Request for City Council Committee Action
From the Department of Regulatory Services

Date: March 13, 2001

To: CM Joe Biernat, Chair of Public Safety and Regulatory Services Committee
Referred to: CM Barbara Johnson, Chair of Ways and Means

Subject: Adjustment of license fees a) to account for increases in City regulatory
expenses since the end of 1997 and to incorporate a 2% technology surcharge,
b) to consider an ordinance requiring annual review of license fee adjustments
for inflation prior to the budget process.

Recommendation:

1. That action be taken to increase license fees to account for inflationary increases
since the end of 1997 as well as a 2% surcharge for technology.

2. That an ordinance be adopted that would require annual adjustment of license fees
based on inflationary changes as evidenced by appropriate economic indicators.

Previous Directives: i

The action proposed was a Decision Package which was adopted for this budget year.

Prepared or Submitted by: Clara Schmit-Gonzalez, Deputy Director
Licenses and Consumer Services 673-3851 and
Inspectors Ken Ziegler, Linda Roberts, Phil Schiiesman, and
Jo Miller.

Approved by: WW

-,
JamegMoncur, Diléctor I
Licenses and Consumer Services

Presenters in Committee: Clara Schmit-Gonzalez, Deputy Director
Licenses and Consumer Services
Jacob Cherucheril, Finance Manager
Inspectors Linda Roberts, Phil Scliesman, Jo Miller.

Financial Im pact {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 {o the Capital Budget
Action requires an appropriation increase o the Operating Budget
Action provides increased revenue for appropriation increase
Action requires use of contingency or reserves

——
t—
P —




_X__ Other financial impact (Explain): $211,000 in increased revenue is in the current budget

brojections. This was a conservative estimate and does not cover all of the inflationary increase. Any
revenue beyond this should be counted as new revenue.

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

Community Impact (use any categories that apply)

Neighborhood Notification

City Goals C. Develop a long-term sustainable financial strategy.
Comprehensive Plan

Zoning Code

Other

Background/Supporting Information Attached
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March 12, 2001

CM Joe Biernat, Chair CM Barbara Johnson,
Chair

Public Safety and Regulatory Ways and Means

Services ‘ '

307 City Hall 307 City Hall

Minneapolis, MN 55415 ‘ . Minneapolis, MN 55415

Council Members Biernat and Johnson:

Attached you will find documentation on the investigation and review of
inflationary increases in the City’s costs of business regulation. We did an
extensive review as we have in the past and worked with the Finance Department
to ensure that we referenced the appropriate indexes.

The last time inflationary pressures were taken into account in license fee
generally was in March of 1998. The figures used were from the last quarter of
1997. Therefore, we looked at inflationary changes since that time. What we find is
that the Consumer Price Index in the Twin Cities area has gone up 21.1 %. An
index that is generally taken to be more closely related to government costs is the
Implicit Price Deflator. The State and Local Implicit Price Deflator rose 11.8 %.
This is the index that most past inflationary increases have been based upon. We
also referenced the Government Purchases Index which is used by the State
government to set property tax levies. This number for State and Local government
showed an 11.7% increase over this time with a specific cost, labor showing an
increase of 14.2%.

City general fund expenditures over this time period rose 20.7%, with the
specific license regulation costs centers increasing expenditures by 13.5%.

The basic premise of this presentation is that no matter how efficient
government becomes, some cost increases such as fuel, utilities, labor and vehicle
costs are unavoidable. We ask the committee to take action to redress this
difference over the time frame specified and to consider enacting an ordinance that
would adjust license fees annually based on the appropriate inflationary indexes.

With respect to the appropriate amount of increase at this time, we seem to
see a variation from a low of 11.8% for the State and Local Government Implicit
Price Deflator to the Twin Cities Consumer Price Index of 21.1% for a high. Most




government related indicators would show slightly more than an 11% increase for
inflation. Part of last year’s budget determinations also related to covering
technology costs. The Regulatory Services Decision package which was
incorporated into one fee adjustment decision package called for a 2% technology
surcharge. Based on these numbers, if all of the gap between costs and revenues
were to be covered, approximately a 13% increase would be needed.

