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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 budget document.

The table of contents allows the user to pinpoint the page of a particular part
Table of Contents of the City’s budget.

This section contains a community profile of the City of Minneapolis, including
an overview of the City’s history, economy, population, and attractions. The
section also includes lists of the City’s elected officials, department and
agency heads, the City’s budget principles, and a citywide organization chart.
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
Introduction and bird’s - eye view of the relationship between fund types, revenue sources,
Background Information expenditures and departments/boards.

This section summarizes the key decisions and financial issues 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
Financial Overview enterprise level challenges.

The strategic planning section lists the set of City goals and strategic
directions. 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

Strategic Planning business plan goals are described in this section.
This section presents the major financial policies adopted by the City Council
Financial Policies and Mayor.

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

Forfund 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
Financial Plans debt service.

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
Operating Departments  are included in this section.
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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,
Capital Program and the adopted budget follows.

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

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
Financial Schedules department, all referenced in the appropriation resolutions.

A glossary is included for key financial and City terms. A more detailed

glossary is available on the City of Minneapolis website. For more detail

please reference the Glossary section of the City Council’'s Policies and
Glossary Procedures page.
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Budget Principles

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

2. 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.

3. 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.

4. 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.

5. 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.

6. 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.

7. 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.

City of Minneapolis — Introduction & Background 9 2020 Council Adopted Budget
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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 more than 12,000 lakes. Minneapolis is renowned for being an

attractive and livable city combining the best of urban life with a
strong sense of neighborhood community. Residents enjoy access
to jobs, a variety of housing, quality education, exciting cultural and
recreational opportunities in beautiful natural surroundings.

Location

Minneapolis is the largest city in Minnesota and the center of
finance, industry, trade and transportation for the Upper Midwest.
At 44 .58 degrees north latitude and 93.15 degrees 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 degrees F and
an average winter temperature of 16 degrees F'. Minneapolis has four
distinct seasons, with moderate spring and fall weather. The abundance
of lakes and trees serve as natural air conditioners in the Summer.

SOCIAL

History

Present-day Minneapolis was Dakota homeland until 1805 when new treaties increased the encroachment
by Euro-American settlers into the area. By 1851, a treaty opened the west side of the Mississippi River
to settlement resulting in a relocation of the Dakota people.

Early settlers, looking to utilize the river for transportation and power, built home and businesses along
both sides of the Mississippi near St. Anthony Falls resulting in the development of two separate villages,
Minneapolis and St. Anthony. In 1855 a suspension bridge was constructed to physically link the two and
in 1872 Minneapolis and St. Anthony were united to form one city by the State Territorial Legislature.

While the riverfront business industries included millwork, paper, wool, and machinery -lumber and flour
milling became the primary economic drivers. The flour milling industry particularly contributed to the growth
of Minneapolis as a regional center of commerce by attracting new immigrants and residents and by creating
an appealing location for other businesses to thrive. Some of Minneapolis’ industries can trace their roots
to the boom of the lumber and four industries.

' Source: Minnesota DNR, www.dnr.state.mn.us/fag/mnfacts/climate.htmi
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The United States Census Bureau estimated the population of Minneapolis to be 424,403 residents? as of
July 1, 2018. This means that the population of Minneapolis grew by about 11.2% between 2010 and 2018.
According to the same bureau®, men and women each make up approximately 50 percent of the population.
Children, youth under 18, and seniors aged 65 and above make up 6.7 percent and 19.9 percent, and 9.2
percent of the population respectively. African Americans comprise 18.9 percent of the population, and
Hispanic Americans make up 9.8 percent of the population. People of American Indian and Alaska Native
descent comprise 1.2 percent of the population, and Asian Americans make up 6.0 percent of the population.
People of two or more races make up 4.9 percent of the total population®.
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ECONOMICS

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 flour mills
along the river evolved into the international corporations of Pillsbury, Washburn Crosby (General Mills)
and Cargill. In 2018, the ten largest Fortune 500 companies headquartered in the metro area are as follows®:

Fortune 500 Revenues
Company Name Ranking $ Billions
United Health Group 6 $226.2
Target 39 $75.4
Best Buy 74 $42.9
3M 95 $32.8
CHS 97 $32.7
U.S. Bancorp 117 $25.8
C.H. Robinson 185 $16.6
General Mills 200 $15.7
SuperValu 201 $15.7
Land O’Lakes 212 $14.9

2Source : U.S. Census Bureau 2018, https://www.census.gov/quickfacts/minneapoliscityminnesota

3 Source : U.S. Census Bureau 2018, https://www.census.gov/quickfacts/fact/table/minneapoliscityminnesota, MN/PST045218
4Source: U.S. Census Bureau 2018 https://www.census.gov/quickfacts/minneapoliscityminnesota

5 Source: Fortune 500, https://fortune.com/fortune500/2019/search/?hgstate=MN
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As of 2017, the city’s largest employment sectors were health care and social assistance (19 percent),
professional and technical assistance (12 percent), educational service (10 percent), finance and insurance
(10 percent), and accommodation and food service (9 percent)®. Minneapolis-Saint Paul area is the home
of numerous accredited colleges and universities offering a wide choice of education programs. The city’s
highly educated workforce continues to be a driving force of a strong economy. Some of the accredited
institutions located within the metropolitan area with high student enroliment includes University of
Minnesota-Twin Cities, Walden University, Capella University, and University of St. Thomas. The University
of Minnesota’s highly acclaimed medical school and the City’s seven hospitals have made Minneapolis a
leader in the medical field.

Since 2009, the city’s unemployment rate has been falling as shown in the graph below’:

Unemployment Rate
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THRIVING CITY

Neighborhoods

Minneapolis has 87 neighborhoods offering 194,633 residential housing units according to Minneapolis
Assessors Office. The city is well known for its socially active residents who have 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®.

6 Source: MN Department of Employment & Development, https://apps.deed.state.mn.us/lmi/laus/Results.aspx?
ge0g=2705053245&adjusted=0&periodtype=03 &resultset=3 &startyear=2010&endyear=2019

7 Source: http://www.minneapolismn.gov/residents/neighborhoods/index.htm
Downtown
Minneapolis downtown is home to offices, retail, parks, hotels, housing, hotels, and corporate headquarters.
The vibrancy of downtown is spread throughout the city center, Hennepin Avenue hosts a concentration
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of theaters and entertainment, Nicollet Mall is the recently renovated arterial center of downtown, and along
the river parks and history abound. Buildings in downtown Minneapolis are connected by a system of glass-
enclosed bridges, the skyways, which help to keep activity moving during the cold Minneapolis winters.

The Arts

Minneapolis is a city infused with creative energy. From internationally recognized arts organizations (such
as the Guthrie Theater, Walker Art Center and the Minneapolis Arts Institute) to community driven cultural
groups that transform neighborhoods (such as Juxtaposition Arts and the Native American Community
Development Institute), arts and culture are a critical element of what makes Minneapolis vibrant. While
cultural offerings improve quality of life, creative enterprises also make important contributions to the city’s
local economy. Minneapolis is the arts and cultural powerhouse for the State as measured by the number
of creative workers, (21,000 jobs) and other economic outputs. Since 2006, the number of creative jobs
in Minneapolis has grown by 10%, a larger increase than overall job growth of 7.2%. In 2014, revenues in
the nonprofit and for-profit arts and creative industries were $285 million and $4.5 billion respectively
establishing Minneapolis as a national leader in economic creative vitality. Below is an artwork in the recently
upgraded Nicollet Mall.

Photo by

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. Itis also one of the largest. In addition to the University of Minnesota, other institutions of higher
educationinclude Minneapolis Community and Technical College, Dunwoody Institute, Minneapolis College
of Art and Design, Augsburg College, Metropolitan State University, the University of Saint Thomas, St.
Mary’s University, the College of Saint Catherine and Capella University.

Sports and Outdoor Recreation
Many major league teams call Minnesota home. Fans can watch Major League Baseball’'s Minnesota Twins
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in action at Target Field, located in the Warehouse District of downtown Minneapolis. US Bank Stadium,
home to the National Football League’s Minnesota Vikings, opened in 2016. The state of the art facility
has a seating capacity of 65,000 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 Target Center. Minnesota’s National Hockey League team, the Wild, play in
Saint Paul. And, Minneapolis has the capacity to host large events of all kinds at the City’s Convention
Center.

Minneapolis was honored to host Super Bowl LIl in February of 2018, and to host the 2019 NCAA Mens
Final Four basketball championship, and other national sporting events over the coming years.

Minneapolis residents not only watch sports, they also participate actively. Playing in summer softball
leagues, golfing, jogging, swimming, playing tennis, biking, in-line skating, and sailing in the city's lakes
are favorite pastimes.

The City’s Park and Recreation Board maintains 87 miles of walking and biking paths. The Park Board
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 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 no
more than eight blocks from every home.
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MINNEAPOLIS COMMUNITIES AND NEIGHBORHOODS
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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.

* Board of Estimate and Taxation. The Board of Estimate and Taxation (BET) is established under
Article V of the City Charter. It is composed of six 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 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, butis 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 Article VI 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
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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.

*  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 County Court House Building, which was built pursuant to Chapter 395 of the Special
Laws of 1887. The four commissioners are the Chairman of the 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.

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 ends at making the appointments. The financial information
for these organizations is not included in detail in this report.

* Meet Minneapolis. Greater Minneapolis Convention and Visitors Association was incorporated on July
29, 1987. Greater Minneapolis Convention and Visitors Association (d.b.a. Meet Minneapolis) and its
subsidiary, Internet Destination Sales System, Inc. (hereinafter collectively the “Association”) comprise
the reposting entity for Meet Minneapolis. The Association was organized to promote the City of
Minneapolis (the City) as a major destination for conventions and visitor travel, and to achieve maximum
utilization of the Minneapolis Convention Center. Toward this purpose, the Association receives funding
through annual contracts with the City and the state of Minnesota. The Association is a nonprofit
corporation under Section 501 (c) (6) of the Internal Revenue Code. Management also has no operational
responsibility over Meet Minneapolis. It is this criterion that results in Meet Minneapolis being reported
as a discretely presented component unit. Complete financial statements for Meet Minneapolis and
Subsidiary can be obtained from Meet Minneapolis at 250 Marquette Avenue South, Suite 1300,
Minneapolis, Minnesota 55401.

* Metropolitan Sports Facilities Authority. On May 14, 2012 Governor Mark Dayton signed into law a
stadium bill which provides for construction and operation of a new National Football League stadium
to be located on the Metrodome site. The bill established a new Minnesota Sports Facilities Authority
(MSFA) and required that members be appointed within 30 days, the bill also required the Metropolitan
Sports Facilities Commission (MSFC) transfer its assets, liabilities, and obligations to the MSFA within
90 days and then abolish the MSFC. The City is obligated to provide funding to build and maintain the
new stadium. The MSFA s charged with the design, construction and operation of the new multi-purpose
stadium. The MSFA consists of five members. Three authority members, including the chair, are
appointed by the governor. Two authority members are appointed by the City of Minneapolis. Complete
financial statements for the MSFA can be obtained from the Minnesota Sports Facilities Authority at 900
South Fifth Street, Minneapolis, Minnesota, 55415-1903.

* 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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* Minneapolis Telecommunications Network. The Minneapolis Telecommunications Network (MTN)
is a non-profit corporation organized by the City in 1983 under Minnesota Statutes, Chapter 317. The
MTN provides public access media programming to residents of the City as well as providing media
production training. Support for the MTN comes from Public, Education, and Government (PEG) fees
collected as part of agreements between the City and cable service providers. These agreements require
cable companies to provide support for public, educational, and government access TV channels. The
City Council and Mayor appoint the nine members of the board. There are up to three ex-officio members
representing the City of Minneapolis, Comcast Cable, and the Minneapolis Public Schools. Complete
financial statements for the MTN can be obtained from the Minneapolis Telecommunications Network
at 1620 Central Avenue Suite 175, Minneapolis, Minnesota, 55413-1674.

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 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.

* Minneapolis - Duluth / Superior Passenger Rail Alliance. The Minneapolis - Duluth/Superior
Passenger Rail Alliance was established under a joint powers agreement between Anoka County,
Hennepin County, Isanti County, Pine County, St. Louis and Lakes Counties Regional Railroad
Authority, City of Duluth, City of Minneapolis, and Douglas County (Wisconsin) to explore options for
the development of rail transportation between the Twin Cities and Duluth Superior metropolitan
areas. The nine member board consists of one elected official selected by each party in the Alliance
as well as a member of the Mille Lacs Band of Ojibwe. Each party also appoints an alternate
member. The City of Minneapolis pays an annual membership fee to the Alliance to cover the costs of
activities. The percentage share of the City in the Alliance’s assets, liabilities, and equity cannot be
determined at fiscal year-end. St. Louis and Lake Counties Regional Railroad Authority serves as the
fiscal agent.
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Chronology of Financial Decision Making and Fiscal Sustainability

HOME

1994

Mid-late 1990’s

1997

1998-2000

2000

2001

2002

2003

2004

2006

2007

2008

2009

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

Internal Service Funds deficits begin; Federal COPS grant funds police
expansion.

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

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

Library referendum passes; Mayor and Council agree to enhanced capital funding
for the Minneapolis Parks and Recreation Board (MPRB) at a level higher than
funding for City projects.

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.

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

Adoption of Five-Year Financial Direction and Commitment to Business Planning;
2% Wage Policy; Local Government Aid (LGA) Reductions by the State of
Minnesota. City uses 8% tax increase and 2% wage policy to manage
employment costs during budget shortfalls and reduce State funding.

Departments bring forward first five-year business plans.

Fitch removes negative outlook; Moody’s maintains Aa1 citing pent up internal
demands for spending.

Compensation philosophy replaces the 2% wage policy, Minneapolis Employee
Retirement Fund (MERF) pension “liquidity trigger” eliminated by the State
Legislature, and Sale of six parking ramps

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.

Governor unallots State aid-Minneapolis loses $8.6 million in 2009; $21.3 million
in 2010.
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2010 Minneapolis’revised LGA cutis $25.9 million and Market Value Homestead Credit
(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 held flat from 2010 in 2011 as a response to the State’s
structural budget crisis.

2012 City implements Priority Budgeting.

2013 Moody’s Investors Service downgraded Minneapolis Credit Rating to Aa1 due to
declining property values, high pension liabilities and dependence on state
revenues, despite improved overall financial position.

2014 The theme of Minneapolis’ bid, “Built for the Bold,” emphasized the $1.0 billion Vikings
stadium under construction and the state’s friendly ethos, hence bringing the Super
Bowl to Minneapolis in 2018.

2015 City’s closed pension plans meet 80% funding and are fully merged with State plan.

The City to continue the construction and renewal boom trend by providing $3.5
million to fully fund the $50 million redesign of Nicollet Mall, preliminary planning of
redevelopment of the Upper Harbor Terminal, purchase of property at Lake Street
and Nicollet Avenue as first step to reopen the roadway terminating at that block and
substantial completion of the Downtown East mixed use development adjacent to
the stadium.

A total of $1.4 billion in construction permits were issued for the year; this is the
fourth consecutive year that Minneapolis had more than $1 billion in construction
projects approved since 2000.

2016 The City signed a long-term funding plan to equitably address long-standing capital
and operating needs for City Streets and Neighborhood Parks. The plan provides
for $33 million in funding each year for up to 20 years, totaling $800 million over next
20 years, to meet both urgent and ongoing needs.

The City Council in 2016 endorses a site and concept for a new office building and
public safety center to complement the historic city hall. The two buildings together
are referred to as the “downtown campus”. City Council authorizes staff to retain
consultants and report back with a more defined schedule, building scope, and cost
estimate by the end of 2016 or early 2017. The initial finance plan for downtown
campus improvements include cash to help write down the cost of the feasibility
analyses in 2017 and the replacement of library G.O. bonds in 2021 with new debt.

This is the fifth consecutive year that Minneapolis exceeds $1 billion in construction
permits.
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2017 A new Downtown Assets Fund, through which City staff can take a coordinated
management and investment approach to four major physical assets located in the
downtown area (Convention Center, Target Center, Downtown East Commons, and
Peavy Plaza)was created. This approach helps maximize revenues from each venue
and serves to ensure a dedicated General Fund funding stream coming from the
sales taxes these assets help to generate.

The City Council approved design and construction management contracts for the
new downtown campus consolidated office building project endorsed in 2016. Current
plans call for construction in 2018 and 2019 with a move-in date in early fall, 2020.

This is the sixth consecutive year that Minneapolis surpasses $1 billion in construction
permits issued.

2018 The City sees a million dollar increase to pension costs for sworn personnel in the
Fire and Police departments, as the State increased the employer contribution for
the Public Employees Retirement Association Police & Fire plans. Another million
dollar increase will happen again next year as the State implements the second of
two increases.

Positive effects of the move to self-insurance for Medical are felt as the City sees
stable utilization within the program and premium increases for 2019 that are well
below national averages.

The City increased fees for business licenses, pollution control, rental housing, health
licensing, and animal care and control for the first time since 2013. An additional $3
million in revenues is anticipated, however these activities continue to be largely
subsidized by property taxes.

A new IT Governance process aimed at helping to prioritize all departmental
technology needs in consideration of each other is implemented, replacing the former
Capital Asset Replacement System (CARS) program.

$50 million of upgrades to the City’s century-old water filtration plant are financed
through a low-cost loan program from the State of Minnesota’s Public Facilities
Authority.

The City’s commitment to the environment is financially sourced - through
increases to franchise fee agreements with private utilities. City Council sets a goal
of 100% renewable electricity for enterprise use by 2022, and Citywide by 2030.

2019 This is the eighth consecutive year that Minneapolis surpasses $1 billion in
construction permits issued.

Positive effects of the move to self-insurance for Medical continue as the City sees

stable utilization within the program and premium increases for 2020 that are well
below national averages.
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Fund Description

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. Followingis alisting and description
of major 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.

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. Major special revenue funds are described below:

Arena Reserve Fund. This fund is a holding fund for various finance plan revenues to be used for
future costs 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 sells 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.

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.

Downtown Assets. This fund is an umbrella fund through which sales taxes are received from the
State of Minnesota and distributed to the Convention Center, Target Center, Peavey Plaza, Downtown
East Commons, and General Fund.

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.

Grants — Other. This fund is used to account for grants received from the State of Minnesota,
Hennepin County, local government units, and private funds.
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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.

Internal Service Funds. Internal Service Funds are used to account for those City goods and services
which are provided by one department or agency to other departments or agencies of the City, or to other
governments, on a cost reimbursement basis. The City operates six Internal Service Funds for its operations;
the Park Self-Insurance and Internal Service Funds are reflected in the MPRB budget:

Engineering Materials and Supplies. This fund is used to account for the operations of the City's
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 information technology services, central
mailing and printing services, and the City's telecommunication operations. These services are provided
to City departments as well as the Park Board, Municipal Building Commission, and Youth Coordinating
Board.

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.

Equipment Services. 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, as well as the purchase of special goods and services.

Self-Insurance. This fund is used to account for employee benefit program and 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.

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.
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Enterprise Funds. The Enterprise Funds, like the Internal Service 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. However, the
customer is typically the general public or other customers external to the City. The City operates eight
enterprise funds. The first five funds listed are reflected in the City’s Public Works Department, the River
Terminal Fund is reflected in the Community Planning and Economic Development (CPED) department
and the Parks Operations Fund is incorporated into the Minneapolis Parks and Recreation Board (MPRB)
budget:

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 is used to account for the operation, maintenance and construction
projects related to the sanitary sewer system.

Stormwater Fund. This fund is used to account for the operation, maintenance and construction
projects related to the stormwater utility system as well as the City’s street cleaning operation.

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.

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

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

Capital Projects Funds. The Capital Projects Funds are used to account for financial resources and
expenditures applied to the construction of capital facilities and major purchased items for governmental
fund types. Sub-funds may be used to account for specific projects and aggregated for reporting purposes.

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.

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.

Park Board Permanent Improvement Capital Fund. This fund is used to account for the capital
project activities of the Park Board.
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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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Bird’s Eye View of the Relationship between Fund Types, Revenue Sources,
Expenditures and Departments/Boards

General Fund

Special Revenue
Funds

Internal Service
Funds

Enterprise Funds

Major Funds
Included:

General Fund

Convention Center,
Community
Development Block
Grants, Community
and Economic
Development
Grants, Other
Grants, Arena
Reserve

Engineering
Materials,
Intergovernmental
Services, Property
Services,
Equipment, Stores,
Self-Insurance

Water,
Stormwater,
Sanitary Sewer,
Solid Waste,
Parking

Revenue Sources

Local Government
Aid, Property
Taxes, Franchise

Grants, Property
Tax Increment

Charges for
Services, Rents,
Transfers from

Utility charges,
state grants and
contributions, rents

Fees, Licenses and other funds
Permits
Expenditure Personnel, Personnel, Personnel, Personnel,
Classifications Operating Costs, Operating Costs, Operating Costs, Operating Costs,
Contractual Contractual Contractual Contractual
Services, Services, Services, Services,
Equipment Equipment Equipment, Capital |Equipment, Capital

Projects and
related debt
service, liability and
workers
compensation

Projects and
related debt service

Major
Departments

Police, Fire, Public
Works, others

Convention Center,
Health, Attorney,
Fire, Police, Closed
Pension Plans

Public Works, Copy
Center, City
Attorney (Civil
Division), IT

Public Works
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Bird’s Eye View of the Relationship between Fund Types, Revenue Sources,

Expenditures and Departments/Boards

Capital Projects

Debt Service

Park Board Funds

Funds Funds
Major Funds Included Permanent General Debt, The Park Board has
Improvement Development Debt, enterprise, internal service

Funds, Arbitrage
Funds

Special Assessment
Debt, Community
Development Agency

and special revenue funds.
The general fund is treated as
a special revenue fund.

Revenue Sources

Property Taxes,
Proceeds from
Long Term
Liabilities, State Aid

Property Taxes, Sales
Taxes, Special
Assessments,
Property Tax
Increment

Property Taxes, Local
Government Aid, Charges for
Sales (golf courses etc.),
Contributions, and Grants

Expenditure
Classifications

Capital project
expenditures

Payment of principal,
interest and fees on

Personnel, Operating Costs,
Contractual Services,

related to street City debt Equipment
construction and
infrastructure
projects
Major Departments Public Works Not applicable Park Board

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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Financial Overview

The 2020 Council Adopted Budget for all City funds is $1.89 billion as adopted on December 11, 2019.
This represents an $191.7 million, or 11.2 percent increase from the 2019 Council Adopted Budget of
$1.70 billion inclusive of the City’s component units. At the same time, the Council adopted an overall
increase of 6.95 percent in the property tax levy for the City and its component units (including their
respective requests for funding their own budgets), raising the total amount levied by $22 million, from
$350.0 million in 2019 to $372.0 million in 2020. This budget also utilizes accumulated fund balances to
fund budgetary items that are one-time or short-term in nature to mitigate budgetary fluctuations and to
avoid volatile property tax levies which place undue burden on property taxpayers. The City’s financial
position has benefited from growth in local sales and entertainment taxes and other revenues due to the
continued growth in the local economy. This growth is offset by static or even declining revenues in other
areas. Local Government Aid (LGA) from the State of Minnesota increases by $2.2 million from 2019 to
$81.6 million for 2020, however it continues to fall short of the 2010 certified LGA amount of $90 million.
The Financial Overview is presented without transfers to avoid double counting of resources. Transfers
have also been removed from charts and graphs within this section, including totals for comparative prior
years, unless otherwise noted.
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Major Highlights

The 2020 Council Adopted Budget includes significant proposals to address future financial and operating
challenges. Itis 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:

* As part of this budget, funds that have accumulated in various City funds due to a growing economy
and fiscal restraint in prior years allow for utilization of fund balances for departmental activities, as well
as providing for operating capital items and other one-time items.

A primary feature of this budget is an historic investment in Affordable Housing, with over $31 million of one-
time and ongoing resources (exclusive of federal funds) in 2020 alone to address this critical need:

* The Council has adopted a plan to provide $50 million of local Funds to the Affordable Housing Trust
Fund over an eight-year period from 2020-2027, including increasing the levy by $1.5 million
specifically for this purpose. Nearly $12 million of the total funding over the life of this plan will come
in 2020.

* Furthermore, the Council continues to invest in preservation of Naturally Occurring Affordable
Housing ($3 million one-time in 2020); supports renters’ rights through Tenant Legal Services, a
Tenant Hotline, and year 2 of the Stable Homes Stable Schools program (a combined $3.2 million
one-time in 2021); encourages production of affordable housing through the Minneapolis Homes
program ($2 million one-time in 2020); and supports those experiencing homelessness in our city
through a Low Barrier Housing Initiative ($250,000 one-time) and making an ongoing commitment
to fund the Office to end Homelessness in conjunction with Hennepin County ($50,000 one-time).
All of these investments are on top of a local base funding amount of nearly $9 million in CPED
alone.

* Outside of CPED, the Council adds a Tenant Navigator position in Regulatory Services; provides a
myriad of resources for MPHA through operating support, enhanced security, and funding for energy
efficiency improvements in facilities; and, adds a Homeless Community Navigator position (non-
sworn) in the Minneapolis Police Department.

This budget also makes major investments in Community Police Relations across multiple departments:

* Funding is provided to the Police Department for an additional recruit class in 2020 and ongoing
investment in training our sworn force.

* MPD is also receiving funding for the continuation of the Mental Health Co-Responder program,
maintenance of technology systems and public safety cameras, and a non-sworn sexual assault
advocate in Investigations.

* In the City Attorney’s office, funding is provided to develop trauma-informed domestic violence
programming, and for cash bail reform efforts.

* And within the Health Department, additional increased funding is provided to the Office of Violence
Prevention for community-based violence prevention activities - and continued funding is provided
for an expansion of the Group Violence Intervention program in South Minneapolis.

This budget also invests directly in Economic Inclusion. Economic Inclusion is the implementation of specific
solutions that unmake the legacy of institutionalized and systematic exclusion of black, indigenous, and
immigrant people of color (BIPOC). This work furthers the economic and social independence of these
communities. In principle and practice, this means that these communities are prioritized as primary
beneficiaries of and key partners in economic decisions.
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* The primary investmentin Economic Inclusion is the funding of a new effort to create Cultural Districts
across Minneapolis. $1.35 million is provided for a variety of activities including street sweeps, trash
pickup, improved lighting, and safety initiatives located in some of the most culturally diverse
commercial districts in our city. These funds will also be used for fagade improvements and an arts
fund.

* The City is also launching a commercial property development fund of $2.5 million to help support
commercial development in economically disadvantaged areas. $2 million of this fund is targeted
specifically for Cultural Districts.

* The City is creating a Co-Op and Employee Opportunity Fund of $100,000 to help prepare, create,
or convert worker-owned co-ops or other employee ownership opportunities, particularly for
businesses located in areas of poverty.

* And, the City is investing an additional $250,000 one-time over an existing $250,000 base to
accelerate the MSP TechHire program which increases opportunities for Minneapolis residents to
enter the tech sector.

And finally, this budget continues to make the necessary and required investments in City parks and streets
as outlined in the historic funding agreement forged in 2016 between the Park Board and City Council.

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:

A Quickly Improving Economy and a Construction Boom

In the recent couple of years, the City has experienced booming construction as measured by value of
permitted projects. This boom is fueled by new office buildings in and around downtown, multiple high-
rise apartment buildings, and the recently completed new stadium to be used by the Minnesota Vikings
and ancillary development. However, the quickly improving economy and construction boom have also
put multiple strains on the City in the areas of permitting, assessing, financial planning, compliance
monitoring, and public works expansion. These strains, compounded by a backlog of needed
infrastructure improvements accumulated during the economic downturn, challenge current resources
and create a need for additional resources.

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 eliminating positions across all City departments and independent boards.
We are just now recovering to staffing levels last seen in 2007. The reduction in staffing over time places
increased pressure on remaining employees as the workloads are increasing as the economy improves
and the need for responsive resources increases.

Workforce Turnover

It is anticipated that the City’s workforce will experience high turnover in the coming years due to three
factors: alarge population of retirement-eligible workers, the above-mentioned 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 a continued recognition of and planning for this reality in the 2019 budget.

Increased Demand for Technological Solutions
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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, 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.

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 and Community
Planning and Economic Development cite State codes, protocols, and building standards that are placing
additional strains on the workload of inspectors. Public Works notes increased costs for stormwater
inflow and infiltration to meet standards required by Metropolitan Council Environmental Services or
facing monetary penalties. The City Clerk notes additional election requirements as a result of the
implementation of Instant Runoff Voting (IRV), as well as ranked choice voting. Furthermore, public
safety departments face legislative-directed or nationally developed standards, training, or operating
procedures. Departments, especially following several years of significant cuts to the City’s training
programs, indicate a need for increased and improved employee training, as well as recruitment, possibly
placing additional 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, hacks,
fraud, and other system security threats), information backups, and emergency planning consumes
resources of nearly every department. 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.
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City Spending

For 2020, the budget includes expenditure appropriations corresponding to priorities outlined in the Council
Adopted Budget as well as ongoing projects and current City-provided services. Details of the individual
expenditure appropriations within the departments and other categories identified in the pie chart below are
available in the Operating Departments and Capital Programs sections of this document.

Below is a summary of the 2020 Council Adopted Budget by departmental activity, excluding transfers.

Expenditures by Service
(In Millions of Dollars)

2,019 2020 Council
Adopted Adopted % Change $ Change
Attorney 19.0 19.4 1.7% 0.3
Coordinator* 144.5 222.7 54.1% 78.2
CPED 119.9 119.3 -0.5% -0.6
Convention Center 56.1 56.7 1.1% 0.6
Fire 69.3 71.2 2.7% 1.9
Health 24.0 241 0.2% —
Police 184.9 193.3 4.5% 8.3
Regulatory Services 27.3 259 -5.1% -1.4
Public Works 387.4 398.5 2.9% 11.1
Other City Services** 40.7 45.5 11.9% 4.8
Debt Service 159.9 150.9 -5.6% 9.0
Capital Improvement 287.0 169.4 -41.0% -117.6
Other*** 46.9 39.4 -16.1% -7.5
Total City Spending 1,567.1 1,536.2 -2.0% -30.8

* Includes 311, 911, Communications, Emergency Preparedness, Finance and Property Services, Human Resources,
IT, Intergovernmental Relations, and Neighborhood and Community Relations.

** Includes Assessor, Benefits, City Clerk/Elections/Council, Civil Rights, Internal Audit, Mayor, and Workers
Compensation.

