recreational activities entertain
and inspire. Minneapolis is a valued state resource and a city people enjoy visiting and calling
home. The City’s future is shaped through thoughtful and responsible leadership in partnership
with residents and coordinated with a regional vision.

Five-Year Goals (Adopted in 2010 for 2010 to 2014)

A Safe Place to Call Home
People and businesses thrive in a safe and secure city

Collaborative and caring communities help prevent crime
Youth...in school, involved, inspired and connected to an adult
Sustain gains against violent crime

Healthy homes, welcoming neighborhoods

Homelessness eliminated

= Burglaries and domestic violence focused on and fought

= Guns, gangs, graffiti gone

Jobs & Economic Vitality
A world-class city and 21st century economic powerhouse

= Businesses — big and small — start here, stay here, thrive here
Talent magnet connecting people to training and jobs to people
Strong commercial corridors, thriving business corners

Planes, trains and streetcars move goods and workers smartly
Teens prepared with career and life skills

Epicenter for the new green jobs economy

= Proactive business development in key growth areas

= Arts and artists are economic drivers in and of themselves

Livable Communities, Healthy Lives
Our built and natural environment adds character to our city, enhances our health and enriches
our lives

Equitable, integrated transit system

Thoughtful neighborhood design with density done right

Plentiful arts, cultural and recreational opportunities

High-quality, affordable housing for all ages and stages in every neighborhood
Active lifestyles: walkable, bikeable, swimmable

Healthy choices are easy and economical
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Many People, One Minneapolis
Inclusiveness is a treasured asset; everyone’s potential is tapped

= Family-friendly opportunities and amenities abound

= New arrivals welcomed, diversity embraced

» Race and class gaps closed in employment and housing
= Tots school-ready, teens on course

= Teen pregnancy a thing of the past

= Seniors stay and talents are tapped

Eco-Focused
Minneapolis is an internationally recognized leader for a healthy environment and sustainable
future

= Clean, renewable energy sources successfully integrated
= Trees: a solid green investment

= | akes and streams pristine

= Use less energy, produce less waste

= World class parks fully enjoyed

= |Locally grown food available and chosen

A City That Works
Minneapolis is a model of fiscal responsibility, technological innovation and values-based,
results-driven municipal government

» Shared democracy empowers residents as valued partners

= 21st century government: collaborative, efficient and reform-minded

= Tax burden managed and sustainable

» |nfrastructure — streets, bridges, sidewalks, sewers, bike lanes & paths — well-managed and
maintained

= City employees high-performing, engaged and empowered

= Transparency, accountability and fairness are our hallmarks

= Strong partnerships with parks, schools, government, non-profits and private sector

= Optimal use of technology and wireless capacity

These five-year goals and the strategic directions were developed and approved by the Minneapolis City Council in April
2010. Itis anticipated that the incoming Council will update these goals and strategic directions as part of the citywide goal
update they undertake during the first half of 2014.
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City of Minneapolis
2014 Budget
Strategic Planning
Annual Budget Process

The City of Minneapolis annual budget process integrates information from the City's strategic
and business planning process, capital long-range improvement committee process and the
departmental performance measurement review process (Results Minneapolis) to establish
annual resource allocations.

March

Preliminary year-end budget status report

Finance presents a year-end budget status report for the previous year to the Ways and
Means/Budget Committee. This is a preliminary report because the audited comprehensive
annual financial report (CAFR) is available in the second quarter of the year.

March-April

Capital improvement budget development

The City has a five-year capital improvement plan. The departments prepare and modify capital
improvement proposals on annual basis. Finance, CPED, and the capital long-range
improvements committee (CLIC) review capital improvement proposals of the departments.
CLIC is the citizen advisory committee to the Mayor and the City Council on capital
programming.

Strategic planning

The City engages in citywide strategic planning every four years to develop citywide goals and
strategic directions. These citywide goals and strategic directions set guidelines for each
department to develop its business plan. Early in 2010, the elected officials and department
leadership participated in three sessions which aimed at setting a future direction for the City
within the financial parameters anticipated. As a result of the decisions arrived at in these
sessions, a new vision, five-year goals, and strategic directions were adopted. This process will
be revisited by the City Coordinator’s Office in 2014.

April-June

Operating budget development

Departments work in coordination with Finance and Property Services to prepare operating
budgets based on programs. In addition to preparing operating budgets for programs,
departments prepare proposals that describe policy and organizational changes with financial
implications. The program proposals form the basis for the Mayor's budget meetings with
departments held in June and July.

Capital Asset Request System (CARS) plan and budget development

Departments work in coordination with Finance and Property Services to prepare five-year plans
for the replacement of smaller capital assets and operating capital. The plans are based upon
the need for replacements and the addition of capital assets for operational effectiveness.

Each request requires a justification and estimate of the impact on operating budgets, as well as
identifying funding sources.
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June—August

Mayor's Recommended Budget

The 2014 Mayor's Recommended Budget will be based on program proposals submitted by
departments. These program proposals are reviewed and discussed by the submitting
department, the Mayor’s Office, Council Members, the Coordinator’s Office and Finance and
Property Services for priority-setting. In addition to reviewing operating budgets, the Mayor
meets with representatives from CLIC before finalizing the capital budget recommendation. By
City Charter, the Mayor must make recommendations to the City Council on the budget no later
than August 15.

September

Maximum proposed property tax levy

As a requirement of State law, the maximum proposed property tax levy increase is set by
September 15 by the Board of Estimate and Taxation (BET). The BET sets the maximum levies
for the City, the Municipal Building Commission, the Public Housing Authority and Park Board.

October—November

City Council budget review and development. The City Council budget review and
development process beings with a series of public hearings on the budget. Departments
present their Mayor's Recommended Budget to the Ways and Means/Budget Committee with all
Council members invited to attend. Following departmental budget hearings, the Ways and
Means/Budget Committee amends and moves forward final budget recommendations to the
City Council. The Committee-recommended budget includes any and all changes that are
made to the Mayor's Recommended Budget.

Truth in Taxation

Truth in Taxation (TNT) property tax statements are mailed by Hennepin County to property
owners indicating the maximum amount of property taxes that the owner will be required to pay.
These statements also indicate the dates when TNT public hearings will be held. State law was
changed in the 2009 Legislative session to eliminate a separate TNT hearing. It was replaced
with a requirement to allow public comments at the meeting at which the final budget adoption
occurs. The City Council has maintained this hearing however as part of the regularly
scheduled budget meetings. According to State law, the meeting at which the budget is
adopted must be held after 6:00 p.m.

December

City Council budget adoption

The City Council adopts a final budget that reflects any and all changes made to the Mayor's
Recommended Budget. Once the final budget resolutions are adopted, all the requests from
departments for additional funds or positions made throughout the year are brought as
amendments to the original budget resolutions before the Ways and Means/Budget Committee
and the City Council for approval.

The independent boards and commissions adopt their own operating budgets. State law
requires that final budget adoption occur after November 24.
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Specific significant dates in 2013 for 2014 budget adoption were as follows:

Jan-Feb
Aprl
Apr 9 -
Apr 25
April 10

May 9

Apr-June
June-July
July-Aug
July 12

by August 15
Aug 29

Sept 11

Sept -
Oct

Nov 19

Dec 4

Dec 5

Dec 11

Business Plan updates

Capital project requests due for Capital Long Range Improvement Committee
(CLIC) consideration

CLIC review and presentations of capital proposals

State of the City Speech

Joint public hearing of CLIC and Planning Commission on 2014-2018 Capital
Plan

Preparation of Capital Asset Request System five-year plan

Mayor’ Office reviews budget programs

Mayor finalizes budget recommendation

CLIC report distributed to Mayor and Council

Mayor delivers budget message to City Council as required by the Charter
Board of Estimate public hearing on maximum property tax levies 5:05 p.m.
Board of Estimate meeting to set the maximum property tax levies 4:00

Ways and Means Hearings on the Budget (schedule to be
determined)

Public Comment on Levy and Budget 6:05 p.m.

Markup by Ways and Means Committee, with all Council Members invited to
attend

9:30 a.m. until noon and 1:00 p.m. until 4:30 p.m.

Markup by Ways and Means Committee, with all Council members invited to
attend

1:30 p.m. until 4:00 p.m.

Council budget adoption 6:05 p.m.

If layoffs were recommended, the Mayor would have needed to call a special City Council
meeting requesting action to provide preliminary approval of the budget.
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FINANCIAL/BUSINESS DECISIONS 2014 CALENDAR

Home

January February March
Elected Official Citywide Strategic Planning _
Orientation (once every 4 years) i

April May June

Adoption of City’'s

Goals and Departments work
Strategic with Coordinator’s
Directions Departments prepare 2015 budget proposals —» office to review
proposals
Departments prepare business plans —p
July August September

Departments prepare

Departmental meetings with
Mayor on 2015 Budget, and
Mayor presents recommended
2015 Budget and update to
five-year financial direction

business plans

» Business plans are approved

Council hearings on Mayor's

recommended 2015 budget

and updates to the five-year
financial direction

October

November

December

Council hearings on Mayor’s reco
updates to the five-year

mmended 2015 budget and
financial direction

Adoption of 2015 budget
and five-year financial
direction
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INTEGRATING KEY CITY PROCESSES

Inputs:
Minneapolis
Comprehensive Plan

Socioeconomic Trends
Key Financial Challenges &

Citywide

Financial Projections Strate.glc
Neighborhood Plans —> Planni ng
Sustainability Indicators Process

Resident Survey
Outcome Measures

T

(Once every four years)

Performance
Monitoring &
Evaluation

(Results Minneapolis,
Internal Department
iscussion on Results ang
Programs)

Outputs:

Program Proposals Created
for Departmental Budgets

Results Articulated within Annual
Resources Allocated

Department Budgets and
Programs Aligned with City
Goals, Financial Policy
Direction, and Department
Business Plans

Budget Process

City of Minneapolis - Strategic Planning C8

Outputs:
City Vision

City Values
City Goals
City Strategic Directions

Department
Business
Planning
Process

(Four-year time horizon
with annual updates)

Outputs:

Department Mission, Vision,
and Values Department Goals,
Objectives and Tactics and/or
Department Initiatives

Performance Measures, Data
and Targets

Resource Plans (Workforce,
Finance, Technology,
Equipment and Space)
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City of Minneapolis
2014 Budget
Integrating Key City Processes

Setting priorities for the City is one of the most important responsibilities Minneapolis’ elected
officials have. These priorities are articulated and discussed through a number of different
means: citywide strategic planning, department business planning, the annual budget process,
and performance monitoring.

The diagram on the previous page illustrates the linkages among these key City processes. By
fully integrating strategic planning, business planning, budgeting and performance monitoring,
Minneapolis has the opportunity to change the way it plans for the future and to ensure its
efforts and resources are aligned in the same direction.

Citywide Strategic Planning

Strategic planning is a process in which an organization sets its long-term future direction. It is
a tool for assessing its current and future environment and for ensuring the organization’s
energies are focused toward achieving strategic goals.

In April 2010, the Mayor and City Council adopted a new set of City Goals and Strategic
Directions. This work builds on previous City goals and a resolution establishing commitment to
business planning and the five-year financial direction. This strategic policy direction serves as
a guide by which all other policy decisions should be assessed. As elected officials and
departments make decisions throughout the year, they should be asking “does this support the
City’s strategic plan?”

Department Business Planning

The development of the citywide strategic plan is intended to provide clear direction for
departments’ business planning efforts. Through the planning and budgeting processes,
departments are given direction as to City priorities and their projected level of resources over
the next several years, and now have the opportunity to structure their work accordingly. A
department’s business plan will articulate the alignment of its services with the citywide strategic
plan.

Business planning is a process that provides both strategic and tactical direction to City
departments. A business plan is a mid-range plan (Minneapolis uses a four-year planning
horizon) that aligns department services with City strategic goals. A business plan addresses
what the department does, what it is trying to achieve, how to achieve it, what resources to use,
and how it will know when it has been successful.

Annual Business Plan Updates and Priority Updates

The City develops a four-year business plan accompanied by annual updates following the
adoption of the budget. The next long-term citywide strategic planning process will begin in
2014, with changes to or development of new goals and directions, followed by updates to
departmental business plans. The current goals and strategic directions for departments are
listed at the end of this section.
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Jan. Feb. Mar. | Apr.| May | Jun.|Jdul. Aug. Sept.| Oct.| Nov. Dec.

2014 Strategic |City Goals| Departments Write 4- Council Approval of Budget
Planning | Adopted | Year Business Plans Business Plans Adoption

2015 Departmental Business Plan Budget
& Priorities Annual Update Adoption

2016 Departmental Business Plan Budget
& Priorities Annual Update Adoption

2017 Departmental Business Plan * Budget
& Priorities Annual Update - Adoption

Election

The Annual Budget Process

Minneapolis’ annual budget process is when the Mayor and City Council articulate their priorities
for the upcoming year by allocating City financial resources accordingly. Through the further
integration of the City’s planning, budgeting and performance measurement processes, it is
expected that the decisions surrounding the budget process will be better informed as these
planning efforts come to fruition. The business plans provide greater clarity of the hoped-for
future direction of departments, and performance measurement helps assess whether current
strategies are yielding those expected results.

As stated above, during the planning and budgeting process, departments are given the
projected level of financial resources to expect over the next several years and plans are
adjusted accordingly.

Performance Monitoring

Performance monitoring is the means we use to examine our progress toward both our City and
department goals. A successful performance monitoring system can lead to continuous
improvement of program performance, improved customer service, strengthened accountability
and empowered employees.

Performance measures can assist in keeping budget discussions focused on expected
outcomes, allowing for greater creativity in how those outcomes are achieved. Finally,
performance measures can give both the policy makers and department management the
language they need to have a discussion about what resources are needed and why.

In addition to incorporating performance measures into the budget process, the City discusses
department measures and community indicators during weekly Results Minneapolis progress
conferences. Results Minneapolis is a performance monitoring effort whereby each City
department presents before a panel at least annually to discuss progress on outcomes that it
deems most important in its decision-making process.
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What is “Results Minneapolis?”

Results Minneapolis is a management tool Minneapolis city leaders use to monitor progress and
offer strategic counsel toward achieving the City’s recently adopted four-year goals and 20-year
vision. The six city goals are:

A Safe Place to Call Home — People and businesses thrive in a safe and secure city.
Livable Communities, Healthy Lives — Our built and natural environment adds
character to our city, enhances our health and enriches our lives.

Eco-Focused — Minneapolis is an internationally recognized leader for a healthy
environment and sustainable future.

Jobs & Economic Vitality — A world-class city and 21 century economic powerhouse.
Many People, One Minneapolis — Inclusiveness is a treasured asset; everyone’s
potential is tapped.

A City that Works — Minneapolis is a model of fiscal responsibility, technological
innovation and values-based, results-driven municipal government.

A review panel of City leaders meets with a different department head each week to track
progress and discuss strategies on key performance measures. The discussions are meant to
be probing, informative and at all times constructive. By regularly tracking performance data at
“progress conferences,” City leaders can identify areas where the City is excelling, as well as
opportunities for improvement.

How Results Minneapolis is better helping us meet our goals

Results Minneapolis has institutionalized Minneapolis as a results-focused, data-driven and
more transparent government. Monitoring performance helps City decision-makers be more
effective by providing the information they need to proactively implement management changes
for improved results. Results Minneapolis ensures that all managers are focused on achieving
common outcomes and resources are aligned with the greatest needs of the City.

Public reporting of our measures

While performance data had been publicly available City’s budget document, the City developed
a more public-friendly website (www.minneapolismn.gov/results) in 2008 with the help of
residents to share the City’s key performance information. This website is the residents’ window
for monitoring the City’s progress on the critical areas that residents care about most.
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Department 2010-2014 Business Plan Goals

And Related City Goals

City Goals Reference Key:

Goal 1 A Safe Place to Call Home
Goal 2 Livable Communities, Healthy Lives i
-
Goal 3 Eco-Focused \}
N i |
Goal 4 Jobs & Economic Vitality |
Goal 5 Many People, One Minneapolis ’
Goal 6 A City that Works ASIA
Department Department Goals Related City
Goal(s)

311 311 prepared to handle any question or service a

customer may have

Customer facing city services and business

processes are continuously improved

311 is recognized as the primary portal to City

nonemergency information and services

311 will be managed toward operational

excellence - people, process and technology — to

deliver the best customer service
Assessor’s The Assessor’s office is transparent in interactions
Office with stakeholders and accountable for assuring all

valuations are fair equitable and defensible.

Department efforts result in both incremental and
breakthrough process improvements

Department employees are high-performing
engaged and empowered

The department’s institutional knowledge is
maintained through training, mentoring and
coaching

Technology based business solutions improve our
efficiency and effectiveness

City Attorney’s
Office

Domestic violence deterred through the
“Minneapolis Model”

Aeille =4 sl e
b

)
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Reduce repeat livability crime to create welcoming
neighborhoods and a thriving downtown

Violent crimes are aggressively prosecuted

Enhance the effectiveness and efficiency of the
criminal justice system

Provide high quality legal services to better inform
client decision making and achieve desired results

Minimize civil liability of City

City
Coordinator’s
Office

All our work supports better results on City goals
& directions through smart and creative use of all
resources, high-quality measurement data and
strong connections to funding priorities

Good management tools are tested, available and
used for process improvement, innovation and
idea generation, and overall organizational
development

Our partners and the reach of strategic
partnerships —internal and external to government
— grow exponentially in coming years

Sustainable is both our watchword and the way
we do everything

Departmental or divisional silos disappear and
cross-departmental collaboration in solving public
problems is the City’s cultural norm

The City’s arts goals are clearly defined and
communicated, and central to strengthening our
economy through art & artist support and
coordination

Civil Rights

Enforce the Minneapolis Civil Rights Ordinance

Enforce the Minneapolis Civilian Police Authority
Ordinance

Monitor employment/hiring goals for contractors
supplying the city with goods, services and
construction activities.

Monitor small and underutilized business
participation on city-assisted contracts

Monitor contractor compliance with federal and
city wage mandates
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Communications

Deliver open transparent access to City news and
information

Manage the City’s image so that Minneapolis is
recognized as safe, green, healthy, vital, diverse
and well-managed

Partner with City departments and leadership to
foster an engaged and informed City workforce

City’s Communications strategies and tools
continuously evolve and improve to match
emerging trends and best practices

CPED Plan and develop a vibrant, sustainable S
community & ‘\v.m ’
T Vs
g
Promote Private Sector Growth to build a healthy
economy E T
Promote economic self-sufficiency for individuals
and families ﬁ sﬁ T
Develop and preserve lifecycle housing —
throughout the city ﬁgm ﬁ T
T
umulllllmuu
Convention MCC is a safe environment for employees and —ER
MCC uses resources efficiently & Tﬂ
MCC delivers quality products and services ﬂ ﬁP
a
MCC has a superior work culture that is employee
focused and client-centered ; AT
MCC is recognized as a hospitality asset for the R
community and region. Tﬁ!m ’
) iiﬁiil‘
"( oo
g o
Finance Reduce and minimize loss and risk exposure to

the City and protect City assets

Optimize insurance values

Reduce accidents involving City employees, and
maintain a safe and productive workforce

B
o
T
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City decision-makers receive and make decisions
based on strategic financial information

Departments manage and prioritize resources to
provide services to Minneapolis residents and
other City departments

The City plans for and makes effective use of
available financial and personnel resources

City staff is able to follow user-friendly processes
for development of annual operating and capital
budgets

City debt is managed actively to take advantage of
market conditions

pillsir il

Fire Department

The department is committed to the mitigation of
emergency occurrences and in limiting the
negative impact of emergencies when they do
occur, by providing education which is culturally
sensitive, focused on saving lives, fire prevention
and other general safety tips

i f&\\.
i

» Illiilllllln.‘:lnlu

b I"‘&
ﬁgﬁm
UL

Every dwelling has a smoke detector and CO2
monitor

[

Explore other business models of service
delivery to identify innovative opportunities and
initiate changes to improve the efficiency and
effectiveness of operations

Maintain a state of readiness at all times no matter
what event or incident triggers a suppression or
rescue call

Promote employee safety, health and fitness as
top priorities

Foster lifelong learning to meet the ever evolving
changing public needs and expectations

Improve dept’s capacity to better adapt to
economic challenges, changing expectations/
accountabilities and new technology

Proactively foster relationships with all City
departments

Maintain and maximize the use of the state of the
art Emergency Operations Training Facility
(ETOF)

Identify and implement technology based
solutions to improve the efficiency and
effectiveness of our

services and programs

Health and Family
Support

Strong Urban Public Health Infrastructure

W R R e e

Healthy weight through active living and healthy
eating

Tl

Healthy sexuality and relationships

B

Thriving and Violence Free Youth

j 2
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A Healthy Start to Life and Learning

&

=

Human
Resources

An environment exists where City employees are
motivated to contribute to organizational success

The City work environment values, respects and
embraces diversity and inclusion

=

The City has a comprehensive approach to
performance management that effectively aligns
the individual contributions of employees to the
accomplishment of citywide goals

The City is a continuous learning and
development organization

HR strategy, policies and enterprise systems are
progressive and support innovation, continuous
improvement and effective utilization of City
services & resources

Labor strategy supports City goals and
collaborative labor management relationships

Intergovernmental
Relations

Resources will be found to fund city priorities

R R W R R

Grants Management resource for city departments

I'I‘“\\.
ﬂ%ﬁl‘
i

ML

Achieve federal and state legislative agenda

Maintain and strengthen existing partnerships
and where appropriate develop new ones

Cultivate Met Council relationship

Neighborhood
And Community
Relations

Stakeholders are engaged and have the
information they need to participate in
neighborhood, community and City discourse,
processes and opportunities

Empowered, inclusive and valued neighborhood
organizations

City government is understandable, and services
and programs are obtainable and equitable for all
residents

k

\g

Thriving, safe, sustainable and livable
neighborhoods

> ’;\:\ i fn‘\\_
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Police
Department

Citizens have confidence in and trust their police
force

A department which is a national leader in police
innovation.

People in our community feel safe

A department which is a national leader in
reduction of domestic violence

A department which is a national leader in
addressing gang crime

Public Works

A work environment that supports, empowers,
develops and engages our employees

) 3 Be

A work environment where continuous
improvement is the culture

gl |

Infrastructure is managed in a sustainable
manner, consistent with policy goals established
by the council

ﬂjﬂ f\\
IIIII|I||||||||||u

Interaction with Public Works is a courteous,
professional and responsive experience

Regulatory
Services

Through emergency preparedness, regulatory
enforcement and education, Minneapolis
properties (commercial and residential), streets
and neighborhoods are safe for residents and
visitors

i:‘ E\?\ ﬂ \. ||\§
7 % III|I||||||||||||||

Outdoor and indoor spaces are free of health
hazards with residents making healthy choices

Minneapolis is considered a livable and inviting
community to residents and visitors alike.

Regulatory Services is continually seeking means
to improve our employees and the delivery of
services to our customers

Tﬂ
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Financial Policies
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City of Minneapolis
2014 Budget

Financial Management Policies

OPERATING BUDGET POLICIES

The objective of the operating budget policies is to ensure that sufficient information is available
to decision makers to provide for adequate levels of funding for essential City services at
reasonable costs.

Balanced Budget. The operating budget for the City shall be balanced. For each fund,
ongoing costs are not to exceed ongoing revenues plus available fund balances used in
accordance with reserve policies.

Self-Supporting Enterprises [including Internal Service Funds]. All enterprise activities of
the City shall be self-supporting, including those activities contained within the Internal Service
Funds. To the extent that an activity is not self-supporting, long-term financial plans shall be
created to secure a self-supporting state in the future.

Service Levels. Changes in service levels shall be governed by the following:

e Budget Process. The annual budget process is intended to weigh all competing requests for
City resources within expected fiscal constraints. Requests for new programs should be made
as a part of the annual budget process. New initiatives will be financed by reallocating
existing City resources to the services with the highest priorities as determined by the City
Council.

e Personnel Expenses. Departments are to account for the salaries and benefits of
permanent employees within their ongoing budget appropriations. Departments may use
projections of bell-curve staffing to adjust the level of employees throughout the year as long
as the department does not exceed its appropriated budget. The total number of allocated
(budgeted) FTEs shall not be increased to account for bell-curve staffing. Rather, the base
level of FTEs shall be based upon an average staffing level achieved by hiring to maintain the
average.

[New in 2014] In the event that service levels are not able to be maintained with the current
complement of budgeted FTEs, departments may seek to expand staffing to meet business
needs. To accomplish this, departments shall prepare a business case showing the targeted
service level, the change in ability to meet the service level, reasons for the change in level of
service required, the amount of additional staff resources necessary to meet services and a
plan for reduction of staffing when the need for service declines. The business case shall be
submitted to the Finance and Property Services Department, Human Resources Department,
and the City Coordinator’s Office for review and approval. The department shall report
guarterly to the Finance and Property Services Department, Human Resources Department,
and the City Coordinator’s Office the status of meeting targeted service levels to provide
continued justification of the need for expanded staffing.
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e Overtime Limitation. The policy approved by the Mayor and Council limits all departmental
overtime to 5% of the budgeted amount for the salaries and wages category in the current
budget year.

e [New in 2014] Internal Service Fund Charges. Internal service funds’ charges shall be fully
allocated to the extent possible using approved allocation methodology. Charges allocated to
General Fund departments shall be funded per the approved allocation model. Non-General Fund
departments, including special revenue funds and enterprise funds, shall fully fund their allocated
costs with fund revenues. Additional costs incurred by departments throughout the year shall be
funded by the department with the understanding that the expenditures were either planned
through the CARs process or as part of the department’s operating budget. Appropriation
authority used in one year to enhance internal service fund-related costs will be reviewed on an
annual basis for continued appropriation in the subsequent budget year, including both operating
and CARs budgets. Subject to review by Finance and Property Services and the internal service
fund staff, the additional cost and/or service will be funded through the rate model in the
subsequent budget year using the approved allocation methodology.

e Elected Official Budgets. A year-end deficit will be allowed for each ward and the
Mayor's office budget with the exception of the final year of term (but not for two
consecutive years). The deficit will be paid by March 31 or the Council Member or
Mayor's office budget for the current year will be reduced at mid-year. If there are savings in a
ward or Mayor's budget, these savings may be re-appropriated from one year to the next year,
but cannot be reappropriated the final year of the term.