Sometimes, in the past the Council has not made adjustments for the full
amount of the difference between revenues and inflation changes. In 1998, the
Implicit Price Deflator for State and Local Governments showed a 16.8% change.
The Council chose to increase general license categories by 10% and to increase
liquor license fees by 5%. The exact amount of increase to be made is a policy
decision, however, I would note that under the City’s goal of, “Provide Strong
Leadership and Management”, section “C” calls for developing a long-term
sustainable financial strategy that will increase the percentage of city general fund
resources coming from sources other than property taxes. Any gap that remains
between license fee revenues and the costs of regulation by various City
departments would most likely have to be made up for by property taxes.

Overall, we feel smaller increases on a more regular basis would be a
change that businesses could more easily absorb and plan for. Therefore, we are
recommending an annual review of these inflationary factors in the future. An
ordinance amendment to this effect is being brought forward.

Sincerely,

Clara Schmit-Gonzalez j ’2

Deputy Director
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LICENSE FEE ADJUSTMENTS

License fees were last adjusted in 1998 to reflect inflationary erosion and increased City costs. The City
Council approved a general increase of 10% (5% for alcohol categories) at that time.!

Since then the following has occurred:

o City general fund expenditures rose (through 2001)....cc.cecieecreerrienrnecerrrreceee e seesssesnssees 20.7%?
» Relevant license enforcement cost centers rose (through 2001).......couvveveeeeeereesseeesrenseesnsiesnene 13.5%°
e The National Consumer Price Index has risen (through 2001).....cccoememeveevreerceerereseererscesenne 14.1%*
e The Twin Cities Consumer Price Index has risen (through 2001 ).....ccccovieericereeere e e 21.1%°
o The Implicit Price Deflator for State and Local Governments has risen (through 2001)........... 11.8%°
» Gross Domestic Product Implicit Price Deflator ............vueermmnnieeeeieeeeeeeeseoeieareenaeens 7.3%

It is clear from these indexes that the City cannot escape inflationary erosion in the course of providing City
Services, including licensing and regulation of City businesses.

! Excluded from increases at that time were fees for Taxi licenses and pet licenses, as well as some off-sale liquor
licensing which is capped by statute. '

2 Source: Comprehensive Annual Financial Report, 1997-2001 City of Minneapolis. i _ o

3 Cost centers include Police; Licenses and Consumer Services, Environmental Health, Animal Control, Attorney -
Criminal and Civil. Source: Operating Budget, 1997-2001, City of Minneapolis and Data Warehouse Period 13,
2001. :

¥Source: Economic Report of the President, February 2002

*Source: U.S. Bureau of Labor Statistics =~

% Source: Bureau of Economic Analysis, February 2002

7 Source: Bureau of Economic Analysis, February 2002




ESTABLISHING AND ADJUSTING LICENSE FEES

In 1998, the City Council gave exhaustive consideration and listened to extensive public comment in order
to establish the faimess of license fees, and prior to approving a 10% general license (5% alcohol) fee
increase. The fee increase that was approved at that time was less than inflation. In the four years since,
most fees have been frozen without an inflationary adjustment while costs have continued to rise.

Costs associated with enforcement of City regulations are, unfortunately, not immune to the inflationary
pressures, which affect individuals and businesses alike. Accordingly, periodic adjustments of fees must be
made in order to keep enforcement costs in line with economic realities. Recognizing this, during the 2002
budgetary process, the City Council and Mayor directed staff to bring a proposal forward to adjust existing
license fees for inflation. (Appendix B) The consideration before you today is in response to that directive.

In mid 2000 and late 2001-early 2002 the license fees for seventeen (17) and thirty-seven (37) "problem"
business categories, respectively, were significantly increased. Thus, these categories are not included in
this general increase. (Only the 2% technology surcharge is proposed to be applied to these.) In the other
categories, however, it is prudent to consider the inflationary increases if the City wishes to recover
inflationary losses in this license year.

Presently, applications for April renewals are being held in abeyance, until this matter is decided.

»

It should also be noted that due to changes implemented by the state legislature, between 1997 and 2001 the
class rates for commercial/industrial properties decreased approximately 26 percent. To put this into
perspective, a commercial/industrial property valued at $500,000 for taxes payable 1997, assuming a 3
percent valuation growth, would experience a 20 percent decrease in the City portion of their property tax.
This decrease was seen even while the City's levy grew by nearly 21 percent.