*** Includes Non-departmental, Health and Welfare, Liability, Contingency and Pensions

Note: See “City Council Operating Departments” section in the budget document for further explanation of changes
between years.
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Total Expenditure Budget - Use of Funds
2020 Council Adopted Budget: $1.6 Billion

Other 3% Attorney 1%

ital | t 11%
Capital Improvement 11% Coordinator* 14%

Debt Service 10%
CPED 8%

Other City

Services** 3% Convention Center 4%

Fire 5%
Health 2%
Public Works 26% Police 13%

Regulatory Services 2%

* Includes 311, 911, Communications, Emergency Preparedness, Finance and Property Services, Human Resources,
IT, Intergovernmental Relations, and Neighborhood and Community Relations.

** Includes Assessor, Benefits, City Clerk/Elections/Council, Civil Rights, Internal Audit, Mayor, and Workers
Compensation.

*** Includes Non-departmental, Health and Welfare, Liability, Contingency and Pensions
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City Sources of Revenue

For 2020, the City forecasts $1.6 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.

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
as well a fees and interest income.

Below is a summary of the 2020 Council Adopted Budget revenues by major category.

Revenue by Category

(In Millions of Dollars)

2019 2020 Council

Revenue Category Adopted Adopted % Change $ Change
Charges For Services/ Sales 617.7 694.9 12.5% 77.2
Federal Government 34.6 33.7 -2.5% -0.8
Fines And Forfeits 7.3 7.2 -1.5% -0.1
Franchise Fees 34.1 344 1.0% 0.3
License And Permits 48.8 48.4 -0.8% -04
Local Government 8.0 6.2 -22.7% -1.8
Long Term Liabilities Proceeds 188.2 84.7 -55.0% -103.6
Use Of Fund Balance 62.3 24.9 -60.0% -37.4
Other Misc. Revenues 231 32.3 40.0% 9.2
Property Taxes/ General 358.7 388.3 8.3% 29.6
Property Taxes/ Other 67.6 73.7 9.0% 6.1
Sales And Other User Taxes 88.9 93.9 5.6% 5.0
Special Assessments 41.3 36.3 -12.1% -5.0
Local Government Aid 79.3 81.6 2.9% 2.3
Other State Government 42.5 48.2 13.3% 5.7
Total Revenue 1,702.4 1,688.6 -0.8% -$13.8
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Total Revenue Budget - Source of Funds
2020 Council Adopted Budget: $1.6 Billion

Other State Government
Local Government Aid 3%

Special Assessments 2% 5%

Sales And Other User
Taxes 6%

Property Taxes/ Other
4%

Charges For Services/
Sales 41%

Property Taxes/
General 23%

Other Misc. Revenues 2% Federal Government 2%

Use Of Fund Balance 1% Fines And Forfeits 0%

Franchise Fees 2%

Long Term Liabilities License And Permits 3%

Logé?&eoevdesrr?r?/f’ent 0%

City of Minneapolis — Financial Overview 37 2020 Council Adopted Budget



HOME

Local Government Aid (LGA)

Following several years of uncertainty in funding from the State of Minnesota in the form of LGA, including
the loss of over $70 million from 2008-2011, the State has made slight annual increases to the amount of
LGA appropriated to the City of Minneapolis from $76.1 million in 2014 to a certified amount of $81.6 million
in 2020. Of this amount, the City plans to allocate $71.8 million for its General Fund, $9.6 million to the Park
Board, and the remaining $0.2 million to the Municipal Building Commission (MBC). The table below shows
the historical certified and actual LGA amounts, as well as the certified LGA levels for 2020 based on current

law.

Certified Vs. Actual LGA

100

90 -

80 .__._.-—-—'I—'/.
1

70

$ in Millions

50
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

—u— Certified Actual

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
31.8 percent of the 2020 Council Adopted Budget, an increase from 30.1 percent in the 2019 budget.

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.
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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. Ultility 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.

Expense and Revenue By Fund Type

In Millions

2019 Adopted 2020 Council Adopted % Change $ Change
Expense:
General $482.7 $519.4 7.6% $36.7
Special Revenue $220.2 $198.1 -10.0% -$22.1
Capital Project $230.0 $113.1 -50.8% -$116.9
Debt Service $124.4 $112.1 -9.9% -$12.3
Internal Service $143.4 $215.4 50.2% $72.0
Enterprise $366.3 $378.1 3.2% $11.8
Total $1,567.0 $1,536.2 -2.0% -$30.8

2019 Adopted 2020 Council Adopted % Change $ Change
Revenue:
General $452.2 $485.1 7.3% $32.9
Special Revenue $415.4 $379.8 -8.6% -$35.6
Capital Project $214.8 $115.4 -46.3% -$99.4
Debt Service $68.2 $72.0 5.6% $3.8
Internal Service $157.9 $229.6 45.4% $71.7
Enterprise $394.0 $406.6 3.2% $12.6
Total $1,702.5 $1,688.5 -0.8% -$14.0

Expense and Revenue By Fund Type
Expense Revenue
Enterprise Enterprise
23% General 24% General
31% 29%
Internal

Internal

Service 13% Service 14%

Debt Service Special Revenue Debt Service Special Revenue
7% 19% 4% 22%
Capital Capital
Project 7% Project 7%
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The largest portion of the City’s budget is spent on personnel, which comprises $506.5 million or 31.2

percent of the total budget.

Expense by Category
2019 2020 Council

Expense Category Adopted Adopted % Change $ Change
Salaries & Wages 399.0 413.5 3.6% 14.5
Fringes 164.7 171.9 4.4% 7.2
Contractual Services 413.5 488.5 18.1% 75.0
Operating Costs 178.6 178.3 -0.2% -0.3
Capital Equipment 543.4 437.0 -19.6% -106.4
Total Expense $1,699.2 $1,689.2 -0.6% ($10.0)
*The Capital category includes capital improvements in the City’s Capital Program as well as capital expenditures within operating
departments.
Total City Budget - Expenditure by Categories
2020 Council Adopted Budget: $1.6 Billion
Capital Salaries & Wages 23%
Equipment 31%

Fringes 9%

Operating Costs 8%

Contractual Services 29%
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Funding for Physical Infrastructure

Five-Year Capital Program Totals: For 2020 - 2024, the five-year capital program for City departments,
independent boards and commissions totals $923.3 million including all funding sources. The 2020 portion
of this program is $174.9 million. This budget continues the City’s commitment to accelerate funding and
completion of improvements to the City’s infrastructure. Below is a summary of the five-year capital program
by major infrastructure category.

Submitting Agency Infrastructure Category 2020 2021 2022 2023 2024 Total z;”Tﬁ::
Budget in Thousands of Dollars

PARK BOARD NEIGHBORHOOD PARKS 12,336 12,780 12,980 12625 12986 63,707 6.90%

PUBLIC WORKS  TRANSPORTATION 82,592 76,317 82605 102,044 117,255 460,813  49.91%
UTILITY FEE BASED ENTERPRISES 69,185 75,085 63,650 68,350 50,775 327,045  35.42%
Public Works Department Totals 151,777 151,402 146,255 170,394 168,030 787,858  85.33%

OTHER AGENCIES CITY HALL, PUBLIC BLDGS, MISC. 10,790 16,590 20,290 15450 8659 71,779 7.77%

COUNCIL ADOPTED FIVE-YEAR CAPITAL PROGRAM 174,903 180,772 179,525 198,469 189,675 923,344  100.00%

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

Funding for Pension Liabilities

The City’s property tax levies for its former closed pension funds that have been merged into the Minnesota
State Public Employees’ Retirement Association (PERA) for 2020 total $14.8 million, a decrease of $8.5
million from 2019 associated with state action to restore the MERF funding deal. Since 2015 the State
legislature has reduced PERA’s out year investment assumptions from 8.5% to 7.5 percent which lowers
the assumed out year investment returns, increases the unfunded liability amounts and therefore the annual
funding requirement. The three merged funds include:

* The Minneapolis Employee’s Retirement Fund (MERF) Division of PERA — fully merged in 2015.
* The Former Minneapolis Police Relief Association (MPRA), a closed fund.
* The Former Minneapolis Fire Relief Association (MFRA), a closed fund.

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 percent its levy. For 2020, the City will levy $2.3 million for TRA to insure that net
collections provide the $2.25 million. For the purpose of long-term planning, it is anticipated that these costs
will remain constant and end by 2040.
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Public Employees Retirement Association (PERA), the plan for most current City employees:

The employers’ contribution level in PERA's Coordinated Plan for 2020 is 7.5 percent, and the PERA’s Police
and Fire Plans’ employer’s contribution remains at 16.95 percent, both same as in 2019. The estimated
total cost of contributions to PERA for the City exclusive of its independent boards for 2020 is $39.0 million,
which is covered in the budgets of the departments in which the employees work.

2019 2020 Change

(in_ millions)
PERA $ 193 $ 16.6 § (2.7)
PERA Police & Fire $ 215 § 224§ 0.9
Total $ 408 $ 39.0 $ (1.8)

Funding for Internal Services Funds’ Long-Term Financial Plans

During the 1990s, external demands negatively impacted the ability for revenue to support the
City’s 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. Fortunately, due to efforts in recent budget cycles, 2014 was the final year of
these transfers. The elimination of this obligation will allow General Fund resources to be redeployed
to other purposes in future years.

Growth in Personnel Costs

Personnel Changes. The 2020 Council Adopted Budget increases the Full-Time Equivalent (FTE)
count of City positions by 35.6 over the 2019 Council Adopted Budget, exclusive of the City’s independent
boards, from 4,251.8 to 4,287.4 FTEs.

Salary and Wages. The 2020 Council Adopted Budget includes an increase in personnel expenditures
($357.9 million in salaries and wages, compared to a 2019 total of $352.2 million), excluding the City's
independent boards. It also includes $148.6 million in fringe benefits, compared to $145.9 million in
2019, exclusive of the City’s independent boards.

Benefits. Health and dental insurance expenditures are budgeted to decrease from $76.6 million in

2019 to $62.1 million in 2020, exclusive of the City’s independent boards. This is a decrease of $14.5
million or 19.0 percent due to projected better medical insurance rates.
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Major Changes in the 2020 Council Adopted Budget

As a starting point for 2020 budget development, departments were provided a preliminary budget amount
and asked to submit, for existing programs, proposals that would provide for the continuation of those
programs at the same level of service, or the Current Service Level. Departments were also asked to submit
supporting documentation for any change items to current programs or any new programs. The changes
to ongoing departmental programs, along with new initiatives recommended for funding or implementation,
are noted below. Change items proposals not funded in the Council Adopted budget are not included.

The 2020 Council Adopted Budget includes initiatives that have citywide implications. This budget includes
the prudent use of accumulated fund balance from various funds for one-time or time-limited activities.
These resources were generated through fiscal restraint that resulted in under-spending in City departments
and through revenues that exceeded budgetary expectations due to continued growth in the local economy.

Departmental Changes

The table below outlines additional funding included in this budget beyond the current service level. Detailed
descriptions of each change item can be found in the Operating Departments section of this budget book.
Some departments' budgets were right-sized with Base Cuts. Those cuts are outlined in the table below
but do not have accompanying change item descriptions in the Operating Department Sections. All figures
below are shown in thousands of dollars.

General Fund Other Funds
Department & Change One-Time Ongoing | One-Time Ongoing
City Attorney 150 (150) — —
Develop Trauma-Informed Domestic Violence Programming 75 — — —
Alternative to Cash Bail 75 — — —
Victim Witness Specialist — — — —
Base Cut - City Attorney — (50 — —
Eliminate Vacant FTE — (100 — —
City Clerk 160 — — —
Data Review & Redaction - Enterprise Funding 25 — — —
Esri Redistricting Application 35 — — —
I?_’egislative Information Management System (LIMS) - Phase 100
City Coordinator 2,027 1,050 — —
Creative City Challenge 100 — — —
Enterprise Engagement 50 — — —
Partnerships 485 — — —
Senior Advisor to the City on Exploitation and Human
Trafficking 52 — — —
Transgender Equity Summit 15 — — —
Sustainability 350 260 — —
Public Service Area 600 700 — —
Promise Zone Coordination 50 — — —
Rent Stabilization Study 125 — — —
Transgender Equity — 90 — —
911/MPD Workgroup & MPD Efficiency Study 200 — — —
City Council — 250 — —
Council Staff Salary Schedule Update — 250 — —
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Civil Rights — 313 — —
Contract Compliance Officer Il — 114 — —
Labor Standards Investigator — 90 — —
Program Assistant — 40 — —
Wage Theft Enforcement — 69 — —
Communications 85 — — —
Cultural Media Contracts 55 — — —
Video Services, Maintenance, Hosting & Streaming Service

Contracts 30 — — —
Convention Center — — 200 —
Events Program - Meet Minneapolis — — 200 —
CPED 5,640 4,479 8,450 6,264
Affordable Housing Trust Fund (AHTF) (700) 1,500 3,450 5,514
Cultural Districts: Co-op and Employee Owner Opportunity

Fund 100 — — —
Cultural Districts: Commercial Property Development Fund 700 — 2,000 —
Cultural Districts Art Fund 100 — — —
Cultural Districts: Expand Great Streets Facade Program — — 200 —
Expand Staffing for Small Business Team — 100 — —
Great Streets Real Estate Gap Financing — — 500 —
Homeowner Rehab Program — — — 750
Legal Services for Rental Repairs 100 — — —
Low Barrier Housing Initiative 250 — — —
Minneapolis Homes 2,000 — — —
Naturally Occurring Affordable Housing (NOAH) 3,000 — — —
Office to End Homelessness — 50 — —
Stable Homes, Stable Schools (350) 3,350 — —
TechHire 250 — — —
Tenant Hotline 125 — — —
CPED Base Cut — (362 — —
Village Financial — — — —
MPHA Energy Efficiency Improvements — — 2,300 —
Cooperative Technical Assistance Program (CTAP) 50 — — —
Payday Lending Refinancing 75 — — —
CPED One-Time Reduction (60) — — —
CPED TOD Vacancy — (159 — —
Downtown Assets — — 845 —
Downtown Assets - Commons — — 820 —
Downtown Assets - Special Events — — 25 —
Elections 3,910 200 — —
2020 Presidential Election: Multiple Early Vote Centers 3,910 90 — —
Supervisor, Election Administration (Voter Outreach &

Education) — 110 — —
Finance & Property Services 150 (80) — —
Asset Management Strategy 150 — — —
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General Fund Other Funds
Department & Change One-Time Ongoing | One-Time Ongoing
Credit Card Fees for Utility Billing — — — —
Grants Oversight — — — —
Expanded Internal Investment Strategy — (80 — —
Fire Department — 150 — —
Add Civilian FTEs — 90 — —
Personal Protective Equipment — 150 — —
Base Cut - Fire — (90 — —
Health Department 912 390 — —
Children's Saving Account 50 — — —
Environmental Youth Development STEM Pathways — 45 — —
Fast Track 50 — — —
Group Violence Intervention Southside Expansion 225 75 — —
Healthy Living in Low-Income Housing 25 — — —
Lead Poisoning & Asthma Prevention — 60 — —
Health Inspectors 55 — — —
Opioid Response 300 105 — —
Base Cut - Health Department (30) — — —
Intimate Partner Violence Intervention Initiative 50 — — —
Office of Violence Prevention Fund 37 105 — —
Part-Time Youth Workers in Cedar-Riverside & Seward
Neighborhoods 50 — — —
Crime Reduction for Ventura Village/Phillips West/Stevens
Square 100 — — —
Human Resources 2,250 (50) — -
Human Capital Management System ((HCMS) - Includes
Payroll Management) - Phase I 2,250 - - -
Base Cut - Human Resources — (50 — —
Information Technology — — 450 30
Cybersecurity Staffing — — — 30
Enhanced Disaster Recovery — — 450 —
Neighborhood & Community Relations (835) 3,000 — 200
Aging Support Services 140 — — —
Office of Immigrant & Refugee Affairs Partnership Agreement
Funds Increase 25 — — —
Cultural Communities Partnership — — — 200
Police Department 1,106 2,385 789 (1,090)
Automated Pawn System / Workforce Director System 220 218 789 (1,090
Civilian NIBIN Workforce Development — 116 — —
Co-Responder Program 300 — — —
Community Navigators — 93 — —
In-squad Mobile Video Recorders (MVR) (62) 240 — —
Investigations — 100 — —
Public Safety Cameras — 60 — —
Additional Recruit Class & Training Investment 735 1,558 — —
Base Cut - Police (87) — — —
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Advanced Mobility
Street Lighting/Litter Pick Up - Cultural Districts

Expanded Service: Winter Corner Clearing and Green
Infrastructure Maintenance

Vision Zero Safety Initiatives

Parking Fund Capital

Downtown Public Safety Partnerships
Loring Greenway Maintenance

Expanded Animal Care at MACC
Permanent Part Time Traffic Control
Phased Sunset of the Revolving Fund

Tenant Navigator
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Property Tax Revenue

The City’s 2020 Council Adopted Budget includes an overall property tax levy of $374.3 million. This levy
reflects the combined total for the City, the Minneapolis Park and Recreation Board, and the Municipal
Building Commission (MBC) levies, as well as the Library referendum levy which is a $10.3 million market
value based tax levy. The 2020 recommended levy is $24.3 million more than the 2019 Council Adopted

levy of $350.1 million.

Property Tax by Entity - $374.3 Million

Pensi 4.09
ensions % MBC 1.4%

TRA 0.6%

Park Board
18.6%

Library Ref
2.8%

City 72.6%

City of Minneapolis — Financial Overview 47 2020 Council Adopted Budget



HOME

Historical Property Tax Revenue by Year
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Property Taxes on Individual Properties

Several factors beyond the change in amount levied affect the annual change in property tax owed on a
particular property. These factors include the tax base composition within property classifications, the tax
rate of the jurisdiction, growth or decline in the value of other properties within the jurisdiction, properties
placed in tax increment financing districts, improvements to a property, as well as other factors. Each of
these variables may change on a yearly basis, occasionally resulting in sizable changes in the amounts of
property taxes assessed to any one property.
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The following table shows the estimated market values and corresponding tax capacity by property group
for the July 31, 2019 assessment utilized for property taxes payable in 2020 based on preliminary numbers.

City Portion of a Property Tax Bill with 6.95% Levy Increase

Non-Homestead Residential

Market Value Tax in 2019 Tax in 2020 Change % Change
191,000 1,095 1,146 51 4.7%
264,500 1,486 1,587 101 6.8%
366,000 2,068 2,196 128 6.2%

Assumes lower value residential property market value increased by 4% and higher value
increased by 6%

Homestead Residential

Market Value Tax in 2019 Taxin 2020 Change % Change
191,000 975 1,030 55 5.6%
264,500 1,400 1,509 109 7.8%
366,000 2,033 2171 138 6.8%

Assumes lower value residential property market value increased by 4% and higher value
increased by 6%

Apartment
Market Value Tax in 2019 Taxin 2020 Change % Change
752,500 4,942 5,610 668 13.5%
5,000,000 32,844 37,278 4,434 13.5%

Assumes median apartment property market value increased by 12.8% (not including new
construction value)

Commercial
Market Value Tax in 2019 Taxin 2020 Change % Change
401,000 2,726 2,950 224 8.2%
5,000,000 37,366 40,181 2,815 7.5%

Assumes median commercial property market value increased by 6.8% (not including new
construction value)
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2020 Estimated

Group Market Value % Total Tax Capacity % Total
Commercial 10,842,095,400 19.4% 214,120,962 30.6%
Industrial 1,211,582,500 2.2% 23,735,739 3.4%
Residential 33,415,858,100 59.8% 337,680,629 48.3%
Farm 1,527,600 0.0% 15,276 0.0%
Apartment 10,390,928,800 18.6% 123,032,866 17.6%
Other 25,678,900 0.0% 342,278 0.0%
Subtotal 55,887,671,300 100.0% 698,927,750 100.0%
Estimated Change in Tax Capacity by Property Group
0o, —
15.0% 12,29
10.0%
5.0%
0.0%
-5.0%
-10.0%
11.7)%
15.0% (11.7)%
Commercial Industrial Residential Farm Apartment Other

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 2020 based on preliminary numbers from the City and
County assessors:

For Payable in 2020*

Real Estate Tax Capacity 698,927,750

Personal Property Tax Capacity 10,789,838

Gross Tax Capacity 709,717,588

- Less Tax Increment -54,000,000

- Less Fiscal Increment Value Captured -61,000,000
- Less Fiscal Disparities Contribution -83,291,299
Adjusted Net Tax Capacity 511,426,289

* Property Values July 2019 estimates only at this time
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Change in Market Value for Taxes Payable Year-Over-Year
Taxes Payable in: Commercial/lndustrial* Residential Apartment
2006 11.4% 12.9% 6.8%
2007 11.8% 6.4% -1.2%
2008 10.4% 2.6% 3.3%
2009 1.3% -3.1% 1.8%
2010 -0.1% -3.6% 0.5%
201 -9.8% -4.4% -6.7%
2012 -4.5% -9.1% -5.2%
2013 0.5% -5.4% 2.8%
2014 0.6% 0.7% 8.5%
2015 3.3% 8.7% 27.8%
2016 16.4% -10.5% 6.1% 29.8%
2017 11.5% 6.6% 6.6% 18.2%
2018 10.1% -6.7% 7.7% 13.9%
2019 8.4% 3.6% 9.9% 19.3%
2020 5.8% 5% 5.7% 13.3%
* Industrial property is now reported separately from commercial property.
Source: City Assessor’s Office and County Assessor's Office
2020 Council Adopted Property Tax Levies
% Change $ Change
Fund 2019 2020 From 2019 From 2019
General Fund 201,345,000 228,149,000 13.31% 26,804,000
Minneapolis Park Board 65,740,000 69,506,000 5.73% 3,766,000
Bond Redemption 41,510,000 43,830,000 5.59% 2,320,000
Pensions (MERF, MPRA, MFRA) 23,310,000 14,810,000 -36.47% -8,500,000
Board of Estimate and Taxation 210,000 0 -100.00% -210,000
Municipal Building Commission 5,256,000 5,414,000 3.01% 158,000
Teachers' Retirement 2,300,000 2,300,000 0.00% 0
Library Referendum Debt Service 10,300,000 10,300,000 0.00% 0
Total 349,971,000 374,309,000 6.95% 24,338,000
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Strategic and Racial Equity Action Plan —

Overview

Every four years at the start of a new elected term, the City of Minneapolis engages in strategic planning
to set the four-year vision and goals for the City. This year, the City created a revised strategic planning
process that integrates strategic planning and racial equity action planning into a joint plan built on the City’s
Comprehensive Plan.

The Strategic and Racial Equity Action Planis used to prioritize work and guide resources toward
strategies and actions that address the root-causes of racial disparities and improve outcomes for Black,
Indigenous, and People of Color communities. The plan outlines a set of policy and operational priorities
that the City will address in the next three years. It creates clear alignment of work from leadership to
departments and defines goals at all planning levels which can be objectively measured. Ultimately, the
plan provides a common focus and gives direction to City leaders in the development of operational plans
and activities.

The City of Minneapolis created the Strategic and Racial Equity Action Plan to ensure implementation of
racial equity goals in its work and service delivery. By focusing on a small group of priorities, the City will
be more successful in its efforts to embed racial equity principles and strategies into goals, operations,
programs, services, and policies. We expect to achieve successful outcomes, and address racial inequities
in our city, through effective development, execution, and measurement of the Strategic and Racial Equity
Action Plan.

Vision

Minneapolis is an intentionally compassionate city where each of us can reach our full potential while caring
for one another, eliminating racial disparities, improving our environment and promoting social well-being.
We lead in innovative and creative ways, focused not only on our present needs, but also the success of
future generations.

Mission

Our City government takes strategic action to address climate change, dismantle institutional injustice and
close disparities in health, housing, public safety and economic opportunities. In partnership with residents,
City leaders help to ensure all communities thrive in a safe and healthy city.

Values

* Equity: City government works side-by-side with community members to engage all voices,
creatively problem solve, and build trust, particularly with those who have been most impacted by
inequities. This helps to ensure that opportunities are accessible to everyone.

» Safety: People have a strong sense of security and can live peacefully in safe neighborhoods,
knowing that City government is accountable for responsive and proactive public safety services.

* Excellence: To achieve the best outcomes and the highest quality service, we are forward-thinking
and exhibit competence, professionalism, and integrity, and strive for personal growth.
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* Welcoming: All individuals are welcome, regardless of race, ethnicity or place of origin, gender
identity or religious affiliation. This enhances Minneapolis’ cultural fabric, economic growth, global
competitiveness and overall prosperity for current and future generations.

* Stewardship: We serve as trusted stewards of financial, environmental, social, and physical
resources, recognizing that resources are for the common good today and tomorrow. We seek
solutions that reflect our long-term commitment to end suffering in our city.

* Transparency: People can trust City government and hold them accountable for making and
communicating decisions grounded in accurate information and integrity. We build credibility by
accepting feedback, owning our actions, and providing reliable follow-through.

* Health: To achieve physical, emotional and mental health, we all work to ensure equitable access
to healthy food, recreational opportunities, natural amenities, positive youth development, and
walkable neighborhoods.

Goals
Public Safety: The City prioritizes collaborative and community-inclusive strategies to ensure safety for all
members of our community.

Housing: The City prioritizes equitable access to safe, stable, accessible, and affordable housing to eliminate
racial disparities in housing.

Economic Development: The City prioritizes economic inclusion so that all workers and families are
supported and People of Color, Indigenous and Immigrant (POCII)-owned businesses in all sectors can
thrive.

Public Services: The City prioritizes reliable and equitable access to high-quality public services.

Environmental Justice: The City prioritizes sustainable practices and renewable resources to equitably
address climate change while restoring and protecting our soil, water and air.

Built Environment & Transportation: The City prioritizes high quality neighborhoods, streets, infrastructure
and equitable access to multimodal transportation in all parts of the City through thoughtful planning and
design.

Public Health: The City prioritizes positive youth development so that all children can grow healthy and
safe.

Arts and Culture: The City prioritizes arts and culture as an important part of inclusive economic
development and placemaking in our communities.

Operational Priorities
Spend diversity: Increase the percent count of, and spend with, racially and ethnically diverse for-profit
suppliers across all departments.

Racially disaggregated data: Improve the use of racially disaggregated data for decision-making in the
legislative process.

Community Engagement: Improve the capacity of appointed boards and commissions (ABCs) to advance
the City's racial equity work.

Workforce: Increase the hiring and retention of People of Color and Indigenous People in the City’s
workforce.
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City of Minneapolis
2020 Budget
Strategic Planning
Annual Budget Process

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

January-early April

Analysis of what a department accomplished over the past year leads it to assess its business plan and
make appropriate changes to the plan for the next year. Featured elements are reported and the reports
made public. This analysis and reporting is the Department Results Minneapolis program.

March

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 not available until the second quarter of the year.

March-April

The City has a five-year capital improvement plan. The departments prepare and modify capital improvement
proposals on an annual basis. Finance and Property Services, Community Planning and Economic
Development (CPED), and the Capital Long-Range Improvements Committee (CLIC) review capital
improvement proposals of the departments. CLIC is the resident advisory committee to the Mayor and the
City Council on capital programming. Capital improvement proposals are due on or around April 1st each
year.

April-dJune

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.

From April through June, the CLIC Committee reviews capital requests, hears presentations from submitting
departments and rates the capital requests. They prepare comments about projects and summarize their
final recommendations in a report called “The CLIC Report” which is provided to the Mayor and City Council
in mid-July as the starting point for their decisions on the Five-Year Capital Plan.
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June-August

The 2020 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,
and staff from 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 of each year.

September

As arequirement of State law, the maximum proposed property tax levy increase is authorized by September
30, 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 Minneapolis Parks and Recreation Board.

September-November

The City Council budget review and development process begins with a series of public hearings on the
budget. Departments present their Mayor’'s Recommended Budget to the Ways and Means and Budget
Sub-committee which is comprised of all Councilmembers. Following departmental budget hearings, the
Ways and Means and Budget Subcommittee amends and moves forward final budget recommendations
to the full City Council. The Committee-recommended budget includes any and all changes that are
recommended by the Committee to the Mayor's Recommended Budget.

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 based upon the preliminary
levies approved in September. These statements also indicate the dates when public hearings will be held
to provide opportunities for public input. State law was changed in the 2009 legislative session to eliminate
a separate TNT hearing in lieu of a mandate to allow public comments at the meeting at which the final
budget adoption occurs. The City Council has maintained a separate 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., on a date after November 24.

December

The City Council adopts a final budget that reflects any and all changes made by the full Council to the
Mayor's Recommended Budget. Once the final budget resolutions are adopted, requests from departments
for additional funds or positions made throughout the year are to be 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.
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January February March
April May June
July August September
October November December
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City of Minneapolis
2020 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.

Basis of Budgeting

The basis of budgeting and accounting are the same, except as noted below. The budgets of allgovernmental
funds are created using the modified accrual basis. Revenues are budgeted if they are measurable and
available as net current assets. Major revenues determined to meet these standards for accrual and
budgeting 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 budgeted, but interest on special
assessments receivable is notbudgeted. 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.

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 (OPEB) 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 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. Encumbrances and other requests
may be approved during the roll-over process after year end [see re-appropriation authority in the Authority
of Finance Officer Section].

Purchase orders, certain contracts, and other commitments are recorded as encumbrances, which may
reserve appropriation authority. Encumbrances outstanding at year-end are reported as restrictions of fund
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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 process.

Proprietary Funds vs Discretionary Budget

Proprietary funds include only those internal service and enterprise funds that are considered separate and
subject to the intended purposes of those internal services and enterprises. Discretionary budget is the
appropriation that is included as part of a department’s base budget, but which is not associated with the
need to fund the costs of a given position within that department. Whenever discretionary budgetis assigned
to support a given position on an ongoing basis, it will remain in the base budget but will no longer be
considered discretionary.

Service Levels

The City uses a Current Service Level methodology of budgeting, meaning any ongoing service level
commitments from a prior year constitute the starting point for the next year’s budget. Finance and Property
Services, in conjunction with other internal service providing departments, works annually to determine the
costs for the continuation of current services into each successive year.

Departments, programs, and activities supported by the General Fund shall receive a target allocation each
year to cover assumed expenses for operating costs including: personnel (including salary and fringe),
internal services (including IT, Fleet, Rent, etc.), and self-insurance. Departments, programs, and activities
supported by non-General Funds shall cover current service level operational expense, including General
Fund Overhead expense, with fund revenues.

Changes in service levels shall be governed by the following:

Budget Process

The annual budget process is intended to weigh all competing requests, also known as Change Items,
for City resources within expected fiscal constraints. Requests for new programs or activities, or
expansion of existing programs or activities, shall be submitted as a part of the annual budget process.
These submissions shall conform to a format as prescribed by the Budget Director, and shall - at a
minimum - separate operating expenses from programmatic expenses, and articulate what outcomes
are expected as a result of the new level of service.

Personnel Expenses

The Budget Office, in conjunction with the Human Resources department, will establish the current
service level budget appropriation for each department. Departments are to account for the salaries and
benefits of permanent employees within these budget appropriations.