* Grant Funded Programs. General governmental programs financed with grant awards
shall be budgeted in special revenue funds, and the service program shall be adjusted to
reflect the level of available grant funding. Grant funding for permanent improvement funds
and internal service and enterprise fund activities shall be accounted for in those funds.
Individual grant budgets are controlled in the financial system at the cost category level. In
the event of reduced grant funding, City funding sources shall be substituted only after all
competing program priorities are considered during the annual budget process. Grant
programs that require an on-going City funding commitment shall be specified at the time of
grant acceptance and may be rejected on the basis that the City is unwilling or unable to
provide continued funding.

Basis of Budgeting. The basis of budgeting and accounting are the same, except as noted below.
The budgets of all governmental funds are created using the modified accrual basis. Revenues are
budgeted if they are measurable and available as net current assets. Major revenues that are
determined to be susceptible to accrual and budgeted accordingly include the following: property
taxes, special assessments, grants-in-aid, intergovernmental revenues, rentals, franchise fees, and
intra-city charges.

Interest on investments, short-term notes, and loans receivable are accrued and budgeted.
Interest on special assessments receivable is not accrued or budgeted. Major revenues that are
not accrued because they are not available soon enough to pay liabilities of the current period or
are not objectively measurable include the following: delinquent property taxes and assessments,
licenses, permits, fines and forfeitures. Delinquent property taxes are not budgeted, while the
other categories are budgeted on a cash basis.
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In the governmental funds, expenditures are generally budgeted when the related fund liability is
incurred. Only the current portion of principal and interest expense on general long-term debt is
budgeted. Compensated Absences and Other Post-Employment Benefits are not budgeted and are
considered expenditures at the time they are paid. Salary expenditures are budgeted based on full
time equivalents (FTES), regardless of the type of pay.

Proprietary [internal service and enterprise] funds use the accrual basis, and revenues are budgeted
as they are anticipated to be earned. Unbilled utility service receivables are recorded at year end.
Utility service revenue estimates are based on the number of users and volume of service
consumed, without a factor for delinquencies. Long-term liabilities are recorded at full cost, including
Compensated Absences and the actuarial accrued liability for Other Post-Employment Benefits.

Budgetary Controls. The legal level of budgetary control is at the department level within a fund.
The City Coordinator's Departments, the Public Works Department and the City Council/City
Clerk/Elections areas are examples of levels that are considered to be legal levels of budgetary
control within a fund, even though budgetary data may be presented at lower levels within the
department. Budget amendments at the department/fund level must be approved by the City
Council. Budget amendments below the department/fund level may be approved by the appropriate
department director, but are not required. Generally all appropriations for operating activities lapse at
year end, with the exceptions of approved encumbrances and requests approved during the roll-
over/re-appropriation process after year end [See re-appropriation of authority in the Authority of
Finance Officer Section].

Purchase orders, contracts, and other commitments are recorded as encumbrances, which reserve
appropriation authority. Encumbrances outstanding at year-end are reported as restrictions of fund
balance. The appropriations for these encumbrances do not automatically transfer to the following
year, but rather are included as part of the annual roll-over/re-appropriation processes.

Five-Year Financial Direction. City departments prepare business plans with a rolling five- year
planning horizon which reflect the anticipated allocation of general City revenues, including property
tax and state aid revenue, as well as Special Revenues other than grant funds. This financial
direction is based upon the City’s shared revenue distribution policy which aligns the revenue growth
of City departments and independent boards. The financial direction is updated annually with each
budget release.

Grant Funding in the Five-Year Financial Direction. All applications for grant funding require
Council approval. Any department applying for grant funding should be aware of the effect on their
budget of one-time-only funding; additional costs for maintenance, operation, and replacement of
equipment and other capital assets purchased with grant funding; as well as grant funding that
provides for funding of personnel and requires the maintenance of a minimum staffing level and/or
maintenance of effort contribution. The department requesting the approval and acceptance of grant
funding shall determine the amount of additional City resources that will be required to fund the
ongoing services, maintenance and operation costs, and positions once the grant funding expires.
Those estimates shall be reported to the Finance and Property Services Department, as well as
included as information when seeking Council approval for accepting and entering into the grant
agreement. As a condition of accepting the funds, the Council shall identify permanent resources
and amend the Five-Year Financial Direction to reflect adequate resources to cover the costs and
retain the positions, if appropriate, once the grant funding ends.
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REVENUE POLICIES

The objective of the revenue policies is to ensure that funding is derived from a fair, equitable,
defensible, and adequate resource base, while minimizing tax burdens.

Revenue Structure and Sources. The City shall maintain a stable and diverse revenue system
to shelter programs and services from short-term fluctuations in any single revenue source.
Services with a citywide benefit shall be financed with revenue sources generated from a broad
base, such as property taxes, state aids, and general fees. Services where the customer
determines the use shall be financed with a combination of broad-based revenues as well as user
fees, charges, and assessments related to the level of service provided.

[New in 2014] Revenues Default to General Fund. All non-restricted revenues shall be
deposited in the General Fund and appropriated through the annual budget process. Except where
required by law, ordinance, generally accepted accounting principles (GAAP), or resolution, no
revenues shall be dedicated for specific purposes.

Revenue Distribution. Major sources of broad-based revenue, including Local Government Aid
(LGA) and property tax revenue, shall be treated in the aggregate, allowing for changes in the level
of resources to be consistently aligned among the City and independent boards. Future increases
and decreases will be aligned with available resources, and the annual percentage change in
revenue available for activities of the City, Park Board and MBC will be similar for each entity.

Costs of shared services among the jurisdictions will be funded prior to determining the amount of
resources available for general operating expenditures. These costs include closed pension
obligations, previously approved internal service fund workout plans, the Bond Redemption Fund
levy, the Permanent Improvement Fund levy, the Minneapolis Public Housing Authority special levy,
the Teacher's Retirement Association special levy, the Library Market Value Referendum levy, the
levy for the Board of Estimate and Taxation, and shared administrative costs.

City and independent board priorities that require an increase for one entity above others will be
clearly funded to allow for maximum transparency.

The annual adjustment in revenues available to each entity in a given budget year for general
activities will be based on the projected percentage increase in costs. The funding available for the
activities will be based on the sum of the LGA, total tax collections, and total General Fund revenues
after funding the costs of shared services outlined above. Available funding shall exclude funds
transferred to other entities, including the following:

e For the Park Board, the funding amount shall exclude the General Fund
Overhead transfer to the City, the General Fund Administration Fee transfer
to the City, and the costs of Park Board Capital Improvements funded from
the Park Board levy.

¢ For MBC, the funding amount shall exclude the General Fund Overhead transfer to
the City.

e For the City's General Fund, the funding amount shall exclude the General Fund
Overhead not recovered from the Park Board, MBC, and others.
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The tax revenue percentage change for the City, the Park Board, and MBC may vary from year to
year based on adjustments to LGA, total General Fund revenues, and adjustments to those items
excluded from general activities, as well as adjustments to the projected change in cost of providing
services.

License, Permit and User Fees. The City may implement user charges to supplement general
revenue sources for identified services where the costs are related to the level of service. The user
charge may not exceed the cost of providing the service, although the City may recoup all associated
and indirect costs, subject to limitations imposed by Statute, Charter or Ordinance. The City, at the
direction of the City Council, may charge less than the cost of providing the service. Fee schedule
shall be reviewed with Finance and Property Services and approved by the Council on an annual
basis.

Local Sales Taxes. The City shall use the proceeds from local sales taxes dedicated by the
State for municipal use as funding permits for the following purposes:

o For the payment of debt service obligations on the City's convention center.

o For operational support of the City’s convention center, inclusive of maintenance,
service, and marketing agreements.

o For baseline capital projects and maintenance at City facilities as allowed by law,
including the City’s convention center and Target Center.

e For establishment of reserves in a tax stabilization account to smooth changes in
taxes levied.

e For infrastructure needs that promote economic development.
For economic development-related public safety needs.
For discretionary capital projects at the City’s convention center and Target
Center.

o Other needs as determined by the city.

Cost of Service. The City shall establish user charges and fees at a level that reflects the cost of
providing the service. Components of the user charges may include operating and capital costs, as
well as the direct and indirect costs of providing the service. Full cost charges shall be imposed
unless it is determined that policy, legal or market factors require lower fees.

Non-Resident Charges. User fees and other appropriate charges shall be levied for City activities,

services or facilities in which non-residents participate, whenever practical. Non- resident fees may

be set at different levels than charges to residents to minimize the tax burden on City residents. The
user fee may not exceed the cost of providing the service.

Enterprise Service Fees and Rates. User charges for Enterprise Services such as water, sewer,
stormwater, and solid waste collection, shall be set at rates sufficient to finance all direct and indirect
operating, capital, reserve/working capital, and debt service costs. Overhead expenses and general
government services provided to the enterprise activities shall be included as indirect costs. Rates
shall be set such that these enterprise funds maintain a positive cash position throughout the year
and provide for sufficient reserves as determined by fund policy.

Administrative Fees. The General Fund Overhead Allocation Model shall be used to recover

General Fund costs attributed to all non-General Fund activities and to allocate costs to General Fund
activities for the purpose of calculating indirect costs.
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Fines and Administrative Citations. Levels of fines shall be set according to legal guidelines,
deterrent effect, administrative costs and revenue potential.

Dedicated Revenues. All non-restricted revenues shall be deposited in the General Fund and
appropriated through the annual budget process. Except where required by law or generally
accepted accounting principles (GAAP), no revenues shall be dedicated for specific purposes.

Private Revenues. All private money donated and accounted for as public money, contributed or
lent to the City shall be subject to grant solicitation and acceptance procedures, deposited in the
appropriate City fund, and accounted for as public money through the City's budget process and
financial system.

City-Administered Special Assessments. The City Council has the authority to levy special
assessments. There are four main areas of assessments:

e Capital or Infrastructure/Public Works Improvements: The most common types of
assessments are for infrastructure improvements and replacements such as
sidewalks, street improvements, water and sewer line repairs (not including delinquent
utility bills) and special service districts.

¢ Inspections and Code Enforcement: The most common types are for rubbish removal;
trees, grass and brush cutting; inspection fees for inoperable vehicles towed from
private property; re-inspection fees; administrative citations; vacant building registration
fees; and inspections.

o Tax-Forfeited Properties: A portion of nuisance abatement special
assessments under State statute may be cancelled for tax-forfeited properties.

e Park Board: The most common types of assessments are for tree removal, and
parkway and sidewalk reconstruction, similar to Public Works Improvements.

¢ Unpaid Citations and Invoices: The most common types are for unpaid
administrative citations and utility bills, as well as abatement and service
invoices associated with Inspections and Code Enforcement (above).

Method of Payment (Public Works Improvement Assessments). Owners of benefiting
properties shall have the option of paying their assessments all at once or in installments as
part of their annual real estate taxes following the process outlined in MN Statutes 429.061.
The City Council shall determine the number of equal annual installments, not to exceed
twenty, in which assessments may be paid. The City Council shall determine the interest rate
to be paid annually on all unpaid installments; this rate shall be set annually based upon the
financing cost of the improvement. The first installment shall be payable in the year following
completion of the project and in the same manner as real estate taxes.

Method of Payment (Inspections, Code Enforcement and Unpaid Citations/Invoice
Assessments). Owners of properties with unpaid citations and invoices shall have the
amount of the outstanding balance certified to the County by December 15" of the year prior
to collection following the process outlined in MN Statutes 429.101. The assessed amount
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shall be payable in the year following certification of the assessed amount and in the same
manner as real estate taxes.

Uniform Assessment Rate. The Uniform Assessment Rate is a standardized rate applied
in street construction and street renovation projects. Assessments shall be part of the
funding for all street paving construction/reconstruction projects for which the City is to bear
any part of the cost, except for freeways. This rate shall be applied to the square footage
per parcel in the project area to arrive at an assessment cost for each benefited property.
The goal of the rate is to ensure an equitable distribution of costs between projects and to
assess approximately 25% of construction project costs. The Uniform Assessment shall be
calculated annually and submitted to the City Council’s Transportation and Public Works
Committee for approval. Separate rates must be established based on the type of project
(construction, renovation, or resurfacing), funding category (local or other) and benefited
parcel category (non-residential or residential).

Permanent Improvement Fund. The Permanent Improvement Fund is used to account for
construction costs on basic governmental infrastructure projects. The fund is used to record
both expenditures on projects and revenues received from outside funding sources as well as
such internal sources as capital improvement tax levies, special assessments, and proceeds
of bonds issued for public infrastructure projects. All project costs not assessed shall be paid
from this fund. If the amount of money raised through special assessments is insufficient to
pay the maximum amount specified for the project, the balance shall be paid from the
Permanent Improvement Fund and offsetting revenue. City Council approval is required in
order for the Permanent Improvement Fund to cover funding deficiencies.

Proceeds from Sale of Real Property. City Ord. Sec. 14.120 requires proceeds from the sale of City
property to be deposited into a Property Disposition Fund. The proceeds of this fund are to be used
for implementing the City’s strategic real estate plan as developed and approved by the Facilities,
Space, and Asset Management (FSAM) Committee with the exception of enterprise and proprietary
funds and those funds associated with economic development purposes.

FUND BALANCE POLICIES

The objective of the fund balance policies is to provide adequate working capital for cash flow and
contingency purposes, while maintaining reasonable tax rates.

General Fund Cash Flow and Contingency. The City shall maintain a minimum unrestricted
General Fund balance of 17% of the following year's General Fund budgeted expenditures amount
to be used for cash flow purposes, unanticipated expenditures of a non-recurring nature, and to
meet unexpected increases in service delivery costs or unexpected revenue shortfalls. These
funds are used to avoid cash flow interruptions, generate interest income, and to avoid the need
for short-term borrowing.

Adequate operating contingency reserves shall be maintained to provide for business interruption
costs and other unanticipated expenditures of a non-recurring nature. Enterprise funds shall also
maintain adequate capital fund reserves for emergency improvements relating to new regulations,
or emergency needs for capital repair or replacement.
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For all other funds, appropriate balances shall be maintained reflecting the nature of the
accounts, including the following:

General Fund Operating Contingency. Separate from the unallocated general fund reserve
balance, the City shall budget an operating budget contingency of not less than 1% of all budgeted
general fund expenditures in each of the applicable years planned for in the City’s Five-Year
Financial Direction.

Non-General Governmental Funds. The appropriate balances shall be the amount needed to
maintain positive cash balances throughout the year with exceptions made for those funds
associated with economic development purposes which may be aggregated by fund type to maintain
a positive balance.

Enterprise Funds. The City shall maintain a minimum cash balance in its Enterprise Funds equal to
approximately three months of operating expense, or 25% of the annual operating budget. This
balance shall be maintained to ensure adequate maintenance reserves, cash flow balancing
requirements and legal restrictions. Where cost-effective access to capital markets is available and
debt financing is regularly used, replacement balances shall not be maintained so current consumers
are not required to pay for future facilities, with exceptions made for those funds associated with
economic development purposes. Balances in excess of three months of operating expense may be
utilized for capital purchases and replacements in lieu of debt financing if doing so allows for
continued maintenance of appropriate balances and funding plans.

Internal Service Funds. The following balances shall be maintained to ensure adequate
maintenance reserves, cash flow balancing requirements and legal restrictions:

e Self-Insurance Fund shall maintain a cash balance equal to the unpaid claims payable
amount on its balance sheet plus 10% of the annual department operating budgets
within the fund. Net position within the fund should not fall below zero.

e Fleet Services, Intergovernmental Services, and Property Services Funds: If allocation
model charges to customers are sufficient to cover debt service or depreciation expense,
then the minimum cash balance should be 15% of the fund’s operating budget. If not,
the reserve should be 15% of the fund’s total budget. Net position shall not fall below
two times the fund’s annual depreciation amount.

o0 Stores and Engineering Materials & Testing Funds shall maintain cash and net
position equal to 15% of the fund’s annual operating budget.

Use of Fund Balances. Fund balance is the cumulative years’ excess or deficit of all revenues and
expense. In the case of proprietary funds, this is termed unrestricted net position. For the purposes
of the budget, revenue and expense activity includes bond proceeds and debt service. Available fund
balances shall not be used for ongoing operating expenditures, unless a determination has been
made that available balances are in excess of required guidelines and plans have been established
to address any future operating budget shortfalls. Emphasis shall be placed on one-time uses that
achieve future operating cost reductions and/or service level efficiencies.

Annual Review. An annual review of cash flow requirements and appropriate fund balances shall
be undertaken to determine whether modifications are appropriate for the reserve policy.
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ACCOUNTING POLICIES

The objective of the accounting policies is to ensure that all financial transactions of the City and its
boards, commissions, and agencies conform to federal and state laws and regulations and generally
accepted accounting principles (GAAP).

Accounting Standards. The City shall establish and maintain a central accounting system
according to GAAP, which are set by the Governmental Accounting Standards Board (GASB) and
the Financial Accounting Standards Board (FASB). The central system shall be used for financial
transactions of all City departments, boards, and independent agencies.

Disclosure and Monitoring. Full disclosure is provided in all financial statements and bond
representations. Financial systems are maintained to monitor all financial activity on a daily,
monthly, and year-end basis. A Comprehensive Annual Financial Report (CAFR) is published by
the City within six months of the fiscal year end as required by the Office of the Minnesota State
Auditor. The CAFR shall be published on the City’s website.

INVESTMENT POLICIES

All resources for the City of Minneapolis not immediately required for payment of obligations are
placed in an investment pool to earn income for the City. The investment pool consists of the
combined cash balances of the various funds of the City. The pooled cash is parceled out to
investment management firms. Investment pool earnings are allocated monthly to the various funds.
All investments must comply with State and Federal law, as well as the City’'s “Investment Guidelines.”
The “Investment Guidelines” contain the full investment policies of the City.

DEVELOPMENT FINANCE POLICIES

The objective of the development finance policies is to provide guidance for public assistance to
community development efforts in a manner that balances costs against benefits. In addition to the
City’s Financial Management Policies, detailed guidelines have been adopted by the City to manage
specific development resources and programs. To the greatest extent possible, all development
activities shall be self-supporting. City staff shall identify sufficient public and private resources at the
time a project is approved to ensure feasible completion and operation of the project. All development
financing proposals shall be reviewed to ensure that the proposed finance plan is reasonable,
balanced, and the best means by which to achieve City objectives, while adequately protecting
citywide financial interests.

Tax Increment Policy. The Tax Increment Policy guides the City’s use of the tax increment
financing (TIF) tool, identifying the purposes and conditions under which TIF will be used and the
factors to be considered when evaluating developers’ applications for TIF assistance. The policy
provides that TIF will only be used when the City has the financial capacity to provide needed public
assistance and a developer can clearly demonstrate that the development will be able to meet its
financial and public purpose commitments. The City seeks to recapture the public investment to the
maximum extent feasible after allowing the developer a reasonable return. Alternatives such as “pay
as you go” financing and reimbursing front-end public redevelopment costs with tax increment
revenues are preferable to bond financing. The City will only issue general obligation tax increment
bonds in rare situations and under certain strict criteria. Only those public improvements and public
redevelopment costs directly associated with or needed to service proposed development plans or
projects are to be financed through TIF.
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The complete current Tax Increment Policy, approved by the City Council is available at:
http://www.ci.minneapolis.mn.us/cped/resources/reports/cped tax increment policy

Tax Abatement Policies. The Policy for the Use of Tax Abatement for Historic Properties identifies
the circumstances in which the City will consider the use of tax abatement to support the substantial
rehabilitation of designated historic preservation properties. Proposed uses of tax abatement must
achieve one or more identified objectives, and the expected benefits to the City must at least equal
the City’s costs. The complete current policy, approved by the City Council is available in its entirety
at: http://www.ci.minneapolis.mn.us/cped/resources/reports/cped tax abatement historic

Tax Increment Special Revenue Funds and Internal Loans. State statute requires that tax
increment (TI) revenues be segregated from all other revenues of the City and maintained in
separate funds established for each individual Tl district. As a result of this statutory requirement, a
separate fund is established at the time a new TI district is approved. Qualifying expenses are
charged to these individual district funds as they are incurred. This action could result in negative
balances in a fund until Tl revenues are generated from the district.

When a district has a negative fund balance, this is considered to be an internal loan by the Office of
the State Auditor and the T1 Act requires prior, specific action to be taken by the City to authorize
these internal, inter-fund loans.

As part of the budget process, and for purposes of covering any temporary negative fund balances,
the City authorizes the advance of revenues from other Tl special revenue funds in the amount
needed to offset any negative fund balances incurred within a Tl fund prior to or in excess of the
collection of sufficient Tl revenue. The interest rate paid on any advance will be equal to the rate of
interest those revenues would have earned in their respective fund. The term of any advances shall
end upon termination of any TI district that carries the negative fund balance. As Tl revenues are
available in a Tl fund that previously had a negative balance, the advance shall be offset by the
amount available in that fund.

Capital advances needed for negative fund balances will not result in the actual movement of revenue
between funds, but the positive balance of all the City’s Tl funds will offset any negative balance in a
Tl fund.

PUBLIC PARTICIPATION POLICIES

The objective of the public participation policies is to enhance the City's ability to meet financial and
policy challenges by promoting a well-informed community and by encouraging public input in the
decision-making process.

Financial and Performance Measurement Reports. Information regarding the City budget,
financial statements and performance measurement shall be available to residents.

Budget and Service Priorities. Various methods shall be used to ensure public input into the
budgeting process, such as informational hearings, surveys, resident-based review committees and
community meetings.
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ALLOCATION MODEL POLICIES
The City employs cost allocation models for a variety of purposes:

e Recovery of indirect costs for grants, capital projects, internal and external work-for-
others.

e Internal Service Funds cost recovery.

e To support activities and services of departments funded by the General Fund that are
provided to other departments supported by other fund types.

e Provide for a mechanism to calculate the total cost of service when determining user
fees and charges

The primary methodology used is Activity-Based-Costing which links the cost of the
service provided to the consumption of the service.

e Cost allocation models should recover indirect labor, depreciation, general and
administrative costs, and costs from other allocation models.

e Cost allocation models should abide by grant agreements, contracts and other
applicable Federal, State and local guidelines.

e Cost allocation models should be reviewed and updated annually.

e Costs shall be allocated to the fullest extent possible. Costs deemed non-allocable
(for example, un-utilized space in leased facilities) shall be allocated to a non-
department specific cost center in the General Fund to maintain the level of
funding needed in the Internal Service Fund.

Internal Service Funds (ISF’s): All ISF's use cost allocation models to recover costs.
General Fund Allocation Model. The City will recover costs within the General Fund related to

services it provides to non-General Fund departments. The following General Fund
departments participate in the allocation model:

Finance & Property City Coordinator Intergovernmental Community Planning and
Services Administration Relations Economic Development
Civil Rights Human Resources Mayor Communications

City Clerk Assessor Internal Audit

The allocation of those costs shall be based on a consistent methodology, applied enterprise- wide
and developed and administered by the Finance and Property Services Department.

The General Fund overhead allocation model is not self-balancing in nature; costs that should be
borne by one department will not be subsidized by another unless it is determined by the Finance
and Property Services Department that a phase-in period is necessary.

The General Fund allocation model will adhere to the applicable policies set forth for Internal
Service Funds.
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One-Time Costs Assessed. One-time cost increases may be assessed to the fund if the
financial condition of the fund meets the City’s financial policies.

Management Support Charges to Independent Boards. The management support charges

to the Independent Boards will be based upon standard accounting practices for allocating costs. The
method and procedure to calculate the prorated costs and collection of the charge will be

finalized and communicated to the Independent Boards by December 31 of each year in

accordance with the City’'s revenue policies.

[New in 2014] Fleet Services Division (Equipment Services Fund).

Fleet Defined

For the purposes of this document “Fleet Units” or “Units” will be used when referring to the following:
city vehicles, on road and off road equipment, mobile equipment, rolling stock, trailers, boats, and
associated components / attachments.

Fleet Acquisitions
1. All Fleet units shall be purchased through and maintained by the Fleet Services Division
(“FSD”). Exceptions may be granted on a case by case basis by the Director of Public
Works or the City Coordinator or designee.
2. The benefitting department shall request, through the CARs process, funding for additional
units or the underfunded portions of replacement units.

i. The purchase of a Fleet unit may be funded from a number of different sources
including but not limited to: accumulation in Fleet replacement fund, net debt
bonds, general fund appropriation, fund balance in enterprise or internal service
funds, State or Federal capital grants.

ii. All funds, including State and Federal capital grant money, that are to be used
for the purchase of Fleet units will be paid or contributed to the FSD Fund upon
initial purchase of the Fleet unit.

iii. The funding for the purchase of a replacement unit includes the replacement
amount accumulated through the Fleet Services Division rental fee for the
specific unit with any shortfalls funded by the using department through the
CARs program or operating appropriation.

3. Unless purchased for specific closed ended projects, all units are assumed to be replaced at
a later date in accordance with the replacement plan established by FSD.

i. Exceptions may be granted on a case by case basis by the Director of Public
Works if an enterprise fund or internal service fund determines that a unit will
either not be replaced in the future or will be replaced on a pay-as-you-go basis
using fund balance. The enterprise or internal service department, in
cooperation with the Finance and Property Services Department, must be able to
substantiate that funding will be available at the time of replacement. The
benefitting department will need to include in its operating budget the ongoing
charges for the FSD administrative costs for each item.

ii. FSD will establish a monthly replacement/ rental fee for the replacement of that
unit with a similar unit.

iii. The benefitting department must include in its annual budget the total rental fee
due to Fleet Services for the units for that budget year.

iv. The rental fee will be charged monthly to the department’s budget through the
City of Minneapolis Fleet Management system and accounting system. Rate
schedules are available from FSD.
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v. The rental fee for each unit includes depreciation, an inflationary factor, and
administrative charges.
vi. The City of Minneapolis is self-insured and any claims or tickets against the city
will be charged to the benefitting department.
vii. All other charges associated with the unit will be charged to the benefitting
department.