RECOMMENDATION

The City Council should consider adjusting license fees to recover the inherent erosion demonstrated by
both these indexes and by actual City costs.

As part of the 2002 Budgetary process, the Department of Licenses and Consumer Services was directed to
bring forth a proposal to adjust license fees for inflation. License fees have not been adjusted for inflation
since 1998. At that time the 10% (5% alcohol) fee increase brought in approximately $210,000.00 in
increased revenue. However, the most reliable government cost index used at that time, the Implicit Price
Deflator (IPD) supported a 16.8% increase at that time. -This would have generated an additional
$533,287.00 in revenue.

In 1998 the Mayor and City Council favored a moderate, multi-year increase which would have allowed a
gradual recovery of loss due to inflation. Also, an ordinance (Chapter 261.60) was adopted that provided
that license fees be evaluated a minimum of every four (4) years.

The Licenses and Consumer Services Division is of the opinion that four year's of inflationary loss
should be recovered, but that any adjustment should be censidered as an addition to the 2% targeted
toward the provision of technology-based services. Staff also recommends that reasonable cost
adjustments based upon appropriate economic indicators be considered on an annual basis, prior to
the budget process in future years. >




LEGAL RATIONALE FOR LICENSE FEES -

The attached legal opinion articulates that license fees “must be reasonably related to the costs imposed by
the licensed activity.” This opinion underscores the posture the City should adopt regarding the
establishment of all license fees. Establishing those costs is not always a perfect mechanism, since no
precise accounting system exists anywhere, including the City of Minneapolis.

Interpretation as to what costs are “reasonably related” may vary between licensers, licensees, and the
courts which on occasion are asked to pass judgment.

(See Appendix A}




CITY COSTS RELATED TO LICENSE ENFORCEMENT IN GENERAL.

As the following chart indicates, actual City general fund expenditures rose 30.3% between 1997 and 2001.
Total enforcement agencies are departments (business licenses, city attorney, environmental health, and
police licensing) that regularly relate to inspection, administration, enforcement, and prosecution of
business activity. Those budgets increased 13.5% from 1997 through 2001.

Police License Division Costs for liquor enforcement increased by 34% from $210,270 in 1997 to $281,403
in 2001.

I Licenses & Consumer 5
I Services Revenue & i
Expenditures

11,000,000 ¢
1 c% :
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INFLATION INDEXES

Inflation is measured through many indexes, but two are considered commonly known and relevant to this
task: _

The Consumer Price Index (CPI) measures changes in prices of typical consumer items, which
however, may have only a tangential relationship to government costs. Personal travel costs,
housing, and food are examples. It is measured both nationally and locally. From 1997 through
2001, inflation was measured at:

United States.....14.1% Minneapolis.....21.1 %

The Implicit Price Deflator (IPD) for State and Local Governments measures inflation in prices

of items typical to provision of government services, inchuding typical equipment costs, and most
importantly, wage and salary inflation. For the same period, it measured inflation at 11.8% (See
attached table)

The Gross Domestic Product Implicit Price Deflator measures overall inflation for all products in
the domestic market nationwide. It measured 7.3 for this same time.

Unlike the CPI, the IPD does not use a fixed “basket of goods for year to year comparison. Rather, the
IPD reflects the changing goods and services required by state and local governments in different years.
For example, personal computers, facsimile machines, and other hew technologies reflect a significantly
higher portion of such budgets in recent years than they did 20 years ago.