Factors considered in this current service level budget appropriation for personnel include:

» Salaries. Each position, active as of March 15t will be budgeted at the enterprise-wide average
step for its job class, recognizing that some incumbents are paid at a grade higher than the average
and others lower. In addition, all newly created job classes will be budgeted at step 4 of their
assigned salary range. Exceptions may be granted on a case by case basis at the discretion of
the Budget Director. Departments may request an exception only if they can provide replicable
data showing that employees in a particular job class are paid higher on average in their department
than the enterprise.

+ Overtime. Unless specifically directed by the City Council, overtime costs are notincluded in salary
budgets.

« Premium Pay. Different types of premium pay, such as shift differentials, on call pay, etc., will be
included in salary budgets to the extent that it is predictable that such costs will be incurred. The
Budget Office will work with Human Resources to identify where and to what extent that predictability
exists.
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* Health Insurance & HRA/VEBA. The Budget Office will work with HR to determine reasonable
assumptions for health insurance & HRA/VEBA expense for each department. As an enterprise
roughly 60% of employees elect family coverage and 40% elect single coverage. Exceptions may
be granted on a case by case basis at the discretion of the Budget Director. Departments may
request an exception only if they can provide replicable data showing that their employees elect
coverage at a different rate than the enterprise average.

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. If the department cannot meet
its obligations within its adopted budget, as identified in ongoing cooperation with Finance and Property
Services, the department may seek budget amendments through requests to the City Council via the
Ways & Means Committee.

In the event that service levels are not able to be maintained with the current complement of budgeted
FTEs as monitored and reported through the Results Minneapolis process and other mechanisms,
departments may seek to temporarily expand staffing beyond the number of approved FTEs to meet
business needs if the department has exhausted the potential to reallocate existing, vacant positions.
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 if or when
the need for service declines. Budget impacts shall be monitored in cooperation with Finance and
Property Services throughout the year.

Adding FTE Administratively
Departments may increase their approved FTE complement administratively during the year if they have
sufficient discretionary ongoing budget to do so. In cases where departments decide to take such action,
the full cost of adding the FTE will be reduced from the following year’s discretionary base budget amount
in order to pay for the increase.

Position Reclassification and Promotions

During the year departments may, in consultation with Human Resources, decide to reclassify positions
and/or promote staff between job classifications - so long as funding exists to support any additional
expenses incurred as a result of this action. In cases where departments incur additional salary expense
associated with reallocation or promotion, the marginal increase will be reduced from the following year’s
discretionary base budget amount.

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.

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 annual budget-setting process or as part of the department’s
discretionary 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 non-CIP capital requests. Subject to review by Finance and Property
Services and the internal service fund staff, the additional cost and/or service may be funded through
the cost recovery model in the subsequent budget year using the approved allocation methodology.
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Elected Official Budgets

A year-end deficit of up to 25% will be allowed for each ward and the Mayor's office budget with the
exception of the final year of their term (but not for two consecutive years). The deficit will be offset by
a corresponding reduction in the Council Member or Mayor's office budget for the current 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 re-appropriated following the final year of the term.

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. City departments update their major financial projections prior
to their final submission to the Mayor and Council.

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.

Grant Funded Programs

General governmental programs financed with grant awards may 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 may be substituted only after all competing program
priorities are considered during the annual budget process. Grant programs that require an ongoing 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.

Grant Funding in the Five-Year Financial Direction
All appropriations of grant funding require Council approval. Any department applying for grant funding
should be aware of the effect on its budget.

Budget effects include, but are not limited to, such items as:

* local match requirements;

» additional costs for maintenance, operation, and replacement of equipment and other capital
assets purchased with grant funding; or,

* requirements for maintenance of a minimum staffing level and/or maintenance of effort
contribution after the grant ends.

The department requesting the approval and acceptance of grant funding shall determine the amount
of additional City resources that will be required to fund any local match requirement as well as 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 the application, acceptance and/or entering into the grant
agreement.

As a condition of accepting the funds, the Council shall identify the amount and source of permanent
resources - by adding to, or repurposing within, existing budgets - necessary to fulfil any ongoing
commitments associated with the acceptance. If necessary, the Council shall amend the Five-Year
Financial Direction to reflect any such changes. In the event the Council fails to provide budgetary

City of Minneapolis — Financial Policies 62 2020 Council Adopted Budget



HOME

resource necessary to fulfill ongoing commitments associated with the acceptance of a grant, the
receiving department shall be responsible for absorbing the costs of those ongoing commitments into
their existing budget.

See below for additional grants management policies in the Administrative Policies section of this document.
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ALLOCATION MODEL POLICIES
The City employs cost allocation models for a variety of purposes:

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

* Internal Service Funds cost recovery.

» To support activities and services of departments which are funded by the General Fund and provide
services to other departments which are supported by other fund types.

* 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. In addition, cost allocation models should conform to the following principles:

+ Costallocation models should recover indirect labor, depreciation, general and administrative costs,
and costs from other allocation models.

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

» Cost allocation models should be reviewed and updated annually.

» Costs shall be allocated to the fullest extent possible. When feasible, 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.

General Fund Allocation Model

The City will recover costs within the General Fund related to services it provides to non-General Fund
departments. 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 overhead allocation model will adhere to the applicable policies set forth for Internal
Service Funds.

Internal Service Funds (ISFs)
All ISFs use cost allocation models to recover costs.

Fleet Services Division (Equipment Services Fund)
The Fleet Services Division (FSD) of the Public Works Department procures, equips, and maintains an
enterprise-wide fleet.

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 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 funding through the annual budget process, or provide
funding through their discretionary budget, for additional units or the underfunded portions of
replacement units.
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i. The purchase of a Fleet unit may be funded from a number of different sources including
but not limited to: accumulation in the 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 annual budget process or
discretionary budget.

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 or the
City Coordinator or designee, if it is determined that an enterprise fund or internal service
fund 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 and accounting system. Cost recovery schedules are
available from FSD.

v. The rental fee for each unitincludes 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. Departments with a history of claims or tickets against the City may be required by the City
Coordinator or designee to set and maintain a balance and related discretionary budget in
the self-insurance fund to reduce the financial impact of such claims. Any uses of the
balance and related discretionary appropriation should be replaced in the following year
budget; a decrease in the history of claims or tickets against the City should cause a
reduction of the balance and return of the discretionary appropriation to the department.

viii. All other charges associated with the unit will be charged to the benefitting department.

Information Technology (Intergovernmental Services Fund)
The Information Technology (IT) department provides enterprise-wide purchasing, strategy,
development, and maintenance services for the City’s IT infrastructure.

IT Defined

For the purposes of this document, IT is inclusive of hardware - including handheld equipment that
requires City-maintained software to function, and software - including software as a service (SAAS)
applications. IT does not include salary costs of business-side application managers.

IT Acquisitions
All IT shall be purchased through the IT department. Exceptions may be granted on a case by case
basis with the approval of the Chief Information Officer, or the City Coordinator or designee. An IT
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Governance Committee, composed at minimum of the City Coordinator, Chief Finance Officer, and Chief
Information Officer, shall review all proposed IT purchases annually and may recommend a set of priority
IT projects based on current resource constraints and applicable City values, goals, and objectives.

Except for the acquisition of new desktop or laptop computers as part of the City’s annual refresh cycle,
the IT allocation model shall not collect in advance to cover costs associated with the purchase of new
IT.

IT Licenses and Maintenance

The IT allocation will include funding for application licenses and maintenance contracts for all IT systems
which have been expressly approved by the City Council - including increases to license or maintenance
fees upon contract renewals. The IT allocation will also include recovery of administrative costs and
fund an adequate reserve as defined in these policies.

The IT allocation will not include application licenses or maintenance contracts for IT systems developed
or procured at department discretion.

Self-Insurance (Excluding Medical and Dental Self-Insurance)
The Risk Management division of the Finance & Property Services department manages the City’s self-
insurance program.

The Self-Insurance allocation for Worker’s Compensation and Tort Liability will recover costs to pay
claims and other legal liabilities. Estimates for Worker’'s Compensation and Tort Liability are developed
by an outside actuarial firm and assessed to departments based on historic experience.

Legal Services (Self-Insurance Fund)
The Civil division of the City Attorney’s office provides legal services for all City departments.

The Legal Services allocation will recover costs to pay for legal services for city departments and city
officials as necessary and prudent. Estimates are based on historic usage of legal services by each
department.

Property Services (Property Services Fund)
The Property Services division of the Finance & Property Services department provides leasing, space
management, construction management services and security services to all City departments.

The Property Services allocation will recover costs of providing the services listed above. Rent estimates
will be based on all known information as of March 1 of the year prior to the year for which costs are
being allocated. Any additional rent costs beyond what is included in the allocation are the responsibility
of the department incurring the expense.

One-Time Costs Assessed
One-time cost increases may be assessed to internal service funds 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 are based upon standard practices for
allocating costs. The method and procedure to calculate the prorated costs and collection of the charge are
finalized and communicated to the Independent Boards by December 31 of each year in accordance with
the City’s revenue policies.
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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.

Revenues Default to General Fund

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

Shared Revenue Distribution

Subject to annual review as part of the budget process, 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
revenues covered by this policy 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 may include, but are not limited to, closed pension
obligations, 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
described to allow for maximum transparency and should be considered within the context of the impact on
the overall organization and the ability to provide for such adjustments.

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 and availability of revenue. 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:

* 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.

* Forthe City’s General Fund, the funding amount shall exclude the General Fund Overhead recovered
from the Park Board, MBC, and others.

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. Such
adjustments will be reviewed and made subject to the annual budget process.
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Local Sales Taxes

The City receives five different sources of local taxes related to entertainment, food and beverage, general
retail, and lodging. These local taxes are collected by the State of Minnesota’s Department of Revenue
and detailed in the State’s Sales Tax Fact Sheet 164M. The use of these local taxes are broadly authorized
by state laws and statutes and, more narrowly, by annual budgetary decisions by the Mayor and City Council.
The following shall guide the City’s use of sales tax resources within the Downtown Assets Fund and the
associated transfers to the City’s general fund:

+ Entertainmenttaxes as defined in Laws of Minnesota 1969 Chapter 1092 can be used for any purpose
and are not pledged to any particular operational or capital use. A portion of the entertainment taxes
will be utilized within the Downtown Assets Fund for operating costs of assets that are not the
convention center or marketing costs. The remainder will be transferred to the City’s general fund.

+ Sales taxes related to the downtown food and liquor taxes, as well as the lodging taxes, as described
in Laws of Minnesota 2012, Chapter 299, Article 3, Section 3 shall first be utilized for:
o The payment of debt service obligations on the City’s Convention Center.
o The payment of debt service obligations on the City’s basketball arena.
o The payment of the applicable portion of the State of Minnesota’s debt service obligations
and annual capital and operating cost contribution for the MSFA and its stadium

* Any remainder of the downtown food and liquor taxes, the lodging taxes, together with the 0.5%
general sales may then be used for:

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

o Reserves necessary for the City’s convention center and its basketball arena and financing
related to these facilities.

o Economic development.

o Capital projects generally and any debt service associated with capital projects.

For purposes of the City’s annual general fund budget that is supported by local sales taxes, economic
development may include a portion of the operations of the Community Planning and Economic Development
department, and a portion of any other general fund supported department that enhances the economic
vitality of the City.

For purposes of the budget, capital projects can include any general fund cash or debt service for a capital
budget item in the City’s capital budget in the current year or any prior year budget, either at the original
adoption of the budget or added subsequently through amendments.

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 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 schedules shall be reviewed with Finance and Property Services and approved by the
Council on an annual basis.

Cost of Service

The City shall establish user charges and fees at levels that reflect 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.
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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.

Fines and Administrative Citations
Levels of fines shall be set according to legal guidelines, deterrent effect, and administrative costs.

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

» 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.

» 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).

» Special Districts. Assessments may be collected for the purpose of funding special districts to the
extent allowed by State statue, City Charter or Ordinance.

Method of Payment (Public Works and Park Board 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 and Chapter 10 of the City Charter. 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 also
determine the interest rate to be paid annually on all unpaid installments upon certification of the
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assessment based on market interest rates. Interest rates shall be determined annually for the new
projects to be assessed based on the Daily Treasury Yield Curve Rates in effect on December 1 of the
year prior to the property owner receiving notice of the public hearing of a proposed property assessment.
The interest rate will correspond to the anticipated term of the assessment plus 2 percent. An alternate
structure for timing interest accrual, shifting all interest to the principal balance, shall also be made
available to property owners. The first installment shall be payable in the year following certification of
the assessment role to Hennepin County and will be payable in the same manner as real estate taxes.
Property owners will receive a bill from the City in November of the year before their first payments are
due and can prepay this bill up to December 31% without incurring interest costs.

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% - 75% of construction project costs depending upon the nature of the
improvement project. 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.

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 shall be payable in the year following certification of the
assessed amount and in the same manner as real estate taxes.

Proceeds from Sale of Real Property

City Ord. Sec. 14.120 requires proceeds from the sale of City property used for municipal operations 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 and properties
associated with development purposes. The City’s Property Disposition Policy shall be reviewed and
updated on a regular basis.
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ADMINISTRATIVE POLICIES

Quarterly and Year-End Reporting

The Finance and Property Services Department will report to the Ways and Means Committee quarterly
and at 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 projected expenditures in excess
of authorized appropriations and/or revenues projected to be less than budgeted amounts.

Departments with unanticipated or projected year-end actual expenses in excess of authorized
appropriations and/or revenues less than budgeted amounts will report to the Ways & Means Committee
each quarter for the year following the year of overspending or under-collection of revenues, beginning with
the first committee meeting in April. This report should include information on 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 work with Finance and Property
Services to present a plan that reduces spending to meet authorized appropriations or otherwise addresses
the deficit.

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 shall prepare a Receive
and File notice for consideration by the respective home committee and the Ways and Means Committee
when the annual operating and maintenance cost of any technology project exceeds $50,000. This notice
shall 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 designee. The Finance and Property Services Department shall submit a
quarterly gift report to the City Council’'s Ways and Means Committee for approval. The quarterly gift report
shall contain the following information on each donation:

1) Name of recipient department;

2) Name of entity making gift;

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 acceptthe gift directly to the City Council’'s Ways & Means Committee. 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.

Grants Administration
The following provisions apply to the administrative of grant funds within the City.

Applications for Grants
Grant Applications require prior City Council approval if one of the following applies:
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More than one Department is applying for the same funds and prioritization is required;
Grant request exceeds $250,000;

Grant requires any local cash match;

Grant requires new hiring to implement the project;

The project, if funded, would require an expectation for the City to continue the funding;
The application appears to be inconsistent with the City’s Annual Budget;

The application appears to be inconsistent with the City’s Comprehensive Plan, Consolidated
Plan, or other adopted Plans or Policies; or

8. The application includes controversial or unclear elements.

Noogakwbd =

Acceptance of Grants

All grant awards need to be formally accepted by City Council and appropriated to a City grant fund.
Final, signed grant agreements should be sent to the Procurement Office to be scanned into the
financial software for storage.

Changes to Grants after acceptance

Any department which has received a grant shall notify the Finance and Property Services
Department of changes in the grant award or terms of the grant that occur after the grant is initially
awarded.

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. Purchases under $100,000, with minor
exceptions, shall meet the Target Market Program requirements, which can be found at the below link:

http://www.ci.minneapolis.mn.us/www/groups/public/@finance/documents/webcontent/
wcmsp-188040.pdf

Additional procurement policies and procedures are available for reference at:

http://www.ci.minneapolis.mn.us/finance/procurement/WCMS1Q - 003577.

Accounts Receivable Collections Policy

Services provided in advance of payment are recorded as accounts receivable. Invoices must be created
and recorded as receivables as soon as possible after a billing cycle ends or service is provided. Collections
of receivables are managed according to type and age. Collection methods may include the use of collection
agencies, cancellation of service and assessment of unpaid amounts to real estate property taxes.
Installment arrangements may be utilized to facilitate collections. Receivables that are in dispute or are
determined to be uncollectible will be processed in accordance with Minneapolis City Ordinance 509.920
or the Write-off section under the Accounts Receivable Policy depending on the receivable type. All efforts
to collect or resolve an outstanding receivable must be done in accordance with Federal Regulations, State
Statute and Minneapolis City Ordinance or Charter. Write-offs for delinquent billings shall be managed
using the allowance for doubtful accounts methodology rather than the direct write-off method.

PCI Information Security Policy

This policy has been created to ensure compliance with the Payment Card Industry Data Security Standard
(“PCI DSS”). The data that resides at and is transmitted from the City of Minneapolis merchant locations
includes cardholder data as defined by the Payment Card Industry Security Standards Council. Due to the
value of cardholder data and contractual requirements of processing credit cards, it is a high priority for the
City of Minneapolis to protect such data and maintain compliance with the Payment Card Industry Data
Security Standard.
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Central Requisitions and Receiving Policy

The City has developed a Central Requisitions and Receiving process for the purpose of improving and
strengthening practices relating to the procurement of goods and services as outlined on the City’s Finance
& Property Services Department internal website, accessible only to City staff, at the following link:
http://citytalk/finance/central/index.htm

Medical Self-Insurance

The City began implementing medical self-insurance on January 1, 2018. The City’s medical self-insurance
plan shall maintain adequate reserve balances as outlined in the reserve policies section of this document.
Funding of reserves shall be included in the premium rates paid by the City and employees. Medical self-
insurance reserves shall be used only for medical self-insurance purposes and not be allocated for any
other purpose. No interest earned shall be retained in and accrue to the medical self-insurance reserve.

If premium holidays (forgiveness of premiums for a set period) are granted, both the City and employees
will share in the premium savings on a pro rata basis according to the share of premium paid by each.

If the medical self-insurance fund is dissolved for any reason, the reserve shall be transferred to the City’s
remaining self-insurance reserves in the Self-Insurance Fund.

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.

Surplus Property Donation

All donations of surplus property must be in accordance with Minnesota Statute 471.3459, Minneapolis
Ordinance 18.160, Minneapolis Surplus Property Disposal Policy, and Minneapolis Surplus Property
Disposal Procedures.

Authority of the Finance Officer
The Finance Officer or his designee has the following authorities:

Related to Loans
» To make temporary loans between funds to cover any cash deficits at the end of each fiscal year.

Related to Capital and Debt

» To create or adjust appropriations in any fund to prepay bonds and facilitate transfers for debt service
and to make all appropriate transfers and payments relating to debt service and the administration
thereof.

» To call (prepay) bonds in advance of maturity for the following types of bonds: net debt, special
assessment, enterprise and tax increment provided sufficient excess cash resources are available.

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

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

Related to Appropriations and Transfers

+ To amend appropriations related to technical accounting treatment changes.

+ Toassignfundbalance inaccordance with GASB 54 based on analysis provided by the City Controller.

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

» 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
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Executed, with respect to any inter-fund loans, advances, residual equity transfers, or operating
transfers, or the repayment thereof.

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

+ To review 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.

+ 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.

* To make appropriation adjustments to correct any errors, omissions or misstatements to accurately
reflectthe intent of the City Council in adopting the Operating or Capital Budgetand/or any subsequent
City Council action.

+ Toadministratively increase or decrease capital project appropriations to reflect necessary reductions
whenever a revenue source is determined to be uncollectible or to increase appropriations upon
receipt of funds and/or a reasonable expectation of receipt of funds based on adopted Council
actions.

» 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.

+ 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:

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

Related to Expenditures and Public Purpose
» To develop, implement, and administer food and gift card policies and procedures in accordance
with the Public Purpose doctrine and other legal and accounting guidelines.

Related to Contracts

+ Tomake minorchanges toinsurance requirements, coverage and limits, defense and indemnification,
and similar provisions in contracts, after consultation with the City Attorney or their designee. Before
exercising this authority, the Finance Officer must first develop, implement, and administer a
procedure, in accordance with legal and risk management guidelines, describing the circumstance
under which changes may be acceptable and the reasonable limits to the changes which may be
made under this authority.

Related to Grants and CDBG

* 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.

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

+ To appropriate available grant balances.

Related to Claims Administration

«  To make the necessary adjustments in Subrogation 3" party claims, to take the necessary action to
increase 3" party payments and decrease write-offs to the City.

» To provide oversight of related-party or sub-recipient transactions using City or pass-through funds
to insure compliance with applicable rules and regulations.

Related to Interest Earnings
+ To administratively allocate interest earnings from any City fund as long as such allocations are
consistent with State law and federal regulations.
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Related to State Aids

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

+ 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.

Related to Rollover
» To re-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 a valid 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

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 fund balance in the General Fund equal to 17% of the
following year’s General Fund budgeted expenditures, not including transfers out, to be used for cash flow
purposes, unanticipated expenditures of a non-recurring nature, 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.

General Fund Operating Contingency
Each year, 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.

For all other funds, appropriate balances shall be maintained reflecting the nature of the accounts, including
the following:

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, and those
under the downtown assets umbrella fund, 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 three months of operating
expense, or 25% of the funds’ annual operating budget. This balance shall be maintained to ensure adequate
maintenance reserves, operating cash flow requirements, debt service requirements and legal restrictions.
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Where cost-effective access to capital markets is available and debt financing is regularly used, replacement
balances shall not be maintained in a manner which charges current consumers 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.
Alternatively, surplus cash reserves may be used for early debt retirement at the discretion of the Finance
Officer. Financing decisions shall consider the impact on user rates.

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

» Self-Insurance Fund shall maintain a cash balance equal to the unpaid claim reserves payable
amount on its balance sheet, as defined by the independent actuary plus 10% of the annual
department operating budgets within the fund. Net position within the fund should not fall below zero.

* Medical Self-Insurance Plan shall maintain a minimum cash balance of 35% of total annual claims.
Funding of the reserves shall be included in the premium rates paid by city employees.

* 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.

» Stores and Engineering Materials & Testing Funds shall maintain cash and net position equal to
15% of the fund’s annual operating budget. For the purposes of the cash and net position target,
the fund’s annual operating budget shall exclude purchases of construction materials for capital
projects.

Use of Fund Balances

Fund balance is the accumulation of prior 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.

City of Minneapolis — Financial Policies 76 2020 Council Adopted Budget



HOME

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.
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INVESTMENT POLICIES

Investment Policy and Strategy

It is the policy of the City that the administration of its funds and the investment of those funds shall be
regarded as its highest public trust. The Investment Policy of the City defines the parameters within which
funds areinvested. The policy establishes the framework for the City’s investment program to ensure effective
and judicious investment of the City’s funds. The Policy is intended to be broad enough to allow investment
officer(s) to function properly within the parameters of responsibility and authority, flexible enough to address
changing market conditions, and specific enough to safeguard investment assets. The receipt of a market
rate of return is secondary to the requirements for safety and liquidity. The earnings from investments are
used in a manner that best serves the interests of the City and its various specialized funds. The complete
current Investment Policy and Strategy, approved by the City Council is available at:
http://www.ci.minneapolis.mn.us/www/groups/public/@finance/documents/webcontent/wcms1p -

128032.pdf

Depositories

The Finance Officer is authorized to designate current City depositories pursuant to Chapter 118A and the
City’s investment policy. A list of eligible depositories shall be subject to a Council-approved request for
proposals process no less than every five years.
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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. 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. It identifies the
purposes and conditions under which TIF may be used, and the factors to be considered when evaluating
a developer’s application for TIF assistance. The policy states that TIF will only be used when the City has
the financial capacity to provide the needed public assistance and the developer can clearly demonstrate
that the development will be able to meet its financial and public purpose commitments. The City seeks to
recapture this public investment to the maximum extent feasible after allowing the developer a reasonable
rate of return on their equity. Pay-as-you-go TIF financing is preferable to tax increment bond financing since
repayment risk is assumed by the developer instead of the City. The City will only issue general obligation
(G.0.) tax increment bonds under certain strict situations that are specified in the policy. Only those public
improvements and public redevelopment costs directly associated with a proposed development project
can be financed using TIF. The City’s current Tax Increment Policy, as approved by the City Council, is
available at:

http://www.ci.minneapolis.mn.us/cped/resources/reports/cped tax increment policy

Tax Abatement Policy

The Policy for the Use of Tax Abatement for Historic Properties identifies the circumstances under which
the City will consider the use of tax abatement to support the substantial rehabilitation of designated historic
preservation properties. Proposed uses of tax abatements must achieve one or more identified objectives,
and the expected benefits to the City must at least equal the City’s costs. The City’s current policy, as
approved by the City Council, is available 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 (Tl) revenues must be segregated from all other revenues of the
City and maintained in separate Tl (special revenue) funds established for each TIF district. Anew Tl fund
is established whenever a new TIF district is approved. Qualifying expenses are charged to these individual
Tlfunds as they are incurred. If expenses are incurred before the TIF district has generated any Tl revenue,
then the Tl fund will experience a negative fund balance

When a Tl fund experiences a negative fund balance, this is considered an “interfund loan” by the Office of
the State Auditor. State statutes require that specific actions must be taken by the City to authorize these
types of loans. As part of the budget process, and for purpose of covering any temporary negative fund
balances in Tl funds, the City authorizes interfund loans (also referred to as “capital advances”) from other
Tl funds in the amount needed to offset any negative fund balances.

These loans do not result in the actual transfer of revenue between Tl funds, but rather the collective positive
fund balance of all the City’s Tl funds offsets any negative fund balances that may exist in a small number
of Tl funds. As Tl revenue is collected and deposited in a Tl fund that has a negative balance, the interfund
loan for that Tl fund is reduced and eventually paid off.

Housing Improvement Area Policy

The City’s Housing Improvement Area (HIA) Policy establishes the conditions under which HIAs may be
approved by the City Council, and provides a framework within which requests for the establishment of HIAs
will be considered. This Policy briefly describes the statutory requirements of HIAs, and includes a list of
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the City’s goals and objectives, guidelines, and minimum criteria associated with the use of this financing
tool. The administrative process and procedure for the establishment of HIAs in the City is also available
in separate documentation.

Development Program and Project Appropriation Expiration

Any appropriation for a CPED development program or project that hasn’t spent at least 75% of this
appropriation on tangible project activities within a four-year period (including the appropriation year) may
be subject to expiration. This test began with 2014 appropriations, which were subject to expiration at the
end of 2017 unless the above test was met.

The mechanism for tracking these appropriations shall be an annual “CPED Development Program and
Project Status Report” that is presented to the Economic Development & Regulatory Services Committee
and the Ways & Means Committee at the request of the chair of either committee. This report shall contain
the following information by individual program or project:

» Brief program or project description;

* Year of original appropriation;

» Total appropriation for the most recently completed fiscal year (including any appropriation amounts
rolled-over from prior years);

* Annual expenditures for the most recently completed fiscal year;

» Total outstanding encumbrances and Council commitments as of the most recently completed fiscal
year; and

* The unexpended and unobligated appropriation balance;

The 2019 report will contain information for calendar years 2015-2018, and will identify those

development programs and projects that have not expended at least 75% of their 2015 appropriation,
and the amount of the unspent 2015 appropriation that will expire, subject to review by the City Council.
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CDBG 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.

Administrative Allocations

The intent of the reprogramming policy 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 do 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 may 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 existing 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.
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PUBLIC PARTICIPATION POLICIES

Consistent with adopted City goals and values, the objective of the Department’s public participation policies
is to enhance the City's ability to meetfinancial and policy challenges by promoting a well-informed community
and by encouraging public input in the decision-making process. Financial and budget reports are available
on the City’s web site and in the Finance & Property Services Department offices in Room 325M City Hall.

Financial Reports

Information regarding the City budget and, financial statements shall be available to residents in various
formats and, upon request; translation assistance is available via the City’s Neighborhood and Community
Relations Department.

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. The Mayor’s recommended
budget is available on the City’s web site for review shortly after its release in mid-August each year. All
City Council budget meetings in the fall are public and advertised as part of the normal Council Committee
process. City stakeholders are encouraged to communicate any concerns related to the budget to the
Mayor’s Office, and to their Council Member.
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CAPITAL BUDGET POLICIES
The objective of the capital budget policies is to ensure construction and maintenance of capital assets and
infrastructure in the most cost-effective 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. The CIP includes City infrastructure, but does not include capital planning for major
City facilities, including the Minneapolis Convention Center or Target Center.

Planning Direction Provided
The adoption of the CIP is to assist in planning and provide direction for City departments, but it does not
establish permanent Council 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.

Capital Requests Outside the CIP

In addition to physical assets narrowly defined as infrastructure, the City needs to maintain and replace
capital equipment such as fleet and rolling stock, 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. These non-CIP assets are addressed via the annual operating budget-setting process, and shall
at minimum include consideration of ongoing maintenance costs and future replacements prior to being
requested. Fleet replacements shall be included as part of the City’s Current Service Level to the extent
that they are included in a fleet replacement plan and the responsible department is charged in advance
for planned replacements. IT-related requests shall be submitted in cooperation between the requesting
department and the IT Department and will be reviewed by the IT Governance Committee to ensure
consistency with the City’s longer-term technology plan.

Future cost increases above those costs that are presented in individual budget requests or the Fleet
Replacement Plan may be funded by submitting another request during the City’s annual budget setting
process or by using discretionary budget.

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.

Public Art

During each calendar year, the city shall dedicate a minimum amount of funding, regardless of source, to
the commissioning, siting, placement, conservation and maintenance of public art. The minimum amount
of funding shall be the equivalent of 1.5 percent of the total amount of net debt bonds authorized by the City
Council through the City’s annual budget process.
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Neighborhood Park and Street Infrastructure Plans

On April 29, 2016, the City Council approved ordinance amendment 2016-031 amending Chapter 16 of the
Minneapolis Code of Ordinances by adding Article XIV. Neighborhood Park and Street Infrastructure Plans.
The amendment establishes a 20 year funding plan to make significant additional capital improvements to
neighborhood parks and street infrastructure utilizing racial and economic equity criteria while also avoiding
the uncertainty and inflexibility of various potential ballot measures. The financial plan is fully described in
Resolution 2016R-151 also approved on April 29, 2016. Details of the ordinance amendment and funding
resolution are available at:
http://www.minneapolismn.gov/www/groups/public/@council/documents/proceedings/wcmsp-179487.pdf
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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 or incomplete projects.
Appropriations associated with non-CIP capital requests 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.
Exceptions for large multi-year standalone enterprise projects will be made on a case by case basis with
the approval of the Finance Officer. Bond appropriations authorized for these programs will be carried over
upon request.

Reallocation of Bond Resources
Reallocation of excess bond proceeds must follow applicable 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 pay debt service;

4) If bond proceeds are returned to the debt service fund, a corresponding increase in

capital allocations will be made in the next capital year.