ADMINISTRATIVE POLICIES

Year-End Report. The Finance department will report to the Ways and Means/Budget Committee
on year-end expenditures and revenues by department and fund compared to authorized
allocations for the prior fiscal year. This report will identify departments and funds with
expenditures in excess of authorized appropriations and/or revenues less than budgeted amounts.

Departments with actual expenses in excess of authorized appropriations and/or revenues less than
budgeted amounts will report to the Ways & Means/Budget Committee each month for the year
following the year of overspending or under-collection of revenues, beginning with the first committee
meeting in April. This report should report actual spending and revenue collection to date for the
current year and forecasts for the balance of the year compared to allocations. If forecasted
spending exceeds authorized appropriations, the department will present a plan that reduces
spending to meet authorized appropriations.

Operating Costs for Technology. Departments are directed to clearly identify, within existing
resources, the funds that would be used to finance the ongoing costs related to the purchase or
development of technology prior to the expenditure of funds for the purchase or development of that
technology. The sponsoring department should prepare a Receive and File notice for consideration
by the respective home committee and the Ways and Means/Budget Committee when the annual
operating and maintenance cost of any technology project exceeds $50,000. This notice should be
submitted as soon after the sponsoring department has identified the ongoing costs and funding
sources. Departments shall work with the Information Technology (IT) Department and Finance and
Property Services to ensure those costs are identified and included in the contract for technology
services. Departments shall also work with IT to jointly determine the appropriateness of the
purpose for the City’s technology planning. Operating costs of department-specific technology will
be allocated to that department. Technology for use across the City or in support of citywide
operations shall be allocated citywide.

Contract Funding. Prior to committing to conditions requiring a minimum purchase under any
contract, the department/departments involved must clearly identify the specific funding sources
dedicated for such purchases.

Gift Acceptance. Any gifts with a value of $15,000 or less can be received by individual City
departments with written notice to the Finance Officer or his/her designee. The Finance and
Property Services Department shall submit a quarterly gift report to the City Council’'s Ways and
Means/Budget Committee for approval. Consistent with Minnesota Statutes, section 465.03,
the department may not use the gift until it has been approved by a two-thirds vote of the City
Council.

The quarterly gift report shall contain the following information on each donation:
1) Name of recipient department;
2) Name of entity making gift;
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3) Description of gift (including date received and special designations on gift, if any); and
4) Funding strings for revenue and expense appropriation increases.

For any gifts with a value exceeding $15,000, the recipient department shall submit a request for
authorization to accept the gift to the City Council's Ways & Means/Budget Committee directly.

Approval of Payments and Procurements. All payments for or procurement of goods and
services from external sources, regardless of dollar amount, must be approved. Additionally,
where applicable, the system-generated purchase order number will be communicated to the
vendor prior to the order being placed.

Central Requisitions and Receiving Policy. The City has developed a Central Requisitions and
Receiving process as outlined on the City’s Finance & Property Services Department internal
website. http://citytalk/finance/central/index.htm

City Time Reporting. Every employee of City departments must follow the City’s Time and Labor
guidelines for time reporting and approval of compensation, reporting both working and non-working
compensable hours. With the exception of Charter Department Heads, every employee’s timesheet
must be approved by a supervisor, regardless of FLSA exemption status.

Authority of the Finance Officer

The Finance Officer or his/her designee has the authority to approve the following technical
changes:

e To make temporary loans to cover any cash deficits at the end of each fiscal year.

e To adjust appropriations in any fund to facilitate transfers for debt service which may be
required, and to make all appropriate transfers and payments.

e To authorize the Deputy Finance Officer and/or Controller to sign real estate and bond
documents in the absence of the Finance Officer.

e To amend appropriations related to technical accounting treatment changes.

e To adjust re-appropriations for grant funds within cost centers as appropriate.

e To assign fund balance in accordance with GASB 54 based on analysis provided by the
City Controller.

e To allocate the State Insurance Aid payments received from the state for pension costs.

e To adjust the appropriations of the special revenue funds for payments to various
pension organizations as may be required.

e To establish or adjust appropriations, transfer balances, or make payments to carry out the
intent of any action or resolution Passed and Approved, or any legal agreement Passed,
Approved and Executed, with respect to any inter-fund loans, advances, residual equity
transfers, or operating transfers, or the repayment thereof.

e To make the necessary project and line item budget adjustments to periodically balance
budgets and expenses between objectives within given programs and within normal CDBG
program constraints.

e To make any necessary appropriation adjustments to allow departments to receive and
spend funds consistent with Council-approved actions.

e Toreview and approve any and all transfers of eligible revenues into and out of the
Development Account (based on an eligibility assessment and analysis conducted by
Finance & Property Services Department staff).
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e To approve any and all transfers of eligible revenues into the Property Disposition Fund
(based on approval by the Facilities, Space and Asset Management Committee and eligibility
assessment conducted by Finance & Property Services Department staff).

e To appropriate available grant balances.

e To make appropriation adjustments to correct any errors, omissions or misstatements to
accurately reflect the intent of the City Council in adopting the Operating or Capital Budget
and/or any subsequent City Council action.

e To reduce any capital appropriation whenever a revenue source is determined to be
uncollectible for whatever reason.

e To appropriate and transfer revenue within the Tax Increment and other special revenue
funds consistent with the management of the City's tax increment districts and development
program.

e To approve the closure of non-bond funded capital projects.

e To establish or amend appropriations related to technical accounting treatment changes and
to establish and adjust accounts and appropriations, make payments and transfers, process
transactions as necessary for the purpose of cash management of revenues, and facilitate
any technical corrections, adjustments and completions authorized for the following project/s:

e Target Center Finance Plan internal allocation models and the
appropriations attached to them.

e Toreduce LGA payments to the Independent Boards if payment of the
management support charge, or any other charges required by City Ordinance,
are not received prior to the distribution of the December LGA payment. This
reduction shall only occur after an affirmative vote of the Council to implement
this authority.

e Tore-appropriate funds and certify that an encumbrance is eligible for re-
appropriation at the end of the fiscal year. Additionally, the Finance Officer
may reject re-appropriation requests based on the financial health of the fund
or extenuating circumstances. To be eligible for re-appropriation, requests
must meet all of the following criteria:

1) Be avalid encumbrance;

2) Be a one-time expenditure and not a recurring budget item;

3) Have a purpose consistent with the department’s business plan and
included as part of the department’s planned expenditures for the
year;

4) Have the budget year appropriation balance available for the
encumbered item; and

5) Have a positive fund financial position, i.e., status of the fund relative
to work out plans and whether the fund’s spending in the preceding
year had expense in excess of revenue.

CDBG (INCLUDING CPED DEVELOPMENT) REPROGRAMMING POLICIES

There are four sources for reprogramming funds:

1) Unspent annual administrative appropriations,

2) Unspent and not legally obligated public service funds over two years old,
3) Cancelled, ineligible or unspent capital funds over four years old,

4) Program income.
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Administrative Allocations. The intent of the reprogramming policy and the footnotes is to limit
administrative fund expenditures to the amount that was appropriated for that calendar year, regardless
of the amount that is available from the grant balances. The limitation applies to the City Department’s
non-contractual, internal costs. Funds that are allocated to grant recipients for administrative purposes
are exempt from this provision (e.g.: Legal Aid, Public Housing Citizen Participation). These projects
are legal obligations and would not become part of the administrative reprogramming calculation unless
the projects were finalized without fully expending the funds.

Public Service Allocations. The amounts that are awarded from and appropriated for public service
activities expire two years from the original award date for that CDBG program year that starts on June
1. The Department can roll over appropriations from the prior year, as needed to carry out these
activities. After two years any unspent amounts and those that are not legally obligated are available for
reprogramming and will be referred to the reprogramming process.

Program Income. Program income not obligated by pre-2010 contracts is available for
reprogramming. Projects with a twelve-month period of inactivity shall be cancelled if the project has
been authorized for more than three years.

[Amended for 2014] Capital Allocations and Reappropriation. Beginning in 2014, appropriations for
capital projects and program allocations for those projects/programs that have not moved forward
toward implementation as indicated by a minimum of 75% of appropriation expended on tangible
project activities by the end of four years including the appropriation year are subject to expiration (i.e.
unspent 2014 appropriation is subject to expiration in 2018). The expiration of project appropriation will
occur unless a request for extension is specifically made to the Ways & Means/Budget Committee and
approved by the City Council.

[New in 2014] Annual Capital Project Status Report. The Community Planning and Economic
Development Department will report to the City Council’'s Community Development and Ways &
Means/Budget Committees annually on the status of capital projects funded by CDBG as well as
other development funds. The annual capital project status report shall contain the following
information by project and capital program year:

1) A list of open capital projects;

2) The current, expended and remaining appropriations;

3) An aging report showing the duration of existing and incomplete projects;

4) The balance of project shortfalls or funds available for reprogramming; and

5) A list of outstanding capital projects with the amount appropriations identified for
expiration in the following year, i.e. have met the four year appropriation duration.

CAPITAL BUDGET POLICIES

The objective of the capital budget policies is to ensure maintenance of capital assets and
infrastructure in the most cost-efficient manner.

Capital Improvement Program. The City prepares and adopts a five-year Capital Improvement
Program (CIP) that details each capital project, the estimated cost and funding sources. An
adopted point rating system is used to rank and prioritize recommended projects.

Planning Direction Provided. The adoption of the Five-Year Capital Program is to assist in
planning and provide direction for City departments, but it does not establish permanent Council
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commitment to the out-year projects either in scope or timeline of construction.

Operating Budget Impacts. Operating expenditures/savings of each capital request are
included in the cost of implementing the CIP and reflect estimates of all personnel expenses and
other operating costs attributable to the capital outlays. Departments receiving capital funds
must account for the increased operating costs resulting from capital projects.

Repair and Replacement. The City strives to maintain its physical assets at a level that protects
the City's capital investments and minimizes future maintenance and replacement costs. Where
possible, the capital budget shall provide for the adequate maintenance, repair and replacement
from current revenues.

[Amended for 2014] Capital Asset Request System (CARS). In addition to physical assets
narrowly defined as infrastructure, the City also needs to maintain and replace capital equipment
such as fleet and rolling stack, software, personal protective equipment and other depreciable
assets that are generally not large enough or of the asset nature to fund through the City’s CIP
process. Beginning in 2013 for the 2014 budget process, the City has implemented a five-year
planning process to identify needs associated with operating capital, including software as well as
the aforementioned items. The five year plan shall be updated and maintained on an annual basis
to capture changes in equipment and funding needs. Whenever possible, the City shall utilize
external resources, but recognize replacement costs associated with externally funded equipment.
External resources received after funding has been appropriated shall replace funding for the
department and not expand spending to the extent that the external revenue does not allow
supplanting. Funding shortfalls in Internal Service Funds in the first year of the plan may be funded
by General Fund fund balance with the expectation that recognized shortfalls in subsequent years
will be funded through the approved rate models. Technology-related CARs request shall be
submitted cooperatively between the user department and Information Technology to insure that
the additional technology is consistent with the City’s longer-term technology plan.

CAPITAL PROJECT ADMINISTRATION

Reduction of Appropriations if revenues are not realized. The amounts appropriated for
capital projects using various revenue sources are appropriated contingent upon the reasonable
expectation of receipt of the identified revenue.

Re-appropriation of Capital Projects. Capital project appropriations automatically roll over
from year to year for ongoing projects. Appropriations associated with the CARs program shall
only roll-over if meeting the roll-over criteria for operations. The balances of prior year
appropriations supporting operating budgets and reimbursable projects in capital project funds,
internal service funds and enterprise funds do not roll over from year to year.

Expiration of Revenue Funded Capital Projects in Enterprise funds. For certain enterprise fund
capital projects, annual revenues are designated as the source of funding. These projects are
typically for recurring major maintenance projects or ongoing long-term programs. For these
projects, the expenditures are to be paid from funds of the appropriation year in which the work
occurs. These projects will not have their appropriations carried forward since they receive a new
annual appropriation each year based on work needs, existing financial capacity and utility rate
considerations. Bond appropriations authorized for these programs will be carried over upon request.

Reallocation of Bond Resources. Reallocation of excess bond proceeds must follow applicable
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charter, statutory and IRS regulations and provisions related to the issuance and use of those
resources consistent with the City’s comprehensive plan. Bonds cannot be reallocated until a project
is completed and closed or abandoned. At the time of project closing, any excess bond proceeds will
be reallocated according to the following priorities:

1) Completed projects with existing deficits;
2) Approved capital projects or programs with projected deficits;
3) Returned to the debt service fund to increase capacity for future capital programs.

Expiration of Capital Project Funding. For all capital appropriations, the City Council
authorizations for bond issuance and project appropriation will expire a maximum of four years after
original project appropriation.

The expiration of bond authorizations and project appropriations under this policy will
automatically take place unless a request for extension is specifically made to the Ways and
Means/Budget Committee and is approved by the City Council.

Annual Capital Project Status Report. The Finance and Property Services Department will report
to the City Council's Ways & Means/Budget Committee annually on the status of capital projects.
The annual capital project status report shall contain the following information by project and capital
program year:

1) A list of open capital projects for which bonds or City funding sources have been authorized,;

2) The amount of revenue received to date;

3) The current, expended and remaining appropriations;

4) The balance of project shortfalls or funds available for reprogramming; and

5) A list of outstanding capital projects with the amount of bond authorizations and
appropriations identified for expiration in the following year.

The Finance and Property Services Department shall also report on capital project appropriations
and bond authorizations that may be cancelled and bond proceed reallocations due to projects that
have been completed or otherwise concluded, or because the purposes for which money was
appropriated or bonds authorized or issued have been cancelled, completed, or otherwise
abandoned.

DEBT POLICIES

The debt management policies provide a framework for managing the City’s debt-funded capital
financing and economic development activities in a way that preserves the public trust and balances
costs to current and future taxpayers without endangering essential City services.

Authority and Oversight. Management responsibility for the City’s debt program is delegated to the
Finance Officer. The Debt Management Committee advises on the use of debt financing and debt
management activities. The Debt Management Committee meets periodically at the call of the
Director of Capital & Debt Management and includes the following persons:

e Finance Officer
e City Attorney
« Deputy Finance Officer/Director, Budget and Enterprise Financial Management
e Director of Capital & Debt Management
Executive Secretary, Board of Estimate & Taxation
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e Director, Development Finance or desighee
e Independent Bond Counsel as needed
* Independent Financial Advisor as needed

Guiding Principles for City of Minneapolis Debt Issuance

Method of Sale. The three primary methods of selling bonds include competitive sale, negotiated
sale and private placement. The City uses the competitive sale method for its general obligation bond
sales unless factors such as structure, size or market conditions compel the use of a negotiated sale.
The City may use the negotiated sale method when the characteristics of the transaction require a
more specific marketing plan and/or the issue lacks an investment grade rating due to complex
security provisions or other factors.

Selection of Independent Advisors. The City uses competitive processes to select all service
providers involved in the bond issuance process.

Short-term Debt/Use of Derivatives. Derivative-based financing arrangements shall only be used
after careful evaluation by knowledgeable staff regarding the benefits of the instruments as well as all
of the associated risks including counterparty credit, market, settlement and operating risk.

Variable Rate Debt. The City uses variable rate debt to provide debt structuring flexibility and
potential interest savings to the total debt portfolio. Generally, the City maintains no more than
25% of its total debt obligations in variable rate mode.

Conduit Debt Financings. The City maintains an active program of conduit business financings.
Applications for financing and development proposals are reviewed to determine if they meet
program objectives as determined by City Council financing guidelines and whether the proposal is
financially feasible. As part of the application process, City staff will complete a due diligence
process and project vetting procedure per established guidelines. Items reviewed during due
diligence reviews may include, but are not limited to, narrative on the company and owners, past
three years of financial statements, personal financial statements, tenant and lease data, market
feasibility studies, business plans, budget projections, project pro formas, appraisals, plans and
specifications, environmental reviews, insurance covenants, etc. Additionally, the project shall be
evaluated for consistency with other City measures related to land use, job creation and compliance
with affirmative action, civil rights, job linkage and other equal employment opportunity requirements.

General Obligation Bonds, Property Tax Supported. General obligation, property tax supported
bonds finance only those capital improvements and long-term assets that have been determined to
be essential to the maintenance or development of the City.

General Obligation Revenue Bonds. The City issues general obligation revenue bonds to finance
assets associated with its primary enterprise businesses including storm water and sanitary sewers,
waterworks and parking ramps. Financial feasibility of capital projects is reviewed each year,
including a review of the cash basis pro formas for these funds. Five-year business plans detailing
projected operating costs and prior debt obligations are reviewed as well as revenue performance
and rate setting analysis to ensure that adequate bond coverage ratios are achieved.

Tax Increment Bonds. The City uses tax increment bonds only where projects can be shown to be
self-liquidating from tax increments arising in sufficient amounts, or where secured guarantees are
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provided for potential shortfalls, and with appropriate timing to avoid, to the maximum extent
possible, the use of citywide property tax revenues and where maximum allowable guarantees are
obtained.

The City will not issue general obligation tax increment bonds except when all net bond proceeds are
used to directly pay public costs or refinance debt that was previously issued to pay for such costs,
and the taxable development that will generate the tax increment is either fully constructed or is
underway and subject to the terms and conditions of a development agreement with the City.
Alternatives, such as “pay as you go” financing and reimbursing front- end public redevelopment
costs with tax increment revenues, are available as alternatives to bond financing and are to be
considered and used when appropriate.

Special Obligation Revenue Bonds. Special obligation revenue bonds, those bonds for which the
City incurs no financial or moral obligation, are issued only if the associated development projects
can be shown to be financially feasible and contributing substantially to the welfare and/or economic
development of the City and its inhabitants.

Bond Term. The City shall issue bonds with terms no longer than the economic useful life of the
asset financed and frequently chooses terms shorter than the economic life to minimize interest
expense. For self-supporting bonds, maturities and associated debt service shall not exceed
projected revenue streams.

Feasibility. The City shall obtain secured guarantees for self-supporting and tax increment
supported bonds. The City shall also obtain assurances of project viability and guarantees of
completion prior to the issuance of bonds.

Approvals for Bond Issuance. The amounts appropriated in any City fund to be financed by
bond proceeds are contingent upon the necessary approvals for issuance. The Finance Officer
is authorized to establish or adjust any bond-financed appropriations when the necessary
approvals for issuance of bonds are obtained.

Creation of Appropriations. The Finance Officer is authorized to create or adjust certain
appropriations subsequent to the sale of bonds, including all appropriate fund transfers and
payments necessary to comply with arbitrage rebate and reporting to the federal government as
required by law. The Finance Officer is further authorized to adjust debt service budgets
resulting from new bond sales and refunding bonds issued during the year.

Alternative Financing Arrangements. The Finance Officer is authorized to establish or adjust
appropriations, make payments and transfers, and process transactions as necessary for the
purpose of providing departments, boards and commissions an internal financing alternative to
lease/purchase agreements with external vendors. The Finance Officer may provide capital
advances from individual funds to the extent funds are available. The Finance Officer shall
establish the term and interest rate applicable to the capital advance. The principal amount of
the capital advance can be transferred to the fund of the department, board or commission after
the purchase of the asset and execution of an Internal Lease/Purchase Agreement, signed
between the department, board or commission and the Finance Officer. Prior to issuing the
capital advance, the Finance Officer shall determine that the department, board or commission
has made a commitment in their annual budgets to provide the funds necessary to repay the
advance, with interest, over the term of the agreement.
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Accounting Adjustments. The Finance Officer is authorized to approve adjustments to capital
appropriations between different capital departments for the same project within the same fund
and revenue sources. Such appropriation adjustments shall not constitute approvals of any
policy change.

Adjustments Related to Cost of Bond Issuance and Maintenance Fees. The Finance
Officer is authorized to establish or adjust appropriations and fund transfers to pay all costs
associated with authorized City bond sales including costs of issuance and annual bond
maintenance fees from the Bond Redemption Fund with the expenditures then being allocated
to other funds as appropriate.

Funding of Capital Models and Studies. The Finance Officer is authorized to fund from
investment earnings, generated from capital project balances, studies related to long-term
financial planning models and related debt management activity.

Authorization of Transfers for Bond Proceeds and Investment Income. The Finance
Officer is authorized to establish and adjust appropriations to provide for the transfer of funds
to include bond proceeds and investment income for capital projects.

Appropriation of Debt Service. Debt service funds shall be appropriated with sufficient
funds to pay debt service requirements.

Post Issuance Compliance Policy. The City of Minneapolis adopted a formal Post-Issuance
Compliance Policy on August 3, 2012. This policy establishes the documentation requirements and
management actions the City will perform to ensure compliance with the Internal Revenue Code and
Treasury Regulations. Compliance with Treasury Regulations is required to maintain the tax-
exempt status of the City’s bonds. A copy of the full policy is available online

here: http://www.minneapolismn.gov/www/groups/public/@clerk/documents/webcontent/wcms1 p-

096355.pdf

Use of Investment Earnings. The investment earnings from unspent bond proceeds shall be
accounted for in separate arbitrage funds and will be allocated to debt service on net debt bond
issues and shall be transferred on the scheduled debt service payment dates. The exception to
this is that investment earnings on unspent tax increment bonds are to be used only for tax
increment-eligible purposes related to that specific tax increment bond issue.

Tax-Exempt Bonds. The annual capital budget resolution constitutes an official declaration
pursuant to IRS Treasury Regulations Section 1.150-2 that the City intends to reimburse
expenditures which may be made for those projects desighated herein to be funded with bond
proceeds by incurring tax-exempt debt of the City. The expenditures to be reimbursed include all
preliminary expenses for planning, design, legal, consulting services and staff costs reasonably
allocated to the project as well as costs incurred and paid for related to the design and
construction of the projects after approval of the capital budget. In addition, as approved by
resolution 2008R-133, the City hereby declares its official intent to reimburse itself for
expenditures for projects described as bond funded in the annual adopted capital resolution and
subsequent related resolutions. The projects are more fully described on Capital Budget
Request forms on file in the office of the Director of Capital and Debt Management. The
reasonably expected source of funds to pay debt service on the tax-exempt bonds to be issued
by the City consists of the following according to the designated bond type:

City of Minneapolis - Financial Policies D22 2014 Council Adopted Budget


http://www.minneapolismn.gov/www/groups/public/%40clerk/documents/webcontent/wcms1p-096355.pdf
http://www.minneapolismn.gov/www/groups/public/%40clerk/documents/webcontent/wcms1p-096355.pdf

HOME

Bond Type Source

Net Debt Property Taxes
Equipment, Property Services or Information Internal User Fees
Technology

Sanitary Sewer

Sanitary Sewer Fund revenues

Stormwater Sewer

Stormwater Fund revenues

Water Water Fund revenues
Parking Parking Fund revenues
Assessment Special Assessments

Tax Increment

Tax Increment revenues

Reimbursement Intent. The Finance Officer is authorized to make further declarations of official
reimbursement intent in connection with the projects described herein pursuant to IRS Treasury
Regulations Section 1.150-2 on behalf of the City consistent with budgetary and financial
circumstances. Copies of any such further declarations shall be filed with the Ways &
Means/Budget Committee and the Board of Estimate and Taxation.
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City of Minneapolis
2014 Budget

Financial Overview
Prepared by the Minneapolis Finance and Property Services Department

The 2014 Council Adopted Budget for all City funds of $1.238 billion was adopted on December
11, 2013. The 2014 budget represents a $41.6 million, or 3.5%, increase from the 2013 Council
Adopted Budget of $1.196 billion. At the same time, the Council adopted a 2014 property tax
levy of $281.7 million, which results in a 1% decrease, or $2.8 million reduction, from the 2013
adopted property tax levy. The 2014 budget utilizes accumulated funds in the General Fund to
support a property tax reduction. These funds were generated through policies of fiscal restraint
which resulted in under-spending in City departments. The General Fund also benefited from
growth in local sales tax and other non-property tax revenues due to an improving economy.
These factors, combined with resources previously dedicated to property tax relief and an
increased appropriation in Local Government Aid (LGA) from the State of Minnesota, allowed
the Council to adopt a levy that is 1% lower than 2013. The overall 2014 budget is funded with
the lower levy amount, despite a previously planned increase of 2.5% in prior tax policy and
increased cost of maintaining services of approximately 3.5%.

2014 is the third year in which the budget is presented without transfers. Transfers have also
been removed from charts and numbers within this document, including totals for comparative
prior years, unless otherwise noted.

Local Government Aid (LGA)

Following several years of uncertainty in

funding from the State of Minnesota in Certified vs. Actual LGA w/Projections

the form of LGA, including the loss of

over $70 million from 2008-2011, the 140

State increased the amount of LGA 120

appropriated to the City of Minneapolis o 100 \

from $64.1 million in 2013 to $76.1 million 5 W

for 2014. Of this $76.1 millon, the City | § > N N
will allocate $66.9 million for its General | = ©0

Fund, $9.0 million to the Park Board, and « 40

the remaining $0.2 milion to the 20

Municipal Building Commission (MBC). 0 ————
The table to the right shows the historical & o A O 0 N DD N ¢
certified and actual LGA amounts > f&@‘&(} ‘19@(19Q S S S S fl?l\c&'@
including the reductions, as well as

projected LGA levels for 2015 based on ‘ —+—Certified LGA —=—Actual LGA

current law.

* 2015 amount is projected to remain the same as 2014
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Major Highlights

The 2014 Council Adopted Budget includes significant proposals to address future financial
challenges. It is important to be aware of these initiatives when making comparisons between
budget years, and to understand the context in which these decisions were made.

The highlights include the following:

The budget for City departments increases by 5.4% in 2014, or $42.3 million. As part of
this budget, funds that have accumulated in the General Fund due to a growing
economy and fiscal restraint in prior years, coupled with an increase in Local
Government Aid allows for a simultaneous decrease in the property tax levy.

