Request for City Council Committee Action
From the Finance Department

Date: October 14, 2004
To: Ways and Means/Budget Committee
Referral to " None

Subject: Pension bonding requests.

Recommendations

1. Request for the Board of Estimate & Taxation to act as agent in award of $ 4,740,000 taxable general obligation Minneapolis
Fire Department Relief Association (MFDRA) pension bonds. Authorizing the issuance and sale, providing the form and terms
of the obligations, pledging certain tax revenues; and making certain findings, covenants, and directions relating to such
obligations.

2. Request for the Board of Estimate & Taxation to act as agent in award of $ 24,970,000 taxable general obligation Minneapolis
Police Relief Association (MPRA) pension bonds. Authorizing the issuance and sale, providing the form and terms of the
obligations, pledging certain tax revenues; and making certain findings, covenants, and directions relating to such obligations.

Previous Directives
(Any past Council actions or directions to staff)

Prepared or Submitted by Jack A. Qvale, Sec to the Board of Estimate & Taxation, 673-
2029
Approved by: Patrick Born, City Finance Officer

John Moir, City Coordinator
Presenters in Committee Patrick Born, City Finance Officer

Financial Impact (check those that apply)

No financial impact - or - Action is within current department budget.
(If checked, go directly to Background/Supporting Information)

____Action requires an appropriation increase to the Capital Budget

____Action requires an appropriation increase to the Operating Budget

____Action provides increased revenue for appropriation increase

____Action requires use of contingency or reserves

___X_ other financial impact (Explain): Allows pension bonding to provide bond proceeds to cover
the City’s 2005 costs rather than a $ 30 million tax levy.

___Request provided to the Budget Office when provided to the Committee Coordinator

Community Impact (use any categories that apply)
Neighborhood Notification
City Goals




Comprehensive Plan
Zoning Code
Other

Background/Supporting Information Attached

The determination of the City's minimum obligation from city revenues for 2005 for the
Minneapolis Fire Department Relief Association is $ 4,737,306 and for the Minneapolis
Police Relief Association $ 24,969,509. The Mayor's budget as proposed in August
meets the City's obligation by providing the revenue from the sale of taxable pension
bonds. Based on this the Board of Estimate & Taxation in September when setting the
maximum tax levies provided as requested in the Mayor's budget tax levy capacity in
the General Fund for debt service on the pension bonds to be issued and a zero tax
levy for the specific relief associations above. The bond proceeds should be on hand
by mid December to avoid the relief associations filing a deficiently levy at the County.
The sale is anticipated to occur November 17 with proceeds being received on
December 1. The bond proceeds will be dispersed to the relief associations in the
same proportions and time line as if they were receiving tax levy dollars. Bonding
allows the City to spread the approximate $ 30 million requirement over a greater
number of years. One of the primary drivers of the magnitude of the financial
requirements is the 2010 fully funding date for MPRA. This bonding is a way for the
City to lower its annual tax levy to pensions but extends the duration of financial
commitment though debt service. Legislative change of the 2010 full funding date for
MPRA would be a less costly method to achieve the goal.