Expiration of Capital Project Funding
For all capital appropriations, the City Council authorizations for bond issuance and project appropriation
will expire after a maximum of four years following 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 Committee and is approved
by the City Council.
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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 and includes the following persons:

+ Finance Officer

+ City Attorney

* Deputy Finance Officer

» Director of Capital & Debt Management

+ Executive Secretary, Board of Estimate & Taxation

» Director, Development Finance or designee

* Independent Bond Counsel

* Independent Financial Advisor

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.
The City shall designate a Municipal Advisor for each bond sale.

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 actively participates in conduit business financings. Applications for financing and development
proposals are reviewed by City staff 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
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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 stormwater and sanitary sewers, waterworks, solid waste and parking ramps, as
well as select other projects, including those financed through the collection of special assessments.
Financial feasibility of capital projects is reviewed each year, including a review of the cash basis pro
forma 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 when such bonds can be shown to be self-supporting from tax
increments, or where secured guarantees are provided for potential shortfalls, in order to avoid the use
of citywide property tax revenues.

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.

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.

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 may 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
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made a commitment in their annual budgets to provide the funds necessary to repay the advance, with
interest, over the term of the agreement.

Internal Loans for Bond Defeasance

The Finance Officer is authorized to establish internal loans as an alternative to issuing short to medium
term (< 10 years) refunding bonds when bonds become callable. The interest rate to be used for the
internal loans will be set using the Daily Treasury Yield Curve Rates at inception of the loan using the
term applicable to the weighted average life of the refunding bonds, plus one percent. Internal loans
made with tax increment are also subject to interest rate caps set forth in law. To use this approach, the
Finance Officer will be required to designate the fund providing the loan proceeds from which the bonds
will be paid and will be required to record the loan. The designated loan fund will receive the interest
income and the appropriate debt service fund will be used to record the loan principal and interest
payments. The loan balance between the designated loan fund and the debt service fund will be adjusted
each year based on loan principal paid. Internal loans related to Housing Improvements Areas are not
subject to the interest rate restrictions set forth above. A separate resolution will be required to be adopted
by the City Council authorizing the loan in lieu of refunding bonds.

Appropriations for Debt Service
Sufficient funds shall be appropriated to pay debt service requirements and the Finance Officer shall be
authorized to adjust appropriations to provide for prepayments, loans, transfers and other debt
administration costs as necessary.

Post Issuance Compliance Policy

The City of Minneapolis adopted a formal Post-Issuance Compliance Procedure and Policy for Tax
Exempt Governmental Bonds 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/%40clerk/documents/webcontent/wcms1p -

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 designated herein to be funded with bond proceeds by incurring tax-exempt debt of the
City in the amount of up to 125% of the project costs noted (taking into account the potential increases
in actual project costs that may occur due to the timing lag between the budget preparation and the
dates of the actual expenditures for project costs and decreases in other sources of funding). 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, the City
hereby declares its official intent to reimburse itself for expenditures for projects described as bond
funded in the annual adopted capital resolution as amended by subsequent related resolutions. The
projects are more fully described on Capital Budget Request forms on file in the office of Finance and
Property Services.
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Source of Repayment
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:

Bond Type Source

Net Debt Property Taxes

Equipment, Property Services or Information Technology |Internal User Fees

Sanitary Sewer Sanitary Sewer Fund revenues
Stormwater Sewer Stormwater Fund revenues
Water Water Fund revenues

Parking Parking Fund revenues

Solid Waste & Recycling Services Solid Waste revenues
Assessment Special Assessments

Tax Increment Tax Increment revenues

Future Declarations of Official Intent to Reimburse

The Finance Officeris authorized to make additional declarations of official reimbursementintent to reimburse
expenditures in connection with the projects described herein and other projects for which the City plans to
issue tax-exempt bonds to reimburse expenditures pursuant to IRS Treasury Regulations Section 1.150-2.
Copies of any such further declarations shall be filed with the Ways & Means Committee and the Board of
Estimate and Taxation.
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City of Minneapolis
2020 Budget

Five-year Financial Direction 2021-2025
(Including Information on the City's General Fund)

Introduction

The Five-year Financial Direction reflects the City’s ongoing commitment to long-term financial planning.
The financial direction provides projections for property tax supported services, including the City’s General
Fund, pensions, capital and debt. The purpose of recommending a 2021-2025 financial direction is to
provide guidance for decision making on available planned resources in the City’s General Fund.

General Fund

The General Fund is the general operating fund of the City and is the primary funding source for public
safety, street paving, snow plowing and other general government services. In 2020 the General Fund
expense and revenue, including use of fund balance, is $532.3 million.

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.

The General Fund began 2019 with a fund balance of $104.2 million. The 2019 year-end fund balance in
the General Fund is expected to be at $112.2 million, which is greater than the stated fund balance
requirement of 17%, or $89.6 million, of the following year’s expenditure budget.

Fund Balance
(in millions of dollars)
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2020 General Fund Revenue Budget

The 2020 Council Adopted budget includes a total of $532.3 million of revenues for services incorporated
in the financial direction, including transfers from other funds and use of fund balance. Budgeted Revenues
are expected to increase by 3.9% largely because of a shift of $8.5 million from the closed pension levies
to the General Fund levy, and a $2 million increase in Local Government Aid.
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General Fund Revenue Budget - Source of Funds
2020 Council Adopted Budget: $532.3 million
(includes transfers)

2020 Council % Chg from 2019 Adopted 2020 Adopted

Revenue Source 2018 Actual 2019 Adopted Adopted 2019 Adopted % of Total % of Total
EES:\'/\IJE%S LICENSES AND 11.8 13.8 13.6 -1.4% 2.7% 2.6%
CHARGES FOR SALES 0.1 0.1 0.1 0.0% 0.0% 0.0%
CHARGES FOR SERVICES 53.5 53.6 52.5 -2.1% 10.5% 9.9%
FINES AND FORFEITS 7.1 6.6 6.7 1.5% 1.3% 1.3%
FRANCHISE FEES 33.8 34.1 344 0.9% 6.7% 6.5%
INTEREST REVENUE 7.2 6.1 6.3 3.3% 1.2% 1.2%
LOCAL GRANTS & AIDS 0.9 0.9 0.9 0.0% 0.2% 0.2%
MISCELLANEOUS 3.3 3.0 29 -3.3% 0.6% 0.5%
II:II?DE;\JBSUESSIJI\AE\ISDSPERMWS 35.5 33.7 334 -0.9% 6.6% 6.3%
OTHER TAXES 0.1 — — 0.0% 0.0% 0.0%
PROPERTY TAXES 193.2 206.6 233.6 13.1% 40.3% 43.9%
RENTS 0.8 04 0.7 75.0% 0.1% 0.1%
SPECIAL ASSESSMENTS 2.9 3.4 3.6 5.9% 0.7% 0.7%
STATE GRANTS & AIDS 86.8 85.0 86.5 1.8% 16.6% 16.3%
TRANSFERS 394 59.9 47.9 -20.0% 11.7% 9.0%
USE OF FUND BALANCE — 5.0 10.1 102.0% 1.0% 1.9%
Total 476.4 512.2 532.3 3.9% 100.0% 100.0%

2020 General Fund Expenditure Budget

The 2020 Council Adopted budget for City services included in the financial direction is $532.3 million,
which includes $13.8 million in transfers to other funds.

Approximately 66.8% of the overall expenditure budget is related to salaries and benefits. In the General
Fund, budgeted salary and wage expenditures increased from $243.1 million in 2019 to $252.9 million in
2020. The salary and wages expense category also includes overtime costs, contractually-obligated
payments, and one-time funding for positions that are not permanent. The General Fund provides funding
in some shape or form for most City functions. A breakdown of the allocation of the $532.3 million in the
2020 General Fund budget is reflected in the chart at below.
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General Fund Expense Budget - Expenditure by Service
2020 Council Adopted Budget: 532.3 million
(includes transfers)

Fire Police
Zonvention Center 5% 14%

4%

CPED

9% Regulatory Service

2%

Coordinator*

Public Works
0,
16% 29%
TRANSFERS
Attorney 19,
1% Debt Service
1% . .
Other** Other City Services**
3% 3%

* Other Departments: Assessor, Attorney, Civil Rights, Council/Clerk/Elections, Health, Internal Audit, Mayor, and Regulatory Services
** City Coordinator: 311, 911, Communications, Emergency Management, Finance and Property Services, Intergovernmental Relations, IT,
Neighborhood and Community Relations

Five-Year Financial Direction

The Five-year Financial Direction includes property tax levy increases of 6.11% in 2021, 4.82% in 2022,
5.04% in 2023, 5.44% in 2024, and 4.20% in 2025. These percentages reflect funding for statutorily-required
costs, the 20 year program for additional investments in streets and parks, and a current service level cost
escalator for departments and support services.

The 2020 budget is the basis for future projections: In other words, services and activities included in the
2020 budget provide the starting point for the 2021-2025 department budget estimates. One-time 2020
supplemental items are removed from department budgets in 2021 and beyond.

The financial direction from 2021 to 2025 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 in 2007, rather than a specific salary

policy. Itis anticipated that salary settlements will vary within and between bargaining units. Assumptions
are updated annually as contracts are settled.

Capital and Debt Service
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As part of the 2018 budget, the amount of property tax supported resources for capital improvements was
again increased due to the historic twenty year Street Infrastructure and Neighborhood Park Funding Plan
which was approved in April of 2016. For 2019 and future years, the intent is to provide a higher level of
property tax supported (net debt bond) funding along with other resources to improve the overall condition
of City streets and neighborhood park infrastructure. As a result of this new plan and base increases, property
tax supported bond funding in the 2018 - 2022 five-year plan will be increasing from $240.7 million to $251.8
million. The additional resources will improve all types of capital infrastructure with a distinct emphasis on
improving street paving, protected bikeways and pedestrian improvements, lighting and traffic related safety
improvements and major improvements to neighborhood parks. More detail about the total resources
dedicated for the Street Infrastructure and Neighborhood Park Funding Plan can be found in the Capital
Budget Narrative Overview later in this document. The City’s Water infrastructure is also an area of emphasis
in this budget.

The Net Debt Bond (NDB) program is paid for with property tax collections. The five-year financial direction
for the bond redemption levy will be increasing in 2018 and beyond to support the new street infrastructure
and neighborhood parks funding plan. The increases are possible due in part to lower pension funding costs
beginning in 2017, lower current debt levels and the decertification of the consolidated tax increment district
in 2020 which will increase the City’s tax capacity starting in 2021.

Funding for Pension Liabilities

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). The City has ongoing obligations funded from within departmental budgets to PERA to support
current and former employees’ retirement plans. The City maintains minimal cash balances to respond to
policy changes relating to these closed pensions.

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 additional budget needs will require the City to continue
monitoring other revenue sources and expenditures, as well as looking at creative ways in which to
reallocated existing resources.

e 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.

e Internal Service Costs: The City continues to see increasing costs to internal services, particularly in
fleet - as vehicle replacement costs are rising; and, in information technology (IT) —as increasing demand
for new systems create additional future obligations that must be recognized. The City will need to be
mindful of containing these costs while continuing to provide current service levels.
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e Department Increases: The City will continue to see challenges related to the ability to keep up with
increased workloads across the enterprise while mitigating the impact on property tax payers.

e Aging Facilities: The City is responsible for facilities, including City Hall, Police Stations, and Fire Stations,
that are 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 2021-2025

e The tax policy is managed in the aggregate, with consideration for allocation by use.

e Out-year projections will be adjusted over time as new information becomes available.

e Contingency is maintained to provide cushion for uncertainty related to seasonal and economic
conditions proportional to overall anticipate budget increases.

e Health insurance is assumed to increase by 5.0% in 2021 through 2025.

e Non Property Tax Revenues in the General Fund are assumed to increase by between 1.0 and 1.5%
annually.

e Expenditures for the cost allocation model for internal City departments and the government service fee
also include cost escalators.

e Localtaxrevenueisrecorded as direct revenue into the Downtown Assets Fund, and a portion, generated
primarily from entertainment taxes, is transferred to the General Fund. Sales tax revenues in the General
Fund are used for capital projects, and economic development.
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Sources 2020 2021 2022 2023 2024 2025
Franchise Fees 34,379,000 33,823,000 34,179,000 34,539,000 34,902,000 35,268,000
Licenses & Permits 46,979,000 46,874,000 47,313,000 45,756,000 45,204,000 45,656,000
Charges for Services 52,546,000 53,071,000 53,602,000 54,138,000 54,680,000 55,226,000
Fines & Forfeits 6,670,000 6,737,000 6,804,000 6,872,000 6,941,000 7,010,000
Special Assessments 3,272,000 3,304,000 3,337,000 3,371,000 3,404,000 3,438,000
State Aids 86,537,000 86,537,000 86,537,000 86,537,000 86,537,000 86,537,000
Interest Earnings 6,250,000 4,250,000 4,250,000 4,250,000 4,250,000 4,250,000
Other Misc. Revenues 4,545,000 4,581,000 4,618,000 4,656,000 4,694,000 4,732,000
Transfers In 47,586,000 41,847,000 42,310,000 42,986,000 43,676,000 44,379,000
Use of Fund Balance 9,955,000 5,000,000 5,000,000 5,000,000 5,000,000 5,000,000
Property Taxes (General Fund + MBC) 233,563,000 251,486,000 265,372,000 280,930,000 299,219,000 312,984,000
Total Sources* 532,282,000 537,510,000 553,322,000 569,035,000 588,507,000 604,480,000
Uses
Base Costs 481,540,000 495,801,000 510,004,000 524,669,000 539,813,000 555,450,000
Additional PERA Contributions 909,000 936,000 964,000 993,000 1,023,000 1,054,000
One-Time Change Items & Transfers Out 25,882,000 4,300,000 8,000,000 8,000,000 8,000,000 8,000,000
Stable Homes, Stable Schools 3,000,000 3,700,000 — — — —
NPP 20 / Parks & Streets Capital 4,952,000 11,287,000 11,690,000 11,701,000 11,711,000 11,722,000
Neighborhoods / NCR Engagement Services 2,000,000 3,000,000 3,000,000 3,000,000 7,000,000 7,000,000
Affordable Housing (City Programming) 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000
Contingency + Other Ongoing Commitments 9,995,000 10,019,000 10,044,000 10,069,000 10,095,000 10,122,000
Council Adopted Ongoing Change Items 5,503,000 5,118,000 5,272,000 5,430,000 5,593,000 5,761,000
Future Investments
Public Safety 750,000 1,523,000 2,318,000 2,388,000 2,459,000
Elections Base Increase 200,000 400,000 400,000 400,000 400,000
Rﬁulatory Services Revolving Fund 900,000 927,000 955,000 983,000 1,013,000
Total Uses* 535,281,000 537,511,000 553,324,000 569,035,000 588,506,000 604,481,000
*Total Sources and Total Uses may not
Property Tax 2019 2020 Change 2021 2022 2023 2024 2025
General Fund 201,345,000 228,149,000 13.31% 245,990,000 259,711,000 275,099,000 293,213,000 306,798,000
Minneapolis Park Board 65,740,000 69,506,000 5.73% 72,286,000 75,178,000 78,185,000 81,312,000 84,565,000
Bond Redemption 41,510,000 43,830,000 5.59% 45,880,000 48,250,000 50,650,000 53,030,000 55,390,000
Pensions 23,310,000 14,810,000 -36.47% 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000
Municipal Building Commission 5,256,000 5,414,000 3.01% 5,496,000 5,661,000 5,831,000 6,006,000 6,186,000
Board of Estimate and Taxation 210,000 — 0.00% 110,000 110,000 110,000 110,000 110,000
Teacher's Retirement Association 2,300,000 2,300,000 0.00% 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000
Library / Downtown Office Debt Service 10,300,000 10,300,000 0.00% 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000
Total Property Taxes 349,971,000 374,309,000 6.95% 397,172,000 416,320,000. 437,285,000. 461,081,000. 480,459,000.
6.11% 4.82% 5.04% 5.44% 4.20%



HOME

City of Minneapolis
2020 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.

Property Tax Levy Assumptions

* Department expenditure budgets will continue to be refined.

* Known obligations will be recognized and incorporated into the Plan.

* Non-property tax revenue sources will be maximized to the extent possible.

* Qut-year projections will be adjusted over time as new information becomes available.
* The overall property tax levy is considered in total as well as by intended use.

General Fund Operations Assumptions

* ltis anticipated that salary settlements will vary within and between bargaining units. Assumptions
are updated annually as contracts are settled.

* Cost allocation model for internal city departments and government service fee includes cost
escalators.

* Revenues are expected to increase by 1.0 to 1.5 percent annually.

* Qut-year projections will be adjusted over time as new information becomes available.

Capital and Debt Assumptions

* Beginning in 2018, the bond levy shows increases to correspond with planned increases in net debt
bond allocations as part of the 20-year Street Infrastructure and Neighborhood Park Plan. These
increases are possible due to reduced pension costs, lower current debt levels and the decertification
of the consolidated tax increment district in 2020 which will increase tax capacity in 2021. As a result
of this new plan and base increases, property tax supported bond funding in the 2020-2024 five-
year plan increases from $339.8 million (2019-2023 levels) to $381.9 million, or by about 12.4%.
This capital infusion improves all classes of City infrastructure with a greater emphasis on paving
projects, pedestrian safety, protected bikeways and lighting improvements, traffic safety and signage
improvements, bridge improvements and neighborhood park improvements, and includes the
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impacts of the investment in the new Public Service Center building. These additional resources are
supplemented with municipal state aid, special assessments and grant funds to deliver these projects.
» Assumptions for future years are to maintain a robust capital improvement program; and, to be able
to retire the bond funded portion of the 20 year Street Infrastructure and Neighborhood Park Plan at

its conclusion.
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City of Minneapolis - Details of Annual Demand (changes) in Property Tax Revenue
2020 Budget Recommendation Factors and Out Year Impacts - 6.95% Levy Increase

Current Budget

Year
Property Tax 2019 2020 % Chg 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
General Fund 201,345,000 228,149,000 13.31 % 245,910,000 259,629,000 275,015,000 293,127,000 306,709,000 321,394,000 336,696,000 352,533,000 368,921,000 385,869,000
Minneapolis Park Board 65,740,000 69,506,000 5.73 % 72,286,000 75,178,000 78,185,000 81,312,000 84,565,000 87,947,000 91,465,000 95,124,000 98,929,000 102,886,000
Debt Service 41,510,000 43,830,000 5.59 % 45,880,000 48,250,000 50,650,000 53,030,000 55,390,000 57,720,000 60,000,000 60,000,000 60,000,000 60,000,000
Pensions 23,310,000 14,810,000 (36.47)% 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000 14,810,000
MBC 5,256,000 5,414,000 3.01 % 5,576,000 5,743,000 5,915,000 6,092,000 6,275,000 6,463,000 6,657,000 6,857,000 7,063,000 7,275,000
BET 210,000 0 - 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000
TRA 2,300,000 2,300,000 — % 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000 2,300,000
Library Debt Service / New Building Debt Service 10,300,000 10,300,000 — % 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000 10,300,000
Total Property Tax 349,971,000 374,309,000 6.95 % 397,172,000 416,320,000 437,285,000 461,081,000 480,459,000 501,044,000 522,338,000 542,034,000 562,433,000 583,550,000
% Change Property Tax 6.11% 4.82% 5.04% 5.44% 4.20% 4.28% 4.25% 3.77% 3.76% 3.75%
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City of Minneapolis
2020 Budget
Financial Plan

Arena Special Revenue Fund

Introduction

The Arena Special Revenue Fund (also known as the Target Center Operations Fund) accounts for the
maintenance and operation of the City-funded portion of the Target Center. Convention Center staff are
responsible for managing operations within this fund. The City contracts with AEG, which is one of the
leading sports and entertainment presenters in the world, to manage the day-to-day operations of the facility.
AEG is paid a management fee for its services based on a revenue sharing formula contained in the
management agreement between the City and AEG. Additionally, the City reimbursed AEG for certain
expenditures and losses that they incurred during the renovation.

Sources of funds include rent that is paid by the Minnesota Timberwolves, transfers from the Municipal
Parking Fund, and interest earnings. Entertainment tax generated by the facility has historically been a
revenue source for the Arena Special Revenue Fund, but that revenue source ended at the beginning of
2018 with the creation of the Downtown Assets umbrella structure. With the Downtown Assets umbrella
structure, a transfer was added from the Downtown Assets Fund from 2020 - 2024 to maintain fund and
cash balances at a targeted level. The transfers from the Municipal Parking Fund are specific pledged
amounts that were authorized by the City Council back in 1995 and continue through 2021. After 2021 it
is assumed that transfers from the Parking Fund will continue at $5.0 million per year.

There are currently several outstanding bond issues and loans associated with the Target Center. Debt
service payments on this debt is not accounted for in the Arena Special Revenue Fund, but is accounted
for in separate debt service funds. The first bond issue is the $57,480,000 Taxable G.O. Refunding Bonds,
Series 2009D, which had an outstanding balance of $23,580,000 as of December 31, 2018. These bonds
refunded older bonds that were issued to acquire the Target Center back in 1995. Starting in 2017, semi-
annual debt service on the 2009D bonds are 100% paid with tax increment revenues generated by the City’s
Consolidated TIF District.

Beginning in 2016 and continuing through 2017, the Target Center underwent major renovation. The City’s
share of the total cost of this renovation was approximately $74.0 million. In the first half of 2017 the City
issued $39,915,000 Taxable G.O. Sales Tax Refunding Bonds, Series 2017 to finance a portion of these
costs. In May 2018 the City issued $31,560,000 Taxable G.O Bonds, Series 2018 to finance the remaining
portion of the renovation costs that were not paid with other City resources. All of the debt associated with
the Target Center renovation will be paid with Minneapolis local sales taxes.

Historical Financial Performance

From 2016 - 2017, the financial performance of this fund changed significantly in comparison to prior years.
This was predominantly due to the renovation of the Target Center, which has resulted in a significant
increase in capital improvements, bond financing fees, and operator reimbursement payments which were
coupled with a corresponding decrease in fund balance. At the end of 2016, the fund balance was $11.1
million. This balance dropped approximately $2.4 million in 2017, but increased $1.9 million in 2018. The
increase can be largely attributed to unspent capital improvements funds for projects that were in process
and unfinished at year-end. $4.8 million of the unspent 2018 capital improvements budget was rolled over
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to 2019 to complete the projects. The 2018 year-ending fund balance was $10.5 million which includes the
reduction of $737,315 for an outstanding accounts receivable which is over one year old and may not be
collected.

Financial Snapshot
Arena Special Revenue Fund
(in thousands of Dollars)
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Current Year Projections

Revenue

Based on the most current projections, total uses of funds in 2019 will exceed the 2019 source of funds by
$6.8 million. With the new Downtown Assets structure, the Arena Fund is no longer receiving entertainment
tax revenue generated by Target Center events which has been a revenue source in prior years. Based on
the most current projections, the 2019 sources of funds are expected to finish approximately $200,000 over
budget as the result of interest earnings on cash balances doing better than expected. Sources are projected
to fall below uses in 2019 - 2020 before remaining relatively flat from 2021 - 2024 in a deliberate strategy
to reduce and maintain targeted fund and cash balance in this fund while maintaining the fund as part of
the larger Downtown Assets umbrella fund.

Expense

It is assumed that total uses of funds in 2019 will finish 2019 approximately $1.0 million under the budgeted
amount as the result of the capital improvements projected to finish $1.0 million under budget. The Target
Center has a number of capital improvement projects in process, and some of which may be in process but
incomplete at year-end. A 2019 to 2020 rollover request may be submitted for any unspent capital
improvements funds for projects that are underway but incomplete at year-end. In a planned effort to reduce
fund balance while maintaining the Arena Special Revenue Fund as part of the Downtown Assets umbrella
fund, a new one-time transfer of $2.8 million was added to transfer funds from the Arena Special Revenue
Fund to the Downtown Assets Fund to further reduce fund and cash balances.

Change in Net Position & Fund Balance
The projected 2019 change in net position and corresponding reduction in 2019 fund balance is projected
to be negative $6.8 million. Ending fund balance is projected to be $3.8 million.
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2020 Budget

Beginning in 2018, the Arena Special Revenue Fund is being managed as part of the Downtown Assets
umbrella fund. The Downtown Assets Fund is intended to help the City provide a coordinated management
and funding structure for the physical infrastructure assets in Downtown Minneapolis which help generate
sales and entertainment taxes that support City spending. For more information on the Downtown Assets
Fund, see the corresponding financial plan in this section of the budget book.

Total sources of funds in 2020 are budgeted at $6.2 million, and the total uses of funds are budgeted at
$7.4 million. The 2020 budgeted change in net position is negative $1.2 million, and the budgeted ending
fund balance is $2.5 million.

Revenue

Total sources of funds in 2020 are budgeted at $6.2 million, which is $33,000 or 0.5% higher than the total
projected sources in 2019 of $6.2 million. Sources of funds include rent, transfers from the Municipal Parking
Fund, and interest earnings. The pie chart shows the percentage that each of these sources represents of
the total.

The budgeted amounts for rent and the parking fund transfer show increases when compared to their
corresponding projected 2019 figures. This includes $4.6 million in transfers from the Municipal Parking
Fund (an increase of $232,000 or 5.3%), and $1.5 million in rent (an increase of $29,000 or 1.9%), and
interest earnings budgeted at $62,000 which is a decrease of $228,000 or 78.6% from the 2019
projected amount based on cash inflows and outflows within the fund, and the alignment of the Arena
Special Revenue Fund within the Downtown Assets umbrella.

Source of Funds
($6.2 million)

Transfer From Municipal
Parking Fund
74%

Interest
1%

Rent
25%

Expense

Total uses of funds in 2020 are budgeted at $7.4 million, which is $5.5 million or 42.6% lower than the total
projected uses in 2019 of $13.0 million. This is primarily due to the 2019 transfer of $2.8 million from the
Arena Special Revenue Fund to the Downtown Assets Fund being reduced by $2.0 million to $759,000 in
2020, in addition to the 2020 capital improvements budgeted at $4.7 million which is a reduction of $3.6
million or 43.5% under the most recent 2019 projection.
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Use of Funds

($7.4 million)
Administration
Transfer to D.T. 4% Operator
Assets Reimbursement

10% 23%

Capital
Improvements
63%

Fund Balance & Cash Balance
The 2020 net change in fund balance is projected to be negative $1.2 million which is $5.6 million or
81.8% less than 2019. This comes after a negative net change in 2017, a positive net change in 2018,
and a projected negative net change in 2019 which significantly reduces fund balance from $8.7 million
at the end of 2017 to a projected balance of $2.5 million at the end of 2020 with the fund balance
remaining relatively flat from 2021 - 2024. The reduction in fund and cash balances are attributed to the
loss of entertainment tax as a funding source along with increased operator reimbursements and
payments (Unamortized Improvements) to reimburse AEG for construction related losses associated with
the renovation, in addition to the new transfer of $2.8 million in 2019 and $759,000 in 2020 from the
Arena Special Revenue Fund to the Downtown Assets Fund. In 2021 - 2024, a transfer to the Arena
Special Revenue Fund from the Downtown Assets Fund was added to maintain relatively flat cash and
fund balances.

Arena Fund Cash and Fund Balances

(in thousands of Dollars)
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There is currently no prescribed minimum fund balance or cash balance for the Arena Special Revenue
Fund, however, at the end of 2020 it is anticipated that the cash and fund balances will be $2.5 million which
is 32.9% lower than the 2019 projected cash and fund balances of $3.8 million.
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2020 Council Adopted Budget

Arena Special Revenue Fund

City of Minneapolis

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual Budget Actual Budget Projected Budget Projected Forecast Forecast Forecast Forecast

Source of Funds:

Rent 1,433 1,433 1,461 1,461 1,491 1,491 1,520 1.9%| 1,551 1,582 1,613 1,646

Transfer from Municipal Parking Fund 3,940 3,940 4,158 4,158 4,383 4,383 4,615 5.3% 4,853 5,000 5,000 5,000

Transfer from Downtown Assets Fund — — — — — — — — 454 478 655 837

Entertainment Taxes (a) 1,270 1,293 —

Interest Earnings 156 123 159 192 90 290 62 -78.6% 50 51 51 52

Rental Income Land/Buildings — 737 — — — — — — —

Total 6,799 7,526 5,778 5,811 5,964 6,164 6,197 0.5% 6,908 7,111 7,319 7,535

Use of Funds:

Operator Reimbursement 2,000 2,000 1,627 1,627 1,672 1,672 1,718 2.8% 1,765 1,814 1,864 1,915

Capital Improvements (c) 7,745 5,324 6,975 1,317 9,244 8,244 4,659 -43.5%) 4,799 4,943 5,091 5,244

Administration 274 272 283 258 278 278 296 6.5%) 305 314 323 333

Transfer to Downtown Assets Fund 2,757 2,757 759 -72.5%)

Unamortized Improvements (b) 2,179 2,272 — — — — — — — — —

Financing Fees & Bond Interest — 83 — — — — — — — — —

Total 12,198 9,951 8,885 3,202 13,951 12,951 7,432 -42.6%)| 6,869 7,071 7,278 7,492

Net Change in Fund Balance (5,399) (2,425 (3,107) 2,609 (7,987) (6,787 (1,235) -81.8%) 39 40 41 43
Fund Balance 5,689 8,664 5,557 10,537 2,550 3,750 2,515 -32.9% 2,554 2,595 2,635 2,678
Total Cash Balance 9,811 10,121 7,014 12,155 4,168 3,750 2,515 -32.9% 2,554 2,595 2,635 2,678

Notes

(a) Minneapolis entertainment taxes from Target Center events only.

(b) Includes reimbursement to Target Center operator (AEG) for unamortized improvement costs.
(c) The 2019 projected capital improvements includes the 2019 budget ($4,412) plus the 2018 to 2019 capital rollover ($4,832) less $1,000 that will not be spent.
(d) The 2019 projected ending cash balance assumes that the outstanding accounts payable (A/P) at the end of 2018 ($1,618) is fully paid in 2019.

Debt service on the 2009 Target Center bonds is paid from Debt Service Fund 05350. Beginning in 2017, semi-annual transfers of

tax increment revenues are made from Fund 01CON (Consolidated TIF District) to pay 100% of these expenses.

Beginning in 2018, transfers of local sales taxes are made from the Downtown Assets Fund to pay 100% of those expenses.
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City of Minneapolis
2020 Budget
Financial Plan

Minneapolis Convention Center Fund

Introduction

The Convention Center Special Revenue Fund is used to account for the maintenance, operation, and
marketing of the City-owned Convention Center and related facilities. The Convention Center was created
to foster and generate economic growth and vitality by providing facilities and services for conventions,
trade shows, exhibits, and meetings, as well as cultural, religious, and sporting events, all of which benefit
and showcase the City, the metropolitan region, and the State of Minnesota. The marketing of the Convention
Center, as well as the City overall, is supported by providing funding to Meet Minneapolis, an independent,
non-profit organization contracted by the City of Minneapolis to market Minneapolis and the Twin Cities as
a convention and tourist destination.