The 2014 budget, for the first time in five years, does not project growth in the cost of
closed pension obligations from the prior year. The City will levy the same amount for
these obligations as it did in 2013, and costs are projected to remain flat for years to
come. If recent advances in financial markets continue, it is possible that these costs
may actually decline more quickly than currently projected as full funding for these
obligations is reached. The City currently maintains among the highest possible ratings
from Fitch Ratings, Standard & Poor’s, and Moody’s Investors Services with AAA from
both Fitch and S&P and Aal from Moody's.

The budget provides for a realignment of City sales and use taxes, as permitted by the
legislation that authorized the City’s contribution to a new stadium in partnership with the
State and the Minnesota Vikings. The local sales and use taxes will now be credited as
revenue in the City’s General Fund. Funds will then be transferred to the Convention
Center and Arena Reserve Funds as necessary to cover certain expenses in those
funds. The flexibility gained by eliminating the restrictions on the uses of these funds is
a factor in the City’s ability to reduce its levy for 2014.

The 2014 Council Adopted Budget completes the City's aggressive efforts to reduce the
City’s internal service fund deficits and build reserves by prepaying the remaining
obligations. The original plans were adopted between 2000 and 2004 and required the
Self-Insurance, Equipment, Property Services and Intergovernmental Services (IT)
internal service funds to rely on transfers from the General Fund to eliminate deficits
through 2019. However, due to efforts in recent budget cycles and the allocations in this
budget, 2014 will be the final year of these transfers. The elimination of this obligation
will allow General Fund resources to be redeployed to other purposes in 2015 and
beyond and to help mitigate levy increases in the future.

The 2014 Council Adopted Budget continues to lay the foundation for a wave of
development including, but not limited to, projects associated with the new stadium for
the Minnesota Vikings and other uses. Construction growth in the City impacts a
number of functions in the City including permitting and inspections. This budget
includes funding for additional staffing to handle increased workloads and provides
funding necessary to build supporting infrastructure. Additionally, revenues associated
with this growth is a contributing factor to the City’s ability to reduce property taxes for
2014.

A new system for budgeting small and mid-level capital requests normally funded from
departmental operating budgets has also been introduced in this year’s budget process.
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This system, called the Capital Asset Request System, or “CARS,” will be used on an
ongoing basis to better plan for long-range smaller operating capital requests that would
normally be recognized in individual departments. The requests include items that are
not ongoing in nature such as enterprise software upgrades, vehicle purchases and
similarly-valued items. The CARS process provides a rolling five-year perspective of the
City’s needs for these assets and is intended to create a longer term funding plan. In the
first year of this program, approximately $9 million has been dedicated to fund items
through this process. The majority of items funded reflect deferred maintenance and
replacement costs for existing operating capital.

e Future challenges and opportunities that the 2014 budget addresses, through the five-

year financial direction, include the impacts of rebounding property values and continued
growth in the cost of providing City services due to inflationary pressures.
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City Spending
Below is a summary of the 2014 Council Adopted Budget by major spending categories,
excluding transfers.

Total Expenditure Budget - Use of Funds
2014 Council Adopted Budget

Other Independent $1_24 Billion Attorney CPED
Boards**** \ 1% Coordinator* 6%
1%

Park Board
8%

9%

Total Capital
Improvement Convention Center
10% 1%
Debt Service Fire
10%
’ % Health
Other*** 1%
5%
Other City Services** Library

2%

PW - Surface Water
and Sewer - Sanitary

Less than 1%

Police
Sewer 12%
4%
PW - Surface Water Regulatory Services
2%

and Sewer -

Stormwater
2% PW - Administrative

PW - Water Treatment Services

& Distribution . PW- Less than 1%
2% PW - Transportation Transportation
Planning & Maintenance and ) ) PW - Fleet
Engineering Repair PW - Traffic & Parking PW - Solid Waste 54,
1% 4% 4% 3%

* Includes Human Resources, Finance, 311, Intergovernmental Relations, Communications, Neighborhood and
Community Relations, IT, 911 and Emergency Management. Convention Center is broken out for illustrative
purposes.

** |ncludes Assessor, Internal Audit, City Clerk, City Council, Civil Rights and Mayor

*** Includes Non-departmental, Health and Welfare, Worker's Compensation, Liability, Contingency and Pensions
**** ncludes Neighborhood Revitalization Program, Board of Estimate and Taxation, the City's Contribution to
Minneapolis Public Housing Authority, and Municipal Building Commission
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Expenditures by Service

(In Millions of Dollars)

2013 Budget 20’:30%1‘;3“' % Change $ Change
Attorney 14.7 15.9 8.4% 1.2
Coordinator* 98.4 107.7 9.4% 9.2
CPED 76.5 79.3 3.6% 2.8
Convention Center 48.5 51.5 6.3% 3.0
Fire 54.3 59.3 9.2% 5.0
Health 16.9 17.8 4.9% 0.8
Library 4.1 3.2 -21.1% (0.9)
Police 136.1 147.7 8.5% 11.6
Regulatory Services 18.1 20.6 13.3% 2.4
Charter Departments Subtotal 467.7 503.0 7.5% 353
PW - Administrative Services 2.9 3.0 3.6% 0.1
PW - Fleet 42.9 39.0 -9.0% 3.9)
PW - Solid Waste 36.8 334 -9.4% (3.5)
PW - Traffic & Parking 53.4 53.7 0.6% 0.3
PW - Transportation Maintenance and Repair 42.3 46.0 8.7% 3.7
PW - Transportation Planning & Engineering 11.3 14.4 27.7% 3.1
PW - Water Treatment & Distribution 50.9 52.4 3.0% 1.5
PW - Surface Water and Sewer - Stormwater 17.3 19.4 12.2% 2.1
PW - Surface Water and Sewer - Sanitary Sewer 46.5 48.0 3.2% 1.5
Public Works Subtotal 304.3 309.3 1.7% 5.1
Other City Services** 18.7 19.8 5.9% 1.1
Other*** 50.4 55.7 10.5% 5.3
Debt Service 117.7 122.5 4.1% 4.8
Total Capital Improvement 135.1 121.5 -10.1% (13.6)
Subtotal 322.0 319.5 -0.7% (2.4)
Park Board 91.7 95.2 3.8% 3.5
Other Independent Boards**** 10.2 10.4 2.2% 0.2
Independent Boards Subtotal 101.9 105.6 3.7% 3.7
Total City Spending 1,195.8 1,2375 3.5% 41.6

* Includes Human Resources, Finance & Property Services, 311, Intergovernmental Relations, Communications, Neighborhood

and Community Relations, IT, 911 and Emergency Management. Convention Center is broken out for illustrative purposes.
** Includes Assessor, Internal Audit, City Clerk, City Council, Civil Rights and Mayor.

*** |ncludes Non-departmental, Health and Welfare, Worker's Compensation, Liability, Contingency and Pensions.

**** |ncludes the Board of Estimate and Taxation, the City's Contribution to Minneapolis Public Housing Authority, and Municipal

Building Commission.

Note: See “City Council Operating Departments” and section in the budget document for further explanation of changes between

years.
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City Sources of Revenue
Below is a summary of the 2014 Council Adopted Budget revenues by major category.

Total Revenue Budget — Source of Funds
2014 Council Adopted Budget

$1.24 Billion
USE OF FUND BALANCE
OTHERSTATE 27
GOVERNMENT
LOCAL GOVERNMENT 3% CHARGES FOR SALES
AID 1%
6%
SPECIAL ASSESSMENTS
3% CHARGES FOR SERVICES
34%
SALES AND OTHER TAXES
6%
RENTS
4%
CONTRIBUTIONS
Less than 1%
FEDERAL GOVERNMENT
2%
PROPERTY TAXES FINES AND FORFEITS
22% 1%
FRANCHISE FEES
2%
OTHER TAX REVENUES GAINS

4% Less than 1%

OTHER MISC REVENUES
1%

LONG TERM LIABILITIES INTEREST
PROCEEDS LOCAL GOVERNMENT \_ LICENSEAND PERMITs Lessthan 1%
4% 1% 3%
For 2014, the City forecasts $1.238 billion in revenue from a variety of sources. Many of the
City’s revenue sources are restricted, meaning they are required to be spent in defined areas or
on specific programs or projects. These restrictions limit the City’s ability to raise additional
funds and to apply the revenue to other departments or programs. For example, the City
charges fees for services such as water, sewer and trash pickup, but State law requires that
these fees be no higher than the cost of providing the services, including both operating and
capital costs. Because these revenues are restricted, the City cannot raise water bills to pay for
citywide police services.
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Grants and allocations from the Federal Government and other units of government are usually
designated for specific needs and purposes. If the City does not spend these resources for their
designated purpose, the City will not receive the grants. Bond proceeds must go to purposes
for which the debt was incurred. Like many Minnesota cities, Minneapolis pays for core City
services (police, fire, streets, parks, etc.) primarily with property taxes and LGA, as well as other

general governmental revenues such as licenses and permits.

Revenue by Category

Revenue Category 2013 Adopted 2014 Council Adopted $Change %b Change
CHARGES FOR SALES 12.2 14.3 2.1 17.3%
CHARGES FOR SERVICES 404.5 418.0 13.5 3.3%
CONTRIBUTIONS 1.7 1.7 (0.0) -1.6%
FEDERAL GOVERNMENT 27.2 29.1 2.0 7.2%
FINES AND FORFEITS 9.8 8.8 1.0) -10.0%
FRANCHISE FEES 27.4 26.9 (0.5) -1.8%
GAINS 0.2 0.0 0.2) -90.0%
INTEREST 2.2 2.4 0.2 7.3%
LICENSE AND PERMITS 34.5 38.8 4.2 12.2%
LOCAL GOVERNMENT 19.8 6.9 (12.9) -65.3%
LONG TERM LIABILITIES PROCEEDS 58.9 52.9 (6.0) -10.3%
OTHER MISC REVENUES 12.4 17.4 5.0 40.6%
OTHER TAX REVENUES 48.6 51.0 2.4 5.0%
PROPERTY TAXES 278.9 276.1 (2.8) -1.0%
RENTS 52.3 48.4 (3.9) -7.5%
SALES AND OTHER TAXES 71.2 73.7 2.5 3.5%
SPECIAL ASSESSMENTS 27.3 32.0 4.7 17.4%
LOCAL GOVERNMENT AID 64.1 76.1 12.0 18.7%
OTHER STATE GOVERNMENT 29.1 39.5 10.4 35.6%
USE OF FUND BALANCE - 24.5 24.5 -

Total Revenue $1,182.2 $1,238.4 $56.2 4.8%

The table above shows a different dollar amount in property taxes than the dollar amount levied
because the City assumes a collection rate of only 98%.

City of Minneapolis - Financial Overview

E8

2014 Council Adopted Budget

Home



Budget by Fund

The City uses different “funds” to account for expense and revenue associated with the various
services provided. The General Fund, where the City accounts for most property tax supported
services, represents 32% of the 2014 Council Adopted Budget. This percentage reflects an
increase from the 29% in 2013 because local sales tax revenues are now receipted in the
General Fund. In prior years, local sales tax revenues were receipted in the Convention Center
Special Revenue Fund.

Special Revenue Funds are used for personnel costs, operating costs, contractual services
and equipment that are funded by specific revenue sources. Special revenue funds support the
convention center, health and family support, public safety, Federal, State and local grants and
ongoing support of closed pension funds.

Capital Project Funds include permanent improvement and arbitrage funds and are used for
the construction of infrastructure projects.

Debt Service Funds are used to pay interest and principal on City debt.

Internal Services Funds are used to account for business-like services that the City provides
to other City departments. Internal services include information technology, equipment (e.g.
police squad cars, fire equipment, and other rolling stock), property services, tort claims, and
workers compensation claims.

Enterprise Funds include services that the City provides that operate like a “business” — similar
to internal service funds but with external customers. Charges for services are expected to
recover operating costs, indirect costs, capital investments, and interest expense. Utility rates
are set with the intent of funding these costs. Enterprise services of the City include sanitary
sewer services, storm water management and flood mitigation, water treatment and distribution,
solid waste and recycling, and parking.

As noted above, the General Fund comprises the largest proportional share of the City’'s 2014

budget at 32%. The tables on the following page reflect the distribution of both expenditures
and revenues for all fund types.
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Expense and Revenue By Fund Type

In Millions

2013 Adopted 2014 Council Adopted Percent Change Dollar Change

Expense:
GENERAL $351.7 $392.6 11.6% $40.9
SPECIAL REVENUE $245.1 $255.0 4.1% $9.9
CAPITAL PROJECT $95.7 $76.5 -20.0% ($19.1)
DEBT SERVICE $71.3 $81.1 13.7% $9.8
INTERNAL SERVICE $132.4 $133.3 0.6% $0.8
ENTERPRISE $299.6 $298.9 -0.2% ($0.6)
Total $1,195.8 $1,237.5 3.5% $41.6
2013 Adopted 2014 Council Adopted Total(Pct Increase) Dollar Change
Revenue:
GENERAL $368.6 $464.0 25.9% $95.3
SPECIAL REVENUE $279.9 $233.0 -16.8% ($46.9)
CAPITAL PROJECT $88.6 $67.4 -23.9% ($21.2)
DEBT SERVICE $29.9 $46.0 53.8% $16.1
INTERNAL SERVICE $124.3 $128.1 3.1% $3.8
ENTERPRISE $291.0 $300.0 3.1% $9.0
Total $1,182.2 $1,238.4 4.8% $56.2

Home

Note: The chart above shows different levels of revenue and expense by fund type due to the removal of transfers and use of fund

balance.

Expense and Revenue By Fund Type

Expense

ENTERPRISE
24%

INTERNAL SERVICE
11%

CAPITAL PROJECT

6% DEBET SERVICE

7%

-

SPECIAL REVENUE
21%

]\

GENERAL
32%
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The largest portion of the City’s budget is spent on personnel, which comprises $446.5 million or
36% of the total budget. The 2014 Council Adopted Budget includes an overall increase of 34.5
budgeted full-time equivalent (FTE) positions from the 2013 Council Adopted Budget, an
increase of 0.7% to 4,874.8 FTE in total, inclusive of the City’s independent boards.

Expense by Category

Expense Category 2013 Adopted 2014 Council Adopted $ Change % Change

CAPITAL 189.4 183.7 (5.7) -3.0%
CONTRACTUAL SERVICES 302.7 3221 19.4 6.4%
DEBT SERVICE 120.7 122.7 2.0 1.6%
FRINGE BENEFITS 1249 133.9 9.0 7.2%
OPERATING COSTS 159.5 162.5 3.0 1.9%
SALARIES AND WAGES 298.6 312.6 14.0 4.7%
Total Expense 1,195.8 1,237.5 41.6 3.5%

*The Capital category includes capital improvements in the City’s Capital Program as well as capital expenditures within
operating departments.

Total City Budget — Expenditures by Category
2014 Council Adopted Budget
$1.24 Billion

OPERATING COSTS
13% CAPITAL
14%

DEBT SERVICE
~ 9%
CONTRACTUAL SERVICES
27%
/ SALARIES AND WAGES
FRINGE BENEFITS 26%
11%
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Major Budget Pressures:
» Funding for Physical Infrastructure

Five-Year Capital Program Totals: For 2014 — 2018, the five-year capital program for City
departments, independent boards and commissions totals $592.7 million including all funding
sources. The 2014 portion of this program is $120.5 million which funds accelerated
improvements to the City’s infrastructure by continuing support for the expanded net debt bond
program put in place for 2012. For this budget, an additional $16.4 million was added to the net
debt bond program to allow for additional infrastructure investments. Below is a summary of the
five-year capital program by major infrastructure category.

Five-Year Capital Investment Allocation
Council Adopted Budget
Submitting Agency Infrastructure Category 2014 2015 2016 2017 2018  Total zfrTC:t;':
MUNICIPAL BUILDING COMMISSION 995 670 515 1,135 1,290 4,605  0.78%
PARK BOARD 6011 5650 5650 5350 4,150 26811  4.52%
PUBLIC WORKS  STREET PAVING 32225 41,700 28400 21,110 18440 141875  23.94%
DEPARTMENT SIDEWALKS 3,365 3520 3675 3,830 3,985 18375  3.10%
BRIDGES 14260 10,190 2,825 50925 9210 42,410  7.15%
TRAFFIC CONTROL & STREET LIGHTING 6,658 9,860 9,310 5545 6910 38283  6.46%
BIKE TRAILS 1,415 0 0 0 0 1415  0.24%
SANITARY SEWERS 8000 8000 7,250 7,250 7,250 37,750  6.37%
STORM SEWERS 15950 26,993 22,730 16,850 16,150 98,673  16.65%
WATER INFRASTRUCTURE 22,100 23,200 23,800 23,900 33400 126,400  21.33%
PARKING RAMPS 1,700 1,700 1,700 1,700 1700 8500  1.43%
Public Works Department Total 105,673 125163 99,690 86,110 97,045 513,681 86.67%
INFORMATION TECHNOLOGY 2050 3,150 2,950 1,350 1,150 10,650  1.80%
PUBLIC GROUNDS & FACILITIES 4065 5065 5510 9425 2750 26815  4.52%
MISCELLANEOUS PROJECTS 1,685 3,220 405 425 4420 10155  1.71%
Grand Totals 120,479 142,918 114,720 103,795 110,805 592,717 100.00%

For more details regarding the Five-Year Capital Improvement Program, please see the Capital Program section of
this book.

» Technology Funding

The City has two main financing mechanisms for technology:

Property tax supported debt financing in the City’s capital program: Since 2003, the City has
programmed about $1.5 - $2.0 million annually in property tax supported projects, financed by
debt, as prioritized by the IT Department and the department heads. These technology assets
are capitalized and the bond payments are structured within the useful life of the asset. For
2014, $2.1 million in technology projects are funded through property tax supported debt with a
five-year plan total of $10.7 million. Approximately 47% of the total or $5.0 million of this
program is dedicated to replacing the Police Department’s primary information system.
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Pay-as-you go: On occasion, the City will allocate current-year available funding for a
technology project rather than issuing bonds. Regardless of the initial funding source for a
capital project, funding the ongoing operating costs for new technology has been a challenge for
the City.

» New in 2014 — Capital Asset Request System (CARS):

Beginning with this budget cycle, the City has implemented the CARS process to allow
departments to submit budget requests for the replacement of capital equipment items greater
than $5,000 such as technology systems, vehicles and construction equipment and/or other
large dollar items necessary to provide services. The CARS process uses a five-year planning
horizon similar to the Five-Year Capital Program (for infrastructure) with the intent of
establishing normal replacement cycles for all long-term assets used by City Departments.
Replacement cycles had already been established for fleet equipment, but not for other asset
categories. For this first five-year cycle, the City received requests from departments totaling
$76.5 million, with fleet equipment representing approximately 60 percent of this total. For 2014,
the requests totaled $22.6 million. This budget approves $8.9 million of general fund allocations
and $12.0 million of non-general fund allocations.

» Funding for Pension Liabilities

The City’s levies for its former closed pension funds that have been merged into the Minnesota
State Public Employees’ Retirement Association (PERA) remains level at $27.3 million in 2014.
This information for each levy is detailed for each of the three former pension funds below.

The Minneapolis Employee’s Retirement Fund (MERF) Division of PERA:

The 2014 levy for MERF-related costs is $18.2 million, from the same as 2013. The funding
is due to legislation passed in 2010 that called for a gradual increase in City funding to cover
a share of the cost associated the agreement that merged MERF into PERA. The City's
share of MERF expenses is expected to be fairly stable through 2031 unless the MERF
Division of PERA does not meet actuarial assumptions for its investment returns or if the
actuarial assumptions for PERA are changed by the State.

The Former Minneapolis Police Relief Association (MPRA), a closed fund:

In 2011, legislation was passed by the State that merged the MPRA into PERA P&F on
December 31, 2011. The 2014 levy for the former MPRA is $6.4 million, from the same as
2013. It is anticipated that these costs will remain constant through 2031.

The Former Minneapolis Fire Relief Association (MFRA), a closed fund:

In 2011, legislation was passed by the State that merged the MFRA into PERA P&F on

December 31, 2011. The 2014 levy for the former MFRA is $2.7 million, from the same as
2013. It is anticipated that these costs will remain constant through 2031.
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Teacher’s Retirement Association (TRA):

The 2006 Legislative session combined the Minneapolis Teachers Retirement Fund
Association (MTRA) with the State’s Teachers Retirement Association (TRA). As part of the
legislation, the City was required to redirect its annual $2.25 million MTRA tax levy to TRA
through 2037. State law changed the $2.25 million City levy to a $2.25 million contribution
in 2012. This change increased the total levy for this purpose as the City previously
contributed its net TRA levy collection, which was less than $2.25 million because the City
does not collect 100% its levy. In 2014, the City must levy $2.3 million for TRA to insure that
net collections provide the $2.25 million. The 2014 TRA levy reflects a decrease of
$100,000 from 2013 as the 2013 levy included back taxes for prior years’ short payments.

Public Employees Retirement Association (PERA), the plan for most current City
employees:

The employers’ contribution level in PERA’s Coordinated Plan is remains at 7.25% for 2014.
The Police and Fire Plans’ employer’s contribution was raised from 14.4% in 2013 to 15.3%
beginning in 2014. This rate will further increase in 2015 to 16.2%. The estimated total cost
of contributions to PERA for the City, inclusive of its independent boards in 2014 is $30.0
million, which is covered in the budgets of the departments in which the employees work.

2013 2014  Change
PERA $13.4 $13.7 $0.3
PERA Police & Fire $14.7 $16.3 $1.6
Total $28.1 $30.0 $1.9
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» Funding for internal services funds long-term financial plans

During the 1990s, external demands negatively impacted the ability for revenue to support these
internal services to keep pace with the growth in expenditures. Significant negative cash
balances resulted because annual expenses exceeded revenues. By the year 2000, the
combined net asset deficit in the Self Insurance, Equipment, and Intergovernmental Services
Funds was $61.7 million. To correct these deficits, the City adopted long-term financial plans
between 2000 and 2004 that called for the Self-Insurance, Equipment, Intergovernmental
Services, as well as the Property Services internal service funds to rely on transfers from the
General Fund through 2019 to eliminate deficits. However, due to efforts in recent budget
cycles and the Mayor’'s recommendations for this budget, 2014 will be the final year of these
transfers. The elimination of this obligation will allow General Fund resources to be redeployed
to other purposes in 2015 and beyond.

» Growth in personnel costs

* Personnel Changes. The 2014 Council Adopted Budget increases the FTE count of
City positions by 34.5 over the 2013 Council Adopted Budget, inclusive of the City’s
independent boards, from 4,840.3 to 4,874.8.

e Salary and wages. The 2014 Council Adopted Budget includes an increase in personnel
expenditures ($312.6 million in salaries and wages, compared to a 2013 total of $298.6
million). It also includes $133.9 million in fringe benefits, compared to $124.9 million in
2013, inclusive of the City's independent boards.

* Benefits. Health and dental insurance expenditures are budgeted to increase from
$61.5 million in 2013 to $67.6 million in 2014, inclusive of the City’s independent boards.
This estimate is based on changes and experience related to the current plan design
and the competitive procurement processes. The 2014 budget for health and dental
insurance costs is based upon an estimate of 10.0% overall cost increases and changes
in coverage selections by employees.

» Continuing library obligation to Hennepin County

Minneapolis libraries merged with the Hennepin County system in 2008. In addition to the $9.3
million market value referendum supported by Minneapolis taxpayers, the merger finance plan
requires Minneapolis to provide an additional declining base contribution for 10 years. In 2014,
that contribution is approximately $3.2 million.
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Finance Plan for Hennepin County Library/Minneapolis Library Merger (in thousands):
Reopen Other Total Library [Propert One
Base (1F; Reopen | v o) | city | Lea (3); Tas (4)y Time (5| "0

2008| $7,800 $45 100% $445 | $10,650 | $18,895 | $6,800 [ $10,650 | $1,445 | $18,895
2009| $7,020 $463 100% $463 | $10,650 | $18,133 | $6,800 | $10,650 $683 | $18,133
2010| $6,240 $481 100% $481 | $10,650 | $17,371 | $6,721 | $10,650 $0 | $17,371
2011| $5,460 $501 79% $393 | $10,750 | $16,603 | $5,853 | $10,750 S0 | $16,603
2012| $4,680 $521 58% $302 | $10,750 | $15,732 | $4,982 | $10,750 S0 | $15,732
2013 $3,900 $541 38% $206 | $10,750 | $14,856 | $4,106 | $10,750 S0 | $14,856
2014| $3,120 $563 21% $118 | $9,300 | $12,538 | $3,238 | $9,300 S0 | $12,538
2015| $2,340 $586 4% $23 | $8,600 | $10,963 | $2,363 | $8,600 $0 | $10,963
2016| $1,560 $609 0% S0 | $8,600 | $10,160 | $1,560 | $8,600 $0 | $10,160
2017 $780 $633 0% S0 | $8,600( $9,380 $780 | $8,600 | $5,550 | $14,930

(1) The cost to reopen 3 libraries at 24 (2) and 20 (1) hours per week. Annual costs are inflated 4% per year after 2008.

(2) Other City includes debt service on net debt bonds. Final referendum debt service in 2025.

(3) Library LGA is the amount of LGA allocated to Libraries not exceeding the 2007 level.

(4) Property tax amounts are in City's five-year financial plans.

(5) The City will be responsible for these one-time costs with the exception of 2017, with an amount in the one-time column
that is from the State of Minnesota as a contribution to cover 40% of the library debt service as agreed to by the 2013
Legislature. The legislature approved a provision that has the state of Minnesota paying 40% of the remaining annual debt
service. The payments begin for debt service due in 2017 and the payments will be made in November of the preceding
year.