The IPD, then, is generally recognized as the most relevant indicator of governmental costs. It is also the
indicator upon which the State of Minnesota based the cap for property taxes. Additionally, as is clear in
the following chart, the IPD has been increasing at a lower rate than the CPI.

i Percent Changes in All Indexes

I 25.0
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Table: Quantity and Price Indexes for Gross .
Domestic Product

[Index numbers, 1996=100]
Bureau of Economic Analysis |
Downloaded on 3/11/02 At 6:41:17 PM From Data Last Published on February 28, 2002

1997 1998 1999 . 2000 2001 % of
, increase

Gross domestic

product: ,
Impilicit price 101.95 103.2 104.65 107.04 109.36 7.3
deflator '

Government consumption expenditures and gross

investment:
Implicit price 102.23 103.72 106.58 110.71 112.94 10.5
deflator

State and local

Government: .
Implicit price 102.58 104.34  107.42 ' 11214 114863 11.8
deflator

Note.~

Implicit price deflators are
weighted averages of the detailed price indexes used to prepare each

aggregate and compeonent and are calculated as the ratio of current-
to chained-dollar output multiplied by 100. '
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COMPARISONS WITH OTHER CITIES

Ideally, all licenses could be compared to others in sulrrounding areas. However, such comparisons are
made difficult because of the many locale specific nuances in nearly every category.

Liquor licenses have the greatest fees, and thus are the most impacted by license fee adjustments in total
dollars. .

Minneapolis has a range of liquor fees, from $4,717 to $7,820 depending upon the type of entertainment
allowed. A comparison of the highest and lowest fees in metro area cities with a population greater than
20,000 persons, shows Minneapolis to be competitive in liquor fees if not a little under the average. See
table on Page 12.
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Liquor License Fees for Metro Cities over 20,000

2001 Fees
City Low Fee High Fee Midpoint
Richfield 11,200 11,200 . - .- 11,200
Bloomington 9,600 9,600 9,600
Coon Rapids 9,050 9,050 - 9,050
Plymouth 8,000 8,000 8,000
Brooklyn Center 2,500 14,000 8,250
Minnetonka 7,500 ~ 7,700 7,600
Eden Prairie 7,500 7,500 - 7,500
Brooklyn Park 7,000 7,900 7,450
Roseville 7,000 7,000 7,000
Burnsville 6,500 6,500 . 6,500 .
Maplewood 6,400 6,400 6,400
Minneapolis 4,717 7,820 6,269
New Hope 6,000 6,000 . © 6,000
Blaine 5,700 5,700 5,700
New Brighton 4,150 7,250 . 5,700
Apple Valley 4,400 6,600 - 5500
Crystal 5,500 : 5,500 R 5,500
Maple Grove 5,500 5500 ... . . 5,500
Cottage Grove 4,500 4,500 A 4,500
Eagan 4,000 4,000 . 4,000
Fridley 3,000 6,000 4,560
St. Paul 4,200 5,050 . . 4,625*
Lakeville 3,600 4,500 4,050
Oakdale 3,500 3,700 3,600
Shoreview 3,000 4,000 3,500
Inver Grove Hgts. 3,200 3,200 - 3,200
South St. Paul 2,200 2,600 2,400
White Bear Lake 2,200 2,200 ' 2,200
Metro Cities Midpoint - . ... 6,700
Minneapolis Midpoint | 6,269

Because St. Paul requires separate licenses the highesf fee of $5,050, plus $450 for restaurant, plus $2,500
entertainment for a total of $8,000 compared to Minneapolis’ top liquor fee of $7,820.
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COMPARISON WITH SAINT PAUL

According to information received from Roger Curtis, Director of the St. Paul Department of License,
Inspections and Environmental Protection, the most recent over all license fee increase occurred in 1995.

As the following chart shows, since 1986 St. Paul has raised its fees eight times for a total increase of .
43.95% for General Licenses and 39.95% for Liquor Licenses. For the same period, Minneapolis has raised
its fees only four times, for a total increase of 32.45% for General Licenses and 27.75% for Liquor

Licenses. : :

1t should be noted that St. Paul does not include restaurant and entertainment as part of a liquor license fee
as Minneapolis does. St. Paul requires separate license applications and fees for each. Which would make
a license for liquor for St. Paul’s highest fee of $5,050, plus $450 for restaurant, plus $2,500 entertainment
for a total of $8,000 compared to Minneapolis’ top liquor fee of $7,820.

St. Paul is currently considering a fee increase to support stadium funding that would increase license fees
by a minimum of 3%. Once the stadium funding increase is established, St. Paul will be considering an
additional increase of license fees because the have not increased fees since 1995.