Operating revenues are generated directly from Convention Center operating activities. Exhibit space rent
is the largest source of revenue for the Convention Center. Also included in operating revenues is space
rental of the Tallmadge Building. Charges for services are earned in support of space rent and consist
primarily of utility and labor services and ramp parking. Food and beverage commission sales account for
privileges. The Convention Center is also supported by local sales & entertainment taxes.

Historical Financial Performance

The Convention Center’s 2016 operating revenues reached $18.3 million or 110% of the $16.7 million
budget. The 2017 operating revenue ended at approximately $19.8 million which was $1.4 million over 2016,
and finished at 105% or $1.0 million over the $18.8 million budget. 2018 operating revenue set a record at
$22.9 million and finished $2.9 million over budget and $3.2 million over 2017.

Beginning in 2018, the Convention Center Special Revenue Fund is managed as part of the Downtown
Assets umbrella fund. The Downtown Assets Fund is intended to help the City provide a coordinated
management and funding structure for the physical infrastructure assets in Downtown Minneapolis which
help to generate sales, liquor, lodging, restaurant, and entertainment taxes that support City spending. For
more information on the Downtown Assets Fund, see the corresponding financial plan in this section of the
budget book. In 2018, the Convention Center is no longer receiving a transfer of the local taxes from the
General Fund, but is instead receiving a transfer from the Downtown Assets Fund where the local tax
revenues are being receipted. The 2018 transfer from the downtown Assets Fund to the Convention Center
was $26.8 million.

The Convention Center’s operating expenses were $25.6 million in 2016, $25.7 million in 2017, and $28.6
million in 2018 which were the results of the normal day to day operations of the building. Capital expense
over the same period was $13.0 million, $10.9 million, and $9.6 million, and were budgeted based on building
facility needs and the Convention Center’s long-term capital plan. Actual year-end capital expenses often
finish under budget as the result of projects in process at year-end. The unspent funds were rolled over to
the following year to complete the projects. Meet Minneapolis expenses were $9.9 million in 2016, $10.5
million in 2017, $10.5 million in 2018, and were based on annual contractual increases, as well as one-time
sales and marketing initiatives.
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Current Year Projections

Financial Snapshot
Convention Center Fund
(in thousands of Dollars)
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Revenues

The 2019 operating revenues are projected to finish approximately at $19.7 million or $1.2 million over
budget based on the composition of 2019 events. The Convention Center also receives interest revenue
on the cash balances within the fund and is projected to be $1.0 million in 2019. In addition, the budgeted
transfer from the Downtown Assets Fund to the Convention Center is $59.5 million. In 2019, the Convention
Center Special Revenue Fund made a capital advance to debt service funds of $19.0 million, and received
an interest payment of $214,000 in 2019. Principal and interest payments are scheduled from 2020 - 2027
at an annual interest rate of 3.5%. The annual interest payments are reflected on the Interest on Capital
Advance line on the corresponding statement.

Expense

The 2019 operating expenses are projected to finish at $28.0 million which is at the 2019 adopted budget
amount. Ongoing equipment/improvements expenses are projected to finish $6.0 million under budget. Not
included in the original budget is a rollover of $10.1 million for unspent 2018 budgeted capital improvements.
The majority of the $10.1 million is to continue the plaza redesign project with a lesser amount for the
Tallmadge building renovation. Construction work on the plaza project has begun, and the plaza project is
expected to be complete during the summer of 2020. The Tallmadge building renovation is currently on hold
pending use decisions by the City. The Convention Center may request a 2020 rollover of a portion or all
of the unspent 2019 ongoing equipment/improvements budget to complete projects in process but
uncompleted at year-end. Meet Minneapolis and debt service are expected to finish at budget.

Net Income, Cash Balance, Fund Balance

The Convention Center has had a planned use of fund balance resulting in a nearly break-even year with
$37,000 in net income. The 2019 fund balance is expected to remain relatively flat with a $29.7 million in
2018 to $29.6 million in 2019. With the $19.0 million loan, 2019 cash was reduced significantly from $35.6
million in 2018 to a projected $10.6 million in 2019.
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2020 Budget

Revenues

Total operating revenue for 2020 is expected to be approximately $18.8 million which is a decrease of
approximately $955,000 over the most recent 2019 projection. The decrease is based on the number and
composition of Convention Center events.

Source of Funds
($73.2 million)

Transfer from
Downtown
Assets

73%

Charges for
Services
9%

Rents & Commis
nterest 10%
1% .. .

Privileges

6%

Expenditures
The 2020 operating expenses are expected to be approximately $28.9 million which is an increase of
$901,000 or 3.2% over the most recent 2019 projection.

Transfers/Debt Service

There is a budgeted transfer of $26.8 million to debt service for building related debt. Convention Center
debt service transfers began in 1993, and transfers are made annually. Debt service is expected to be paid
off in 2020.

Use of Funds

($77.0 million)
Transfer to
Debt Service
35%
Meet
Minneapolis
14%
Ongoing
Equipment and
Improvements

14%

Convention Center
Operations
38%
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Net Income, Cash, and Fund Balances

2020 net income is budgeted to finish at a $3.7 million net loss. This comes after net losses from 2016 -
2018 and a nearly break-even year projected in 2019. There has been a planned use of fund balance
within the Convention Center Fund to reduce fund and cash balances. This intentional draw down of
cash reserves will help build a reserve in the Downtown Assets umbrella fund, of which the Convention
Center Fund is a part. Having the Convention Center in the umbrella fund will help provide flexibility in
managing all of the City’s major revenue-generating downtown assets. The 2020 ending fund and cash
balances are projected to be $25.9 and $9.4 million, respectively.

Convention Center Fund Net Income, Fund, and Cash Balances
(in thousands of Dollars)
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City of Minneapolis
2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Minneapolis Convention Center Special Revenue Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual Budget Actual Budget Projected Budget Projected Forecast Forecast Forecast Forecast
Source of Funds:
Charges for Services 6,700 6,614 7,300 8,977 6,700 7,600 6,900 -9.2 % 7,107 7,320 7,540 7,766
Rents and Commissions 7,836 9,100 8,196 9,297 7,830 7,830 7,600 -2.9 % 7,828 8,063 8,305 8,554
Privileges 4,222 4,049 4,514 4,669 4,000 4,300 4,275 (0.6)% 4,403 4,535 4,671 4,812
Interest on Cash Investments 595 667 612 967 457 1,000 140 -86.0 % 50 15 101 180
Interest on Capital Advance —_ —_ —_ — — 214 622 190.7 % 476 347 197 68
Other Misc Non Operating 76 142 — 17 — 30 — — — — —
Transfer from General Fund 49,786 49,786 — — — — — 0.0 % — — — —
Transfer from Downtown Assets — — 26,811 26,811 59,520 59,520 53,531 -10.1 % 23,673 31,993 33,624 34,555
Total 69,215 70,358 47,433 50,738 78,507 80,494 73,068 -9.2 % 43,537 52,273 54,438 55,935
Use of Funds:
Convention Center Operations 26,826 25,696 28,113 28,613 28,018 28,018 28,919 3.2 % 29,786 30,680 31,601 32,549
Ongoing Equipment/Improvement 22,433 10,909 19,356 9,579 21,515 15,515 10,453 -32.6 % 10,767 11,090 11,422 11,765
Meet Minneapolis 10,613 10,489 10,451 10,451 10,242 10,242 10,637 3.9 % 10,646 10,859 11,076 11,297
Transfer to DID 250 250 — — — — — — — — —
Transfer to Debt Service 24,669 24,488 24,811 24,630 26,682 26,682 26,807 0.5 % (181) (91) — —
Transfer to General Fund 3,860 3,860 — — — — — — — — —
Transfer to City Capital 6,000 6,000 — — — — — — — — —
Total 94,651 81,692 82,731 73,273 86,457 80,457 76,816 -4.5 % 51,018 52,538 54,099 55,611
Net Income (25,436) (11,334 (35,298) (22,535 (7,950) (1,470 (3,748) 155.0 % (7,481) (265) 339 324
Ending Fund Balance 38,041 52,143 16,845 29,608 21,658 29,645 26,047 -12.1 % 18,566 18,302 18,645 18,965
Ending Cash Balance 40,099 56,623 21,325 35,640 27,690 10,636 9,543 -10.3 % 7,862 9,158 16,558 17,141
Notes

(a) The 2019 projected ongoing equipment/imp. includes [2019 budget of $11,437] plus [2018 to 2019 capital rollover of $10,078] less [$6,000 to be spent in later years].

(b) The 2019 projected ending cash balance assumes that the outstanding accounts payable (A/P) at the end of 2019 ($6,031) is fully paid in 2019.

In 2019 cash in this fund was used to make a $19,010 capital advance to prepay City G.O. bonds. This capital advance will be paid back with TI revenue from

four (4) City TIF Districts
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City of Minneapolis
2020 Budget
Financial Plan

Downtown Assets Fund
Presented with Downtown East Commons Fund & Peavey Plaza Fund

Introduction

The Downtown Assets Fund was created in 2018. The purpose of this fund is threefold:

¢ To clearly delineate the uses of local sales, liquor, lodging, restaurant, and entertainment taxes;
e To provide stable, predictable ongoing support from these taxes to the General Fund, and;

¢ To support the comprehensive management of the City’s four primary downtown revenue-generating
capital assets.

This umbrella fund holds the operating and debt service funds which support the Minneapolis Convention
Center, the Arena Reserve Fund (Target Center), the Downtown Commons, and Peavey Plaza. Though
each of these funds holds a cash balance to its own, all cash balances are available to support any expense
within the fund. Receipts to the fund are largely made up of local taxes, but may also include transfers and
funds from private donations or the State to support capital improvements.

The Convention Center department is responsible for management of operations within the fund.
Historical Financial Performance

The Downtown Assets Fund’s 2018 Source of Funds reached $90.3 million or $2.5 million over budget. The
primary reason for the increase was the local taxes finishing better than expected, and interest earnings
revenue from investments of cash balances within the fund finishing at $87,000.

Use of Funds finished 2018 at $64.3 million which was $4.1 million under budget. The primary reason for
finishing under budget was because only $8,000 of the $4.0 million Peavey Plaza renovation project managed
by public works was expended in 2018. The unspent project funds have been rolled over to 2019 to complete
the project which was incomplete at year-end but is in process in 2019.

Current Year Projections

Revenue

Downtown Assets Fund sources of funds are projected to be approximately $91.6 million in 2019. The
overwhelming maijority of revenues come from local taxes (including sales, restaurant, entertainment,
liquor, and lodging). Minneapolis local taxes are projected to finish slightly above budget at $88.5
million which is $1.3 million under 2018. The decrease from 2018 is primarily due to the City hosting
Super Bowl LII which brought in an estimated $2.4 million of local tax revenue in 2018. In 2019, there is
also a budgeted transfer of $2.8 million from the Arena Special Revenue Fund to the Downtown Assets
Fund of excess cash. The transfer is being made to manage cash and fund balances within the
Downtown Assets umbrella. The Downtown Assets is also seeing interest earnings through IMS
(Investment Management Services) revenue from cash balances within the fund. 2019 interest earnings
are projected to be $350,000 which is $64,000 under budget due to a reduction in cash from 2018.
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Expense

Non-transfer 2019 expenses of $6.0 million are small in this fund compared to total projected revenues of
$91.6 million. Projected expenses within the fund include a $4.0 million rollover for the renovation of
Peavey Plaza, $424,000 for special assessments and operation of Peavey Plaza, $ $827,000 for one-
time operating expenses for the Final Four and X-Games, and $814,000 for special assessments and
maintenance of the Downtown Commons. Budgeted transfers include $31.5 million to the General Fund,
$59.5 million to the Convention Center, and $5.7 million to the Arena Special Revenue Fund for building
debt service.

Expenses for the Convention Center and Target Center are discussed separately in the financial plans found
in this document.

2020 Budget

Revenue

Local taxes (including sales, restaurant, entertainment, liquor, and lodging) make up the majority of the
Downtown Assets Fund revenue. In 2020, local taxes are projected to be $93.4 million which is an
increase of $4.9 million over the latest 2019 projection of $88.5 million. The 2020 budget also includes
IMS (Investment Management Services) revenue which is projected to be $236,000, and is a decrease of
$109,000 from the latest 2019 projection. Interest revenue is projected based on cash inflows and within
the fund.

Source of Funds
($94.4 million)

Local Taxes
99%

Interest Transfer from Arena Fund
0% 1%

Expense

In 2020, non-transfer expenses are budgeted at $1.3 million which includes a one-time budget $100,000 in
the Downtown Assets Fund for the X-Games, a one-time $820,000 budget for Commons Operations, and
$424,000 for Peavey Plaza’s ongoing operating expenses. The 2020 Use of Funds budget is $93.2 million
or 9.3% under 2019 based on the most current 2019 projection. The primary reason for the reduction is the
$4.0 million 2019 Peavey Plaza capital budget to complete the Peavey Plaza renovation. There isn’'t a
Peavey Plaza capital budget in 2020.

Expenses for the Convention Center and Target Center are discussed separately in the financial plans found
in this document.

Transfers

The maijority of the Use of Funds is made up of transfers. Budgeted transfers include $32.7 million to the
General Fund which is planned to occur on an ongoing basis; a transfer of $5.7 million to the Arena
Special Revenue Fund debt service to pay debt obligations related to the recent renovation of the Target
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Convention Center Fund to support operations and debt service of that
rvice transfer will recur until the debt is paid. Debt payments are currently

scheduled through 2035. The transfer to the Convention Center will decrease significantly after the

building debt is paid off in 2020.

Cash Balance

Use of Funds
($93.2 million)

D.T. Assets Operating
1%

Transfer to
Convention
Ctr

58%

Transfer
to General
Fund
35%

Transfer to Arena Debt
6%

The Downtown Assets Fund is designed to provide for a cash reserve which any of the funds can access.
The combined reserve, shown as the “umbrella reserve” below is budgeted at $27.9 million in 2020, and
is planned to increase to $48.5 million in 2024 There is no minimum cash reserve policy for this fund, but
the reserve is held to provide a cushion against potential unexpected dips in sales tax receipts, or to
provide for emergency repairs to the Downtown Assets.

Downtown Assets Fund Umbrella Cash Reserve

(in thousands of dollars)

70,000
60,000
50,000
40,000
30,000
20,000
10,000
0
2018 2019 2020 2021 2022 2023 2024
Actual Projected Budgeted Forecasted Forecasted Forecasted Forecasted
B Downtown Assets Fund [  Arena Fund
[ Convention Center Fund [  Umbrella Reserve

City of Minneapolis — Financial Plans

114 2020 Council Adopted Budget



HOME

City of Minneapolis
2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Downtown Assets Fund (including Downtown East Commons Fund & Peavey Plaza Fund)

% Chg
2018 2018 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual Budget Projected Budget Projected | Forecast Forecast Forecast Forecast

Source of Funds:
Local Taxes 87,349 89,794 88,400 88,500 93,446 5.6 70,841 73,298 75,825 78,427
Transfer from Arena Special Revenue Fund — — 2,757 2,757 759 0 0 0 0
Transfer from Commons Bond Proceeds 420 420 — — — 0 0 0 0
Downtown Assets, Peavey Plaza, and
Commons Funds Interest Earnings — 87 414 350 236 -32.6 326 417 444 480

Total 87,769 90,301 91,571 91,607 94,441 3.1 % 71,167 73,715 76,269 78,907
Use of Funds:
Transfer out to City General Fund 30,850 30,850 31,462 31,462 32,711 4 33,286 33,949 34,625 35,315
Transfer out to Arena Fund Debt Service 5,661 5,661 5,697 5,697 5,698 — 5,697 5,695 5,696 5,700
Transfer out to Convention Center 26,811 26,811 59,520 59,520 53,531 -10.1 23,565 31,961 33,596 34,532
Transfer out to Arena Special Rev Fund — — — — — — 454 478 655 837
Downtown Assets - Operating — — 350 827 25 -97 0
Commons - Operating 750 839 814 814 820 0 0 0 0
Peavey Plaza - Capital 4,000 8 3,992 3,992 — (100)% — — — —
Peavey Plaza - Operating 400 174 574 424 424 0 437 450 463 477

Total 68,472 64,343 102,409 102,698 93,209 -9.3% 63,439 72,533 75,035 76,861
Net Change in Fund Balance 19,297 25,958 (10,838) (11,129) 1,232 -111.1% 7,728 1,182 1,234 2,046
Downtown Assets-Ending Fund Balance 19,297 25,957 15,119 14,828 16,060 8.3% 23,788 24,970 26,204 28,250
Downtown Assets - Ending Cash
Balance 19,297 16,162 5,324 14,785 16,017 8.3 % 23,745 24,927 26,161 28,207
Arena Special Revenue Fund - Ending
Cash Balance 7,014 12,155 4,168 3,750 2,515 (33)% 2,554 2,595 2,635 2,678
Convention Center Fund - Ending Cash
Balance 21,325 35,640 27,690 10,636 9,393 (12)%] 7,712 9,008 16,408 16,991
Downtown Assets Umbrella-Combined
Ending Cash Balance 47,636 63,957 37,182 29,171 27,925 (4)% 34,011 36,530 45,204 47,876
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City of Minneapolis
2020 Budget
Financial Plan

Neighborhood & Community Relations Special Revenue Fund

Introduction

The Neighborhood & Community Relations (NCR) Special Revenue Fund accounts for neighborhood
revitalization efforts within the City and is funded by revenues of the Consolidated Redevelopment Tax
Increment Financing District. This district was established pursuant to special legislation adopted in 2008,
and must be decertified no later than December 31, 2020. This Fund is used for Minneapolis neighborhood-
based initiatives and NCR administrative costs.

Historical Financial Performance

This Fund was established in 2011. Growth in the fund was impacted by the two year hiatus on tax increment
collection. The City reduced property tax levies in 2012-2013 by using reprogrammed NRP sources to fund
neighborhood revitalization services for these two years and reduce the captured value of the Consolidated
TIF District. As of 2014, the captured value of the district was restored to the amount provided in the original
plan.

Current Year Projections
Financial Snapshot

NCR Special Revenue Fund
(in thousands of Dollars)
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Revenues

The NCR Special Revenue Fund will receive a transfer in of $6.9 million from the Consolidated
Redevelopment Tax Increment Financing District Fund in 2019.
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Expense
Expenditures for 2019 are projected to be $6.9 million, the same as the budget.

Net Position & Cash Balance
Current year revenue and projected expenditures are for $6.9 million and no major variances are expected,
resulting in no change in fund

2020 Budget

Revenues

$7.1 million will be transferred to the NCR Special Revenue Fund in 2020 from the Consolidated
Redevelopment Tax Increment Financing District Fund. This will reflect a 3% increase from the FY2019
revenue amount.

Source of Funds
($7.1 million)

Tl Revenue
100%

Expense
There are no significant changes to prior years Programs. NCR Special Revenue Fund expenditures are
planned for $7.3 million.

Use of Funds
($7.3 million)

Contractual
70.6% .
Operating
3.6%
Salary
18.9%

Fringe
6.8%
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Net Position & Cash Balance

As of December 31, 2018, the fund net position was $3.3 million and the cash balance was $3.5 million.
At the end of 2019 the projected fund net position is $3.3 million and the projected cash balance is $3.5
million. These balances are comparable to the prior year. No significant variance in net position or cash
balance is anticipated prior to 2021.

NCR Special Revenue Fund Net Position & Cash Balance
(in thousands of Dollars)
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Financial Plan (in thousands of dollars)

City of Minneapolis

2020 Council Adopted Budget

Neighborhood and Community Relations Special Revenue Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 2021 2022 2023
Budget  Actual Budget Actual Budget Projected Budget Projected | Forecast Forecast Forecast
Source of Funds:
Transfer from Tax Increment Funds 6,488 6,488 6,682 6,682 6,883 6,883 7,089 3.0%
Loan recapture — — — 2 — — —

Total 6,488 6,488 6,682 6,684 6,883 6,883 7,089 3.0% — — —
Use of Funds:

Personnel Services 1,241 1,156 1,265 1,136 1,285 1,126 1,345 19.4%) 1,385
Fringes 442 406 457 388 478 418 507 21.3% 522
Contractual Services 4,978 5,103 4,757 4,969 5,016 5,180 5,331 2.9% 1,380
Materials/Other 237 233 230 216 104 152 106 -30.3%

Total 6,898 6,898 6,709 6,709 6,883 6,876 7,289 6.0% 3,287 — —
Net Change in Fund Balance (410) (410 (27) (25 — 7 (200) —  (3,287) — —
Fund Balance 3,306 3,306 3,279 3,281 3,281 3,288 3,088 6.1% -
Total Cash Balance 3,507 3,480 3,545 3,545 3,552 3,552 —
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City of Minneapolis
2020 Budget
Financial Plan

Police Special Revenue Fund

Introduction

The Police Special Revenue Fund accounts for revenues and expenses related to federal and state
administrative forfeitures, lawful gambling, and non-emergency service contracts. Prior to 2020, the Fund
included the Automated Property System, and the Workforce Director scheduling and payroll system. The
Automated Property and Workforce Director systems are proprietary software systems that are owned and
managed by the City of Minneapolis and recover expenses from user agreements with other governmental
and non-governmental entities. The 2020 Budget authorized the Minneapolis Police Department (MPD) to
decommission both programs as both software neared end of life and were no longer sustainable.

The non-emergency service contracts are typically entered into by the City of Minneapolis Police Department
and an external entity, usually located within the City of Minneapolis. The Police provide non-emergency
services for sporting events, concerts, or extra presence at designated facilities or geographic areas. In
addition, City departments (frequently Public Works) contract with the Police Departmentto provide additional
services at a desired location. The Police Special Revenue Fund is also used to account for revenues and
expenses associated with these types of contracts.

The City of Minneapolis Police Department manages the operation of the fund and use of the funds is
generally restricted to public safety.

Historical Financial Performance
The projected accumulated fund balance for 2019 is $2.4 million compared to $2.6 million in 2017. Over

the past five years, the fund balance has increased from $1.1 million in 2014 to $2.4 million in 2019. The
increase in fund balance over the past six years is primarily due to the following:

e Decrease in 2018 due to a refund issued to charitable gambling organizations, $224,000.

« Increase due to transfer of Workforce Director expenditures to the general fund of $250,000 and
$300,000in 2015 and 2016, respectively. In addition, Workforce Director received additional revenue
of $150,000 in 2018 from MPD to offset programming/configuration cost incurred on behalf of MPD.

« Increase due to reduction of personnel expenditures in 2015 of approximately $140,000 due to
vacancies.

+ Increase due to forfeiture revenue of $567,000 from 2014 to 2018.
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Current Year Projections

Financial Snapshot
Police Special Revenue Fund
(in thousands of Dollars)

3,500
3,000
2,500
2,000
1,500
1,000

500

Cash Balance

Fund Balance

[ Revenues [ Expenses

Revenues

Total projected revenue for 2019 is $2.3 million compared to 2019 budget of $2.6 million. This decrease is
predominately due to loss of the $200,000 Detox van contract; anticipated $300,000 decrease due to loss
of the US Bank perimeter contract; and a decrease in APS revenue of $200,000. It is offset by an increase
in forfeiture revenue and snow emergency buyback revenue of $300,000 and $100,000, respectively.
Remaining differences are mainly due to rounding.

Expenditures

Total projected expenditures for 2019 are $2.2 million compared to the 2019 budgeted expenditures of $2.6
million. This decrease is proximately due to loss of the $200,000 Detox van contract; an anticipated $300,000
decrease in the US Bank security service contract mainly due to loss of the perimeter contract; and decrease
in DID buyback expenses of $50,000. The decrease in expenses is offset by an increase in forfeiture
expenditures of $150,000 for the purchase of equipment, an increase in snow emergency service expenses
of $100,000 and a decrease in APS expenditures of $100,000. Remaining differences are mainly due to
rounding.

Net Position & Cash Balance

Projected current year Fund Balance of $2.5 million and Cash Balance of $2.3 million is are slightly more
than the budgeted fund balance of $2.4 million and budgeted Cash Balance of $2.2 million. The difference
is mainly due to rounding and slight increase in forfeiture revenue and offset by decrease is charges for
services and sales.
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2020 Budget

Fiscal Year 2020 budgeted revenue and expense are expected to decrease as the Detox Van service contract
with Hennepin County was discontinued after the end of Fiscal 2018 and SMG terminated US Bank Perimeter
contract. Decommissioning the current intellectual property systems also leads to a reduction in both
revenues and expenses for 2020.

Revenues

Budgeted Fiscal Year 2020 revenue is expected to decrease by 44% from 2019 to 2020 due to termination
of Detox Van service contract and US Bank Perimeter contract and the replacement of Automated Pawn
System (APS) and Workforce Director System. Fines and forfeiture revenue fluctuate from year to year as
number of forfeiture cases settled in each year fluctuate from year to year.

Charges for services and sales makes up 68% of anticipated revenue in 2020 compared to 61% in 2019

projected amount. In 2018, charges for services and sales made up 80% of actual revenue compared to
76% in 2017.
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Source of Funds
$1.4 million

Fines and Forfeits
16.5%

Taxes
16.0%

Charges for
ces & Sales
67.5%

Expenditures

Salaries and fringe benefits make 58% of anticipated 2020 expenditures compared to 52% in 2019
projected expenditures. In 2018, actual salaries and fringe benefits made up of 54% of actual
expenditures compared to 67% in 2017. The decrease from 2017 to 2018 was predominately due to
reduction in overtime cost associated with termination of US Bank Stadium perimeter contract coupled
with refunding of accumulated gambling fund balance to charitable organization as mandated by the
State of Minnesota which resulted increase in expenditures other than salaries and benefits.
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Use of Funds

$1.4 million
Frin%e Contractual Services
14.9% 4.4%

Materials/
Other
13.8%

Fund Balance & Cash Balance

The fund and cash balance as of December 31, 2018 and 2017 were $2.4 million and $2.6 million,
respectively. Both the fund balance and cash balance have significantly increased over the past five years.
The fund balance increased from $1.1 million in 2014 to $2.4 million in 2018. The decrease in fund balance
from 2017 to 2018 was predominately due to refunding of accumulated gambling fund balance to charitable
organizations mandated by the State of Minnesota. The projected fund balance is $2.54 million in 2019.
The fund balance is expected to decrease by $609,000 in 2020 due to changes with APS and Workforce
Director System. The fund's cash balance increased from $1 million in 2014 to $2.2 millionin 2018. Projected
cash balance in 2019 is $2.3 million but cash balance is expected to decrease by $609,000 in 2020 due to
changes to APS and Workforce Director System.

In accordance with the financial reserve policy, target cash reserve is 17% of the following year’s budgeted
expenditures.
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Police Special Revenue Fund
Fund Balance & Cash Balance
(in thousands of dollars)
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City of Minneapolis
2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Police Special Revenue Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 2019 2021 2022 2023 2024

Budget Actual | Budget Actual | Budget Projected | Budget Projected |Forecast Forecast Forecast Forecast

Source of Funds:
Charges for Services and Sales 2,455 2,227 2,074 2,175 2,033 1,372 976 -28.9% 1,007 1,037 1,068 1,100
Fines and Forfeits 400 493 338 281 338 631 239 -62.1% 239 239 239 239
Miscellaneous — 3 — — — — — 0.0% — — — —
Taxes 185 224 200 256 231 260 231 -11.2% 231 231 231 231
Total 3,040 2,947 2,612 2,712 2,602 2,263 1,446 -36.1% 1,477 1,507 1,538 1,570

Use of Funds:

Capital Outlay — — — 40 14 232 — 0.0% — — — —
Personnel Services 1,620 1,503 1,800 1,241 1,472 910 969 6.5% 998 1,028 1,059 1,090
Fringes 369 365 357 309 342 257 215 -16.3% 221 228 235 242
Contractual Services 649 676 780 1,009 487 567 63 -88.9% 6 7 7 7
Materials/Other 401 255 275 251 287 283 199 -29.7% 252 245 238 231
Total 3,039 2,799 3,212 2,850 2,602 2,249 1,446 -35.7% 1,477 1,508 1,539 1,570
Net Change in Fund Balance ' 1 148 (600) (138 — 14 — — (1 (1) —
Fund Balance ' 2,439 2,586 1,986 2,448 2,448 2,462 2,462 0.0%| 2,462 2,461 2,460 2,460
Cash Balance 2,106 2,224 1,624 2,238 2,238 2,252 2,251 0.0% 2,251 2,251 2,251 2,251
Target Cash Reserve 2 517 476 546 485 442 382 246 -35.6% 251 256 262 267
Variance Cash to Target Cash 1,589 1,748 1,078 1,754 1,796 1,870 2,005 7.2% 2,000 1,995 1,989 1,984

" The Net Change in Fund Balance and fund balance for 2017 and 2018 are the amounts recorded in the CAFR.
2 In accordance with the financial reserve policy, target cash reserve is 17%.
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City of Minneapolis
2020 Budget
Financial Plan

Regulatory Services Special Revenue Fund

Introduction

The Regulatory Services Special Revenue Fund accounts for the City’s nuisance building abatement efforts,
and operations within the fund are primarily managed by the Regulatory Services Department. The Fund
is used for the abatement of buildings that have been deemed to be in nuisance condition pursuant to
Chapter 249 for removal of nuisance conditions. Property owners are charged to recover the costs of these
activities and all recovered costs are credited back to this fund. The majority of revenue in the fund is
received from Special Assessments paid with property taxes twice annually. In 2013 the Construction Code
Services division of Regulatory Services was transferred to Community Planning and Economic
Development (CPED). A portion of the activities in the Regulatory Services Special Revenue Fund are now
managed by CPED.

Historical Financial Performance

The City established this fund in 2008, and through 2013 it accumulated a fund balance of $5.5 million. This
balance grew as a result of various initiatives in previous years and the availability of grant funds to pay for
certain eligible expenditures. These two revenue sources did not continue, leaving special assessments
and direct property owner charges as the only sources of revenue for this fund. These resources are facing
challenges as assessments and property charges are diminishing primarily due to an improved economy
where residents have the resources to proactively make property repairs and improvements. The anticipation
going forward is for revenue to continue to contract, thereby reducing fund balance.

Current Year Projections

Financial Snapshot
Regulatory Services Special Revenue Fund
(in thousands of Dollars)
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Revenues

The majority of the revenue in this fund comes from Vacant Building Registrations. Homeowner citations,
paid directly or through Special Assessments is another source. Special Assessment revenue is projected
to experience a significant decline in 2018 due to a calendaring change in the billing procedure for the Vacant
Building Registrations in 2017. Revenue for 2019 is projected to be $2.8 million.