» Enterprise Challenges

In the course of the City’'s annual business and strategic planning process, City departments
review and document the most significant trends and challenges affecting their work. While
some of these issues are specific to department business, several enterprise-wide themes
emerge. A summary of enterprise challenges follows:

Economic Downturn and Reliance on Tenuous Intergovernmental Funding

Financial downturns in the economy, coupled with State budget cuts and reduced funding
from the Federal government, led to challenges for the City in the recent past. At a time
when demand for services was rising, funding from other governmental agencies was
reduced. Reliance on this tenuous funding from State and Federal entities for many
important City programs has complicated the management and planning for City programs,
and for the outcomes they hope to achieve. Despite the recent improvement throughout the
economy, the impact of this growth has not been fully realized by the City yet as government
is typically a “lagging” sector, particularly in the recognition of increased property values
related economic activity.

Shrinking Workforce and Increased Demands

In response to the economic downturn and increasing hardship on the City’s taxpayers, the
City made large cuts to its workforce by reducing position counts by over 700 employees
across all City departments and independent boards since 2007. This reduction in staffing
placed increased pressure on remaining employees as the workloads are increasing as the
economy improves. Increasing demands on employees coupled with declining wages
(when inflation is taken into account) also create challenges for morale and retaining
personnel with a high level of institutional knowledge.

Workforce Turnover

It is anticipated that the City’s workforce will experience high turnover in the coming years
due to three factors: a large population of retirement-eligible workers, the above-mentioned
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shrinking workforce and increased demands, and the rebounding economy allowing for
greater workforce mobility. The loss of institutional knowledge and costs of retirement and
transition planning has not been fully realized by City departments, despite recognition and
response in the 2014 budget.

Increased Demand for Technological Solutions

Departments note the increased technological savvy of customers, and as a result,
increased demand of technological approaches to customer service. This translates into
additional costs for new equipment and software, and in particular, increased maintenance
costs. For example, several enterprise software systems will be upgraded over the next
several years, with anticipated costs in the millions of dollars. Other examples include
increased computer and internet bandwidth usage, the growth in demand for wireless
connectivity, and a drive toward enhancing the City's interaction with residents through
technological means, as well as the challenge of training employees in the use of these
technologies. This budget includes a new effort to plan for these costs with the
implementation of the CARS program. The CARS program plans not only for major
technological initiatives, but also for aging equipment replacement and facility upgrades.
More information on CARS is available throughout this document.

Regulatory Complexity/Unfunded Mandates

Departments have noted increased complexity of protocols and regulations at many levels.
Civil Rights identified the increased complexity of investigation protocols. Regulatory
Services cites State codes, protocols, and building standards that are placing additional
strains on the workload of inspectors. Public Works notes increased costs for inflow and
infiltration to meet standards required by Metropolitan Council Environmental Services or
facing penalties. The City Clerk notes additional election requirements as a result of the
implementation of Instant Runoff Voting (IRV). Furthermore, public safety departments face
legislative-directed or nationally developed standards, training, or operating procedures.
Departments indicate a need for increased and improved employee training, possibly
placing short-term strain on productivity, to address the growing complexities of their
program administration.

Emergency and Security Management Needs

Ensuring adequate physical security, health security, electronic security (prevention of
viruses, worms, and other system security threats), information backups, and emergency
planning consumes resources of nearly every department. From natural disasters such as
the tree-toppling thunderstorms of Summer 2013 or the recent North Minneapolis tornado to
physical infrastructure disasters like the [1-35W bridge collapse, Minneapolis City
departments continue to build and strengthen relationships with other governmental entities
to maximize the effectiveness of security planning and build systems to mitigate and prevent
disasters and crises.

Stadium/Hospitality Facilities

Construction of the new multi-purpose stadium with the State of Minnesota and the
Minnesota Vikings, as well as the Downtown East district and other growth throughout the
City, continue to increase the workload required of City staff. Such large development
efforts require extensive planning and zoning, appraisals, and permit work due to demolition,
new construction and redevelopment associated with the projects. The City must also plan
for significant contributions to the maintenance of the Target Center and Convention Center.
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Aging Facilities and Other Capital Investments

The City’s current budget processes do not provide for a comprehensive planning process
for facilities and improvements that do not meet the criteria of either the CLIC or CARS
processes. Included is this group of capital facilities are improvements and associated
potential debt service to renovate Target Center, the eventual re-opening of Nicollet Avenue
at Lake Street, the recently-approved concept plan to add a City park as part the Downtown
East development project, as well as a desire for general improvements in the public realm.
None of these activities is currently contemplated in an existing capital plan, nor are they
completely recognized in the 2014 budget. The costs associated with these projects must
be considered in the context of ongoing operations to insure that resources are available at
the right times and are not already committed.

Appropriate Levels of Fund Reserves versus Funding

The 2014 Adopted Budget includes nearly $20 million in one-time costs that are funded by
General Fund fund balance. The City is able to provide these resources due to a
combination of several factors. The first factor is recent growth in the City’'s General Fund
fund balance resulting from restrained spending, including hiring and wage freezes.
Secondly, the City has historically maintained a conservative approach to budgeting for non-
property tax revenues, which has resulted in revenue surpluses over time. The combined
impact of these factors provided for an increase in the General Fund fund balance of $15.6
million between year-end 2011 and year-end 2012. It is anticipated that growth in the fund
balance will be mitigated by more closely aligning revenue and expenditure budgets with
actual activity levels. In the short term, growth in fund balance may be used for one-time
items or those that are short-term in nature. At the end of 2012, $7.0 million of the growth in
the General Fund fund balance was set aside to provide for property tax relief in an effort to
maintain limited growth in the annual property tax levy. A portion of this money is used in
2014 with the remaining resources planned for use in 2015 to help smooth increases
following the 1% levy reduction in 2014. Of the remaining $18.5 million recommended to be
funded from fund balance in 2014, approximately $8.9 million is directed toward
supplementing capital purchases associated with the CARS program. Another $2.1 million
is used to support activities associated with infrastructure maintenance and growth.
Transitional costs associated with employee retirements are funded at $4.0 million due to
maintain staffing levels. In the future, it is anticipating the annual growth in the fund balance
will be leveraged as ongoing funding for these one-time and short-term costs, including
annual funding of approximately $5.0 million for the annually approved operating capital
identified in the CARS program.
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Major Changes in the 2014 Council Adopted Budget

This section of the 2014 Council Adopted Budget describes changes the Mayor and Council made
to program submissions from departments. The changes are organized by department and for the
programs that were funded in this budget.

» Citywide

As a starting point for 2014 budget development, departments were provided a preliminary
budget amount and asked to submit, for existing programs, proposals that were funded
within the amount for each department. Departments were also asked to submit justification
statements and supporting documentation for any program proposals that were submitted
above this amount. Changes made to program proposals by the Mayor and Council, along
with new initiatives that they chose to fund, are noted below. Programs proposed by
departments that were not recommended for funding in the budget are not included.

The 2014 budget includes specific proposals that have citywide implications. These
recommendations include an acceleration of the citywide financial “workout” plans that transfer
money from the General Fund to internal service funds for the purposes of eliminating debt and
bolstering reserves in those funds. It is anticipated that the final year of these transfers will be
2014, which will allow General Fund resources to be redeployed for other purposes in future years.

This budget also utilizes accumulated funds in the General Fund. These funds were generated
through policies of fiscal restraint that resulted in under-spending by City departments and through
non-tax revenues that exceeded prior budgetary expectations due to a quickly improving economy.
These factors, along with resources previously dedicated to property tax relief and an increased
LGA appropriation from the State, allowed the City to approve a levy that reflects a 1% reduction
from the 2013 levy. The 2014 budget is able to be funded with the 1% reduction in property tax levy
despite a previously anticipated need to increase the levy by 2.5%.

A new system for budgeting small and mid-level capital requests that were normally funded from
departmental budgets was introduced in this year's budget process. This system, called the Capital
Asset Request System, or “CARS,” will be used on an ongoing basis to better plan for long-range
operating capital requests that would normally be recognized in individual departments. The
requests include items that are not ongoing in nature and include enterprise software upgrades,
vehicle purchases, and similarly-sized items. In the first year of this program, $8.9 million has been
dedicated to fund items through this request process, which is largely used to cover deferred
maintenance and replacement costs for existing operating capital. More information regarding
CARS is presented in the Capital Overview and Financial Schedules sections of this document.

The Council further approved the following amendments to the Mayor's Recommended Budget that
affect departments on a citywide basis. These amendments include:

¢ Amend the Mayor's 2014 recommended budget to allocate $760,642 in General Fund
general revenues (department) for the Internal Service Fund programs to individual
departments without a net budget change.

¢ Amend the Mayor's 2014 Recommended Budget to allocate the recommended use of $8.9
million in General Fund balance for the City's Capital Asset Request System (CARS)
program to individual requesting departments without a net budget change.
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¢ Amend the Mayor's 2014 Recommended Budget for CARS to include $25,000 for MTN
equipment replacement funded by a reduction in other capital requests.

e The Council also directed all City departments to make data available online using open
standards and further directed that the Information Technology Director convene a working
group to include the City Coordinator and key department staff, with feedback from the
Information Technology Executive Group, to develop a policy and implementation schedule
for the "Open Data Directive," and report on progress to the Ways & Means/Budget
Committee and Information Technology Policy Committee starting in March 2014 and at
regular intervals thereafter.

» Departments

The Mayor recommended, and the Council adopted changes to, departmental program proposals
for the 2014 budget. These items, in addition to new initiatives that were chosen for funding by the
Mayor and Council, are described below. Program proposals submitted by departments that are
not funded in the budget have been excluded from this list.

Assessor

Mayor's Recommended Budget: The Mayor recommended an additional $100,000 in ongoing
funding for this department to hire an additional position dedicated to assessments and
appraisals with a focus on commercial properties.

Council Adopted Budget: City Council approved the Mayor's recommendations.
Attorney

Mayor's Recommended Budget: The Mayor recommended one-time funding in the amount of
$120,000 to be used for hiring an additional attorney in the Civil Division with a further
recommendation to fund the position through cost allocation charges to other departments on
an ongoing basis beginning in 2015. The Mayor also recommended an additional $75,000 in
one-time funding to be used for domestic violence prevention programming along with a
direction to the department to seek out grants to find an ongoing funding stream for domestic
violence prevention.

Council Adopted Budget: City Council approved the Mayor's recommendations.
City Clerk

Mayor's Recommended Budget: The Mayor recommended $85,000 in one-time funding to be
used for the continuation of office support personnel in this department.

Council Adopted Budget: City Council approved the Mayor's recommendations and added the
following staff direction; staff from Finance and Property Service is directed to appropriate
(transfer) any remaining year-end funds from the 13 ward offices’ 2013 budgets to the City
Clerk’s Office to be dedicated to the Legislative Information Management System.

City Council

Mayor's Recommended Budget: The Mayor recommended no changes to this department’s
base program proposal.
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Council Adopted Budget: City Council approved the Mayor's recommendations.
City Coordinator Administration

Mayor's Recommended Budget: The Mayor recommended $80,000 in ongoing funding to
support implementation of initiatives related to the City’s sustainability goals; $100,000 in
ongoing funding for local and regional lobbying efforts, including Metropolitan Airports
Commission, Metropolitan Council, University of Minnesota, Hennepin County and surrounding
cities; and $20,000 in ongoing funding to enhance existing funding for the City’s tree canopy.
The Mayor also recommended $90,000 in one-time funding for the department to use to report
the City's Creative Vitality Index (CVI) as well as to be used for other arts and culture planning
in conjunction with the comprehensive plan update ($45,000 for each) and $75,000 in one-time
funding to be used for the City’s work with the Public Utilities Commission (PUC).

Council Adopted Budget: The Council approved the Mayor's recommendations and amended
the budget to reduce the appropriation for the City Coordinator's Administration Department by
$150,000 and offset this reduction with an increase to the Human Resources and
Intergovernmental Relations Departments to enhance the City’s internship programs and
lobbying efforts. The Council further amended the Mayor's Recommended Budget to recognize
payment in lieu of taxes (PILOT) payments from the Minneapolis Public Housing Authority
(MPHA) and amend the Department’s budget to refund these payments. The Council also
increased the Department’s appropriation by $30,000 to fund annual membership dues in the
St. Anthony Falls Heritage organization, funded by money previously allocated to the Finance
and Property Services Department. The Council also directed the Department, in conjunction
with Civil Rights, NCR, CPED, FPS and HR to develop measures consistent with the racial
equity toolkit guides, and work with all departments to include applicable measures in their
Results Minneapolis reports.

311 (a Division of City Coordinator Administration)

Mayor's Recommended Budget: The Mayor recommended an additional $250,000 in
ongoing funding to support expanding 311 operations to include weekend hours and the
hiring of three additional staff.

Council Adopted Budget: The Council approved the Mayor's recommendations.

911 (a Division of City Coordinator Administration)

Mayor's Recommended Budget: The Mayor recommended no changes to this
department’s base program proposal.

Council Adopted Budget: The Council approved the Mayor’'s recommendations and
directed staff to utilize the bell-curve staffing authority outlined in the City’s Financial
Policies to hire two additional FTE (operators). 911 staff is directed to report upon the
effectiveness of this staffing mechanism in meeting service level benchmarks by
September 1, 2014.
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Emergency Management (a Division of City Coordinator Administration)

Mayor's Recommended Budget: The Mayor recommended no changes to this
department’s base program proposal.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.
Civil Rights

Mayor's Recommended Budget: The Mayor recommended an additional $150,000 in ongoing
funding to double the number of participants in the Urban Scholars program as well as an
additional $25,000 in ongoing funding to provide transcription services during hearings.

Council Adopted Budget: City Council approved the Mayor’'s recommendations and added the
following staff direction; the Civil Rights Department, in collaboration with Neighborhood and
Community Relations, Community Planning and Economic Development, Finance and Property
Services, Human Resources, and the Coordinator’s office, is directed to develop measures
consistent with the racial equity toolkit guides, and work with all departments to include
applicable measures in their regular Results Minneapolis reports.

Communications

Mayor's Recommended Budget: The Mayor recommended no changes to this department’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor's recommendations.
Convention Center

Mayor's Recommended Budget: The Mayor recommended increasing the transfer from the
General Fund to the Convention Center Fund by $400,000 ($100,000 in ongoing funding,
$300,000 in one-time funding) to use for events and community engagement programming such
as the Secret City Festival.

Council Adopted Budget: The Council approved the Mayor’'s recommendations and amended
the budget to increase the Convention Center's appropriation by $250,000 to be allocated for
Meet Minneapolis on a one-time basis. The funding for this appropriation increase is to come
from prior years’ local tax revenue currently in the Convention Center's fund balance. The
Council further directed staff to request a quarterly report from Meet Minneapolis detailing the
expenses and resulting benefits associated with the one-time $250,000 allocation and present
this report to the City Coordinator on a quarterly basis, with a further request to present this
report to the Ways and Means/Budget Committee on a semiannual basis.

Community Planning and Economic Development (CPED)

Mayor's Recommended Budget: The Mayor recommended additional ongoing funding from the
General Fund to support the following efforts: $185,000 for City support of the Midtown Global
Market; $74,000 to enhance the City’s Step-Up program; $400,000 for enhancing the City’s
permit and construction inspection capabilities needed due to the recent increases in
construction activity; and the realignment the department’s administrative services into the
General Fund to allow for greater future flexibility in the utilization of development-related funds.
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Further, the Mayor recommended an additional one-time General Fund appropriation in the
amount of $300,000 for the Construction Code Services Division to prevent service level
reductions.

Council Adopted Budget: The Council approved the Mayor’'s recommendations and amended
the budget to reinstate requested funding for the City's Employment and Training programs in
CPED and allocated up to $2.565 million from the CPED Special Revenue Fund to maintain the
following programs at current levels:

$1.0 million for Adult Training

$0.7 million for Youth Employment

$0.690 million for Great Streets

$0.146 million for the Peavey Plaza project

$0.029 million for Residential and Real Estate Development

The Council further amended the Mayor’s recommendations by increasing the appropriation for
affordable housing by $1.5 million to be funded through the use of reserves in the CPED
Development Account (CPED Special Revenue Fund). The Council also amended the budget
to allocate up to $2.75 million in proceeds attributed to the sale of the Gaviidae property to
Public Works for the purpose of funding a portion of the preliminary engineering and/or project
development costs associated with the Nicollet/Central Modern Streetcar Project. In addition,
Council decreased the Midtown Global Market allocation by $50,000 to be reallocated to the
Minneapolis Animal Care and Control bully breed temperament program in Regulatory Services
and reallocated the remaining $135,000 of the Midtown Global Market allocation to the Great
Streets program.

The Council also provided several directions to CPED staff:

o Staff from Intergovernmental Relations (IGR), CPED and possibly others is directed to
evaluate existing and ongoing membership in the St. Anthony Falls Heritage
Organization for value received.

o Staff from Civil Rights, NCR, CPED, FPS, HR, and the City Coordinator’s office is
directed to develop measures consistent with the racial equity toolkit guides, and work
with all departments to include applicable measures in their regular Results Minneapolis
reports.

e CPED staff is also directed to lead a cross-departmental workgroup to include the
Minneapolis Police Department’s 3rd Precinct, Regulatory Services, CPED Housing,
CPED Economic Development, and other relevant departments, along with the Ventura
Village Neighborhood Association and other stakeholders, to build on the focused work
in the northwest sector of the Ventura Village Neighborhood. The workgroup will
establish a discreet project area, a robust community engagement process, baseline
measurement data, and comprehensive investment strategies in housing and jobs. The
workgroup will regularly evaluate the progress to determine the effectiveness of the City
of Minneapolis efforts in this defined area.
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Finance & Property Services

Mayor's Recommended Budget: The Mayor's Recommended Budget includes funding to
reinstate 2.5 FTEs in Property Services using one-time funding that will subsequently become
part of the internal service charge mechanism. The Mayor also recommended funding an
additional FTE to assist in purchasing and payment processes. Additionally, the Mayor
recommended a reduction of $200,000 in funding to this department to reflect prior year actual
utilization and to mitigate the impact of the additions.

Council Adopted Budget: The Council approved the Mayor's recommendations and amended
the budget to increase the City Coordinator Administration Department’s budget appropriation
by $30,000 to be allocated for the annual membership for St. Anthony Falls Heritage
Organization to be offset by a reduction in the appropriation for the Finance and Property
Services Department.

The Council also provided several directions to staff:

e The Finance and Property Services Department is directed to amend all schedules and
language according to amended budgets and to adjust the five-year financial direction
according to amended budgets and staff directions.

e The Finance and Property Services and Public Works Departments are directed to
request a report on the utilization of the Minneapolis Parks and Recreation Board Tree
Levy and City contribution of $200,000 for 2014 and prepare a recommendation
regarding continued funding for the 2015 budget process.

o Staff from Civil Rights, Neighborhood and Community Relations (NCR), CPED, Finance,
Human Resources (HR), and the Coordinator’s office is directed to develop measures
consistent with the racial equity toolkit guides and work with all departments to include
applicable measures in their regular Results Minneapolis reports.

Fire

Mayor's Recommended Budget: The Mayor recommended $1,100,000 in one-time funding for
cadet hiring and training and an additional $250,000 in one-time funding to be used for a pilot
program to respond to emergency medical service (EMS) calls with staff and vehicles equipped
for that purpose rather than deploying full fire rigs. The Mayor also recommended $25,000 be
added to this department’s ongoing General Fund allocation to be used for youth recruitment
programming that provide a pipeline for the EMS specialists and eventually firefighters. It is
anticipated that these programs will save money in the long run due to associated savings in
staff recruitment and vehicle maintenance costs.

Council Adopted Budget: City Council approved the Mayor's recommendations.

Health and Family Support

Mayor's Recommended Budget: The Mayor recommended additional one-time General Fund
allocations of $150,000 for community micro-grants targeted at a support group for parents of
adolescent children, $125,000 to continue the 2007 Minneapolis Air Quality Study, and $75,000

in funding for programming to prevent high-risk youth from becoming victims of violence.

Council Adopted Budget: City Council approved the Mayor’'s recommendations and amended
the budget to increase general fund revenues by $139,000 to account for increased inspection
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and citation revenue projections and the expense appropriation was increased by $139,000 for
the Health department to provide for a program to assist these businesses in meeting health
standards (in cooperation with CPED). Further, Council directed the staff of the Health
Department to provide an update of the fees and process study to Regulatory, Energy and
Environment committee during the first quarter of 2014.

Human Resources

Mayor's Recommended Budget: The Mayor recommended ongoing General Fund allocations
for the following programs: $126,000 in Halogen license fees; $100,000 to hire an additional
human resource generalist; $15,000 to support employee access to NiceRide ($5,000 of which
is one-time); and $100,000 to support employee access to MetroPass ($25,000 of which is one-
time). The Mayor also recommended one-time General Fund allocations of $80,000 to support
benefits staff in implementing the requirements of the Affordable Care Act and $10,000 to
support an employee access to car-sharing.

Council Adopted Budget: The Council approved the Mayor's recommendations and amended
the budget to increase the Human Resources Department’s appropriation by $50,000 to
enhance the City’s internship programs with corresponding appropriation authority removed
from the City Coordinator's Administration Department. The Council also directed staff from
Civil Rights, NCR, CPED, FPS, HR, and the Coordinator's office to develop measures
consistent with the racial equity toolkit guides and work with all departments to include
applicable measures in their regular Results Minneapolis reports.

Information Technology

Mayor's Recommended Budget: The Mayor recommended one-time funding in the amount of
$625,000 to be used by the department to cover costs associated with the managed services
request for proposal process. The Mayor further recommended $100,000 in one-time funding to be
used for business intelligence support. In subsequent budget years, this will be funded through
departmental cost allocations.

Council Adopted Budget: The Council approved the Mayor's recommendations.
Intergovernmental Relations

Mayor's Recommended Budget: The Mayor recommended no changes to this department’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor's recommendations and amended
the budget to increase the department’s appropriation by $100,000, which is offset by a like
reduction in appropriation authority for the City Coordinator Administration Department. This
funding covers the cost of an FTE in the department dedicated to interregional lobbying and
coordination efforts. The Council further directed staff, in conjunction with CPED and other
departments, to evaluate the existing and ongoing membership against the value received for
the cost of membership in the St. Anthony Falls Heritage Organization and other strategic
partnerships.
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Internal Audit

Mayor's Recommended Budget: The Mayor recommended an additional ongoing General Fund
appropriation in the amount of $126,000 for this department to hire one additional auditor.

Council Adopted Budget: City Council approved the Mayor’'s recommendations.
Mayor

Mayor's Recommended Budget: The Mayor recommended an additional $50,000 in ongoing
General Fund resources to consistently and fully fund personnel costs in this department rather
than relying on temporary grant funding.

Council Adopted Budget: City Council adopted the Mayor's recommendations.
Neighborhood and Community Relations

Mayor's Recommended Budget: The Mayor recommended an additional $100,000 in ongoing
General Fund resources to deploy in support of the department’s access and outreach
programming.

Council Adopted Budget: The Council approved the Mayor’'s recommendations and directed
staff from Civil Rights, NCR, CPED, Finance, HR, and the Coordinator's office to develop
measures consistent with the racial equity toolkit guides and work with all departments to
include applicable measures in their regular Results Minneapolis reports. The Council further
directed NCR staff to use up to $25,000 of its Access and Outreach programming funds for
Beyond the Yellow Ribbon outreach activities and authorize NCR to add 0.5 FTE.

Police

Mayor's Recommended Budget: The Mayor recommended one-time funding from the General
Fund in the amount of $3,100,000 for this department with $2,000,000 of the funding to be used
to cover costs associated with hiring and training a new cadet class and $800,000 in funding to
hire twenty community service officers in the first half of the year as part of a long-term staffing
plan to address attrition due to anticipated retirements. The Mayor also recommended $300,000
in funding to be used for cultural and racial awareness training within the department.

Council Adopted Budget: City council approved the Mayor’'s recommendations and amended
the budget to include; (1) $400,000 for the purchase of body cameras for use by officers to be
funded from the Self-Insurance Fund. This budget appropriation is to be offset by a corresponding
reduction in General Fund transfer to Self-Insurance Fund, (2) $150,000 for the purchase of street
cameras on Penn Ave N from Lowry to Dowling and Fremont Ave N from Lowry to 44th; and to
decrease the General Fund transfer to the Self-Insurance Fund by $150,000, (3) $75,000 for the
purchase of a street camera to be located in the University District and decrease the General
Fund transfer to the Self-Insurance Fund by $75,000.

In addition to these amendments, City Council added the following staff directions; (1) with 2014
budget savings from attrition and contracts, provide $510,000 in General Fund to retain six
Community Crime Prevention Specialists, (2) in conjunction with the Public Works, Regulatory
Services departments, provide services up to an equivalent of $75,000 to support up to six
events associated with the Open Streets program, (3) provide a one-time final allocation from
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the existing Minneapolis Police Department budget of $15,000 to the Midtown Safety Center to
provide the City of Minneapolis contribution to the operating expenses, (4) under the leadership
of CPED, the Minneapolis Police Department’s 3" Precinct is directed to participate in a cross
departmental workgroup including Regulatory Services, CPED Housing, and CPED Economic
Development and other relevant departments, along with the Ventura Village Neighborhood and
other stakeholders, to build on the focused work in the northwest sector of the Venture Village
Neighborhood. The workgroup will establish a discreet project area, a robust community
engagement process, baseline measurement data, comprehensive investment strategies in
housing and jobs. The workgroup will regularly evaluate the progress to determine the
effectiveness of the City of Minneapolis efforts in this defined area.

Public Works

Please see the divisional sections below for the Mayor’s recommendations and Council
amendments by division.

Administration

Mayor's Recommended Budget: The Mayor recommended no changes to this division’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor’'s recommendations and
directed Public Works along with Finance and Property Services to request a report on
the utilization of the Minneapolis Parks and Recreation Board Tree Levy and City
contribution of $200,000 for 2014 and prepare a recommendation regarding continued
funding for the 2015 budget process. The Council also directed Public Works to report
to the Transportation and Public Works Committee by January 31, 2014 with proposed
specific projects for the 2014 Capital Budget for the Paving Program. The Council
further directed Public Works, Regulatory Services and the Police Department to provide
services up to an equivalent of $75,000 to support up to six events associated with the
Open Streets program without additional funding required.