St. Paul License Fee Increase History

Effective Year Amqunt of Increase i
1986 2.4%
1987 ! 7.4%
1988 . 13.0% . .
1989 3.15%
1990 5.0%
1993 o 5.0% (average of all fee increases)
1994 2.0% (average of all fee increases)
1995 ' 2.0% (average liquor increase)

6.0% (all other license fees)

Total - 43.95% (General Licenses)
; 39.95% (Liquor Licenses)
Minneapolis License Fee Increase History
Effective Year Amount of Increase
1986 4.0%
1990 f : 14.7% General Licenses
! 10.0% Liquor Licenses
1991 . 3.75%
1998 E 10.0% General Licenses
5.0% Liquor Licenses
Total | 32.45% (General Licenses)

27.75% (Liquor Licenses)
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Method of Public Notification

Published in Minneapolis Star and Tribune, March 12,2002 ,

Minneapolis Television Network, Channel 34, March 9-19,2002 . N

Minneapolis Home Page on the World Wide Web

Published in Finance and Commerce

Published in “On the Agenda” and distributed to neighborhood organizations

All businesses holding Minneapolis Licenses (Approx. 7,500 notices mailed (2/11/02-2/14/02)
All Liquor, Wine and Beer licensees notified by mail on February 14, 2002

Minneapolis City Council Members

Mayor

(Form of Notice in Appendix C)
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APPENDIX A

City Attorney Opinjon
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City of Minneapolis

Office of the City Attorney
Jity M. Hetfern
City Atomey

333 South 7th Sireat - Suite 300
Minneapolls MN 55402-2453

Offics (612) 6732010

Civl Division Fax ~ §73-3362 September 1, 2000
Criminal Division Fax ~ 673-2189

MCDA Fax §73-5112
7Y 673.2157

Mr. John Bergquist
Assistant City Coordinator
Room 1C, City Hall
Minneapolis, MN 55415

Re: Business License Fees
Business ’icense Fees

Dear Mr. Bergquist:

You have requested an opinion as to any legal restrictions regarding the setting of business license
fees. As you stated in your request for the opinion, this office issued an opinion dated October 11,
1883, relating to fees for liquor, wine and beer licenses. You have asked for an opinion updating the
earlier opinion for court decisions and laws enacted since 1983, and addressing the following:

1. Source and description of any legal restriction

$ on a municipality in setting business license
fees (statutes or court decisions). 1

. Source and description of any statutes seftings special rules for certain types of business
licenses (such as a flat fee, maximum fee, a more restricted method of setting a license fee or
an exemption from a business license requirement),

. Source and description of specific types of municipal costs related to, licensing that courts have
either found to be valid charge or which have been struck down as invalid.

To what extent a municipality can set a license fee for a"

nuisance buéiness" based, in part, on
a desire to limit the number of businesses aliowed. .

Any other legal information City staff should know when conducting a complete review and
revision to the methodology for setting business license fees,

www.ci.minneapolis.ma.us
Affirmative Action Employer
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l Mr. John Bergquist
August 11, 2000
I Page 2

l Rather than addressing each category separately, we will attempt to address all of these items in our
general discussion. .

l The general rules regarding the setting of business license fee were, for the most part, set forth in our
1983 opinion. Generally, the amount of a license fee is @ matter which is within the sound discretion
of the governing body. Lyons v. City_of Minneapolis, 241 Minn. 438, 63 N.w.2d. 585 (1954). . A

ilicense fee must be set in relation to the costs of regulating the particular business, such as the
issuance, inspection, supervision, and enforcement functions, and to expenses directly or indirectly

incurred or imposed upon the City as a result of the'licensed activity. Id. A court will not, however,

declare a fee to be unreasonable or excessive unless it is palpably so. State of Clousing, 205 Minn.
296, 300, 285 N.W. 711, 739 (1939).

A license fee must not be imposed as a revenue raising measure, because such a fee would be
deemed to be a tax. Because municipalities have no inherent taxing powers, such a revenue
measure would be held invalid. Nevertheless, however, a license fee would not be held to be invalid
merely because it incidentally yields revenue in excess of the costs reasonably associated with

regulatory functions and services. Minneapolis Street Ry. Co. v. City of Minneapolis, 229 Minn. 502,
40 N.W.2d. 353 (1949). If a fee is adjudged to be manifestly unreasonabie in view of the cost of

reguiation, it will be found to be a tax and therefore invalid. Lyons v. City of Minneapolis, Supra.