Expenses

Expenditures for the Regulatory Services Special Revenue Fund include services such as demolitions,
board-ups, nuisance grass cutting, nuisance tree removals and nuisance rubbish removal. As fewer citations
are written, fewer contractors are required to perform nuisance abatements, thereby reducing expenditures.
Additionally, fewer demolitions are being performed and that has reduced Capital Outlay spending from
budgeted figures although expenses are projected to be slightly higher than in 2017. Expenditures in this
fund are projected to end the year under budget. That is consistent with prior year expenses as a percent
of the adopted budget. Based on this information, this fund is projected to finish 2019 under the adopted
budget by approximately $300,000 or 7%.

Fund Balance & Cash Balance

Current year revenue is projected to fall short of the adopted budget, while expenses are projected to be
less than budget. The result is that the fund balance is projected to be reduced by $1,100,000. The cash
balance is projected to decline by $1,100,000.

2020 Budget

There are no significant planned or anticipated changes from prior years for the fund. That being said, both
revenue and expenditures are expected to go down approximately 6% and 18% respectively from the 2019
adopted budget. The revenue decrease is from the continued decrease in citations being written, as well
as a change in the procedure used to bill Vacant Building Registrations. As fewer citations are written, there
is less need for contractors to complete the nuisance abatement repairs.

Revenues

Revenue budgeted for the Regulatory Services Special Revenue Fund for 2020 is slightly lower than the
2019 Adopted Budget by 6%. This is a result of less revenue anticipated primarily from Inspections. As
previously discussed, revenue is declining due to fewer citations. Focus has shifted from enforcement
(citations) to a proactive engagement strategy to manage problem properties and educate homeowners,
which has led to a reduction in code.

Source of Funds
($3.4 million)

Inspections
4%
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Expenditures

No new program changes are anticipated for 2020. Staff will continue to focus on rehabilitation and education
rather than strict enforcement. Expenditures are expected to decrease by 11% from the 2019 projection,
and are 18% less than the 2019 adopted budget. Expenditures are projected to increase with the cost of
living over the next several years.

Use of Funds
($4.3 million)

Contractual Svcs
28%

-~

Materials

Ccafital
3%

Fringes
20%

Fund Balance & Cash Balance

The fund balance and cash balance for the Regulatory Services Special Revenue Fund was $2.0 million
as of December 31, 2018. The fund balance and cash balance have been declining for several years and
are projected to both be less than $850,000 at the end of 2019. These figures are based on a deficiency of
revenue over expenditures of $1,100,000 in 2019. The result of these figures is that there are insufficient
operating reserves in this fund to carry it past 2020 without a transfer from other funds.
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Regulatory Services Special Revenue Fund Net Position & Cash Balance
(in thousands of dollars)
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2020 Council Adopted Budget

City of Minneapolis

Financial Plan (in thousands of dollars)

Regulatory Services Special Revenue Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019( 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected| Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Special Assessments 3,300 2,921 3,116 2,047 2,348 1,924 2,370 23.2% 2,370 2,370 2,370 2,370
Inspections/Miscellaneous 125 150 248 330 279 102 100 -2.0%| 100 100 100 100
Transfer In 800 800
Total 3,425 3,071 3,364 2,377 3,427 2,826 2,470 -12.6% 2,470 2,470 2,470 2,470
Use of Funds:
Capital Outlay 425 177 425 79 100 161 115 -28.6% 115 115 115 115
Personnel Services 2,527 2,152 2,308 2,101 2,195 1,968 1,648 -16.3% 1,697 1,748 1,801 1,855
Fringes 1,014 827 962 844 883 759 687 -9.5% 723 752 782 813
Contractual Services 1,243 958 1,301 869 1,045 1,022 989 -3.2% 1,005 1,022 1,040 1,058
Materials/Other 45 29 49 51 43 42 53 26.2%) 55 57 60 63
Total 5,254 4,143| 5,045 3,944 4,266 3,952 3,492 -11.6%| 3,595 3,694 3,798 3,904
Net Change in Fund Balance (1,829) (1,072) (1,681) (1,567 (839) (1,126) (1,022) -9.2% (1,125) (1,224) (1,328) (1,434
Fund Balance 2,778 3,536 1,855 1,969 1,005 843 (179) -121.2% (1,304) (2,528) (3,856) (5,290
Total Cash Balance 2,859 3,532 1,851 1,965 1,001 839 (183) -121.8% (1,308) (2,532) (3,860) (5,294
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City of Minneapolis
2020 Budget
Financial Plan

Municipal Parking Fund

Introduction

The Municipal Parking Fund, managed by the Public Works Department, accounts for the operation and
maintenance of the City parking system. In addition, major parking capital construction, repairs and
replacement activities occur in this fund.

Parking Fund revenues and expenses are generated daily from these three system programs:
e Off-street parking (ramps and surface lots)
¢ On-street parking (parking meters and parking zones)
e Impound Lot (tow operations and vehicle auctions)

Historical Financial Performance

For the most recent five years (2014 to 2018) the Parking Fund’s financial condition has historically been
stable and positive. The Fund continues to experience financial demands related to remaining debt levels
and funding needs of other City functions, with transfers or dividend payments resulting in lower Fund net
income. The cash balance has fluctuated yearly based on unique one-time expenses, mostly capital and
transfers. The Fund Operating Cash Balance remains positive and at 2018 year-end was $13.8 million.

For the most recent five years (2014 to 2018) the parking system performance has increased cash flow
from operations. The parking system is generally reflective of economic and employment conditions. Steady
off-street parking use along with recent economic upturn and employment gains in downtown have resulted
in additional off-street parking business. Between 2010 and 2018, the parking meter technology with credit
card capability, event rates, additional meter coverage, and improved economic conditions have resulted
in strong revenue growth. The recent addition of the parking smartphone app has resulted in on-street
revenue growth in both 2017 and 2018. Overall in 2018, the parking system revenue increased about 2.8%
due mainly to the continued increase in parking meter revenue for the above reasons and higher performing
parking facilities around US Bank Stadium.

The year-end 2018 overall debt principal was $69.8 million. The future debt is scheduled over the next 15
years with payments that are relatively constant but fluctuate slightly over those years. The Fund’s parking
system generates positive earnings and is capable of satisfying its debt service while maintaining its capital
assets.
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Current Year Projections

Financial Snapshot — Parking Fund
(in thousands of Dollars)
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Revenues

The current 2019 revenues are performing well and Parking Fund revenues are projected to increase by
about 47.0% from $53.8 million in 2018 to $79.2 million in 2019 due to the meter telephone app, proceeds
from long term debt and transfer of the Government Center Parking Ramp completed in 2018.

Expenses
The current 2019 expenses are on-track and the projected Parking Fund expenses are decreasing by 7%.
The decrease in expenses in 2019 is due to the buy down of bonded debt.

In addition to operating expenses, the 2019 budget includes $1.0 million forimpound lot capital improvements
and $2.0 million in capital for renovation, replacements or major repairs of parking assets.

Net Position & Cash Balance
The Parking Fund net position includes all the assets held by the Fund. The Net Position was $199.9 million
at year-end 2018.

The 2019 Parking Fund expects an increase in net position, which is primarily due to additional On Street
Revenues.

The Parking Fund cash balance at year-end 2018 was $13.8 million. Based on the 2019 projections, the
Parking Fund cash balance will increase in 2019 due to additional On Street Revenues.

2020 Budget
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In 2018 the Government Center Parking ramp was discontinued as a City asset as part of the exchange for
the new city office building construction. Since this ramp no longer exists as a city asset both the revenue
and expenses for 2019 and future years have been removed from the Parking Fund forecasts.

The Parking Fund budget assumed the new Impound Lot construction would startin 2017 and be completed
in 2018. The exact timing of the construction is still underway, but it appears the majority of construction
may occur in 2020.

Revenues

The 2020 Parking Fund revenue budget is expected to decrease by 6.5% to $74.0 million from the $79.2
million projected 2019 revenue. The 2020 revenue budget incorporates an overall parking system increase
that includes continued on-street usage growth of the parking meters with their associated smartphone app,
plus one-time ABC ramp revenues to offset expenses noted below and interfund borrowing for capital projects
but is decreased because of lost revenue from the Government Center Ramp.

The Fund also receives special assessments and tax increment revenues. These revenues will remain
the same with approximately $0.9 million in 2019 to $0.9 million in 2020, primarily due to tax increment.
These revenues are expected to slightly increase in 2021 but then decrease in future years.

Source of Funds
($74.0 million)

Sales 1.4%
Other 0.7%

Increments 1,2%
ermits .81/0 ?

services 95.9%

Expenses

The 2020 proposed Parking Fund expense budget is $74.0 million which is a 2.9% decrease from 2019
projected expenses of $76.2 million. This 2020 decrease is due to alignment with historical actuals, and
reflects anticipated decrease in Government Center Ramp expenses.

The 2020 capital budget increases from $3.0 to $8.5 million. Both 2019 and 2020 capital budgets include

planned Impound Lot improvements, with an additional $6.0 million in one-time maintenance spending in
2020. After 2020, the annual capital budget decreases to $2.0 million
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2020 Use of Funds

($74.0 million)
Capital 11%
Debt Service 7%
Transfers

16%

Salaries 4%
Fringes
2%

Transfers
The Fund transfers in and out are reflected in the above revenues and expenses. More specifically, the
key transfers out include:

e Target Center Arena Fund transfers are forecasted at 4.0 to 5.0% annual increases. This transfer
out increases by $0.2 million in 2020 to $4.6 million.

e General Fund transfers increase in 2020 and are forecasted to remain flat thereafter. In 2020 this
transfer out will be $8.0 million.

e Solid Waste and Recycling annual transfer out of $146,000 remains constant to support service for
bus shelter litter containers.

Debt Service

Total debt service, which includes principal and interest on bonds and notes issued for the Parking System
is $5.1 million for 2020. Total debt service payments are forecasted to increase in future years. Opportunities
to reduce debt continue to be examined.

Net Position & Cash Balance
The Parking Fund expects net position to remain flat at $203.0 million in 2020, due to increasing On-Street
revenues offset by increased spending.

The Parking Fund cash balance at year-end 2020 is anticipated to be approximately $16.7 million, which

is almost identical to the projected cash balance for 2019. The city financial policy sets the Target Cash
Reserve at 25% of operating expenses of $34.1 million, which equates to $8.5 million.
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Parking Fund
Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis

2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Municipal Parking Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019| 2021 2022 2023 2024
Budget Actual| Budget Actual Budget Projected| Budget Projected| Forecast Forecast Forecast Forecast

Source of Funds:
License and Permits 300 487 450 782 495 526 600 14.1 % 612 624 637 649
Charges for Service, Sales/Permits 60,042 67,950 61,139 69,100 64,191 69,516 71,020 2.2 %| 71,243 72,529 73,840 75,176
Charges for Sales 1,100 735 1,100 1,230 1,000 1,527 1,000 (34.5)% 1,020 1,040 1,061 1,082
Special Assessments 543 — 543 — 543 — 543 — %) 543 543 543 543
Exchange of Gov't Center Ramp — 20,557 6,000 (18,121 — — — — % — — — —
Other Miscellaneous Revenues — 13 — 90 — 47 — — % — — — —
Tax Increment Transfers In 704 814 1,137 749 929 855 883 3.3 % 1,158 1,123 1,088 1,053
Proceeds of Long Term Liabilities 5,400 3,700 1,000 6,683 — %

Total 68,089 90,556 74,069 53,830 68,158 79,154 74,046 (6.5)%| 74,576 75,860 77,169 78,504
Use of Funds:
Debt Service 7,674 4,814 7,674 19,289 7,143 13,076 5,135 (60.7)% 6,793 8,271 8,514 8,709
General Fund Transfer Out 7,000 7,000 7,000 8,000 7,000 7,000 7,990 14.1 % 7,640 7,840 7,840 7,840
Target Arena Transfer Out 3,940 3,940 4,158 4,158 4,383 4,383 4,615 5.3 % 4,853 5,099 5,352 5,612
Debt Service Transfer Out — 3 — — — — — — % — — — —
Sanitation Transfer Out 146 146 146 146 146 146 146 — % 146 146 146 146
PW-Traffic & Parking 40,973 44,777 44,160 47,365 45,962 44,793| 47,639 6.4 % 48,798 49,988 51,211 52,469
PW-Traffic & Parking Capital 7,600 3,088 7,200 2,965 3,000 6,808 8,500 24.9 % 2,000 2,000 2,000 2,000

Total 67,333 63,768 70,338 81,923 67,634 76,206 74,025 (2.9)%| 70,230 73,344 75,063 76,776
Change in Net Position 756 26,788 3,731 (28,093 524 2,948 21 (99.3)% 4,346 2,516 2,106 1,728
Net Position* 188,929 213,280 217,011 199,883| 200,407 202,831| 202,852 0.0%| 207,198 209,714 211,820 213,548
Total Cash Balance** 26,540 30,271 13,759 14,283 16,707 16,728 21,074 23,590 25,696 27,424
Operating Cash balance 26,540 30,271 13,759 14,283 16,707 16,728 21,074 23,590 25,696 27,424
Target Cash Reserve 11,194 7,930 8,121 8,455 8,455 8,524 8,781 9,045 9,315 9,594
Variance Operating to Target Cash 15,346 | 22,341 5,638 5,828 8,252 8,204 12,293 14,545 16,381 17,830

*Change in Net Position does not include any changes in Balance Sheet items

**Cash Balance does not include depreciation.

The Projected 2019 is from the May 2019 Statement of Revenues and Expenses. Revenue and expense forecast are based on anticipated increases.
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Sanitary Sewer Fund

Introduction

The Sanitary Sewer Fund accounts for the activities related to wastewater collection and treatment.
Approximately 55.5% of the expense in the Sanitary Sewer Fund’s 2020 budget are comprised of contractual
payments made to the Metropolitan Council Environmental Services (MCES) for sewage interceptor and
treatment related services. The Sanitary Sewer Fund portion is approximately 95.0% of the total paid by
the City to MCES with the remaining 5.0% being provided by the Storm Water Fund. The fund also accounts
for City services, operations, maintenance, design work, capital programs, transfers, and long-term debt
service associated with the sanitary sewer system.

Sanitary sewer source of fund includes: monthly billing for sewer services, proceeds from sales of bond
used for capital programs, SAC fees and miscellaneous activities. Monthly billing for sewer services is the
major source of revenue for sanitary sewer follow by bond sales and SAC fees. SAC fees are off-set by
expenditures related to the design activities and SAC charges. The Surface Water & Sewer division of the
Public Works Department is responsible for the management of operations within this fund.

Historical Financial Performance

The Sanitary fund has performed consistently over the last five years up until 2018. In 2018, there were no
bonds issued, thus contributing to lower than normal cash balance. In 2019, the cash balance improved
somewhat to $12.0 million. However, it is projected to gradually climb back up again starting in 2020 and
future years. Other than 2018 and 2019, the fund has regularly posted cash balances in the $16.0 million
range and has also maintained its cash reserve above the three months operating threshold. Both the cash
balances and cash reserve are projected to be up in the $16.0-$21.0 million range starting in 2020 and
future years. As a result, the department has been able to use the cash balance to:
fund operations and construction;

(i) meet obligations for shared costs and services with other City departments;

(i) appropriately time the sales of bonds to keep debt financing low;

(iii) structure and restructure the debt schedule for lower interest and payments; and

(iv) control utility rate increases.

The Sewer division will continue its major repairs, upgrades, rehabilitation and cleaning work paying these
out of its operating and capital appropriations. The goal has been to maintain, and build upon, unrestricted
cash reserve, and fall upon debt financing only as needed. The outlook for the fund for the next five years
looks stable with increasing cash and unrestricted reserve balances.
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Current Year Projections
Financial Snapshot
Sanitary Sewer Fund
(in thousands of Dollars)

140,000

120,000
100,000
80,000
60,000
40,000
20,000

0

2017 2018 2019 2020 2021 2022 2023 2024
Actual Actual Projected Budget Forecast Forecast Forecast Forecast

Cash Balance

[ Revenues [ Expenses Net Position

Revenues

The current operating revenue is projected to be under the budgeted amount of $86.3 million, when
accounting for $6 million in mid-year appropriations, by $3.2 million due to lower reimbursements for design
activities. Proceeds from prior years’ bond sales are available in the arbitrage fund to cover infrastructure
related costs. This balance has been projected to increase $18.1million from additional bond sales in 2019.
Sewer Availability Charges, or SAC, are one-time fee collected from residents or businesses for initial
connection to the wastewater system. These fee revenues are collected from property owners and
developers and passed on to the Metropolitan Council. Therefore, any increase or decrease in SAC revenues
corresponds to similar increase or decrease in SAC expenditures.

Expense

Operating expense for 2019 is projected at $72.6 million compared to the adopted budget of $69.9 million.
As activities for major repair, rehab, cleaning, and upgrades pickup during the second half of the year, the
projection for the year is $2.7 million over the budgeted amount due largely to increased Met Council
contractual obligation. Salaries and fringe at the current rate are projected to fall within the budgeted amount
as personnel budgets have been modified to reflect work requirements and needs. The debt services are
expected to stay level as the bond sales in 2019 were in line with budget.

Net Position & Cash Balance
The Sewer fund net position and cash balance are projected to total $130.0 million and $12.1 million
respectively by the end of 2019. The cash balance is $860,000 more than the budgeted amounts due to
lower sewer maintenance costs.

2020 Budget

Revenues from operations account for 85.8% of the budget with the remaining 14.2% coming from capital
programs which are consistent with prior years. For 2020, use of funds is estimated to increase by 0.3%
over 2019’s projections.
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Source of Funds
($99.3 million) Revenues

Service-Capital 1% The total revenue budget for the Sanitary Sewer Fund for
SAC Revenue 9% 2020 is $99.3 million compared to the 2019 projected
°  revenues of $102.6 million, a decrease of $2.4 million, or
Bond 3.3%. The maijority of the change is a result of a combined:
Proceeds 12% (i) decrease in SAC revenues of $5.0 million due to a
significant increase in city development in 2019 that was not
budgeted for in 2020; (ii) increase in service revenues of $7.3

SN million, reflecting increases in monthly utility rates; and a
Utilties decrease in (iii) proceeds from long-term liabilities of $6.1
0T million due to 2018 bonds were issued in 2019 and therefore

increased bond proceeds in 2019.

Sanitary Utility Rates

Sanitary sewer rates are comprised of variable and fixed rates. For 2020, the variable sewer rate is proposed
to increase to $4.54 per one hundred cubic feet (one unit, or 748 gallons) compared to $4.21 for 2019, while
the fixed rate is set at $6.30 compared to $5.80. Rates were increased to fund sanitary treatment programs,
design, maintain, upgrade and rehab sanitary tunnels, and to pay for debt service and shared meter costs.

p, —
Year Rate (cqst per 100 %o Average Monthly Bill Ut||_|ty Revenue from
per cubic feet) Increase variable rates

2019 $4.21 8.5% $25.26 $61.4 million
2020 $4.54 7.8% $27.24 $66.5 million
2021 $4.76 4.9% $28.56 $69.7 million
2022 $4.93 3.57% $29.58 $72.1 million
2023 $5.09 3.3% $30.54 $74.4 million

Use of Funds Expense : -

s The total expense budget for 2020 is $95.3 million compared
($95.3 million) to the 2019 budget of $95.7 million, an overall decrease of

$355,000, and reflects the following changes from the 2019

_ _ adopted budget: (i) increase in Met Council charges of $1.8

City Ser\{lceg 7% million due to a rate increase; (ii) decrease in professional

Admin 2% services, upgrades, rehab, repairs, and maintenance work

Debt Svc 9% by $48,000 in the Sewer Maintenance section; (iii) increase

in City services, as established by the allocation model of

$10,000; (iv) increase of $244,000 in Sewer administration

largely due to adding sewer service line repairs previously

Capital  handled in the water fund ; (v) increase in debt services and

15% transfers by $2.0 million; and (vii) decrease in capital

programs by $4.4 million. Capital expenses for 2020 total

Transfers 1% $14.1 million, and include a building facility, along with the

ongoing inflow/infiltration, sanitary tunnel, and sewer rehab
programs.

Maintenance 10%
Design 2%

Met
Council
55%

Met Council sets the rate for treatment services, referred to as Municipal Water Charges (MWC), which are
allocated regionally to all users of the system, based upon their proportionate use. The largest expense in
the Sanitary Sewer Fund is the service charge paid to Metropolitan Council Environmental Services (MCES)
for the treatment of waste water. The estimated payment to MCES for 2020 is $46.0 million, a 4.4% increase
over 2019. The Sanitary Sewer Fund bears $43.7 million of this cost with the remaining $2.3 million paid
from the Storm Water Fund. Minneapolis is the largest customer in the MCES system. (Please note this
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payment is only a portion of the Met Council Environmental Services line as shown on the plan; the SAC
payments are included in the plan total).

Transfers

A transfer from this fund is made to the Water Fund to cover shared meter expenses. The transfer was
initiated in 2012, and will remain a yearly budgetitem. For 2020, the transfer amount is estimated at $879,000
with future year amounts jointly decided in cooperation with Water department.

Debt Service

To date, the Fund’s outstanding debt arising from bond financing stands at $39.1 million, of which $15.7
million was added in 2019. The bonds were sold to finance capital infiltration and inflow programs and
upgrade the City’s sewer system. For 2020, $8.4 million is set aside for debt service payments. For the next
five years, bond proceeds will be the major source of funding for capital programs. Yearly payments for
interest and principal will continue at or above the 2019 rate.

Net Position & Cash Balance

At the start of the year, cash balance was $4.5 million, with the Fund’s net position at $122.4 million. Based
on 2019 projections, the cash balance and net position will increase to $12.1 million and $130.0 million
respectively by the start of 2020. The five years plan forecasts a continual increase, due to increases in
utility rates and proceeds from long term liabilities.

The City’s policy is to have a cash balance equal to or greater than three months of operating expenses.
Therefore, the targeted cash balance for 2020 is $18.0 million, leaving the fund below the target reserve by
$2 million.

Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis

2020 Council Adopted Budget

Financial Plan (in thousands of dollars)

Sanitary Sewer Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 2019 2021 2022 2023 2024
Budget  Actual Budget Actual Budget Projected Budget Projected | Forecast Forecast Forecast Forecast

Source of Funds:
Charges for Service 60,581 58,837 65,738 63,929 70,890 69,541 76,855 10.5 % 80,840 84,106 87,228 90,493
SAC Revenues 8,000 9,200 8,000 9,968 9,000 14,000 9,000 (35.7)% 15,000 15,000 15,000 15,000
Other Misc Revenues 785 705 1,060 167 1,045 200 400 100 % 400 400 400 400
Charges for Service - Capital 1,000 843 1,000 46 1,000 800 1,000 1,000 1,000 1,000 1,000
Proceeds from Long Term Liabilities 7,250 8,126 11,000 1,752 14,500 18,087 12,000 (33.7)% 15,500 11,500 10,500 7,500
Total 77,616 77,711 86,798 75,862 96,435 102,628 99,255 (3.3)% 112,740 112,006 114,128 114,393
Use of Funds:
PW-Sewer Design 1,553 1,068 1,586 1,439 1,538 1,538 1,518 (1.3)% 1,548 1,579 1,612 1,644
PW-Sewer Maintenance 7,662 8,673 9,648 10,121 9,669 8,703 9,601 10.3 % 9,800 10,211 10,292 10,530

MERF Debt Service -New Plan 210 210 210 210 210 210 210 210 210 210 210
Met Council Environment Srvcs 46,796 47,909 49,398 51,437 51,036 55,036 52,885 (3.9)% 54,634 56,453 58,344 60,311
Payment for City Services 5,052 4,846 5,454 5,186 6,041 5,916 6,051 2.3 % 6,152 6,254 6,358 6,465
PW - Sewer Admin 599 556 1,154 1,125 1,429 1,186 1,673 411 % 1,635 1,638 1,672 1,710
Debt Service 3,238 3,027 5,153 4,980 5,193 5,193 5,700 9.8 % 5,306 5,330 3,978
Future Debt Service — — — — 1,494 — 2,711 100 % 5,316 7,651 9,572 11,438
Transfers

To MERF/Gen Debt Service — — — — — — — —

To Water Fund 1,213 1,225 684 684 593 593 879 48.2 % 1,116 1,209 1,287 1,396
PW- Capital Programs 9,250 10,226 13,600 12,328 18,500 16,660 14,100 (15.4)% 19,500 14,500 14,500 13,500
Total 75,573 77,740 86,887 87,510 95,703 95,035 95,328 0.3 % 105,307 105,035 107,825 107,204
Change in Net Position 2,043 (29 (89) (11,648 732 7,593 3,927 7,433 6,971 6,303 7,189
Net Position Balance 121,399 121,224 | 121,135 122,400| 123,132 129,993 | 133,920 141,353 148,324 154,627 161,816
Cash Balances

Operating Cash 20,353 16,165 16,076 4,474 5,207 12,067 15,995 23,428 30,399 36,702 43,892

Construction Cash — — — — — — — — — —

Total Cash Balance 20,353 16,165 16,076 4,474 5,207 12,067 15,995 23,428 30,399 36,702 43,892

Target Cash Reserve 15,468 15,816 16,863 17,380 17,481 18,147 17,985 18,517 19,086 19,622 20,218

Variance Cash Balance to Target 4,885 350 (787) (12,906) (12,274) (6,080) (1,990) 4,911 11,313 17,080 23,674
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Solid Waste and Recycling Fund

Background

The Solid Waste and Recycling Fund provides services related to collection, disposal, and recycling of
household waste, yard waste, and problem materials. Graffiti removal and the organics program are
additional activities. The Solid Waste Division provides weekly and bi-weekly services for trash, yard-waste,
organics, and recycling material pickups. It also operates a solid waste transfer station providing service to
over 107,000 households. City crews provide approximately one-half of the solid waste collection service
in the City with the other half provided through a contract with a consortium of companies specializing in
waste collection.

Funding for Solid Waste and Recycling activities is primarily generated from solid waste collection fees
through monthly utility bills. The Fund also receives yearly grants from Hennepin County. Additional revenue
is generated through recyclable sales, miscellaneous services, graffiti abatement, and organic programs.
The division of Solid Waste & Recycling is responsible for the management of the operations within this
fund.

Historical Financial Performance

The overall financial condition of the Solid Waste and Recycling Fund has remained stable over the last five
years, despite implementing one-sort and organic programs at an additional cost of $8.9 million. The Fund
has been continuously maintaining its cash balance above $25.3 million, keeping the three-month cash
reserve of $9.4 million, and leaving $15.1 million as unrestricted. This will change in 2019 and 2020 as
some of the cash balance above the reserve requirement is being used to fund part of the new facility. Total
revenues for 2018 were at $51.2 million compared to $46.4 million in expenses. Increase in the year’s
expenditures was expected due to Capital program which will continue for the next few years. Even with
this ongoing facility construction, the fund has been able to:

(i) fund new programs - mattress and electronics hauling and recycling;
(i) start new initiatives - zero waste studies, litter prevention, step-up interns, and graffiti abatement
programs;

(iii) meet its obligations for shared costs and services with other City departments;

(iv) finance the Solid Waste Information System(SWIS) replacement project, and upgrade its software
support system;

(v) replace vehicle, trucks, carts, and other business line equipment on a yearly basis;

(vi) maintain staffing levels;

(vii)  postpone debt financing; and

(viii)  control utility rate increases.

The outlook for the Fund for the next five years looks just as stable as the past five. A new $25.0 million
facility construction is in the works, which is currently being paid out of fund balance, but will eventually be
replaced partially with bond proceeds, as we purposely use up the cash reserve excess to alleviate the
need for additional debt.
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Current Year Projections

Financial Snapshot
Solid Waste & Recycling Fund
(in thousands of Dollars)
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Revenue

For the current year, revenue is projected to reach $66.2 million compared to $51.2 million earned in 2018
reflecting an increase of $15.0 million mainly due to projected bond sales in 2019. Solid waste utility revenue
is projected to increase by $53,000 compared to 2018 due to increase in rates and dwelling units. County
recycling grants and miscellaneous revenues are projected to be realized as budgeted in the current year.

Expense

Operating expense for 2019 is projected to equal $41.1 million compared to $39.8 million spent in 2018,
due to increase in estimates regarding personnel, contractual services, equipment, and SWIS replacement
projects. The capital program is projected to incur $26.9 million in expense compared to $6.3 million spent,
as construction picked up momentum in 2019.

Net Position and Cash Balance

Since both the projected revenues and expense are estimated to surpass actual amounts of 2019, the
change in net position and cash balance will be more than anticipated. For 2019 year end, net position and
cash balance will total $20.9 million and $24.5 million respectively.

2020 Budget

Over the last four years, a total of $28.7 million has been earmarked for a facility improvement to be funded
through bonds. The facility is expected to be substantially completed in 2019, although the interior of the
building will not be ready until Spring of 2020. In 2020 the use of funds is expected to decrease by 38.9%
primarily due to a decrease in capital spending from the fund.
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(546.7 million)

Solid Waste Utility Rates

Revenues
sales The total revenue budget for 2020 stands at $46.7 million
compared to $66.2 million in revenue projected for 2019.
This is a decrease of $19.5 million, or 29.5% over the 2019
projection and is a result of: (i) decrease in bond proceeds
estimated at $20.1 million related to capital funding; (ii)
decrease in service revenue, estimated at $38.7 million,
which is $53,000 higher than the budget for 2019, due to
lower recycling revenue expected.

HOME

The Department proposes to increase the base rate for collection and hauling to $25.08 per dwelling unit,
an increase of $0.55 over the 2019 utility rate, in order to fund increases in salaries, fringe, contractual
services, operating supplies, carts, vehicle replacements, and debt services. This increase is based on the

estimated number of dwelling units in 2020 of 107,118.

Revenue Assumptions (2020)

Number of dwelling units

[107,118

Expense

The total expenditure budget for 2020 amounts to
$48.7 million compared to $72.2 million projected for
2019, a decrease of $23.6 million, or 32.6%. The
operating budget totals $43.7 million and the
remaining $5.0 million is for facility related debt
service. The 2020 operating budget, compared to
2019, reflects the following changes: (i) an increase
in yard waste, garbage, TV, and mattress collecting,
hauling, disposing, and recycling costs of $845,000
due to new vendor contracts; (ii) an increase in
equipment, carts, roof repairs, and operating supplies
by $1.7 million; (iii) an overall decrease of $203,000
in payment for City services, as set by the 2020
allocation model; (iv) a decrease in IT projects by
$107,000; (v)increase in debt services by $1.7 million.

Transfers

Use of Funds
($48.7 million)

Problem Transfer
Material Station
5% 1% Customer
Service
\ 1%

Yard Waste
7%

Clean City
3%
Graffiti

— 1%

Recycling
9%

Equipment
9%

Crrganics
10%

The Solid Waste and Recycling Fund will continue to receive a $146,000 transfer from the Parking Fund
for litter container pick-ups in the downtown area. The Fund has also been receiving an annual transfer
from the General Fund for graffiti removal since 2014. For 2020, General Fund transfers total $325,000.