Fleet Services

Mayor's Recommended Budget: The Mayor recommended no changes to this division’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.

Solid Waste and Recycling

Mayor's Recommended Budget: The Mayor recommended realigning the costs
associated with graffiti and alley plowing into the General Fund to more clearly reflect the
nature of these costs.

Council Adopted Budget: The Council approved the Mayor's recommendations.

Surface Water & Sanitary Sewer — Sanitary Sewer

Mayor's Recommended Budget: The Mayor recommended no changes to this division’s
base program proposal.
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Council Adopted Budget: The Council approved the Mayor’'s recommendations and
amended the budget by reducing the 2014 Sanitary Sewer rate from the recommended
amount of $3.21 down to $3.14 (the same rate as 2013), subsequently reducing the
overall revenue and expenditure appropriation by $1,021,160, which reflects the
reduction in Metropolitan Council Environmental Services fees for 2014.

Surface Water & Sanitary Sewer — Stormwater

Mayor's Recommended Budget: The Mayor recommended no changes to this division’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor's recommendations.
Traffic & Parking Services

Mayor's Recommended Budget: The Mayor recommended a one-time General Fund
appropriation of $50,000 for street lighting improvements in North Minneapolis. The
Mayor further recommended an ongoing General Fund appropriation of $435,000 for
crosswalk and pedestrian safety improvements.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.
Transportation Maintenance and Repair

Mayor's Recommended Budget: The Mayor recommended a one-time General Fund
appropriation of $200,000 for winter-weather maintenance to pedestrian and bike
facilities citywide. The Mayor further recommended an ongoing General Fund
appropriation of $575,000 for sealcoating.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.
Transportation Planning and Engineering

Mayor's Recommended Budget: The Mayor recommended one-time General Fund
appropriations for the following programs: $140,000 for the Nicollet & Central Avenue
Modern Streetcar project environmental impact study; $500,000 for the West Bank
Interconnect Project; $200,000 to cover one-third of the cost of the Broadway
Alternatives Analysis study; $35,000 for the St. Anthony Business District Traffic Study;
and $1,250,000 for preliminary engineering of the Nicollet & Central Avenue Modern
Streetcar project.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.

Water Treatment and Distribution

Mayor's Recommended Budget: The Mayor recommended no changes to this division’s
base program proposal.

Council Adopted Budget: The Council approved the Mayor’'s recommendations.
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Regulatory Services

Mayor's Recommended Budget: The Mayor recommended an additional ongoing General Fund
appropriation in the amount of $577,500 to hire 4.5 new positions in support of fire and housing
inspections programming. It is anticipated that revenue generated by these positions will be
sufficient to cover the costs of this budgetary enhancement. This recommendation is
supplemented by $114,000 in one-time funding for vehicles for these new positions.

Council Adopted Budget: City Council approved the Mayor's recommendations and amended
the budget include an additional $50,000 for Minneapolis Animal Care and Control bully breed
temperament testing program.

The Council also added the following staff directions; (1) In collaboration with Minneapolis Police and
Public Works departments, provide services up to an equivalent of $75,000 to support up to six
events associated with the Open Streets program, (2) Under the leadership of Department of
Community Planning & Economic Development (CPED) staff, start a cross departmental
workgroup to include the Minneapolis Police Department 3rd Precinct, CPED Housing, CPED
Economic Development, and other relevant departments, along with the Ventura Village
Neighborhood and other stakeholders, to build on the focused work in the northwest sector of
the Ventura Village Neighborhood.
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Property Tax and Fee Changes
» Property Tax Revenue

The City's 2014 Council Adopted Budget
includes an estimated net tax capacity rate of
71.860%. This rate is the combined rate for the
City, the Board of Estimate and Taxation, the
Minneapolis Park and Recreation Board, and
the Municipal Building Commission (MBC).
The Library referendum is a $9.3 million market
value based tax with an estimated tax capacity
rate of 0.02819% for 2014 and is not included
in the City's net tax capacity rate. This
estimated net tax capacity rate will levy $2.855
million less than the 2013 Council Adopted
Budget.

Library Ref

Property Tax by Fund - $281.7 Million

3.3%

MBC TRA
2.3% 0.8%

Park Board
17.6%

Property tax revenue in constant 2013 dollars*
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*This revenue chart shows the trend of City revenues adjusted for inflation using the Consumer Price Index (CPI).
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» Shared Revenue Approach

As a part of the 2010 budget process, the Mayor recommended and Council adopted a shared
revenue approach that makes costs shared between the City and its independent boards more
transparent, as they are noted “above the line” prior to determining the revenue available for
general operating expenditures for each entity. These costs include closed pension obligations,
previously approved internal service fund workout plans, the Bond Redemption Fund levy, the
Permanent Improvement Fund levy, the Minneapolis Public Housing Authority special levy, the
Teacher’'s Retirement Association special levy, the Library Market Value Referendum levy, the
levy for the Board of Estimate and Taxation, and shared administrative costs. This policy clearly
isolates changes to City policies and the funding of those policy changes. Future increases are
aligned with available resources, and the annual percentage change in revenue available for
general fund activities of the City’'s General Fund, the Park Board and MBC is the guided by the
governing boards of each organization after adjusting for the estimated costs. Levy distributions
are allocated during the Council and Board Adopted Budget process and changes are made in
the resource levels based on policy decisions made during the budget process.

» Market Value Exclusion Program

When the Market Value Homestead Credit (MVHC) was eliminated by the State during the 2011
Special Session, it was replaced with the Market Value Exclusion Program. This program
excludes part of the taxable value of homes from consideration for taxation. Homes with
$76,000 in market value receive the maximum exclusion of $30,400, with exclusions gradually
decreasing until the exclusion is fully phased out at $413,800. As a result of the exclusions, the
City’s overall tax base shrinks which means, all other variables being equal, that the tax rate
charged to all properties increases. The City considers this is a transfer of tax burden from the
State, which previously paid credits on behalf of the homeowner under the former MVHC, to all
properties. The tax burden shifts from the State to the local taxpayers and generally more
heavily toward commercial and industrial properties as they are not subject to the valuation
exclusion.

Under the former MVHC, the same valued home across the State received the same credit.
Under the new exclusion methodology, the effect on same-valued homes will vary greatly in
different communities depending on many factors. These factors include the tax base
composition within the property classifications, the tax rate of the jurisdiction, and the unique
mix of properties in each taxing jurisdiction as all taxing districts are affected. Each of these
variables may change on a yearly basis, occasionally resulting in sizeable changes in the
amounts of property taxes assessed to any one property. The table on the following page shows
the percentage of Minneapolis residential properties grouped according to changes in their
estimated City tax impacts payable in 2014.
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Estimated percentage tax change of City taxes from
payable 2013 to payable 2014 at the with a 1% decrease in

the tax levy.
Est. Percentage Tax Change Percentagg of
(City portion) parcels in
group*
more than - 30 % 0.21%
-20.00% to -30.00% 0.42%
-15.00% to -20.00% 1.28%
-10.00% to -15.00% 4.86%
-7.50% to -10.00% 8.45%
-5.00% to -7.50% 12.06%
-2.50% to -5.00% 6.50%
0.00% to -2.50% 33.40%
2.50% to 0.00% 11.65%
5.00% to 2.50% 11.92%
7.50% to 5.00% 7.18%
10.00% to 7.50% 0.79%
more than + 10 % 1.29%
*This table shows that 67.17% of the City homesteaded
properties that have not had improvements between
valuation dates will have a decrease in the City portion of
their taxes payable in 2014 compared to 2013. An estimated
11.65% will have an increase between 0% to 2.50%.
These groups comprise 78.81% of the parcels.
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» City Utility Fees:

For 2014, the Council Adopted utility rates for Water and Sanitary Sewer fees include both a
variable rate component based on water usage and a fixed rate component based on the size of
the water meter servicing the property. The variable rate for Sanitary Sewer did not increase in
2014. The table below provides a summary of the anticipated change in an average residential
customer’s utility bill from 2013 to 2014. For detailed information of these changes, please refer
to the narratives within the Public Works Department sections of this document.

Combined Utility Bill
Monthly and Annual cost for average customer

2014 Monthly 2014 Annual 2014 monthly 2014 %

2013 Average* Average dollar change change

Water $25.03 $25.74 $309 $0.71 2.8%
Sanitary Sewer $21.84 $22.24 $267 $0.40 1.8%
Stormwater $11.82 $11.94 $143 $0.12 1.0%
Solid Waste/Recycling** $22.00 $22.60 $271 $0.60 2.7%
Total $80.69 $82.52 $990 $1.83 2.3%

*The average household rate for water is based on 7 units of consumption at $3.32 per unit plus a $2.50 fixed charge, in prior
years 8 units of water were used in these calculations. Sanitary rates are based on 6 units of water consumption at $3.14 per
unit plus a fixed charge of $3.40. Stormwater rates are based on 1 equivalent Stormwater unit of 1,530 square feet on
impervious surface.

**The solid waste rate is based on a $17.60 monthly charge with a large recycling cart fee of $5.00. Customers can substitute
a small cart with a $2.00 fee.

> Franchise Fees

Utility companies pay the City franchise fees for their use of the public right-of-way. Franchise
fees are calculated as a percentage of each company’s total utility revenues, so the amounts
paid to the City vary. The 2014 Council Adopted Budget anticipates the total franchise fee
revenue will decrease by $0.5 million from the 2013 Council Adopted Budget, from $27.4 million
in 2013 to $26.9 million in 2014. The decline in revenue is due to eliminating revenue from the
bus stop advertising franchise fee.

There are three franchise agreements that provide revenue for the City. The franchise
agreement with Xcel Energy for electricity requires the company to pay the City 5% of its gross
revenues for Minneapolis residential service customers, 3% of gross revenues for Minneapolis
commercial/industrial customers, and 5% of gross revenues for Minneapolis small
commercial/industrial customers. The residential rate drops to 4.5% of gross revenues
beginning in January 2014. In 2014, the Council Adopted Budget anticipates Xcel will pay the
City $17.0 million from this agreement, the up $0.8 million from 2013.

The franchise agreement with CenterPoint Energy for natural gas requires the company to pay
the City 4.25% of gross revenues for Minneapolis residential buildings with four units or less, 5%
for small commercial/industrial/firm or “interruptible” customers (customers who have
agreements to allow their service to be interrupted, generally during peak loads), and 3% for
large volume interruptible customers. For 2014, the Council Adopted Budget anticipates
CenterPoint Energy will pay the City $6.5 million from this agreement, a decrease of $1.6 million
from 2013.
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The City also has a cable television franchise with Comcast that is anticipated to generate $3.4
million for the City in 2014, a $300,000 increase from 2013. Comcast also collects an “access
fee” from subscribers to support public, educational
programming. The City estimates that it will receive $840,000 from Comcast for the access fee
in 2014, a $40,000 increase from 2013. There are ten PEG channels in the City of Minneapolis:
four public, three educational and three government channels.

» Community Development Block Grant

The 2014 Council Adopted Budget allocates $9.1 million in CDBG funding for City programs,

down from $10.7 million in 2013.

» Other fee changes: The licenses and permit fee revenue is expected to increase from

and government (PEG) access

$34.5 million in 2013 to $38.8 million in 2014 due to recent and projected activity levels.

License and permit revenue in constant 2013 dollars ($ in millions)
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*This revenue chart shows the trend of City revenues adjusted for inflation using the Consumer Price Index (CPI).
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Property Market Values and Tax Base Highlights

The following table shows the estimated market values and corresponding tax capacity by property group for the
January 2, 2013 assessment utilized for property taxes payable in 2014 based on preliminary numbers

2013 Estimated

% of Total

% Change Tax Capacity % of Total % Change

Group Market Value
Real Estate
Commercial $6,160,330,800 18.6% 2.05% $120,791,258 30.0% 2.07%
Industrial 1,148,093,000 3.5% -10.77% 22,498,936 5.6% -10.96%
Residential 21,651,726,100 65.5% 0.64% 207,810,585 51.6% 0.92%
Apartment 3,650,569,600 11.0% 8.46% 43,292,334 10.8% 8.32%
Other 18,773,400 0.1% -9.62% 250,568 0.1% -9.54%
Sub Total $32,629,492,900 98.8% 1.26% $394,643,681 98.0% 1.25%
Personal Property
All 410,530,000 1.2% 1.00% 7,860,000 2.0% 1.19%
Grand Total $33,040,022,900 100.0% 1.25% $402,503,681  100.0% 1.25%

10.00%

5.00%

0.00%

-5.00%

-10.00%

-15.00%

Estimated Change in Tax Capacity by Property Group

Apartment, 8.32%

Commercial, 2.07%

[ ]

Residential, 0.92%
|

Industrial, -10.96%

Other, -9.54%
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Change in Tax Capacity by Group

The following table provides the estimated changes in tax increment financing, fiscal disparities
contribution, and fiscal disparities distribution for taxes payable in 2014 based on preliminary
numbers:

For Taxes Payable in 2014*
Real Estate Tax Capacity $394,643,681
Personal Property Tax Capacity $7,860,000
Gross Tax Capacity $402,503,681
- Less Increment Financing ($31,194,757)
- Less Fiscal Disparities Contribution ($47,101,081)
+ Plus Fiscal Disparities Distribution $51,075,667
Adjusted Net Tax Capacity $375,283,510

* Property Values Jan 2, 2013

Commercial and Industrial Trends

The City of Minneapolis maintains the highest concentration of commercial office buildings in
the State of Minnesota and therefore is the largest contributor of revenue to the state general
tax on a per city basis. Minneapolis’s 2013 commercial/industrial tax base is estimated at $7.3
billion dollars, of which $4.1 billion resides in the Minneapolis Central Business District (CBD).
Between January 2012 and January 2013 the Minneapolis CBD experienced a modest 3.6
percent increase in the commercial and industrial tax base. The biggest news in this market
sector is the proposed $975 million stadium development and a $400 million Ryan development
that includes Class “A” commercial, retail and multi-family housing within walking distance to the
stadium. A $1.4 billion dollar redevelopment project in the Downtown East neighborhood could
be the catalyst needed to spur other major real estate developments in the area.

Apartments
The 2013 apartment market continues to outperform the other markets in Minneapolis with a 8.5

percent growth in tax base over 2012. Marquette Advisors reports a 1.8 percent vacancy rate
for Minneapolis, down from a vacancy rate of 2.1 percent a year earlier. Minneapolis vacancy
rate is slightly better than the 2.9 percent rate for the overall larger metropolitan market area.

Apartment vacancy rates in Minneapolis decreased during 2012. Apartment new construction
continues to be robust in Uptown, Downtown and the University area. The supply of apartment
units is increasing with just under 5,000 units currently under construction. Average monthly
rents increased slightly over 2012 moving from $996 to $1,017 in 2013. The outlook for
apartments in 2014 appears to similar to the 2012 and 2013 trend with no downturn noted in the
near future.

Residential

The inventory of foreclosures and short-sales is declining and the negaitive impact these
properties had on the open market transactions is diminishing. The housing market is being
perceived as “stable” with the job market other economic sectors improving. The number of
homes actively on the market is down 15 percent from the previous year and down 50% since
2008. The lack of housing inventory available for sale has transitioned the real estate market
from a “Buyer’s Market” to a “Seller's Market” with quick sales and multiple purchase officers on
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many of the listings. Prices of single family homes remained relatively flat at $170,000 entering
into 2013. However, recent sales activity indicates the real estate market improving each month

thouthout 2013.

The table below shows the overall change in the market value by the three main property type

classifications for taxes payable from 2000 to 2014:

Home

Change in Market Value

Payable Commercial/Industrial Residential Apartment
2000 17.70% 9.50% 13.00%
2001 23.10% 16.00% 18.70%
2002 20.80% 23.40% 27.50%
2003 12.50% 15.40% 16.40%
2004 -5.50% 15.10% 14.10%
2005 3.00% 12.20% 6.50%
2006 11.40% 12.90% 6.80%
2007 11.80% 6.40% -1.20%
2008 10.41% 2.63% 3.31%
2009 1.30% -3.12% 1.82%
2010 -0.09% -3.60% 0.53%
2011 -9.80% -4.40% -6.70%
2012 -4.50% -9.10% -5.20%
2013 0.46% -5.37% 2.79%
2014 Est. -0.20% 0.64% 8.46%
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2014 Council Adopted Budget
Property Tax Levies

2014 Council Adopted Budget
. % Change $ Change
2013 Adopted 2014 Levies from 2013 from 2013
By Major Funds
General Levies $280,939,000 $278,404,000 -0.90% (%$2,535,000)
Special Levies Other* $3,621,000 $3,321,000 -8.29% ($300,000)
Grand Totals $284,560,000 $281,725,000 -1.00% ($2,835,000)

2014 Council Adopted Budget
2013 Adopted 2014 Levies Of/‘r’oﬁ]hggfg frocr:zgglg

By Entity

City** $219,634,000 $215,904,000 -1.70% ($3,730,000)
Municipal Building Commission $4,410,000 $4,594,000 4.17% $184,000
Park Board $48,616,000 $49,627,000 2.08% $1,011,000
Library Referendum*** $9,300,000 $9,300,000 0.00% $0
Public Housing Authority $200,000 $0  -100.00% ($200,000)
Teachers' Retirement $2,400,000 $2,300,000 -4.17% ($100,000)
Grand Totals $284,560,000 $281,725,000 -1.00% (%$2,835,000)

* Special Levies other Include; Chapter 595 (HRA), Teachers' Retirement

** Includes General Fund, Permanent Improvement, Bond Redemption, Board of Estimate & Taxation,
and closed pension funds ( MERF,MPRA,MFRA ) & HRA Levies

***Thijs remains a City obligation after the Library System consolidation
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2014 Council Adopted Budget
Property Tax Levies

Levy Only Entities

Public Housing Auth
Teachers Retirement
Library Referendum=**
Board Estimate & Taxation
Perm. Imp Fund
Bond Redemption Fund
MERF
MFRA
MPRA
Subtotals

Levy & LGA Entities

2014 Council Adopted Budget

Home

Municipal Building Commission
Park & Recreation Board
General Fund Levy*
Subtotals

Grand Totals

* Includes the Chapter 595 (HRA) Levy

City of Minneapolis - Financial Overview

. % Change $ Change

2013 Adopted 2014 Levies from 2013 from 2013
$200,000 $0 -100.00% ($200,000)
$2,400,000 $2,300,000 -4.17% ($100,000)
$9,300,000 $9,300,000 0.00% $0
$175,000 $170,000 -2.86% ($5,000)
$1,000,000 $1,000,000 0.00% $0
$21,200,000 $29,300,000 38.21% $8,100,000
$18,150,000 $18,150,000 0.00% $0
$2,745,000 $2,745,000 0.00% $0
$6,415,000 $6,415,000 0.00% $0
$61,585,000 $69,380,000 12.66% $7,795,000
$4,410,000 $4,594,000 4.17% $184,000
$48,616,000 $49,627,000 2.08% $1,011,000
$169,949,000 $158,124,000 -6.96% ($11,825,000)
$222,975,000 $212,345,000 -4.77% ($10,630,000)
$284,560,000 $281,725,000 -1.00% ($2,835,000)
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2014 Adopted Budget Activities Approach

Municipal Building Commission ( MBC )*
Municipal Building Commission Levy
Municipal Building Commission Tax rev
USE of The City's Fund Bal Rev at MBC
MBC LGA Rev
MBC Tax Rev & LGA
LESS MBC's Trfto City General Fund OH
MBC Activities Tax Rev & LGA
MBC $$ Change
MBC % Change
Estimated MBC Cost Escalator %
MBC % Change After Est. Cost Escalator

Park Board*
Park Board Levy
Park Board Tax rev
Park Board Tree Preservation Levy
Park Board Tree Preservation Levy Tax rev
Fees, Fines & Other Revenues
Park Bd LGA Rev
Park Board Tax Rev & LGA
LESS Park Board's Trf to City General Fund OH
LESS Park Board's Trfto City General Admin Fee
LESS Park Board's Capital Projects from Levy
Park Board Activities Tax Rev & LGA
Park Board Activities $$ Change
Park Board Activities % Change
Estimated Park Bd Cost Escalators Overall % >>
Park Board Activities % Change After Cost Escalator

City General Fund
City GFd Levy
City GFd Tax rev
Chapter 595 Levy - Special Levy GFd Dept. $$
PLUS Trf From the Property Tax Stabilization Acct
General Fund Revenues
General Fund Use of Fund Balance
City LGA Rev
City General Fund Revenue
Less Payment to the Co for Library System non Tax $$
LESS MBC's Tax Rev Trf for Rent Non GFd
Less Gen Fd Revenue Transfer to BIS for Wi-Fi
Less Revenue Transfer to Arena Reserve
Less Revenue Transfer to Solid Waste Graffiti
LESS City General Fund ( Trf to Pen Mgmt. Plan )
LESS General Fd Transition Cost After Election Mayor & Council
LESS City GFd trfto Internal Service Funds $in Total
LESS General Fund Trf to Fund 4100
LESS City GFd OH Notrecovered from Park Bd
LESS City GFd OH Recovered from Park Bd
LESS City GFd OH Recovered from MBC
LESS City GFd OH Not recovered from MBC
LESS Other's Trfto City General Fund OH
LESS City GFd OH Notrecovered from Other's
LESS General fund one time $$
LESS General fund one time $$ in 2014 Police Cadet Class
Less Revenue Transfer to the CONVENTION CENTER
Capital Asset Replacement System (CARS)
LESS Trfto Park Bd for Trees
City GFd Activities
General Fund Activities $$ Change
General Fund Activities % Change
Estimated GFd Cost Escalator % >>
General Fund Activities % Change After Cost ESC

Home

*Note: lindependent boards set and adopt their own budgets
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2013 2014 9% Change $$ Change
4,410,000 4,594,000 4.172% 184,000
4,321,800 4,502,000 4.170% 180,200

227,425 314,048 38.089% 86,623
193,067 228,959 18.590% 35,892
4,742,292 5,045,007 6.383% 302,715
(52,600) (155,768) 196.137% (103,168)
4,689,692 4,889,239 4.255% 199,547
199,547
4.255%
4.255%
0.000% $4

2013 2014 9% Change $$ Change

48,616,000 48,616,000 0.000% 0
47,643,486 47,643,680 0.000% 194
0 1,011,000 0.000% 1,011,000
0 990,780 0.000% 990,780
8,917,626 9,100,000 2.045% 182,374
7,570,039 8,977,319 18.590% 1,407,280
64,131,151 66,711,779 4.024% 2,580,628
(839,100) (977,303) 16.470% (138,203)
(129,000) (132,422) 2.653% (3,422)
(4,629,857) (4,700,000) 1.515% (70,143)
58,533,194 60,902,054 4.047% 2,368,860
2,368,860

4.047%

3.995%
0.052% $30,530

2013 2014 % Change $$ Change

168,928,000 157,103,000 -7.000% (11,825,000)
165,549,440 153,960,940 -7.000% (11,588,500)
1,000,580 1,000,580 0.000% 0
0 5,000,000 0.000% 5,000,000
159,154,600 215,977,000 35.703% 56,822,400
0 18,650,000 0.000% 18,650,000
56,378,894 66,859,804 18.590% 10,480,910
382,083,514 461,448,324 20.772% 79,364,810
(4,106,000) (3,238,000) -21.140% 868,000
(748,507) (740,776) -1.033% 7,731
(491,260) (505,111) 2.819% (13,851)
(89,000) 0 -100.000% 89,000
(150,000) (825,000) 450.000% (675,000)
(716,000) (1,500,000) 109.497% (784,000)
0 (200,000) 0.000% (200,000)
(28,731,619) (16,591,163) -42.255% 12,140,456
0 (500,000 0.000% (500,000)
(442,480) (264,122) -40.309% 178,358
(839,100) (977,303) 16.470% (138,203)
(52,600) (155,768) 196.137% (103,168)
(163,905) (57,338) -65.018% 106,567
(19,793,500) (21,314,189) 7.683% (1,520,689)
(276,106) (24,741) -91.039% 251,365
(1,728,000) (9,265,000) 436.169% (7,537,000)
0 (1,300,000) 0.000% (1,300,000)
0 (46,593,000) 0.000% (46,593,000)
0 (8,900,000) 0.000% (8,900,000)
0 (200,000) 0.000% (200,000)
323,755,437 348,296,815 7.580% 24,541,378
24,541,378
7.580%
3.945%