In Minneapolis Street Railway Co. v. City of Minneagélis, 236 Minn. 109, N.w.2d. 120 (1952) the City
imposed a license fee on this basis of the increased costs of police services resulting from street car

operation, such as the cost of traffic regulation in order to facilitate street car movement. The
Supreme Court held that this fee was unreasenable because the "expense is incurred in the exercisa

f the general duty to expedite safe trave! on the streets." |d., 52 N.W.2d. at 125. The court
reasoned that different elements such as street cars, pedestrians and vehicles created the need for
he police services and that the street railway should not be burdened with that entire cost.

The Minneapolis Street Railway Co. case must be contrasted with the more recent case of State of
Minnesota v. Northern Raceway Corporation, 381 N.W.2d. 526 (Minn. App. 1986) in which the court
ound an increase in a race track license fee based upon the cost of police services to be reasonable.
n Northern Raceway the town of Elko, where the race track was located, had a population of 300 and
ipproximately 3,000 people entered the town when track events were held. The court held that it

vould be reasonable for the business to bear some: of the financial burden of policing the people
attracted by the event. '

|




Mr. John Bergquist
August 11, 2000
Page 3

otherwise engage in it even though the fee is greater than the expense of issuing the license, and of
police supervision of the business. City of Duluth v. Krupp, 48 Minn. 435, 49 N.W.235 (1891). In Orr
v. City of Rochester, 193 Minn. 371, 258 N.W. 569 (1935) however, the court held that a minimum fee
of $250 for an auctioneer's license exceeded the costs of regulation and was obviously unreasonable.
The Court there held that the City's power to regulate and license did not include the power to
prohibit. In view of the decision in Orr and the other cases we have cited, it is our opinion that the
holding of City of Duluth V. Krupp, is applicable, if at all, to 5 Very unique situation in which the public
heaith or weifare would be detrimentally affected by the licensed business only if the number of such
businesses reached a critical threshold. An example might be a business that pollutes in a manner
that is harmful only when combined with a certain critical number of the Same kind of businesses. |f
there is any particular business that you believe would be regulated in this Manner, please request
from this office a Separate analysis for that license, :

enacted a Statute, Minn. Stat. §348A.408 which deals with liquor licensing fees. The statute sets
limits on this amount that can be charged for a license, For a retail on sale intoxicating liquor license,
the fee is subject to the following limitation: "The license fee is intended to cover the costs of issuing
and inspecting and other directly related costs of enforcement.”

Our 1983 opinion stated that the City could include in the fee the City's direct and indirect expenses
elated to the licensed activity. Because of the statute, §348A.408, this statement must now be
nodified as to the retajl on-sale intoxicating liquor licenses, for which the cost fecavery can be only
or direct costs and not indirect costs. This statute was construed in Dunham's Food & Drive. Inc. v.

ity of West St. Paul, 526 N.W.2d. 413 (Minn. App. 1995). Despite the more restrictive language of




Mr. John Bergquist
August 11, 2000
Page 4

Based upon the case law it is our recommendation that a record be made of the facts upon which the
City Council will be basing the license fees. 1t is my understanding that your department is
conducting an analysis of the financial impact upon the City of various licensed businesses. We will
be available to assist in that process by answering any questions you may have in applying these
principles to your analysis. Please feel free to call on us.

JAY M. HEFFERN
City Attorney

. 4ﬂyi%“\~ :

LARRY F. COOPERMAN
Assistant City Attorney
(612) 673-2069

»
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APPENDIX B

Adopted 2002 Budget Target Strategy relaung to Inflation-based and technology-based
license fee increases.
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2002 Target Strategy

Title: Regulatory Services Fee Adjustment

Department: Regulatory Services Organization: Licenses and Consumer Services

Fund# 0100 Agency# 835 Organization #

If there are multiple funds and agencies, please include them on the same form. Please indicate total by fund,

Fund Cost Revenues : E's Job Tilles
0100 $211,000 [

Please identify offsetting cost reductions to fund these initiatives.