These transfers are expected to continue into the future with variations in programs and amounts.
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Debt Service
The Fund anticipates $1.7 million increase in debt service payments for principal and interest in 2020. The
increase relates to the additional debt issued in 2019 for the facility.

Net Position & Cash Balance

The Solid Waste Fund started the year with a cash balance of $30.5 million and a net position total of $26.9
million. Based on the 2019 estimates, the cash balance and net position will decrease to $24.5 million and
$20.9 million, respectively. The five year plan forecasts a gradual decline due to debt service payments.
The City’s financial policy requires a fund to maintain a cash balance equal to or greater than three months’
operating expense. Therefore the target cash balance throughout 2020 is $10.9 million making $10.8 million
available for debt services.

Solid Waste Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis

2020 Mayor Recommended Budget

Solid Waste Fund

Financial Plan (in thousands of dollars)

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 | 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast

Sources of Funds:
Local Government 1,080 1,526 1,701 1,682 1,768 1,854 1,659 (10.5)% 1,659 1,659 1,659 1,659
Charges for Service 37,065 36,993 37,705 37,861 38,598 38,651 39,578 24 9% 40,034 40,859 41,704 42,570
Charges for Sales 45 609 350 182 350 203 150 (26.1)% 150 150 150 150
Special Assessments — 121 — 93 — — — — % — — — —
Other Misc Revenues, Rents 920 731 758 1,029 758 1,363 488 (64.2)% 758 758 758 758
Long Term Proceeds - Capital 15,000 — 3,710 9,919 — 20,124 — 100 % — — — —
Operating Transfers In:

Parking Fund 146 146 146 146 146 146 146 — % 146 146 146 146

General Fund - Graffiti 325 325 325 325 325 325 325 — % 325 325 325 325

Bond Redemption Fund — — — — 3,523 3,523 4,324 — % 4,136 3,953 — —
Total 54,581 40,451| 44,696 51,237| 45,468 66,189 46,670 (29.5)% 47,208 47,850 44,742 45,608
Use of Funds:
Collection 7,638 7,647 7,709 7,553 7,734 7,925 7,750 (2.2)% 7,942 8,094 8,248 8,406
Disposal 4,814 4,894 5,346 5,114 5,221 5,221 5,541 6.1 % 5,672 5,678 5,848 5,854
Recycle 3,992 3,603 4,064 3,712 4,191 3,950 4,348 10.1 % 4,374 4,453 4,533 4,614
Yard Waste 3,320 2,961 3,336 3,093 3,468 3,150 3,378 7.2 % 3,428 3,480 3,532 3,586
Problem Material 2,000 2,247 2,343 2,341 2,519 2,450 2,525 3.1 % 2,640 2,761 2,890 3,027
Transfer Stations 459 436 470 591 820 762 701 (8)% 484 491 499 506
Admin 7,542 6,708 7,176 7,353 7,668 7,625 7,557 (0.9)% 7,353 7,488 7,625 7,765
Customer Service 649 527 652 528 665 625 699 11.9 % 712 725 738 751
Clean City 1,340 1,089 1,557 1,359 1,567 1,300 1,515 16.6 % 1,541 1,568 1,595 1,623
Graffiti 862 540 749 643 837 588 699 18.9 % 710 723 736 749
Equipment 3,666 2,930 3,367 3,285 3,814 3,329 4,320 29.8 % 3,276 3,273 2,471 2,824
Organics 4,063 4,099 4,078 4,260 4,851 4,175 4,631 10.9 % 4,707 4,784 4,862 4,942
Capital Program 15,000 3,527 3,710 6,266 — 26,939 — (100)% — — — —
Debt Service 1,646 — — 310 4,172 4,172 4,997 19.8 % 5,636 5,453 1,500 1,500
Total 56,991 41,207 | 44,557 46,408| 47,527 72,211 48,660 (32.6)% 48,475 48,971 45,079 46,149
Change in Net Position (2,410) (756 139 4,829 (2,059) (6,022) (1,990) (1,268) (1,121) (337) (541
Net Position Balance 23,112 25,659 25,529 26,873| 24,814 20,851 18,861 17,593 16,472 16,135 15,595
Cash Balance 22,915 24,524 24,663 30,529| 28,470 24507 | 22,517 21,249 20,128 19,791 19,251
Target Cash Reserve 10,086 9,420 10,212 9,958| 10,839 10,275| 10,916 10,710 10,879 10,895 11,162
Variance Cash Balance to Target 12,829 15,104| 14,451 20,571 17,631 14,232 11,600 10,539 9,249 8,897 8,089

City of Minneapolis — Financial Plans 147 2020 Council Adopted Budget




HOME

City of Minneapolis
2020 Budget
Financial Plan

Storm Water Fund

Background

The storm water collection and street cleaning programs make up the budget for the Storm Water Fund.
The Fund accounts for the design, construction, and maintenance of the City’s storm drain system and
street cleaning activities. A portion of the Storm Water Fund is used for sanitary water interceptor and
treatment services, a function carried out through the Metropolitan Council Environmental Services (MCES).
Street cleaning is a function of the Transportation Maintenance and Repair division of the Public Works
department, with funds provided by Storm Water.

Fund resources include: monthly utility billing for storm drainage services, quarterly reimbursement for
maintenance services provided to the State and County, reimbursement for design work, services provided
to other City departments and outside parties; and proceeds from long term liabilities and grants. The Surface
Water & Sewer division is responsible for the management of operations within this fund.

Historical Financial Performance

The Storm Water Fund has performed well in the last five years, maintaining a cash balance above $26
million, and on average, keeping the three-month operating cash reserve to $8.0 million, restricting an
additional $2.0 million for at-risk-tunnels, and posting an unreserved balance of $18.4 million. It has
consistently generated operating revenues in excess of operating expenses by $10 million. As a result, the
Fund has been able to:

(i) Pay off all outstanding bonds and debts;

(i) Increase personnel for infrastructure and construction programs;

(iii) Increase capital expenditures for the future years;

(iv) Meet its obligations for shared costs and services with other City departments;

(v) Restructure future debt financing; and

(vi) Control utility rates.

The Fund will continue with design, storm tunnel repair, rehab, televising, cleaning, in addition to flood
mitigation and various vegetation maintenance work, using both operating and capital appropriations. The
goal has been to maintain, and build upon, unrestricted cash reserves, and continue to use fund balance,
and to use debt financing only as needed. With a substantial unrestricted reserve, the fund plans to spend
increasingly on capital programs, infrastructure, and major repairs over the next five years.
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Current Year Projections

Financial Snapshot
Solid Waste and Recycling Fund
(in thousands of Dollars)
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Revenues

For the current year, operating revenue is projected to come in at $44.0 million, $200,000 higher than
budgeted. The utility rate for the current year is $13.42 per equivalent storm units (ESU) compared to $13.09
for 2018. As per a signed agreement, the maintenance revenue from the State and County will be realized
in full as budgeted. Design and capital related revenues reflect and are dependent on capital activities; so
as capital expenditures increase, bond revenues and reimbursement increase.

Expense

Operating expense for 2019 is projected at $29.6 million for the year. In capital programs, $16.9 million is
projected to be spent in the current year which is $1.7 million less than budgeted. Transfer for shared costs,
estimated at $1.6 million, will be expended as budgeted.

Net Position and Cash Balance

The Storm fund cash balance and net position have continuously grown in the past five years. For the current
year, net position and cash balance are projected to total $341.2 million, and $28.5 million respectively.
These are slight increases from 2018 actual amounts due to a decrease in capital expenditures.

2020 Budget

Revenues from operations account for 99.0% of the budget with remaining 1.0% coming from the capital
program as bond proceeds and service charges. With significant increases in capital expenditures planned
for next five years, funds from bond sales are in the plan in order to maintain positive cash balance. Expenses
from operations account for 63.5% of the total budget with 29.7% allocated for capital, 3.3% for transfers,
and 3.4% for debt services. The combined sewer flow program has been discontinued from the operating
budget, but will continue in the capital program.
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Source of Funds

{$47.1 million),
B ' Service - Revenues

h G The 2020 revenue budget is $47.1 million, compared to
: $49.8 million projected for 2019, reflecting a decrease of
Bond $2.8 million. This is due to combined increases in: (i) service
[P revenues by $722,000, due to increases in monthly utility
i rates; (ii) maintenance revenues by $47,000 as per State
Y Agrmnt- and County schedule; (iii) decrease in capital revenues by
| S=elowny 64,8 million, due to decreases in long term financing; and
pricsam (iv) a decrease in design revenues of $700,000 due to
e planned change of coding design costs directly to the capital

1% projects, thus reducing the intra-fund billing of charges.

Storm Water Utilities Rates
The Department proposed a storm water utility rate of $13.42 per ESU for 2020, which is an increase of
$0.33 over the 2019 rate. It was increased to fund operations, transfers, debt services, and capital programs.

Year (EquivaIeR:tteSf:rrn:E\?Vl;ter Unit) Inc:ﬁase Total Planned Revenue from Utility Fee
2020 $13.42 2.7% $42.0 million
2021 $13.77 2.5% $43.1 million
2022 $14.13 2.6% $44.2 million
2023 $14.50 2.6% $45.4 million
2024 $14.88 2.6% $46.6 million
Expenses

City Srve Transte™  The 2020 total expense budget for the Storm Water Fund is

1% $49.3 million, a decrease of $3.6 million from the 2019

et Council Use of Funds Pudget with the following changes: (i) increases in salaries

e $49.3 million and fringe of $136,000 due to step increase; (ii) increases

in City services of $441,000, as established by the allocation
model; (iii) increases in fleet and equipment by $185,000;
iv) an increase in operations and contractual services by

127,000; (v) increase in debt services and transfers by $1.3
million; (vi) increase in professional services, storm tunnel
cleaning, televising, catch basin repairs, maintenance work
of $800,000; and (vii) decrease in capital programs by $4.1
million. Capital expenses for 2020 total $14.6 million and
include combined sewer overflow, storm tunnel rehab, flood
mitigation, and storm-paving programs. These are
designated to be funded from cash reserves and bond
proceeds.
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Transfers

Transfers-out of this fund are for an environmental services program in the General Fund which is fixed at
$110,000. An additional $1.5 million transfer is the Storm Water Fund’s contribution to the Paving program.
These transfers will remain a yearly budget item on an ongoing basis.

Debt Service

The Fund paid off all of its previous debt service obligations in 2016. Bond funded programs were planned
for 2019 and an additional $1.0 million has been added in 2020. As a result, debt service payments of $1.7
million are estimated for 2020.

Net Position and Cash Balance

The Storm Water Fund started the year with a cash balance at $26.6 million and a net position total of $339.4
million. Both the cash balance and net position are projected to decrease in 2020 due to continual increase
in capital expenditures. The five-year plan projects a gradual decline in both cash balance and net position
as a result of an increase in capital expenditures.

The City’s financial policy requires the fund to carry a cash balance equal to or greater than three
month’s operating expense. The target cash balance through 2020 is $7.8 million making $18.4 million
available as an unrestricted amount to fund capital programs, debt services, and transfers.

Storm Water Fund Net Position & Cash Balance
(in thousands of dollars)
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2020 Mayor Recommended Budget
Financial Plan (in thousands of dollars)

Storm Water Fund
% Chg
2017 2017 2018 2018 2019 2019 2020 From2019| 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Federal Government — — — — — — — — — — —
State Government 1,327 1,249 1,196 1,315 1,346 1,346 1,403 42 % 1,491 1,525 1,525 1,561
Local Government 318 416 335 356 375 375 365 2.7)% 374 384 384 393
Charges for Service-Operating 38,578 39,751| 39,679 38,822 40,735 41,273 41,995 1.7 %| 43,092 44,221 45,380 46,572
Design & Misc Revenues 1,318 920 2,045 1,846 1,352 1,000 300 (70)% 300 300 300 300
Special Assessments — 76 — 81 — — — — — — —
Grants Proceeds/Others - Capital — — 2,388 375 — — 100 % — — — —
Charges for Service-Capital 2,000 652 2,000 2 2,000 2,000 100 % 2,000 2,000 2,000 2,000
Proceeds of Long Term Liabilities — — 2,500 — 6,500 5,847 1,000 100 % 11,000 13,000 17,500 6,000
Total 43,541 43,063 50,143 42,797| 52,308 49,841 47,063 (5.6)%| 58,257 61,430 67,089 56,825
Use of Funds:
PW-Storm Design 5,757 5,822 5,038 4,726 5,575 5,356 5,790 8.1 % 5,858 5,937 6,018 6,102
PW-Field Services 9,148 9,514 9,866 9,825 9,945 9,833 9,985 1.5 % 10,294 10,602 10,921 11,251
PW-Storm Maintenance 6,149 6,784 8,099 7,940 7,620 6,120 6,628 8.3 % 6,759 6,894 7,034 7,178
Metropolitan Council 2,034 2,034 2,171 2,172 2,205 2,205 2,301 4.4 % 2,393 2,489 2,588 2,692
Payment for City Services 4,858 4,241 5,081 4,758 5,237 4,937 5,181 4.9 % 5,261 5,344 5,427 5,512
PW-Admin 893 639 1,254 1,046 1,527 1,149 1,405 22.3 % 1,335 1,316 1,347 1,380
Debt Service — — — — — — 1,688 — — — —
Future Debt Service — — — — 401 247 100 % 2,059 3,273 4,411 4,470
Transfers 1,610 1,610 1,625 1,625 1,640 1,640 1,655 0.9 % 1,671 1,687 1,702 1,718
PW- Capital 14,965 13,309| 19,768 6,794| 18,735 16,515| 14,645 (11.3)%| 26,950 25,250 27,250 15,550
Total 45,414 43,953 52,902 38,886| 52,885 48,002 | 49,278 2.7 % 62,580 62,792 66,698 55,853
Def.Capital Proj - Rev Funded 14,808 5,433 5,680 3,806 — — — — — — —
Change in Net Position (16,681) (6,323) (8,439) 105 (577) 1,839 (2,215) (4,323) (1,362) 391 973
Net Position 310,489 332,711 324,272 339,403| 338,826 341,242 339,027 334,705 333,343 333,734 334,707
Cash Balances 19,182 27,087 18,648 26,629| 26,052 28,648 | 26,252 21,928 20,567 20,957 21,931
Construction Cash — — — — — — — — — —
Total Cash Balance 19,182 27,087 18,648 26,629| 18,070 28,648 | 26,252 21,928 20,567 20,957 21,931
Target Cash Reserve 7,210 7,259 7,877 7,877 8,027 7,400 7,823 7,975 8,146 8,334 8,529
Variance Cash Balance to Target 11,972 19,829 10,771 10,771 10,043 21,068 | 18,429 13,953 12,421 12,623 13,402
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Water Treatment and Distribution Services Fund

Introduction

The Public Works Water Treatment and Distribution Services Fund accounts for the administration, operation,
maintenance, and capital investments of the water treatment and distribution system of the City of
Minneapolis. The Water Treatment and Distribution Services Division sells water to retail customers in the
City as well as wholesale customers (i.e. the Cities of Bloomington, Columbia Heights, Hilltop, Golden Valley,
New Hope, Crystal, and Edina, as well as the Metropolitan Airports Commission). Between 2016 and 2018,
the City of New Brighton also purchased water wholesale from the City.

Monthly billing for water sales is the main source of revenue for this fund. The City’s Public Works Water
Treatment and Distribution Services Division is responsible for the management of operations within this
enterprise fund.

Historical Financial Performance

The net position of the Water Fund has increased over the past several years due primarily to scheduled
rate increases and deferrals of some major capital improvements and investments to 2018 and beyond.
The fund has performed consistently over the previous five years with its cash balance increasing in four
of those years and has continuously maintained its three-month operating cash reserve requirement.

The long-term health of the fund is stable with significant capital projects planned over the next three to four
years that will be funded with a combination of cash reserves and debt financing. This will be accomplished
while still keeping the increase to the average monthly residential bill under four percent annually.

Current Year Projections
Financial Snapshot
Water Fund
(in thousands of Dollars)
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Revenues

The 2019 operating revenues are projected to total $81.4 million or 70.6% of the budget. The decrease in
revenue is mainly due to decrease in usage from retail sale customers. Proceeds from bond sales are
another significant revenue source and are expected to surpass the budgeted amount due to the completion
of deferred capital projects.

Expenses

The 2019 operating expenses are projected to total $55.5 million which is lower than the budgeted amount
of $61.3 million. The decrease in expenditure mainly reflects decrease in energy bills, contractual, and
professional services related to repairs, maintenance, and upgrades. Capital expenses are expected to be
higher than originally budgeted for 2019 as a result of the completion of deferred capital projects.

Net Position & Cash Balance

The Water Fund net position is projected to decrease by $3.4 million in 2019 to a total of $268.0 million.
The cash balance is projected to be $37.6 million at year end which is sufficient to cover the three-month
operating reserve requirement of $15.3 million and will be used to partially fund capital projects scheduled
for the next few years.

2020 Budget

Operating revenues and expenses for the next few years are anticipated to be steady with small percentage
increases each year. Due to planned improvements to both water treatment related infrastructure and the
distribution system during 2020-2024, capital expenses and the related bond sale proceeds are expected
to remain higher during this period.

Revenues

The total revenue budget for 2020 is $116.9 million compared to the 2019 projected revenues of $115.2
million, an increase of $1.7 million, or 1.5%. This is due to increase in operating revenues and transfers
which is offset by decrease in debt proceeds as compared to 2019 due to capital projects that carried
over to into 2019 from prior years.

Source of Funds
($116.9 million)

Retail Fixed
8%

Wholesale
13%

Other revenue 3%
Transfers 1%

Bond proceeds
21%
Retail
Volume
53% Capital revenue
2%
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Water Utility Rates

The budget includes a fixed rate charge based on meter size as well as a variable rate charge of $3.68/
unit. The fixed rate charge helps to cover the fixed costs of operating the utility which increases the utility’s
financial stability as it continues to operate in an environment of declining consumption due to conservation
efforts.

Projected Revenue from Retail Water Sales

. Rate Total Cost
Fixed .| (cost per Per Month Total % Total Monthly Total Planned
Year | Rate (5/8 . Cost Increase Revenue from

100 cubic | for Average Change -
Meter) per Household Utility Fee

feet) Consumer
2020 $5.50 $3.68 $31.26 2.8% $0.85 $70.5 Million
2021 $6.00 $3.77 $32.39 3.6% $1.13 $72.9 Million
2022 $6.50 $3.86 $33.52 3.5% $1.13 $75.2 Million
2023 $7.00 $3.95 $34.65 3.4% $1.13 $77.5 Million
2024 $7.50 $4.04 $35.78 3.3% $1.13 $79.8 Million

Projected Revenue from Wholesale Water Sales

Total Revenue Earned

Year % Change from Utility Fee -

Wholesale
2020 5.7% $15.1 Million
2021 3.3% $15.6 Million
2022 3.3% $16.1 Million
2022 3.3% $16.7 Million
2024 3.2% $17.2 Million

Expenses

The 2020 expense budgetis $124.0 million, a4.6% increase from 2019 projected expenses of $118.6 million.
The expense budgetincludes the operating costs of the Division as well as the capitalimprovement programs.
Planned capital projects include improvements to the water distribution network, treatment infrastructure
improvements, rehabilitation of the Fridley Filter facility and replacement of the Distribution Maintenance
Facility. The 2020 capital budget of $41.7 million represents a 4.7% decrease from the 2019 projected
capital expenses which include carried over projects from prior years to 2019.
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Use of Funds
($124.0 million)

Capital
33.6%

Debt
Service

Transfers

For 2020, the transfer amount of $908,121 consists primarily of a $879,121 operating transfer from the
Sanitary Sewer Fund for their share of the cost of the meter shop. This is an ongoing transfer that is adjusted
annually based on actual meter shop expenses incurred.

Debt Service

The debt service total of $20.8 million relates to bonds and notes sold to finance the Water Fund’s capital
construction program. As of November 2019, the fund’s total outstanding debt was $122.9 million with
current debt service running through 2033. Future debt issuances will increase the amount owed and
lengthen the payoff schedule.

Net Position & Cash Balance

The 2018 cash balance was $41.0 million and the Water Fund’s net position totaled $271.4 million. Based
on projections, the cash balance and net position will decrease to $37.6 million and $268.0 million respectively
in 2019.

The City’s policy is to have a cash balance equal to or greater than three months of operating expenses.
Therefore, the targeted cash balance in 2020 is $15.2 million, leaving $15.4 million available as an
unrestricted amount to fund capital programs and debt service payments. The five-year plan shows the
projected cash balance dropping through 2023 but continuing to remain above the three-month operating
reserve requirement.

Water Fund Net Position & Cash Balance
(in thousands of dollars)
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Financial Plan (in thousands of dollars)

Water Fund
% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019| 2021 2022 2023 2024
Budget  Actual Budget  Actual Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Water Sales - Retail
Volume Rate 59,262 55,906| 60,500 57,017| 60,664 55,3121 61,501 11.2 % 63,005 64,509 66,013 67,517
Fixed Rate 6,573 6,635 7,395 7,521 8,217 8,468 9,038 6.7 % 9,860 10,682 11,503 12,325
Water Sales - Wholesale 17,090 15,605 15915 15,536| 14,310 13,713 15,127 10.3 % 15,629 16,139 16,678 17,215
Other Operating Revenue 4,239 4,293 6,542 6,452 5,760 3,886 4,085 51 % 4,146 4,208 4,283 4,367
Proceeds of Long Term Liabilities * 58,820 12,320| 13,635 30,490| 17,890 32,019 24,285 (24.2)% 8,720 5,350 10,100 3,875
Transfers
From Sewer Fund for Meter Shop 1,213 1,213 684 684 593 593 879 48.2% 1,116 1,209 1,287 1,396
From General Fund 25 25 27 27 29 29 29 0.0% 29 29 29 29
Reimbursed Capital Revenue 2,000 1,004 2,000 533 2,000 1,200 2,000 66.7 % 2,000 2,000 2,000 2,000
Total 149,222 97,001 | 106,698 118,260 109,463 115,220 116,944 1.5% 104,505 104,126 111,893 108,724
Use of Funds:
Operating Expense 57,917 50,482| 60,406 56,237| 61,315 55,515 61,533 10.8 % 62,310 63,847 65,426 67,048
Debt Service 15,269 15,269 16,509 17,606| 17,045 19,314 19,319 0.0% 19,304 18,325 16,616 12,658
Future Debt Service 2,547 1,444 100.0% 3,152 4,174 4,802 5,986
Capital* 79,100 34,480| 29,390 34,228| 34,340 43,802 41,735 (4.7)%| 25,370 22,600 26,600 21,725
Total 152,286 100,231| 106,305 108,071| 115,247 118,631 124,031 46 % 110,136 108,946 113,444 107,417
Change in Net Position (3,064) (3,230 393 10,189 (5,784) (3,411 (7,087) (5,631) (4,821) (1,550) 1,307
Net Position 230,238 252,260 252,653 271,402| 265,618 267,991 260,904 255,273 250,452 248,902 250,209
Total Cash Balance 40,663 41,041 35,257 37,6301 30,543 24,912 20,091 18,541 19,848
Target Cash Reserve 14,479 15,102 15,329 13,689 15,172 15,364 15,743 16,132 16,532
Variance Operating Cash to Target 26,184 25,940 19,928 23,941 15,371 9,548 4,348 2,409 3,316

Notes:

* The unused 2017 & 2018 Budgeted Capital amount has been carried forward to 2019 and beyond.
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Engineering, Materials and Testing Fund

Introduction

The Engineering, Materials and Testing Internal Service Fund accounts for transactions related to City
purchases of hot-mix asphalt and ready-mix concrete and the related quality control activities for the
placement of these materials to assure compliance with State and Federal standards and specifications.
The Engineering Laboratory, a component of this fund, provides these quality control activities. In addition,
the Engineering Laboratory is responsible for construction inspection and testing services, maintaining a
laboratory for testing construction materials, performing geotechnical evaluations, and coordinating related
environmental field services. The Public Works Department is responsible for management of operations
within the fund.

This fund generates revenues from testing and inspection services provided by the Engineering Laboratory
and also from the sale of concrete and asphalt from outside vendors to other City departments. A cost
allocation model determines product costs to allow the fund to generate revenues that match operating
expenses. The Engineering Laboratory continually compares its rates with those of the private sector that
provides comparable services. Historically, the Laboratory’s hourly rate has been significantly lower than
that of the private sector while generating adequate revenue to cover the fund’s direct and indirect expenses.

Historical Financial Performance

The rates charged by the fund are reviewed on an annual basis to determine the amount of revenue needed
to cover expenses of the fund. In 2013, the overhead rate applied to the procurement and sale of asphalt
and concrete was reduced and the fund also reduced the rates charged for inspection services and laboratory
testing. The rates were decreased again in 2014 and 2015. In addition to the rates charged, the revenues
and expenses fluctuate each year based upon the amount and size of projects.

From year-end 2013 to year-end 2018, the fund’s net position decreased from $2 million to $420,000. The
most significant factor in this decrease was the implementation GASB No. 68 in 2015 to record pension
liabilities, which reduced the fund’s net position significantly. The reduction to net position was offset by
operating gains of $416,000 in 2013 and $309,000 in 2018. From year-end 2013 to year-end 2018, the
cash balance decreased from $2.1 million to $1.6 million as a result of both operating losses as well as the
aforementioned gains in 2013 and 2018.

City of Minneapolis — Financial Plans 159 2020 Council Adopted Budget



HOME

Current Year Projections

Financial Snapshot
Engineering, Materials and Testing
(in thousands of Dollars)
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Cash Balance

[ Revenues [ Expenses Net Position

Revenues

The 2019 revenues are projected to be $9.1 million, which an increase of 7.5% compared to the 2019
budgeted revenue of $8.5 million. Revenue throughout the year is dependent upon several factors such
as weather and the timing of construction projects. These variables can result in substantial variances in
the amount of revenue (and expenses) recorded throughout the year. Prior to 2017, the sale of concrete
and asphalt were offset against the expense. Starting in 2017, the purchases and sale of concrete and
asphalt were no longer offset, and the full amount of expense and revenue was reported on the financial
statements.

Expense

The 2019 expense budget is projected to be $8.7 million, which is a 2.4% increase from the 2019 budgeted
expense of $8.5 million. As noted above, expenses throughout the year are dependent upon several factors
such as weather and the timing of construction projects. As stated earlier, starting in 2017 the purchase of
concrete and asphalt is reported at cost instead of being offset by sales.

Net Position & Cash Balance

The fund’s projected net position at the end of 2019 is $862,000, which is a 100.6% increase compare to
the budgeted ending net position of $430,000. This increase is mainly due to the above stated reasons that
resulted in a higher margin. The fund’s projected cash balance at the end of 2019 is $2.1 million, which is
26.2% higher than the budgeted 2019 ending cash balance, also due to higher projected margin.

2020 Budget

The 2020 budget reflects an increase in revenue and expense from providing services to other divisions of
Public Works. The budget for 2020 does not anticipate an increase in the purchase and subsequent reselling
of asphalt and concrete.
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Revenues

Source of Funds
The 2020 revenue budget is $9.0 million, a slight decrease of ($9.0 million)
1.1% from the 2019 projected revenue of $9.1 million due to
projected increases in City projects and maintenance activities
in 2019.

The 2020 revenue budget of $9.0 million is an increase of
$529,000 compared to the 2019 revenue budget of $8.5 million.
This increase is due to projected increases in City projects and
maintenance activities.

Use of Funds Expense

($9.0 million) The 2020 expense budget is $9.0 million, an increase of

3.9% from the 2019 projected expense of $8.7 million. This
increase in the 2020 budgeted expense is due to projected
increases in City projects and maintenance activities.

Materials
and Other
69.4%

The 2020 expense budget of $9.0 million is an increase of
$539,000compared to the 2019 expense budget of $8.5
million. This increase is due to projected increases in City
projects and maintenance activities.

Contractual
Services 14.4%

Transfers
There are no transfers scheduled in 2020 for this fund.

Debt Service
This fund does not have any debt service liabilities.

Net Position & Cash Balance

The net position is projected to be $862,000 at the end of 2019 and 2020. The financial policy requires
that the fund maintain a net position at least equal to 15.0% of the operating budget, exclusive of materials
and related costs. For the year ending 2020, the projected net position is $447,000 above the benchmark
of $0.4million.

The cash balance is projected to be $2.1 million at the end of 2019 and 2020. Financial reserve policies for
the Engineering, Materials and Testing fund requires that the cash balance should not be less than 15.0%
of the operating budget, exclusive of materials and related costs, or $0.4 million for 2020. The fund is
expected to exceed the benchmark by $1.7 million in 2020.
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Engineering, Materials and Testing Fund Net Position & Cash Balance
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Engineering, Materials and Testing

City of Minneapolis
2020 Council Adopted Budget

Financial Plan (in thousands of dollars)

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Charges for Services 1,657 1,651 1,755  2,199| 2,007 2,614 2,536 (3)% 2,613 2,691 2,772 2,855
Charges for Sales 320 4,647| 5,618 5524] 6,489 6,516 | 6,489 (0.4)% 6,684 6,884 7,091 7,303
Total 1,977 6,298 7,373 7,723| 8,496 9,130 9,025 (1.1)% 9,296 9,575 9,862 10,158
Use of Funds:
Personnel Services 1,280 1,308 1,326 1,079 1,410 1,301 1,464 12.5 % 1,508 1,553 1,600 1,648
Contractual Services 606 773 613 1,066 808 1,091 1,299 19.1 % 1,338 1,378 1,420 1,462
Materials and Other 80 4,538| 5,434 5,344| 6,269 6,296 | 6,262 (0.5)%| 6,450 6,643 6,843 7,048
Total 1,966 6,619 7,373 7,488| 8,487 8,688 9,025 3.9 % 9,296 9,575 9,862 10,158
Change in Net Position’ 10 (321 — 309 10 442 — — % — — — —
Net Position’ 439 108 108 420 430 862 430 — % 430 430 430 430
Total Cash Balance 1,555 1,527 1,527 1,640 1,650 2,082 2,082 2,082 2,082 2,082 2,082
Target Cash Reserve® 283 283 291 291 333 333 415 427 440 453 467
Variance Operating Cash to Target 1,273 1,244 1,236 1,349 1,317 1,749 1,235 1,655 1,642 1,629 1,615

1Change in net position and net position for 2017 & 2018 are CAFR values.