3.635% $11,767,977
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Residential Property Tax — Sample Bills
Residential Property Levy & Utility Fee Estimated impact

with Estimated Market Value Change of >>

* Water Rates for 2013 were adj from 8 units to 7 units to match 2014
2013 2014 % $ Change 2014 % Change 2014 % $ Change
Change Change Change
Assessed Market Value (MV) $133,000 $139,650 5.0% $6,850 $133,000 0.0% $0 $126,350 -5.0% ($6,650)
Market Value Credit Exclusion ($25,270) ($24,672)  -2.4% $599 ($25,270)  0.0% $0 ($25,869)  2.4% ($599)
Taxable Value $107,730 $114,979 6.7% $7,249 $107,730 0.0% $0 $100,482 6.7% ($7,249)
Tax Capacity $1,077 $1,150 6.7% $72 $1,077 0.0% $0 $1,005 -6.7% ($72)
City Property Taxes
Tax Capacity based Taxes $783 $823 5.1% $40 $771 -1.5% ($12) $719 -8.2% ($84)
MV Referendum Tax $38 $39 2.6% $1 $37 -2.7% ($1) $36 -5.4% ($2)
Total City Property Taxes $821 $862 5.0% $41 $308 1.6% ($13) $755 8.1% ($86)
Utility Fees
Water $300 $309 2.8% $9 $309 2.9% $9 $309 2.9% $9
Storm $142 $143 1.0% $1 $143 1.0% $1 $143 1.0% $1
Sanitary Sewer $262 $267 1.9% $5 $267 1.9% $5 $267 1.9% $5
Solid Waste Recycling $264 $271 2.7% $7 $271 2.5% $7 $271 2.5% $7
Total Utilities $968 $990 2.3% $22 $990 2.3% $22 $990 2.3% $22
Total City Property Taxes & Utility $1,789 $1,852 3.5% $63 $1,798 0.5% $9 $1,745 -2.5% ($44)
Residential Property Levy & U‘tility Fee Estimated impact
with Estimated Market Value Change of >>
* Water Rates for 2013 were adj from 8 units to 7 units to match 2014
2 2| % 2 % 2| %
013 014 Change $ Change 014 Change Change 014 Change $ Change
Assessed Market Value (MV) $195,500 $205,275 5.0% $9,775 $195,500 0.0% $0 $185,725 -5.0% ($9,775)
Market Value Credit Exclusion ($19,645) ($18,765)  -4.5% $880 ($19,645)  0.0% $0 ($20,525)  4.5% ($880)
Taxable Value $175,855 $186,510 6.1% $10,655 $175,855 0.0% $0 $165,200 -6.1% ($10,655)
Tax Capacity $1,759 $1,865 6.1% $107 $1,759 0.0% $0 $1,652 -8.1% ($107)
City Property Taxes
Tax Capacity based Taxes $1,279 $1,335 4.4% $56 $1,258 -1.6% ($21) $1,182 -7.6% ($97)
MV Referendum Tax $56 $58 3.6% $2 $55 -1.9% ($1) $52 -7.4% ($4)
Total City Property Taxes $1,335 $1,393 4.4% $58 $1,313 1.7% ($22) $1,234 -7.6% ($101)
Utility Fees
Water $300 $309 2.8% $9 $309 2.9% $9 $309 2.9% $9
Storm $142 $143 1.0% $1 $143 1.0% $1 $143 1.0% $1
Sanitary Sewer $262 $267 1.9% $5 $267 1.9% $5 $267 1.9% $5
Solid Waste Recycling $264 $271 2.7% $7 $271 2.5% $7 $271 2.5% $7
Total Utilities $968 $990 2.3% $22 $990 2.3% $22 $990 2.3% $22
Total City Property Taxes & Utility $2,303 $2,383 3.5% $80 $2,303 0.0% $0 $2,224 -3.4% ($79)
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Residential Property Levy & Utility Fee Estimated Impact

with Estimated Market Value Change of >>

Home

* Water Rates for 2013 were adj from 8 units to 7 units to match 2014
2013 2014 % $ Change 2014 % $ Change 2014 % $ Change
Change Change Change
Assessed Market Value (MV) $532,000 $558,600 5.0% $26,600 $532,000 0.0% $0 $505,400 -5.0% ($26,600)
Market Value Credit Exclusion na na na na
Taxable Value $532,000 $558,600 5.0% $26,600 $532,000 0.0% $o0 $505,400 -5.0% ($26,600)
Tax Capacity $5,400 $5,733 6.2% $333 $5,400 0.0% $0 $5,068 -6.2% ($333)
City Property Taxes
Tax Capacity based Taxes $3,927 $4,102 4.5% $175 $3,864 -1.6% ($63) $3,626 7.7% ($301)
MV Referendum Tax $152 $157 3.3% $5 $150 -1.4% ($2) $142 -6.8% ($10)
Total City Property Taxes $4,079 $4,259 4.4% $180 $4,014 -1.6% ($65) $3,768 -7.7% ($311)
Utility Fees
Water $300 $309 2.8% $9 $309 2.9% $9 $309 2.9% $9
Storm $142 $143 1.0% $1 $143 1.0% $1 $143 1.0% $1
Sanitary Sewer $262 $267 1.9% $5 $267 1.9% $5 $267 1.9% $5
Solid Waste Recycling $264 $271 2.7% $7 $271 2.5% $7 $271 2.5% $7
Total Utilities $968 $990 2.3% $22 $990 2.3% $22 $990 2.3% $22
Total City Property Taxes & Utility $5,047 $5,249 4.0% $202 $5,004 -0.8% ($43) $4,758 -5.7% ($289)
Residential Property Levy & Utility Fee Estimated Impact
with Estimated Market Value Change of >>
* Water Rates for 2013 were adj from 8 units to 7 units to match 2014
2013 2014 % $ Change 2014 % $ Change 2014 % $ Change
Change Change Change
Assessed Market Value (MV) $1,334,000 $1,400,700 5.0% $66,700 $1,334,000 0.0% $0 $1,267,300 -5.0% ($66,700)
Market Value Credit Exclusion na na na na
Taxable Value $1,334,000 $1,400,700 5.0% $66,700 $1,334,000 0.0% $0 $1,267,300 -5.0% ($66,700)
Tax Capacity $15,425 $16,259 5.4% $834 $15,425 0.0% $0 $14,591 -5.4% ($834)
City Property Taxes
Tax Capacity based Taxes $11,217 $11,635 3.7% $418 $11,038 -1.6% ($179) $10,442 -6.9% ($775)
MV Referendum Tax $382 $394 3.1% $12 $376 -1.6% ($6) $357 -6.7% ($25)
Total City Property Taxes $11,599 $12,029 3.7% $430 $11,414 -1.6% ($185) $10,799 -6.9% ($800)
Utility Fees
Water $300 $309 2.8% $9 $309 2.9% $9 $309 2.9% $9
Storm $142 $143 1.0% $1 $143 1.0% $1 $143 1.0% $1
Sanitary Sewer $262 $267 1.9% $5 $267 1.9% $5 $267 1.9% $5
Solid Waste Recycling $264 $271 2.7% $7 $271 2.5% $7 $271 2.5% $7
Total Utilities $968 $990 2.3% $22 $990 2.3% $22 $990 2.3% $22
Total City Property Taxes & Utility $12,567 $13,019 3.6% $452 $12,404 -1.3% ($163) $11,789 -6.2% ($778)
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Commercial/Industrial and Apartment Property Tax — Sample Bills

Home

Commercial/lndustrial Property
with Estimated Pay 2014 Market Value Change of

5.0%

0.0%

-5.0%

2013 2014 % Change $ Change 2014 % Change $ Change 2014 % Change $ Change
Assessed Market Value (MV) $275,000 $288,750 5.0% $13,750 $275,000 0.0% $0 $261,250 -5.0% ($13,750)
Tax Capacity $4,750 $5,025 5.8% $275 $4,750 0.0% $0 $4,475 -5.8% ($275)
City Property Taxes
Tax Capacity based Taxes $2,369 $2,467 4.1% $97 $2,332 -1.6% ($38) $2,197 -7.3% ($173)
MV Referendum Tax $79 $81 2.8% $2 $77 -2.1% ($2) $74 -7.0% ($6)
Total City Property Taxes $2,448 $2,548 4.1% $100 $2,409 -1.6% ($39) $2,270 -7.3% ($178)
Commercial/lndustrial Property
with Estimated Pay 2014 Market Value Change of 5.0% 0.0% -5.0%
2013 2014 % Change $ Change 2014 % Change $ Change 2014 % Change $ Change
Assessed Market Value (MV) $10,375,000 $10,893,750 5.0% $518,750 $10,375,000 0.0% $0 $9,856,250 -5.0% ($518,750)
Tax Capacity $206,750 $217,125 5.0% $10,375 $206,750 0.0% $0 $196,375 -5.0% ($10,375)
City Property Taxes
Tax Capacity based Taxes $103,133 $106,586 3.3% $3,454 $101,493 -1.6% ($1,640) $96,400 -6.5% ($6,733)
MV Referendum Tax $2,983 $3,067 2.8% $84 $2,921 -2.1% ($62) $2,775 -7.0% ($208)
Total City Property Taxes $106,116 $109,653 3.3% $3,537 $104,414 -1.6% ($1,702) $99,175 -6.5% ($6,941)
Apartment Property
with Estimated Pay 2014 Market Value Change of 5.0% 0.0% -5.0%
2013 2014 % Change §$ Change 2014 % Change $ Change 2014 % Change $ Change
Assessed Market Value (MV) $404,000 $424,200 5.0% $20,200 $404,000 0.0% $0 $383,800 -5.0% ($20,200)
Tax Capacity $5,050 $5,303 5.0% $253 $5,050 0.0% $0 $4,798 -5.0% ($253)
City Property Taxes
Tax Capacity based Taxes $3,672 $3,795 3.3% $122 $3,614 -1.6% ($58) $3,433 -6.5% ($239)
MV Referendum Tax $113 $119 6.1% $7 $114 1.0% $1 $108 -4.0% ($5)
Total City Property Taxes $3,785 $3,914 3.4% $129 $3,728 -1.5% ($57) $3,541 -6.4% ($244)
Apartment Property
with Estimated Pay 2014 Market Value Change of 5.0% 0.0% -5.0%
2013 2014 % Change $ Change 2014 % Change $ Change 2014 % Change $ Change
Assessed Market Value (MV) $722,000 $758,100 5.0% $36,100 $722,000 0.0% $0 $685,900 -5.0% ($36,100)
Tax Capacity $9,025 $9,476 5.0% $451 $9,025 0.0% $0 $8,574 -5.0% ($451)
City Property Taxes
Tax Capacity based Taxes $6,563 $6,781 3.3% $219 $6,458 -1.6% ($104) $6,135 -6.5% ($427)
MV Referendum Tax $201 $213 6.1% $12 $203 1.0% $2 $193 -4.0% ($8)
Total City Property Taxes $6,764 $6,995 3.4% $231 $6,662 -1.5% ($102) $6,329 -6.4% ($435)
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City of Minneapolis
2014 Budget

Financial Plans

The section that follows contains the Financial Plans for the major funds of the City.
Detailed financial plans are included for the following major funds, listed below. For the
other funds of the City, financial information (expenditure and revenue) is included in the
Financial Schedules Section of this report.

Five Year Financial Direction 2015-2019 ... F2
Demands on the Property Tax: 10 Year Projection .......cccccccccceiiiiimmmreecenncccssnseeeenns F16
Special Revenue Funds

Convention Center Special Revenue FUNd ............ccoooiiiiiiiiiiiiiic e F20
Arena ReSErVe FUNG ...t F27
Community Planning and Economic Development Fund ..............cccccciieieiiiiieeeeeienne, F30
Neighborhood and Community Relations. ... F33
ReQUIAtOINY SEIVICES. ... .ot e F34

Enterprise Funds

Municipal Parking FUNd............o e F36
Solid Waste and Recycling FUNd .........coooiiiiiiiii e F41
Sanitary SEWEr FUNG..........ooiiiiie e e e e e e e e e e e e F46
SEOrMWALET FUNG......eee e ssssnsnsnnnnnes F50
LT = =1 g U o F54
Internal Service Funds

Public WOrks Stores FUNQ.........coooiiiiee e e e e e e F60
Engineering Materials and Testing FuNd............ooooiiii F63
Intergovernmental Services FUNd ... F66
Fleet Services FUN ... et eeeeeeees F72
Property Services FUNQ..........ooooiiiiiiiiiiiiee e F76
Self-INSUraNCe FUNG ... ..o e e e e e e e F80
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City of Minneapolis
2014 Budget

Five-year Financial Direction 2015-2019
(Including detailed information on the City’s General Fund)

Introduction

This plan reflects the City’s ongoing commitment to long-term financial planning. The purpose
of recommending a 2015-2019 financial direction is to provide guidance for departments on
available planned resources in the City’s General Fund.

The financial direction provides detailed projections for property tax supported services: the
City's General Fund, pensions, capital and contributions to the internal service funds,
Convention Center and the Park Board. Of the $522.7 million in the financial direction, $466.3
million is in the City’s General Fund, which is the primary funding source for public safety, street
paving, snow plowing and other general government services.

General Fund

The General Fund is the general operating fund of the City. Combined, the two largest
revenues (state aids and property tax) have historically accounted for approximately 60-70% of
total financial resources for the General Fund. The top four sources of revenue account for
more than 70% of the General Fund’s annual financial resources.

Historical Financial Performance

The results of the General Fund’s annual operations at the end of the year reflect the fund’s
“fund balance,” or the amount of available, spendable resources contained within the fund. The
balance provides the City a reserve to cushion adverse economic shocks and to meet a portion
of the City’'s cash flow needs. The City's policy is to maintain a minimum unrestricted fund
balance of 17% of the following year’'s budgeted expenditures amount to be used for cash flow
purposes, unanticipated expenditures of a non-recurring nature, and to meet unexpected
increases in service delivery costs or unexpected revenue shortfalls.

The General Fund began 2013 with a fund balance of $85.5 million. The 2013 year-end fund
balance in the General Fund as of the third quarter is expected to be $98.4 million, which is
above the stated fund balance requirement of 17% of the following year’s revenue budget.

Fund Balance
(in millions of dollars)
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2014 General Fund Revenue Budget

The 2014 adopted budget includes a total
of $466.3 million of revenues for services
incorporated in the financial direction,
including $2.3 million in transfers from other
funds and $24.6 million in fund balance.
Budgeted revenues are expected to
increase by 22% over than the 2013 budget
from a combination of LGA, local sales
taxes being recognized in the General Fund
previously attributed to the Convention
Center Fund, and other revenues
associated with economic growth.

Budgeted Revenue by Source

y CHARGES FOR SERVICES

CHARGES FOR SALES
b 9.43%

0.01% . /
TRAMSFERS IN__ -
0.500

__—CONTRIBUTIONS 0.18%

_— FINES & FORFEITS 1,69%
STATE GOVERNMENT _—
17.32%

— FRANCHISE FEES

SPECIALASSESSMENTS
0.70% ———__ INTEREST 0.34%
T LICENSE & PERMITS
7.80%
SALES AND OTHER TAXES _——
JERNMENT
15.49% _LDCP\LGOI\‘I: NMEN
S USEOF FUND BALANCE
5.27%

e > “_OTHER MISC R.FUFNI.'I"‘

PROPERTY TAKES —
34.21%

% Chg from 2013 Adopted 2014 Adopted

Revenue Source 2012 Actual 2013 Adopted 2014 Adopted 2013 Adopted % of Total % of Total

Property Tax 181.5 170.9 159.5 -6.7% 44.7% 34.2%
Sales Tax 12.9 13.7 72.2 100.0% 3.6% 15.5%
Franchise Fees 26.1 27.4 26.9 -1.8% 7.2% 5.8%
License and Permits 36.1 32.6 36.3 11.6% 8.5% 7.8%
State Government 68.1 69.0 80.8 17.0% 18.0% 17.3%
Charges for Services 445 39.7 44.0 10.7% 10.4% 9.4%
Fines and Forfeits 8.2 8.8 7.9 -10.8% 2.3% 1.7%
Fund Transfers 8.8 13.9 2.3 -83.5% 3.6% 0.5%
Uses of Fund Balance 24.6 0.0% 0.0% 5.3%
Misc. Revenues 6.7 6.5 11.8 82.8% 1.7% 2.5%
Total 392.9 382.6 466.3 21.9% 100.0% 100.0%

State Aids (including Local Government Aid):
The City’s local government aid (LGA) allocation in 2014 is certified at $76 million. This is
based on legislative actions during the 2013 session and reflects an increase of $12 million over

the 2013 allocation.

Franchise fees are paid by various utility companies for use of City rights-of-way. Franchise
fees are a percentage of total utility revenues. The City’s collections vary directly with the
paying utility’s gross revenues. There are three franchise agreements that provide revenue for

the City:

e The franchise agreement with Xcel Energy for electricity requires payment of 5% of gross
revenues for residential service customers, 3% of gross revenues for commercial and
industrial customers, and 5% of gross revenues on small commercial and industrial
customers. The residential rate drops to 4.5% of gross revenues beginning in January
2014. This franchise agreement expires on December 31, 2014. For 2014, the City is
anticipating $17 million in revenues from this franchise agreement.

e The franchise agreement with Center Point Energy/Minnegasco requires payment of 4.25%
of gross revenues for residential buildings with four units or less, 5% for small
commercial/industrial or interruptible customers, and 3% for large-volume interruptible
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customers. This franchise agreement expires on December 31, 2015. For 2014, the City is
anticipating $6.5 million in revenues from this franchise agreement.

e The City anticipates $3.4 million in revenue from the cable franchise in 2014:
The 2014 budget anticipates the total franchise fee revenue to be $26.9 million.

Licenses and Permits: issued by the City for a wide variety of regulated activities. Building
permits and business licenses are a major component of this revenue category. The 2014
budget anticipates an 11.6% increase in licenses and permit revenue.

Fines and Forfeiture: (traffic fines, administrative citations, and forfeitures related to certain
state and federal crimes) Citywide collections from are anticipated to decline by 10.8% in 2014,
continuing a recent trend.

2014 General Fund Expenditure Budget
The 2014 recommended budget for services included in the financial direction is $522.7 million,
which includes $67.4 million in transfers to other funds.

Approximately 58% of the overall expenditure budget is related to personnel costs.

In the General Fund, salary and wage expenditures increased from $175.6 million in 2013 to $191.1
million in 2014. The salary and wages expense category also includes overtime costs,
contractually-obligated payments, and one-time funding.

The General Fund provides funding in some shape or form for most City functions. A

breakdown of the allocation of the $522.7 million in the 2014 General Fund budget is reflected in
the chart
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Mayor 0.32%

Neighborhood & Public Works 10.25%
Community Relations
0.20%
Internal Audit Regulatory Services 3.02%
Intergovernmental 0.09%
Relations 0.31%
General Fund

Commitments

Human
Health and Family Resources 1.34% 25.56%
1.42%
Finance 4.18%
Community Planning & Contingency 0.77%
Econ Develop (CPED)
5.76%
Communications
Civil Rights 0.55%. 0.42%
Emergency Management
0.14%
911 1.56%
3110.68%
City Coordinator
Administration 0.42%
City Clerk/Elections IT0.14%
0.73% Police 27.41%

Fire 11.29%

City Council 0.90%
Attorney 1.66%

Assessor O.SQ%J

*General Fund Commitments include: transfers to the internal service funds, pension obligations, payment to
Hennepin County related to the library system, Capital Improvement projects, debt service, and other miscellaneous
transfers.

Five-Year Financial Direction

There is a tax policy of -1% in 2014, 2% in 2015, 2.5% in 2016, and 3.0% in 2017 through 2018.
These percentages reflect statutorily-required costs and provide for a current service level cost
escalator for departments.

The 2014 budget is the basis for future projections: In other words, what is included in the 2014

budget is the starting place for the 2015-2019 department budget estimates. One-time 2014
supplemental items are removed from department budgets in 2015 and beyond.
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The financial direction from 2015 to 2019 contains updates to departmental resources: The
financial direction includes the most updated assumptions about contract settlements and other
commitments. As well as projected changes in revenue.

Salary Assumption -- The City adopted a compensation philosophy during 2007. The
philosophy does not specify a salary policy. It is anticipated that salary settlements will vary
within and between bargaining units. Assumptions are updated annually as contracts are
settled.

Capital and Debt Service (including pensions)

As part of last year’'s budget and in response to critical infrastructure needs and reduced
support from the State of Minnesota, the amount of property tax supported resources for capital
improvements was expanded from the previous five-year plan. For 2014 and future years, the
intent is to sustain this higher level of property tax supported (net debt bond) funding to continue
the increased infrastructure acceleration program. There is a large backlog of infrastructure
needs that still must be addressed and the current emphasis for these funds is primarily on
improving street paving and water infrastructure.

The Net Debt Bond (NDB) program is paid for with property tax collections. The five-year
financial direction for the bond redemption levy includes increases in 2014 and more significant
increases in 2015 and beyond for capital improvements. These increases are possible due to
improvements in the internal service fund financial plans which reduce the demand for property
tax resources as well as growth in non-property tax revenues.

Internal Service Fund obligations. The 2008 adopted long-term financial plans began
accelerating the General Fund’s contribution to the adopted workout plans for the internal
service funds to create capacity to hold down out-year property tax levy increases. Over the last
few years the General Fund has accelerated the workout plan schedule to move forward the full
completion date from 2019 to 2014.
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In addition, as one-time resources have become available, the elected officials have prioritized
the avoidance and pay down of debt. The following table highlights these important decisions:
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Funding for pension liabilities. The property tax levy required to support closed pension fund-
related obligations is $27.3 million in 2014 and will remain near that level through 2031. The
five-year financial direction includes obligations for three closed pension funds that have since
been merged into the statewide retirement system, the Public Employees Retirement
Association (PERA) of Minnesota. The former closed funds that were merged are the
Minneapolis Police Relief Association (MPRA), the Minneapolis Firefighters’ Relief Association
(MFRA), and the Minneapolis Employees Retirement Fund (MERF). All three funds are
administered by PERA. The City has ongoing obligations funded from within departmental
budgets to PERA to support current employees’ retirement plans.

Change in Contingency for Adverse Circumstances

Contingency exists for adverse circumstances. Examples of adverse circumstances the City
has encountered include winter seasons with heavy snowfall, reductions in LGA, unemployment
costs and increased pension obligations.

What other pressures does the City face in future planning efforts?
The City faces several pressures for which a policy decision has yet to be reached:

» Property taxes: Future projections plan on property tax increases to support future services.
Reducing the growth in property taxes in the face of declining LGA and other factors will
require more department reductions.

» Park Board: Like other participants in the City’s capital funding pool, the Park Board faces
significant capital pressures to maintain the facilities it operates.

» Performance Information: As the City continues to gain experience with using results
information for performance discussions, it will need to undertake benchmark development
in using this information for financial decision making.

» Department Increases: The City will continue to see issues related to the ability to keep up
with enterprise demands while subject to increased costs.

» Aging Facilities and Infrastructure: The City is responsible for facilities and infrastructure that
is not contemplated in its existing capital processes. As these facilities need major repairs
and maintenance, there will be a need to recognize large out-year commitments to fund
these projects.

Assumptions for 2014-2019

« The tax policy for 2014-2019 is as follows: -1% in 2014; 2% in 2015; 2.5% in 2016, 3.0% in
2017, 2018 and 2019. These percentages reflect statutorily-required costs and provide for
the following current service level cost escalator for departments.

« Out-year projections will be adjusted over time as new information becomes available.

. Contingency increased to provide cushion for uncertainty related to seasonal and economic
conditions.

« Health increases are assumed at 10% in 2014; 12% thereafter.

« Revenues in the General Fund are NOT assumed to increase, except for licenses and
permits and local taxes which are anticipated to increase by 3.0% annually, the cost
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allocation model for internal City departments, and the government service fee, include cost
escalators.

« Full funding of internal service fund debts are included.