Fund Cost Revenues FTE's Job Titles/other related costs

: %
Proposal Description: (

We are proposing an increase for all Licenses and Consumer Services permits and licensing fees. A portion of this
revenue increase wouid be an annual adjustment based on the implicit price deflator that best corresponds to
government operations cost while a portion of the adjustment is related to the demand for improved technology-
based services and the cost associated with implementing and providing technology-based services.

Does this have an impact on city goals, enterprise objectives and/or outcomes measures?

Yes [X Ne []

List goal objective and ouicome. (A list is available on the Finance Internet and Intranet site.)

Strengthen Marksts

Position the City in the world marketplace to grow our diverse, resilient economy

C. Support the growth of communications technology

Increase the number of businesses that report having access to the communications technelogy they need
Provide Strong Leadership and Management

C. Develop a long-term sustainable financial strategy.

Increase the percentage of city general fund resources coming from sources other than property taxes

E. Optimize information and technology to tansform city services

Increase the percentage of departments using the City standard information technology system architecture
Increase the number of transactions performed over the internet

o 23




2002 Target Strategy

Describe how proposal is related to goals, objectives, and outcome measures.

Creating an annual fee adjustment based on the implict price deflator that best corresponds with government
opperations allows for timely adjustment of business licensing fees on a regular basis to keep revenues in line with
the changes in the costs of government services provided. This meets the City's goal of creating a long-term
sustainable financial strategy.

This proposal relates to the City’s goal of positioning the City in the world marketplace by increasing the coordination
of economic development activity by potentially increasing the private sector businesses that report satisfaction with
doing business in the City. (See examples under impact of Services below) in addition, the City goals include
supporting the growth of communications technology to increase the number of businesses that have internet access
and report having access to the communications technology they need. As we support and encourage this
technology growth, we aspire to provide technology-based interaction and communication between businesses and
the City. '

The proposal is also related to the City’s goal of providing strong ieadership and management to optimize
information and technology to transform the city services by increasing the department's use of the City's standard
information technology system architecture. It meets the City's objectives by creating a funding stream other than
property taxes and provides the department with a funding source that comes directly from those individuals and
businesses who are and will demand E-Commerce. Those who pay these fees will benefit most from the services
funded. :

Impact on Services: ' -

This proposal will allow for continued technology improvements in e-commerce projects. Some examples of the

potential benefits of e-commerce for our customers are:

+ Application and payment for licenses and permits can be made on-line

» Customers can request services such as inspections and reports using our web site

+ Customers can check on the status of licenses and permits, and interact with expert staff without having to travel
to the City’s offices :

In addition, some of the potential benefits of e-commerce to our department are:

» More accurate, up-to-date information is provided to the City’s Enterprise System

* |ess paper work for customers and staff '

» More satisfactory interaction with our customers because we can provide a variety of options from front desk to
online services for customers/residents/businesses to interact with the City.

Mavyor's The Mayor recommends this strategy.
Recommendation .

Expense;

Revenue:

$211,000




APPENDIX C

Public Hearing Notice Mailed to All Licensees
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NOTICE OF PUBLIC HEARING

DATE: . Tuesday, March 19, 2002
TIME: 1:30 PM or Shortly Thereafter
PLACE: Room 317 City Hall, 350 S. 5 Street

REGARDING: Amendments to the Minneapolis Code of Ordinances
regarding license fees.

On Tuesday, March 19, 2002 at 1:30 PM or shortly thereafter, the Public Safety and Regulatory Services
Committee of the Minneapolis City Council will consider the following amendments to the Minneapolis
Code of Ordinances:

Amendments to the Titles and Chapters of the Minneapolis Code of Ordinances relating to license
fees by increasing all license fees from 6% to 8% to reflect an inflationary adjustment and/or

technology surcharge, with provision for annual adjustments.

It has been determined that your business may be affected if the proposed ordinance amendments are
adopted.

You are invited to be present at the public hearing to express your opinion or inform this office of your
approval or disapproval of the proposed ordinance amendments in writing.

If you have questions concerning this matter or would like further information, please contact License
Inspector Kenneth Ziegler at (612) 673-3904.

Clara Schmit-Gonzalez, Deputy Director
Licenses and Consumer Services Division




EXHIBITS
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