. Local tax revenue is no longer treated as a transfer into the General Fund. It is recorded as
direct revenue into the General Fund.
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City of Minneapolis - Fin

2014 Property Tax Supported Budgets

Allocated R for Pr tation Purposes 7hese
revenues are receipted at the Fund Level, but have
been allocated to departments in this table for
presentation purposes ONLY.
DirectR Total
(USED BY the Revenues
L Other General Focal Property Tax
General Fund Agg;:e d City Revenues Govi'ir(l’ment Revenue
General Fund Commitments
Internal Service Funds Financial Plans 15.966 0.000 0.000 0.000 15.966 15.966
Transfer to the Park Board ( Trees ) 0.200 0.000 0.000 0.000 0.200 0.200
Capital Asset Replacement System ( CARS) 6.884 0.000 6.884 0.000 0.000 6.884
Transfers to IT for WiFl from Gen Fd Depts 0.505 0.000 0.000 0.000 0.505 0.505
Post Election Transition Costs Mayor & Council 0.200 0.000 0.000 0.000 0.200 0.200
Graffiti Removal 0.820 0.000 0.000 0.000 0.820 0.820
Transfer to the Convention Center 46.593 0.000 46.593 0.000 0.000 46.593
Payment to County for Library System 3.238 0.000 0.000 3.238 0.000 3.238
Transfers for City Hall rent (non GFd ) 0.731 0.000 0.000 0.000 0.731 0.731
Transfer to Fund 4100 Per t Improve t 0.500 0.000 0.000 0.000 0.500 0.500
Transfer to P: Manag t Plan 1.500 0.000 0.000 0.000 1.500 1.500
Total General Fund Commitments 77.137 0.000 53.477 3.238 20.422 77.137
General Fund Departments
Police 143.293 10.557 47.500 27.520 57.717 143.293
Fire 59.016 2131 20.841 11.835 24.209 59.016
Subtotal for Police & Fire 202.309 12.688 68.341 39.354 81.926 202.309
Assessor 4.629 0.063 1.631 0.966 1.968 4.629
Attorney 8.675 0.020 3.005 1.779 3.872 8.675
IT 0.725 0.000 0.259 0.1563 0.313 0.725
City Council 4.730 0.105 1.579 0.935 2111 4.730
City Clerk/Elections 3.812 0.000 1172 0.694 1.946 3.812
City Coordinator Administration 2.190 0.000 0.941 0.424 0.825 2.190
311 3.540 0.000 1.313 0.733 1.494 3.540
911 8.132 0.000 2.798 1.657 3.676 8.132
Emergency Management 0.717 0.000 0.261 0.150 0.306 0.717
Civil Rights 2.880 0.000 1.008 0.584 1.288 2.880
Communications 2.190 1.955 0.131 0.000 0.104 2.190
C ity Planning & Econ Develop (CPED) 30.112 29.046 0.000 0.000 1.066 30.112
Contingency 4.000 0.000 0.000 0.000 4.000 4.000
Finance 21.877 0.000 7.926 4.450 9.501 21.877
Health and Family 7.403 2.481 1.748 1.035 2.139 7.403
Human Resources 6.986 0.000 2.478 1.468 3.040 6.986
Intergovernmental Relations 1.633 0.000 0.528 0.313 0.792 1.633
Internal Audit 0.491 0.000 0.167 0.099 0.226 0.491
Mayor 1.696 0.000 0.559 0.331 0.806 1.696
Neighborhood & Community Relations 1.039 0.000 0.373 0.221 0.446 1.039
Public Works 53.608 16.478 13.396 7.932 15.802 53.608
Regulatory Services 156.784 12.993 1.052 0.556 1.182 15.784
Subtotal for all other departments 186.849 63.141 42.326 24.479 56.902 186.849
Total General Fund Departments 389.158 75.829 110.667 63.834 138.828 389.158
Total General Fund 466.295 75.829 164.144 67.072 159.250 466.295
Other Property Tax-Supported Commitments

Capital - Per t Improve t 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 28.714 0.000 0.000 0.000 28.714 28.714
Pensi - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 56.458 0.000 0.000 0.000 56.458 56.458
IataLinopsHty Tax Supported Commitments 522.753 | g 75.829 164.144 | 67.072 | 215.708 522,153
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2015 Property Tax Supported Budgets

City of Minneapolis - Fina

for Pr Purposes These
revenues are receipted at the Fund Level, but have
been allocated to departments in this table for
presentation purposes ONLY.
DirectR Total
(USED BY the Revenues
Recommended SRl Other General Eooal Property Tax
General Fund Funding City Revenues GoveArirLrnent Revenue
General Fund Commitments
Capital Asset Replacement System ( CARS) 5.000 0.000 5.000 0.000 5.000
Transfers to BIS for WiFl from Gen Fd Depts 0.512 0.000 0.512 0.512
Graffiti Removal 0.825 0.000 0.825 0.825
Transfer to Arena Reserve 3.700 0.000 3.700 0.000 3.700
Transfer to the Convention Center 52.180 0.000 52.180 0.000 52.180
Payment to County for Library System 2.363 0.000 2.363 0.000 2.363
Transfers for City Hall rent { non GFd ) 0.819 0.000 0.000 0.000 0.819 0.819
Property tax stabilization account 1.471 0.000 1.471 1.471
Transfer to Pension Management Plan 1.500 0.000 1.500 1.500
Total General Fund Commitments 68.370 0.000 60.880 2.363 5.127 68.370
General Fund Departments
Police 144.014 11.057 42.402 28.026 62.529 144.014
Fire 58.973 21431 18.273 12.077 26.492 58.973
Subtotal for Police & Fire 202.987 13.188 60.675 40.103 89.021 202.987
Assessor 4.793 0.063 1.523 1.007 2.200 4.793
Attorney 8.788 0.020 2.736 1.808 4.224 8.788
IT 0.000 0.000 0.000 0.000 0.000 0.000
City Council 4.916 0.000 1.509 0.997 2.410 4.916
City Clerk/Elections 3.895 0.105 1.032 0.682 2.076 3.895
City Coordinator Administration 1.986 0.000 0.610 0.403 0.973 1.986
311 3.606 0.000 1.161 0.768 1.677 3.606
911 8.457 0.000 2.617 1.730 4.110 8.457
Emergency Management 0.734 0.000 0.236 0.156 0.341 0.734
Civil Rights 2.963 0.000 0.919 0.607 1.437 2,963
Communications 2,135 2.021 0.000 0.000 0.115 2.135
[o] ity Planning & Econ Develop (CPED) 30.836 29.708 0.000 0.000 1.128 30.836
Contingency 4.000 0.000 0.000 0.000 4.000 4.000
Convention Center 0.000 0.000 0.000 0.000 0.000 0.000
Finance 22.329 0.000 7.027 4.644 10.659 22.329
Health and Family 7.125 2.412 1.518 1.003 2.192 7.125
Human Resources 7.041 0.000 2.268 1.499 3.275 7.041
Intergovernmental Relations 1.583 0.000 0.490 0.324 0.769 1.583
Internal Audit 0.511 0.000 0.156 0.103 0.252 0.511
Mayor 1.764 0.000 0.521 0.345 0.898 1.764
Neighborhood & Community Relations 1.043 0.000 0.336 0.222 0.485 1.043
Public Works 52,860 16.478 11.668 7.712 17.001 52.860
Regulatory Services 16.179 13.383 0.901 0.595 1.301 16.179
Subtotal for all other departments 187.544 64.189 37.228 24.606 61.520 187.544
Total General Fund Departments 390.531 77.377 97.903 64.709 150.542 390.532
Total General Fund 458.901 77.377 158.783 67.072 155.669 458.902
Other Property Tax-Supported Commitments
Capital - Per t Improv t 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 36.064 0.000 0.000 0.000 36.064 36.064
Pensions - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 63.808 0.000 0.000 0.000 63.808 63.808
yFiRl Pegpeity Tax Supported C t 522.709 | 40 77.377 158.783 | 67.072 | 219.476 522.309 4
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City of Minneapolis - Find

2016 Property Tax Supported Budgets

for Pr Purposes These

revenues are receipted at the Fund Level, but have
been allocated to departments in this table for

presentation purposes ONLY.

DirectR
(USED BY the Rovora
Recommended CLERITLT Other General Local Property Tax
General Fund Funding City Revenues Gove‘:'ir:iment Revenue
General Fund Commitments
Capital Asset Replacement System ( CARS) 5.000 0.000 5.000 0.000 5.000
Transfers to BIS for WiFl from Gen Fd Depts 0.489 0.000 0.489 0.489
Post Election Transition Costs Mayor & Council 0.000 0.000 0.000 0.000
Graffiti Removal 0.825 0.000 0.825 0.825
Transfer to Arena Reserve 3.700 0.000 3.700 0.000 3.700
Transfer to the Convention Center 54.083 0.000 54.083 0.000 54.083
Payment to County for Library System 1.560 0.000 1.560 0.000 1.560
Transfers for City Hall rent (non GFd ) 0.847 0.000 0.000 0.000 0.847 0.847
Transfer to P« Manag t Plan 1.500 0.000 1.500 1.500
Total General Fund Commitments 68.004 0.000 62.783 1.560 3.661 68.004
General Fund Departments

Police 148.915 11.057 44.750 28.339 64.770 148.916
Fire 60.971 2131 19.252 12.192 27.397 60.972
Subtotal for Police & Fire 209.886 13.188 64.002 40.531 92.167 209.888
Assessor 4.967 0.063 1.607 1.018 2.279 4.967
Attorney 9.098 0.020 2.883 1.826 4.368 9.098
IT 0.000 0.000 0.000 0.000 0.000 0.000
City Council 5.096 0.000 1.593 1.009 2.495 5.096
City Clerk/Elections 4.031 0.105 1.089 0.689 2.148 4.031
City Coordinator Ad tration 2.049 0.000 0.641 0.406 1.003 2.049
311 3.757 0.000 1.231 0.780 1.746 3.757
911 8.783 0.000 2.767 1.752 4.264 8.783
Emergency Management 0.759 0.000 0.249 0.158 0.353 0.759
Civil Rights 3.069 0.000 0.969 0.614 1.486 3.069
Communications 2.209 2.090 0.000 0.000 0.119 2.209
Community Planning & Econ Develop (CPED) 31.862 30.730 0.000 0.000 1.132 31.862
Contingency 4.050 0.000 0.000 0.000 4.050 4.050
Convention Center 0.000 0.000 0.000 0.000 0.000 0.000
Finance 23.182 0.000 7.425 4.702 11.054 23.182
Health and Family 7.380 2.484 1.605 1.016 2.275 7.380
Human Resources 7.278 0.000 2.386 1.511 3.382 7.278
Intergovernmental Relations 1.632 0.000 0.514 0.326 0.792 1.632
Internal Audit 0.530 0.000 0.164 0.104 0.261 0.530
Mayor 1.826 0.000 0.549 0.348 0.928 1.826
Neighborhood & Community Relations 1.078 0.000 0.353 0.224 0.501 1.078
Public Works 54.560 16.478 12.432 7.873 17.778 54.561
Regulatory Services 16.776 13.784 0.981 0.621 1.390 16.776
Subtotal for all other departments 193.971 65.755 39.439 24.976 63.804 193.972
Total General Fund Departments 403.857 78.943 103.441 65.507 155.970 403.861
Total General Fund 471.862 78.943 166.224 67.067 159.631 471.865

Other Property Tax-Supported Commitments
Capital - Per t Improv 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 37.044 0.000 0.000 0.000 37.044 37.044
Pensi - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 64.788 0.000 0.000 0.000 64.788 64.788
|hetal Rrppedty Tax Supported Commitments 536.649 | £414 78.943 166.224 | 67.067 | 224.419 536.653
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City of Minneapolis - Final

2017 Property Tax Supported Budgets

Allocated R for Pr Purposes These
revenues are receipted at the Fund Level, but have
been allocated to departments in this table for
Direct presentation purposes ONLY.
Revenue Total
(USED BY the Local Revenues
Recommended | department) | oiper General Property Tax
General Fund Funding City Revenues Gove‘:'ir:iment R:v:lyue
General Fund Commitments
Capital Asset Replacement System ( CARS) 5.000 0.000 5.000 0.000 5.000
Transfers to BIS for WiFl from Gen Fd Depts 0.469 0.000 0.469 0.469
Post Election Transition Costs Mayor & Council 0.221 0.000 0.221 0.221
Graffiti Removal 0.825 0.000 0.825 0.825
Transfer to Arena Reserve 3.700 0.000 3.700 0.000 3.700
Transfer to the Convention Center 53.635 0.000 53.635 0.000 53.635
Payment to County for Library System 0.780 0.000 0.780 0.000 0.780
Transfers for City Hall rent ( non GFd ) 0.874 0.000 0.000 0.000 0.874 0.874
Transfer to P Manag t Plan 1.500 0.000 1.500 1.500
Total General Fund Commitments 67.004 0.000 62.335 0.780 3.889 67.004
General Fund Departments
Police 153.756 11.057 46.669 28.656 67.402 153.784
Fire 62.939 2131 20.045 12.308 28.467 62.951
Subtotal for Police & Fire 216.694500 13.188 66.714 40.964 95.869 216.734
Assessor 5.140 0.063 1.677 1.029 2.372 5.141
Attorney 9.403 0.020 3.003 1.844 4.538 9.405
IT 0.000 0.000 0.000 0.000 0.000 0.000
City Council 5.274 0.000 1.660 1.020 2.595 5.275
City Clerk/Elections 4,166 0.105 1.135 0.697 2.230 4,167
City Coordinator Administration 2.112 0.000 0.665 0.408 1.039 2.113
311 3.907 0.000 1.290 0.792 1.825 3.908
911 9.101 0.000 2.889 1.774 4.440 9.102
Emergency Management 0.784 0.000 0.259 0.159 0.366 0.784
Civil Rights 3.174 0.000 1.010 0.620 1.545 3.175
Communications 2.282 2.160 0.000 0.000 0.123 2.282
(o] ity Planning & Econ Develop (CPED) 32.876 31.740 0.000 0.000 1.136 32.876
Contingency 4.200 0.000 0.000 0.000 4.200 4.200
Convention Center 0.000 0.000 0.000 0.000 0.000 0.000
Finance 24.026 0.000 7.754 4.761 11.515 24.031
Health and Family 7.504 2.559 1.633 1.003 2.310 7.505
Human Resources 7.516 0.000 2.482 1.524 3.511 7.517
Intergovernmental Relations 1.681 0.000 0.534 0.328 0.820 1.682
Internal Audit 0.547 0.000 0.171 0.105 0.271 0.547
Mayor 1.887 0.000 0.572 0.351 0.964 1.887
Neighborhood & Community Relations 1.112 0.000 0.367 0.226 0.520 1.112
Public Works 56.264 16.478 13.086 8.035 18.673 56.272
Regulatory Services 17.364 14.198 1.046 0.642 1.479 17.365
Subtotal for all other departments 200.321 67.323 41.233 25.318 66.472 200.345
Total General Fund Departments 417.015 80.511 107.946 66.282 162.341 417.080
Total General Fund 484.019 80.511 170.281 67.062 166.230 484.084
Other Property Tax-Supported Commitments

Capital - Per t Improv t 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 37.044 0.000 0.000 0.000 37.044 37.044
Pensi - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 64.788 0.000 0.000 0.000 64.788 64.788
’I&Q!My Tax Supported C it t: 548.807 | 4o 80.511 170.281 [ 67.062 [ 231.018 548.842
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City of Minneapolis - Find

2018 Property Tax Supported Budgets

for Pr Purposes These

revenues are receipted at the Fund Level, but have
been allocated to departments in this table for

presentation purposes ONLY.

DirectR
(USED BY the Rovora
Recommended CLERITLT Other General Local Property Tax
General Fund Funding City Revenues Gove‘:'ir:iment Revenue
General Fund Commitments
Capital Asset Replacement System ( CARS) 5.000 0.000 5.000 0.000 5.000
Transfers to BIS for WiFl from Gen Fd Depts 0.199 0.000 0.199 0.199
Post Election Transition Costs Mayor & Council 0.400 0.000 0.400 0.400
Graffiti Removal 0.825 0.000 0.825 0.825
Transfer to Arena Reserve 3.700 0.000 3.700 0.000 3.700
Transfer to the Convention Center 55.244 0.000 55.244 0.000 55.244
Payment to County for Library System 0.000 0.000 0.000 0.000 0.000
Transfers for City Hall rent (non GFd ) 0.903 0.000 0.000 0.000 0.903 0.903
Transfer to P« Manag t Plan 1.500 0.000 1.500 1.500
Total General Fund Commitments 67.771 0.000 63.944 0.000 3.827 67.771
General Fund Departments

Police 158.858 11.057 48.674 28.961 70.169 158.861
Fire 65.014 2131 20.873 12.419 29.593 65.015
Subtotal for Police & Fire 223.872 13.188 69.547 41.380 99.762 223.877
Assessor 5.322 0.063 1.749 1.041 2.470 5.322
Attorney 9.726 0.020 3.128 1.861 4.718 9.726
IT 0.000 0.000 0.000 0.000 0.000 0.000
City Council 5.461 0.000 1.732 1.030 2.699 5.461
City Clerk/Elections 4.308 0.105 1.183 0.704 2.316 4.308
City Coordinator Ad tration 2.178 0.000 0.691 0.411 1.077 2.178
311 4.065 0.000 1.352 0.804 1.909 4.065
911 9.439 0.000 3.017 1.795 4.627 9.439
Emergency Management 0.810 0.000 0.269 0.160 0.380 0.810
Civil Rights 3.285 0.000 1.052 0.626 1.607 3.285
Communications 2.359 2.232 0.000 0.000 0.127 2.359
Community Planning & Econ Develop (CPED) 33.947 32.806 0.000 0.000 1.141 33.947
Contingency 4.400 0.000 0.000 0.000 4.400 4.400
Convention Center 0.000 0.000 0.000 0.000 0.000 0.000
Finance 24.919 0.000 8.099 4.819 12.002 24.919
Health and Family 7.766 2.636 1.706 1.015 2.409 7.766
Human Resources 7.765 0.000 2.582 1.536 3.647 7.765
Intergovernmental Relations 1.733 0.000 0.554 0.330 0.849 1.733
Internal Audit 0.566 0.000 0.178 0.106 0.282 0.566
Mayor 1.952 0.000 0.596 0.355 1.001 1.952
Neighborhood & Community Relations 1.148 0.000 0.382 0.227 0.539 1.148
Public Works 58.046 16.478 13.767 8.192 19.610 58.047
Regulatory Services 17.987 14.624 1.118 0.665 1.579 17.987
Subtotal for all other departments 207.181 68.964 43.155 25.677 69.388 207.184
Total General Fund Departments 431.053 82.152 112.702 67.057 169.149 431.061
Total General Fund 498.824 82.152 176.646 67.057 172.976 498.832

Other Property Tax-Supported Commitments
Capital - Per t Improv 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 37.044 0.000 0.000 0.000 37.044 37.044
Pensi - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 64.788 0.000 0.000 0.000 64.788 64.788
|hetal Rrppedty Tax Supported Commitments 563.612 | F12 82.152 176.646 | 67.057 | 237.764 563.679
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2019 Property Tax Supported Budgets

City of Minneapolis - Financial Plans

Allocated for Pr Purposes These
revenues are receipted at the Fund Level, but have
been allocated to departments in this table for
presentation purposes ONLY.
DirectR Total
(USED BY the Revenues
Recommended PRI Other General Local Property Tax
General Fund Funding City Revenues Govei{ir:iment Revenue
General Fund Commitments
Capital Asset Replacement System (CARS) 5.000 0.000 5.000 0.000 5.000
Transfers to BIS for WiFl from Gen Fd Depts 0.000 0.000 0.000 0.000
Post Election Transition Costs Mayor & Council 0.000 0.000 0.000 0.000
Graffiti Removal 0.825 0.000 0.825 0.825
Transfer to Arena Reserve 3.700 0.000 3.700 0.000 3.700
Transfer to the Convention Center 56.901 0.000 56.901 0.000 56.901
Payment to County for Library System 0.000 0.000 0.000 0.000 0.000
Transfers for City Hall rent ( non GFd ) 0.933 0.000 0.000 0.000 0.933 0.933
Transfer to Pension Management Plan 1.500 0.000 1.500 1.500
Total General Fund Commitments 68.859 0.000 65.601 0.000 3.258 68.859
General Fund Departments

Police 164.242 11.057 51.424 28.928 72.835 164.244
Fire 67.206 2.131 22.018 12.386 30.672 67.206
Subtotal for Police & Fire 231.448 13.188 73.442 41.313 103.507 231.450
Assessor 5.515 0.063 1.848 1.040 2.564 5.515
Attorney 10.067 0.020 3.300 1.856 4.890 10.067
IT 0.000 0.000 0.000 0.000 0.000 0.000
City Council 5.660 0.000 1.830 1.029 2.801 5.660
City Clerk/Elections 4.457 0.105 1.249 0.703 2.400 4.457
City Coordinator Administration 2.248 0.000 0.726 0.409 1.113 2.248
31 4.234 0.000 1.435 0.807 1.991 4.234
911 9.799 0.000 3.194 1.796 4.809 9.799
Emergency Management 0.837 0.000 0.284 0.160 0.394 0.837
Civil Rights 3.402 0.000 1.111 0.625 1.666 3.402
Communications 2.440 2.309 0.000 0.000 0.131 2.440
Community Planning & Econ Develop (CPED) 35.078 33.932 0.000 0.000 1.145 35.078
Contingency 4.500 0.000 0.000 0.000 4.500 4.500
Convention Center 0.000 0.000 0.000 0.000 0.000 0.000
Finance 25.863 0.000 8.569 4.821 12.474 25.864
Health and Family 8.042 2.715 1.806 1.016 2.506 8.042
Human Resources 8.027 0.000 2.721 1.630 3.775 8.027
Intergovernmental Relations 1.787 0.000 0.582 0.327 0.877 1.787
Internal Audit 0.586 0.000 0.188 0.106 0.292 0.586
Mayor 2.021 0.000 0.629 0.354 1.038 2.021
Neighborhood & Community Relations 1.187 0.000 0.402 0.226 0.558 1.187
Public Works 59.909 16.478 14.663 8.249 20.519 59.909
Regulatory Services 18.645 15.063 1.214 0.683 1.685 18.645
Subtotal for all other departments 214.302 70.685 45.752 25.737 72.130 214.303
Total General Fund Departments 445.749 83.873 119.193 67.050 175.637 445.753
Total General Fund 514.608 83.873 184.794 67.050 178.895 514.612

Other Property Tax-Supported Commitments
Capital - Permanent Improvement 0.980 0.000 0.000 0.000 0.980 0.980
Debt Service 38.024 0.000 0.000 0.000 38.024 38.024
Pensi - Direct Levies MPRA, MFRA, MERF 26.764 0.000 0.000 0.000 26.764 26.764
Subtotal Other Prop Tax Spt 65.768 0.000 0.000 0.000 65.768 65.768
Total Property Tax Supported Commitments 580.376 -1 83.873 184.794 | 67.050 | 244.662 580.38(1)
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Five-Year Summary of Property Tax Supported Budgets

5-Year Avg Annual %
2014 Projected 2019 Expense % Change Change over 5-
Expense Change in over 5-yr period .
Spending yr period
General Fund Commitments
Internal Service Funds Financial Plans 15.966 (15.966) 0.000 -100.0% -20.0%
Transfer to the Park Board ( Trees ) 0.200 (0.200) 0.000 -100.0% -20.0%
Capital Asset Replacement System ( CARS) 6.884 (1.884) 5.000 -27.4% -5.5%
Transfers to IT for WiFl from Gen Fd Depts 0.505 (0.505) 0.000 -100.0% -20.0%
Post Election Transition Costs Mayor & Council 0.200 (0.200) 0.000 -100.0% -20.0%
Graffiti Removal 0.820 0.005 0.825 0.6% 0.1%
Transfer to Arena Reserve 0.000 3.700 3.700 0.0% 0.0%
Transfer to the Convention Center 46.593 10.308 56.901 22.1% 4.4%
Payment to County for Library System 3.238 (3.238) 0.000 -100.0% -20.0%
Transfers for City Hall rent ( non GFd ) 0.731 0.202 0.933 27.6% 5.5%
Transfer to Fund 4100 Permanent Improvement 0.500 (0.500) 0.000 -100.0% -20.0%
Transfer to Pension Management Plan 1.500 0.000 1.500 0.0% 0.0%
Total General Fund Commitments 77.137 (8.278) 68.859 -10.7% -21%
General Fund Departments
Police 143.293 20.949 164.242 14.6% 2.9%
Fire 59.016 8.190 67.206 13.9% 2.8%
Subtotal for Police & Fire 202.309 29.139 231.448 14.4% 2.9%
Assessor 4.629 0.886 5.515 19.1% 3.8%
Attorney 8.675 1.391 10.067 16.0% 3.2%
IT 0.725 (0.725) 0.000 -100.0% -20.0%
City Council 4.730 0.931 5.660 19.7% 3.9%
City Clerk/Elections 3.812 0.645 4.457 16.9% 3.4%
City Coordinator Administration 2.190 0.058 2.248 2.6% 0.5%
311 3.540 0.693 4.234 19.6% 3.9%
911 8.132 1.667 9.799 20.5% 4.1%
Emergency Management 0.717 0.119 0.837 16.6% 3.3%
Civil Rights 2.880 0.522 3.402 18.1% 3.6%
Communications 2.190 0.250 2.440 11.4% 2.3%
Community Planning & Econ Develop (CPED) 30.112 4.966 35.078 16.5% 3.3%
Contingency 4.000 0.500 4.500 12.5% 2.5%
Finance 21.877 (21.877) 0.000 0.0% 0.0%
Health and Family 7.403 18.461 25.863 249.4% 49.9%
Human Resources 6.986 1.056 8.042 156.1% 3.0%
Intergovernmental Relations 1.633 6.394 8.027 391.5% 78.3%
Internal Audit 0.491 1.295 1.787 263.5% 52.7%
Mayor 1.696 (1.110) 0.586 -65.4% -13.1%
Neighborhood & Community Relations 1.039 0.982 2.021 94.5% 18.9%
Public Works 53.608 (52.421) 1.187 -97.8% -19.6%
Regulatory Services 15.784 44.125 59.909 279.6% 55.9%
Subtotal for all other departments 186.849 8.808 195.657 4.7% 0.9%
Total General Fund Departments 389.158 37.947 427.104 9.8% 2.0%
Total General Fund 466.295 29.668 495.963 6.4% 1.3%
Other Property Tax-Supported Commitments
Capital - Permanent Improvement 0.980 0.000 0.980 0.0% 0.0%
Debt Service 28.714 9.310 38.024 32.4% 6.5%
Pensions - Direct Levies MPRA, MFRA, MERF 26.764 0.000 26.764 0.0% 0.0%
Subtotal Other Prop Tax Spt 56.458 9.310 65.768 16.5% 3.3%
Total Property Tax Supported Commitments 522,753 38.978 561.731 7.5% 1.5%
|
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City of Minneapolis
2014 Budget

Ten-Year Projection of Demands on the Property Tax

Background

Longer term financial planning is integral to the City’s budget process. In order to identify and
plan for demands on the property tax levy, the City implemented a ten-year property tax
projection initiative. The ten-year projection was first produced in the spring of 2002 to surface
all the demands on the property tax to which the City had committed. This projection led to the
adoption of the 8% maximum property tax policy in the summer of 2002 by both the City Council
and the Board of Estimate and Taxation. In January 2003, the City Council and Mayor adopted
a five-year financial direction to set resource parameters for department business plans. This
policy was subsequently amended in 2010 to fund shared costs and provide consistent levels of
operating resources for the City and independent boards. Projections now serve as general
guidance for departmental resource planning as the City adopted the Program Budgeting
Process.

Assumptions in the Ten-Year Projection
For details on the financial outlook for the City, please refer to the schedule of projected
demands on the property tax.

e Included in the projections is a property tax stabilization account that will smooth
property tax levy increases and decreases to provide a more stable percent change from
year to year.

General Fund Operations Assumptions

e It is anticipated that salary settlements will vary within and between bargaining units.
Assumptions are updated annually as contracts are settled.

¢ Annual increases in health insurance premiums of 10.0% in 2014, 12% in 2015-2019.

e Non-personnel increases are assumed to be 3.5% each year.

e No increase in departmental and citywide revenue (except for some regulatory services,
CPED and Health revenues which are expected to increase by 3%). Please see the
discussion in the 2015-2019 five-year financial direction, earlier under this same tab, for
more information by department.

o Commitments for the library are included in the general fund. In 2010 and beyond, the
property tax levy for operations are included in the Hennepin County levy.

Capital and Debt Assumptions

¢ In continuing to respond to critical infrastructure needs, the Mayor recommended and
the Council Adopted an expansion of net debt bond resources of $16.35 million for the
2014 — 2018 capital plan over previously approved levels. This expanded funding
restores the five-year allocation from $137.755 million to $154.105 million for the five-
year capital plan. The intent is to sustain this higher level of property tax supported (net
debt bond) funding to continue the infrastructure acceleration program, which otherwise
would have concluded in 2013. This ongoing higher capital infusion will improve all
classes of City infrastructure with a greater emphasis on paving projects, bridges,
pedestrian safety, public safety related projects and economic development projects that
enhance the property tax base. The higher level of net debt bond resources will help to
maintain current infrastructure systems but will still leave a large backlog of infrastructure
needs.
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e The Net Debt Bond (NDB) program is funded with property tax collections. The five-year
financial direction for the bond redemption levy includes increases in 20<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>