2The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve for the Engineering, Materials and Testing Fund should
be maintained at a minimum of 15% of the operating budget, excluding materials and related costs.
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Fleet Services Fund

Introduction

The Fleet Services Internal Service Fund manages the acquisition, maintenance and disposal of
approximately 1,700 units of equipment, primarily the City’s fleet of vehicles, including police cars, fire trucks,
snow plows, sedans and pickup trucks along with off-road equipment. This fund provides the services of
technicians to maintain the equipment. In addition, the fund manages the field coordination of City-owned
and contractual equipment and operators as well as the procurement and sale of fuel for these vehicles.
The Public Works Department is responsible for management of the operations within the fund.

The Fleet Services Division assigns nearly all its fleet (as base units) to City departments. The City
departments are allocated a rental rate for these units that is calculated through an activity based cost
allocation model and designed to capture the replacement cost of the vehicle. The City’s fleet of vehicles
and equipment has an acquisition value of $100.1 million and accounts for 64.2% of the net value of the
long-term assets in this fund.

Historical Financial Performance

From year-end 2013 through year-end 2018, the Fleet Services fund had an increase in net position of $36.1
million. Several factors affect the net position, but the increase is primarily due to the increasing net
investment in capital assets. Since 2013, the net book value of the Fleet Services Fund’s capital assets has
increased by $16.8 million, while the debt related to those assets has decreased by $15.6 million. The
combination of increasing asset value and decreasing liabilities has resulted in an increase to netinvestment
in capital assets of $35.0 million.

The 2018 ending cash balance of $26.0 million was an increase of $7.1 million from the 2013 ending balance
of $18.9 million. The 2018 target cash reserve was $3.3 million, a decrease of $1.8 million from 2013. The
fund exceeded the target by $22.7 million in 2018, an increase of $8.9 million from 2013 of $13.8 million.

In 2013, the fund received a transfer from the General Fund of $8.3 million as determined by the long term
financial plan to assist with debt service payments. The fund also received transfers from the General Fund
from 2014 to 2018 totaling $7.5 million as part of the Capital Asset Request System (CARS) program to
help supplement the cost of replacing vehicles as identified in the lifecycle replacement schedule for fleet
capital assets.
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Current Year Projections
Financial Snapshot

Fleet Services Fund
(in thousands of Dollars)
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Revenues

The 2019 revenue for the Fleet Services fund is projected to be $42.4 million which is 9.0% more than the
budgeted amount of $38.9 million. The projected revenue is more than budgeted primarily due to an increase
of $2.6 million, or 12.7%, in rent income and an increase of $1 million, or 9% in contract services and
apprentice revenue. The increase in rentincome is due to increased use of contractual equipment and the
purchase of additional vehicles to the Fleet. The increase in charges for services revenue is the result of
higher than budgeted billable hours as significant snow in early 2019 required more maintenance of
equipment. Charges for sales revenue is projected to be $242,000 under budget due to a decrease in fuel
costs which result in lower revenue from the sale of fuel.

Expense

The 2019 expenses are projected to be $41.3 million or 2.2% more than the budgeted amount of $40.4
million. Thisis mainly due to Fleet operating costs such as apprentice labor and contractual rentals increasing
while other costs such as fuel are decreasing.

Net Position & Cash Balance

The Fleet Services Division Fund projects net position to be $87.3 million at the end of 2019, an increase
of 3.1% from the budgeted amount of $84.7 million. The reason for the increase is because revenue is
projected to be $42.4 million which is $3.5 million more than the budgeted amount of $38.9 million.

The year-end 2019 cash balance is projected to be $27.8 million, an increase of 13.5% from the budgeted

amount of $24.5 million. The 2019 target cash reserve is projected to be $3.4million and the fund is projected
to exceed the target by $24.5 million.
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There are no significant planned or anticipated changes from prior years for the Fleet Services Fund.

Revenues

Source of Funds
($41.0 million)

Transfers

In 1%
Other Misc.
Revs 0%

Rents
56%

Charges for
Service
23%

Gains 1% Charges for Sales 19%

Total revenues for 2020 are budgeted at $41.0 million, a 3.2% decrease from the 2019 projected amount
of $42.4 million and a 5.5% increase from the 2019 budgeted amount of $38.9 million. The increase in
2020 budgeted revenue over the 2019 budgeted amount is primarily due to an increase in fleet rental
rates used to bill internal customers to cover the replacement cost of vehicles. The increase from the
2019 projected amount is also due to rental revenue.

Expense

The 2020 expense budget is $39.8 million, a decrease of 3.6% from the 2019 projected expense of $41.3
million and a 1. 5% decrease from the 2019 budgeted amount of $40.4 million. The decrease in 2020
budgeted expense over the 2019 projected expense is mostly due to a decrease of $2.5 million in equipment
purchases. This is offset slightly by an increase in the amount budgeted for other operating costs. Fleet
equipment capital purchases vary from year to year based on a long-term replacement schedule which
requires higher amounts of replacement in some years compared to others.

Use of Funds

($39.8 million) pw Equipment
Capital

33.9%

Transfers
Out
5.0%

PW
Equipment
61.1%
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Transfers

In 2020, the Fleet Services Fund will receive a transfer of $317,000 from Property Services to pay a portion
of the debt expense related to the Currie Maintenance Facility. The Fleet Services Fund will also make a
$2.0 million transfer to the General Fund in 2019.

Debt Service

As part of the fleet modernization effort that began in 1997, the City issued bonds to finance fleet upgrades
and to build new maintenance facilities. In 2018, the fund paid off the remaining debt obligation of $9.1
million. There are no further debt obligations in this fund at this time.

Net Position & Cash Balance

The net position at year-end 2020 is budgeted to be $88.5 million, an increase of 1.4% from the 2019
projected amount of $87.3 million. The primary reason for the increase is the fleet capital purchases vary
from year to year based on a long-term replacement schedule. The financial policy related to net position
for the Fleet Services Division states that the net position should not fall below two times the annual
depreciation amount. The Fleet Services Division Fund is projected to be in compliance with this policy in
2019 and 2020 as the target net position is projected to be $19.3 million for 2019 and $19.8 million for 2020.

The financial policy related to cash balance for the Fleet Services Division states that the minimum cash
balance should be 15.0% of the operating budget. For the year-ending 2020, the cash balance is
budgeted to be $29.1 million, an increase of 4.5% from the 2019 projected ending balance of $27.8
million. The increase is due to the timing of capital equipment purchases. The target cash reserve is $3.4
million for 2019 and $3.5 million for 2020. The fund is expected to exceed the target by $24.5 million in
2019 and $25.6 million in 2020. The cash balance includes amounts collected for future vehicle
replacements which are not reflected in the target cash reserve amount.

Fleet Services Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis

2020 Council Adopted Budget

Fleet Services Fund

Financial Plan (in thousands of dollars)

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019| 2021 2022 2023 2024

Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast

Source of Funds:
Charges for Service 9,897 9,703 9,225 10,694 9,773 10,780 9,399 (12.8)% 9,406 9,674 9,950 10,235
Charges for Sales 7,564 6,319 8,275 9,406 8,092 7,850 7,975 1.6 % 8,489 8,594 8,703 8,814
Gains 350 290 350 1,100 350 500 500 0.0% 350 350 350 350
Rents 14,755 19,195| 19,639 21,789| 20,329 22,909| 22,818 (0.4)% 22,547 23,007 23,443 23,976
Other Misc Revenue 10 3 10 62 10 10 10 0.0% 10 10 10 10
Operating Transfers in 2,304 2,304 597 597 317 317 317 0.0% — — — —
Total 34,880 37,814 38,095 43,648| 38,871 42,366 | 41,019 (3.2)% 40,802 41,635 42,456 43,385

Use of Funds:

Debt Service 2,677 2,560 9,260 9,147 — — — 0.0% — — — —
Transfers out — — — — 1,000 1,000 2,000 100.0% — — — —
PW Equipment Operations 21,472 21,321| 23,249 23,395| 23,418 24,305 24,286 (0.1)%| 24,387 24,892 25,414 25,951
PW Equipment Capital 10,139 10,840| 12,898 13,097 | 15,952 15,951| 13,489 (15.4)% 9,719 7,167 7,818 9,144
Total 34,288 34,721 45,407 45,639| 40,370 41,256 | 39,775 (3.6)% 34,106 32,059 33,232 35,095
Change in Net Position’ 592 8,048 (7,311) 11,571 (1,499) 1,110 1,244 12 % 6,696 9,576 9,224 8,290
Net Position’ 70,059 74,558 76,237 86,171| 84,672 87,281| 88,525 1.4%]| 95221 104,797 114,021 122,311
Total Cash Balance 21,036 30,350 23,039 26,007| 24,508 27,817 | 29,061 4.5 % 35,757 45,333 54,557 62,847
Target Cash Reserve? 3,041 3,041 3,333 3,333 3,358 3,358 3,488 3.9% 3,503 3,579 3,657 3,738
Variance Operating Cash to Target 17,995 27,309| 19,706 22,674| 21,150 24,459 | 25,572 4.6 % 32,253 41,753 50,899 59,109

1 Change in net position and net position are CAFR values for 2017 and 2018

2 The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve for the Fleet Services Fund at a minimum should be
equal to 15% of the operating budget adjusted for intrafund revenue and expense.
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Intergovernmental Services Fund

Introduction

The Intergovernmental Services Internal Service Fund accounts for all of the operations of the Information
Technology (IT) Department including telecommunications services, network services, application support,
internet and intranet services, convenience copier function, broadband wireless, and deployment of software
and hardware. Information Technology activities account for 96.1% of the operating activities in the fund.
The fund also records transactions for operations within the City Clerk’s office related to central mailing and
printing services, representing 3.9% of operating activities.

The maijority of the fund’s revenue is determined by an allocation model, which has four components on the
customer expense side: IT application support; IT operations; telecommunications; and special customer
specific services. Revenues generated through the allocation model recover the IT operating costs at a
level that conforms to the Council-adopted financial plan. The IT Department also earns revenue from the
Project Management Office (PMO), which charges City departments for the cost of purchasing or creating
technology enhancements and provides quality, low-cost project management for implementing these
technology-related projects. The charges to City departments are calculated to generate enough revenue
to cover the overhead expense of the department. The City Clerk earns revenue through charges for central
mailing and printing services.

Historical Financial Performance

From year-end 2013 to year-end 2017 the fund’s net position increased from $37.4 million to $46.4 million.
The net position decreased to $41.2 million in 2018. The increase in net position from 2013 to 2017 was
primarily due to General Fund transfers of $28.2 million received from 2013-2014 in accordance with the
long-term financial plan for the fund. The City Council approved a long-term financial plan for the
Intergovernmental Services Fund in September 2000 to ensure sufficient net position and cash balances.
By the end of 2014, it was determined that the fund had sufficient net position and cash balances. The
decrease in net position during 2017 is partly due to a $3.0 million transfer out to the Capital Improvement
Fund, decrease in long term assets of $3.7 million due to depreciation of capital assets, and recognition of
pension expense and liabilities of $3.7 million.

Over the last five years the Intergovernmental Services Fund revenue has been between $39.2 million to
$41.7 million. Expenses have been between $37.1 million and $50.6 million. The variances in revenues
and expenses from year-to-year are generally the result of PMO activity. In 2015, the City completed the
Enterprise Resource Planning program to implement upgrades to the PeopleSoft system. In 2016, the City
implemented an Enterprise Land Management System. The implementation of such significant systems
causes the fund’s revenue and expense to fluctuate as work is completed. In addition, in 2015, the Council
approved the use of $10.0 million of net position to cover one-time costs associated with insourcing the IT
helpdesk and desk side support functions, and expenses related to contracting with a new provider for
managed services. The majority of these expenses, $6.4 million, occurred in 2015 with the remainder in
2016 and 2017.

Through 2016, the fund also included a portion of the Human Resources budget designated for internal
training. In 2016, the Human Resources budgeted expense for the fund was $308,000. The Human
Resources’ training expense is now accounted for in the General Fund.
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Current Year Projections

Financial Snapshot
Intergovernmental Services Fund
(in thousands of Dollars)
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Revenues

The 2019 revenues are projected to be $40.2 million, which is an increase of 8.1% from the 2019 budgeted
revenue of $37.2 million. The 2019 projection includes revenue earned during the current year for PMO
projects. The 2019 budget includes a conservative revenue amount for charges for services from PMO
projects that is increased as work for others is completed and City departments are billed for the services.

Expense

The 2019 expenses are projected to be $48.1 million, which is an increase of 16.6% from the 2019 budgeted
expense amount of $41.2 million. This is partly due to expenses from customer funded PMO projects not
included in the original operating budget but included in the projection as expense is recorded to projects
and billed to customers. Also, the City Council approved the rollover of 2018 funds to 2019 for $8.7 million,
including $3.2 million for the Enterprise Content Management system (ECMS), $1.6 million for the
Management Information Network System (MINS), $1.1 million for the Police Information Management
System (PIMS), and $1.0 million for Property Records & CAMA System.

Net Position & Cash Balance

The Intergovernmental Services Fund projects net position to be $37.7 million at the end of 2019, a
decrease of $4.7 million, or 11.0% from the 2019 budgeted ending net position of $42.4 million. The
fund’s cash balance is projected to be $13.4 million at the end of 2019, a decrease of $5.9 million, or
30.3%, from the budgeted ending cash balance of $19.3 million. The primary reason for these decreases
are because the expenses are over budget due to expenses relating to PMO project expenses that were
not included in budget.
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2020 Budget

There are no significant planned or anticipated changes from prior years for the Intergovernmental Services
fund.

Revenues

Source of Funds
($38.7 million)

1arges for Services

99% The revenues for 2020 are budgeted at $38.7 million,
an increase of 3.9% from the 2019 budgeted amount
of $37.2 million. Charges for services revenue
increased by $1.6 million in the 2020 budget to align
allocation model revenues with the approved

expense budget.

The 2020 revenue budget is a decrease of $1.6
million, or 3.9%, from the 2019 projected revenue.
The 2019 projected revenue includes revenue
earned during the year for PMO projects. The budget
Transfers In includes a conservative revenue amount for PMO
1% projects that is increased as work is completed and
City departments are billed for the services.

Use of Funds
($40.5 million)

Expense Information Technology

The expenses for 2020 are budgeted at $40.5 96.3%
million, a decrease of $.7 million, or 1.9%, from
the 2019 budgeted expense of $41.2 million.
The decrease is mostly due to maintenance
contracts and license expenses.

The 2020 expense budget is $7.6 million or
16.6% less than the 2019 projected expense of
$47.4 million, primarily due to the $3.2 million
transfer in 2019 that is reduced to $1 million in
2020and projected work for others amount of
$4.7 million. The fund also rolled over
appropriations totaling $8 million that were not City Clerk
utilized in 2018. 3.7%
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Transfers

The 2020 revenue budget includes a $209,000 transfer from the General Fund for the cost of City Hall rent
for the Information Technology and City Clerk departments. The fund has received the rent related transfer
on an annual basis and expects this transfer to continue in future years. The 2020 expense budget includes
a $1,000,000 transfer to the General Fund on a one-time basis to partly offset costs related to the Human
Resources Department's Human Capital Management System.

Debt Service
This fund does not have any net debt bonds.

Net Position & Cash Balance

The net position at year-end 2020 is budgeted to be $36.0 million, a decrease of $1.8 million, or 4.7%, from
the 2019 ending projected amount of $37.7 million. The cash balance at year-end 2020 is projected to be
$11.7 million, a decrease of $1.8 million, or 13.1%, from the 2019 projected ending balance of $13.4 million.
The decrease is due to expenses to budgeted exceed revenues.

The financial policy for the Intergovernmental Services fund states that the minimum cash balance should
be equal to 15% of the fund’s total budget. The projected 2020 year-end cash balance of $11.7 million
exceeds the target amount of $5.9 million by $5.8 million. The financial policy also states that the net position
should not fall below two times the fund’s annual depreciation. The estimated target net position for 2020
is $19.5 million, and the fund is projected to exceed this target by $16.5 million.

Intergovernmental Services Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis
2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Intergovernmental Services Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From2019| 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Charges for Service - IT 32,675 31,531| 34,079 34,369 35,508 33,761 | 37,057 11.7 % 38,169 39,314 40,493 41,708
Charges for Service - City Clerk 1,291 1,355 1,326 1,635 1,366 1,500 1,424 (5)% 1,467 1,511 1,556 1,603
Work for Others — 6,596 — 5,383 — 5,218 — (100)%j — — — —
Operating Transfers In 192 1,383 1,760 4,623 353 353 209 (40.7)% 208 215 221 228
Total 32,867 40,865| 37,165 45910| 37,227 40,241| 38,691 (3.9)%| 39,844 41,040 42,270 43,539
Use of Funds:
Transfers 3,000 3,000 — — 3,220 3,220 1,000 (68.9)% — — — —
City Clerk 1,376 1,507 1,403 1,804 1,459 1,315 1,502 14.2 % 1,547 1,593 1,641 1,690
Information Technology 38,558 35,870 36,593 41,107| 36,565 38,665 37,950 (1.8)%| 39,089 40,262 41,470 42,714
Work for Others — 6,431 — 4,889 — 4,893 — — % — — — —
Total 42,934 46,808 | 37,996 47,800| 41,244 48,093 | 40,452 (13.8)%| 40,636 41,855 43,111 44,404
Change in Net Position (10,067) (11,324 (831) (5,182) (4,017) (7,852) (1,760) (792) (815) (841) (865
Net Position 49,775 46,408 | 45577 41,226| 42,391 37,725| 35,965 (4.7)%| 35,173 34,357 33,516 32,651
Total Cash Balance 19,801 23,572| 21,541 21,983| 19,305 13,439| 11,679 (13.1)%| 10,887 10,071 9,230 8,365
Target Cash Reserve 5,917 5,917 5,660 5,660 5,665 5,958 5,879 (1.3)%)| 6,056 6,239 6,428 6,622
Variance Operating Cash to Target 13,884 17,655| 15,881 16,323 | 13,640 7,481 5,800 (22.5)% 4,830 3,832 2,803 1,744
Cash Reserve
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1 Change in net position and net position for 2017 and 2018 are the amounts recorded in the CAFR.

3 The 2019 projected expenses do not include any potential rollover requests that may be spent in 2019.
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2 At year end 2018, fund 06400 has a liability balance of $1.5 million in unearned revenue resulting from prepayments by City departments for future IT projects. These
prepayments result in an increase to the cash balance.
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City of Minneapolis
2020 Budget
Financial Plan

Property Services Fund

Introduction

The Property Services Internal Service Fund is responsible for the operations and maintenance of the City-
owned buildings including police precinct structures, fire stations, and public works buildings. The Property
Services division is responsible for space and asset management, security management, and energy
management services for City properties. The fund does not provide services to the Convention Center,
Water facilities, or the Minneapolis Park and Recreation Board buildings. The Property Services fund is
also responsible for the Radio Shop which maintains the City’s emergency communications network.
Property Services is part of the Finance and Property Services department within the City Coordinator’s
department.

The Property Services fund collects revenue from City departments that are either housed in City buildings
or use the services provided (building space, operational maintenance, security, space and asset
management, energy management, janitorial and radio services). The proposed building and communication
equipment charges to City departments are calculated through cost allocation models using historical and
anticipated operational costs. The cost recovery structure is configured to enable the fund to charge the
amounts required to recover the cost of the goods and services provided to City departments and the cost
of the fund’s overhead. The Property Services Fund collects revenue for City Hall rent and remits it to the
Municipal Building Commission (MBC) to reimburse the MBC for maintenance and property management
services.

Included in the Property Services Fund is the Property Disposition Fund. This fund was created in section
14.120 of City Ordinance for the purpose of recording proceeds from the sale of City property. The ordinance
did not specify the use of proceeds.

Historical Financial Performance

Over the last five years, the Property Services fund revenue has steadily increased from $19.8 million in
2014 to $24.7 million in 2018. The most significant reason for this increase was the collection of $4.0 million
annually in asset preservation rental income beginning in 2016 as part of the allocation model to fund facility
repairs and improvements to City owned buildings. The Property Services Fund will continue to collect
revenues from City departments, who occupy City buildings, to fund improvements for facility repairs and
upgrades. This practice replaces funding through net debt bonds.

The Property Services fund decreased its net position by $1.1 million from $33.1 million at year-end 2013
to $32.0 million at year-end 2018. Several factors contribute to changes in net position. Some increases
over the years include a $3.2 million transfer from the General Fund in 2013 to assist with debt service
payments which were paid over several years ending in 2018. As previously noted, starting in 2016 the fund
has collected $4.0 million annually in rental income from departments for facility repairs and improvements.
Due to the timing of projects over the past three years, less than two-third of this funding has been spent,
which is reflected in the net position. Approximately $4.3 million in appropriation related to these collections
is expected to be rolled over to the year 2020 for delayed projects from 2019. These increases to net position
were offset by the implementation of GASB 68 to record pension liabilities, which reduced the fund’s net
position by $6.1 million.
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Current Year Projections

Financial Snapshot
Property Services Fund
(in thousands of Dollars)
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Revenues

The 2019 revenues are projected to be $25.9 million, representing an increase of 8.8% from the original
revenue budget of $23.8 million. The increase in 2019 projected revenues is mainly due to revenue earned
from work for others. Work for others revenues include discretionary repairs and upgrades which can vary
from year to year depending on the available budget of City departments. A base budget is recorded each
year and increased as additional projects are completed and billed to other City departments. Rents
revenues are projected to be $20.5 million. Included in rent income is the charge to City departments for
use of City owned buildings.

Expense

The 2019 expenses are projected to be $28.4 million, representing an increase of 18.3% from the original
budgeted expense of $24.0 million. Included in the 2019 expense budget is a conservative estimate for
costs related to projects completed for other City departments. As the projects are requested and expense
is realized, the offsetting revenue is collected through the billing process. The 2019 projected work for
others expense reflects this increase in expense related to projects completed for other City departments;
Also, facilities management expenses are projected to be $2.8 million more than budgeted due to capital
improvement projects that were originally budgeted in 2018 but due to timing will not be completed until
2019. The City Council approved the rollover of 2018 funds to 2019 for $6.3 million for these capital projects.
Out of the $6.3 million, $4.3 million is planned to be moved to 2020 due to delayed projects; and this is
reflected in the 2019 Facilities Management projections.

The fund has an appropriation of $5.2 million for pass-through costs for services provided by the Municipal
Building Commission for maintaining the City’s space in City Hall.
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Net Position & Cash Balance

The Property Services Fund’s projected net position at the end of 2019 is $29.5 million, which is a decrease
of $2.3 million, or 7.2%, from the budgeted ending net position of $31.8 million. The fund’s projected cash
balance at the end of 2019 is $7.2 million, which is a decrease of $2.3 million from the budgeted ending
cash balance of $9.5 million. These decreases are primarily due to the rollover of $6.3 million in budgeted
capital improvement projects from 2018, of which $4.3 million is expected to be rolled to 2020.

The Property Services Fund cash balance includes operating cash and the cash balance in the Property
Disposition Fund, a fund that receives proceeds from the sale of City property. The cash balance in the
Property Disposition Fund at year-end 2018 was $1.7 million and is projected to remain constant at year-
end 2019.

2020 Budget

There are no significant planned or anticipated changes from prior years for the Property Services fund.

Source of Funds Revenues

($24.9 million) The 2020 revenue budget for this fund is $24.9
Other Misc. 3.3%  million, representing an increase of 4.4% from
the original 2019 revenue budget of $23.8 million.
The increase is due to increased rent charged to
departments housed in City owned buildings for
)\ Charges for property maintenance and facility repairs. The
B coies 2 9% 2020 budget is $1.1 million less than the 2019
projected revenue. As discussed earlier, a base
budget is recorded for work for others and

adjusted as projects are completed.

Transfers In 1.0%

Charges for
Service 6.2%

Rents
86.7%

Use of Funds
($24.7 million)

Facilities Management
80.5%

Expense

The 2020 Expense Budget is $24.7 million,
representing a $710,000 increase from the
$24.0 million budgeted in 2019.

Transfer Out 3.6%

Radio Equipment 8.8%
Administration 7.0% Municipal Market 0.2%

Transfers

The 2020 revenue budget includes a General Fund transfer in of $237,000, which is to cover the cost of
City Hall rent for the space occupied by Property Services. The fund has received these transfers on an
annual basis and expects the transfers to continue in future years.
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The 2020 expense budget includes a transfer out of $317,000. This payment to the Fleet Services Division
assists with the debt payment for the Currie Maintenance Facility. Property Services collects the rent
payment through the rent allocation model by charging a portion of debt expense to those departments that
occupy space in the facility. The fund has made these transfers on an annual basis. Also, the 2019 expense
budget and 2020 proposed expense budget include a transfer of $500k by collecting it from CPED through
rent model for the new capitalized interest on the new Public Service Center debt. In 2021, this will become
part of the base model for CPED for their occupancy in the new Building. The 2020 transfer out also includes
a Council amendment to the Mayor’'s Recommended Budget, adding a $78,000 rent transfer to the General
Fund.

Debt Service
There are no debt service payments planned for 2020. In 2018 the fund paid off its remaining debt obligations.

Net Position & Cash Balance

The Property Services Fund has a 2020 budgeted net position of $29.7 million and the 2019 projected
amount is $29.5 million. The financial policy related to net position for the Property Services Fund directs
that the net position should not fall below two times the annual depreciation amount. The Property Services
Fund is projected to be in compliance with this policy in 2019 and 2020 as the target net position is projected
to be $2.6 in 2019 and $2.6 million in 2020.

The 2020 budgeted year-end cash balance is $5.6 million, and the 2019 year-end projected balance is $7.7
million. The Property Services Fund cash balance includes operating cash and the cash balance in the
Property Disposition Fund, a fund that receives proceeds from the sale of City property. The cash balance
in the Property Disposition Fund at year-end 2020 is projected at $1.7 million. Financial reserve policies
for the internal service funds determine that the cash reserve for the Property Services Fund should not be
less than 15.0% of the operating budget, or $2.6 million for 2020.

Property Services Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis
2020 Council Adopted Budget
Financial Plan (in thousands of dollars)

Property Services Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019| 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Charges for Services 1,665 1,542 1,684 1,240 1,684 1,691 1,550 (8.34)% 1,596 1,644 1,693 1,744
Charges for Sales 324 647 610 666 625 546 709 29.9 % 730 752 775 798
Work For Others — 4,163 — 2,161 — 2,112 — (100)% — — — —
Rents 19,949 19,657| 19,910 20,022| 20,464 20,522 21,542 497 % 22,688 23,369 24,070 24,792
Other Misc. Revenues 348 359 320 322 820 820 820 0.01 % 320 320 3 3
Transfers In 1,300 1,300 319 319 228 228 237 4.11 % 228 228 228 228
Total 23,586 27,667 22,843 24,731 23,820 25,918 | 24,858 (4.09)% 25563 26,313 26,769 27,565
Use of Funds:
Property Services Administration 1,558 1,591 1,479 1,516 1,760 1,760 1,722 -2.16% 1,756 1,792 1,827 1,864
Radio Equipment 1,830 2,046 2,121 2,067 2,155 2,155 2,167 0.56% 2,210 2,255 2,300 2,346
Municipal Market 41 11 41 25 41 41 41 -0.98% 41 42 43 44
Facilities Management 19,760 17,687| 18,995 16,614 19,199 22,021 19,857 -22.86%| 20,754 21,169 21,593 22,024
Work For Others — 4,489 — 1,731 — 1,568 — -100.00% — — — —
Debt Service 869 869 845 843 — — — 0.00% — — — —
Transfers Out 1,846 1,924 317 317 817 817 895 9.55 % — — — —
Total 25,903 28,618 23,798 23,111| 23,971 28,362 | 24,603 (12.98)% 24,762 25,257 25,762 26,277
Change in Net Position’ (2,317) (951 (955) 2,782 (151) (2,444 176 801 1,056 1,007 1,288
Net Position’ 28,632 29,197 28,242 31,979| 31,828 29,535| 29,711 30,512 31,568 32,575 33,862
Total Cash Balance® 6,287 7,653 6,698 9,628 9,477 7,183 7,360 8,160 9,216 10,223 11,511
Operating Cash balance? 4,592 5,958 4,968 7,898 7,747 5,454 5,630 6,431 7,487 8,494 9,781
Target Cash Reserve® 2,633 2,633 2,495 2,495 2,550 2,550 2,621 2,743 2,792 2,842 2,884
Variance Operating Cash to Target 1,958 3,325 2,473 5,403 5,197 2,904 3,009 3,688 4,695 5,652 6,897
Cash Reserve

* The Property Services fund includes transactions of the Property Disposition Fund, a fund that receives proceeds from the sale of City property.

1The change in net position and the net position for 2017 and 2018 are the amounts recorded in the CAFR.

2Total cash balance is the sum of cash recorded in the Property Disposition fund and the Property Services fund. Operating cash is the cash balance generated from Property Service fund
operations and recorded in the Property Services fund.

3The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve for the Property Services Fund should at a minimum be equal to 15.0% of

the adjusted operating budget.
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City of Minneapolis
2020 Budget
Financial Plan

Public Works Stores Fund

Introduction

The Public Works Stores Internal Service Fund accounts for the centralized procurement, receiving,
warehousing, and distribution of stocked inventory items and the purchase of special goods and services.
The fund’s mission is to provide goods in a cost effective manner to City departments. The fund includes
the Traffic Stores department, which is managed by Public Works, and the Central Stores department, which
is managed by Finance and Property Services. Traffic Stores purchases components for traffic signals,
controllers, and street lights. Central Stores purchases the City’s office supplies and non-specialty items.
The fund earns revenue by applying overhead charges to inventory sales and transaction processing.

Historical Financial Performance

The fund has steadily increased net position from $4.6 million at the end of 2014 to $5.6 million at the end
of 2018. The majority of net position is from inventory held by the fund. At the end of 2018, the inventory
balance was $4.3 million. The fund had a negative cash balance in the past and by the end of 2018 cash
balance increased to $3.1 million. This is an increase of $3.0 million from cash balance of negative $202,802
at the end of 2014. The primary reason for the increase is due to a reduction in inventory balance.

From year-end 2013 to year-end 2018, the fund’s revenue has remained between $1.4 million to $1.9 million.
Expenses have remained between $1.1 million and $1.6 million. Revenue fluctuates year-to-year based
upon the level of inventory purchases by customer departments and requisition processing transactions
related to City projects. In addition, starting in 2018, the Traffic Stores department reduced their overhead
rate from 22% to 11%, to be closer to the fund’s break-even point.

Current Year Projections

Financial Snapshot
Public Works Stores Fund
(in thousands of Dollars)
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Revenues

Revenues for 2019 are projected at $1.6 million, an increase of 10.1% over the budgeted amount of $1.5
million. This is primarily due to an increase of $83,041 in Traffic Stores and $45,226 in Central Stores, which
is the result of additional overhead charges to inventory sales and transactions processing. The increase
is also due to $20,000 in expected sales to outside customers of Traffic Stores, which had not previously
been budgeted.

Expense

Expenses for 2019 are projected at $1.7 million, an increase of 15.6% over the budgeted amount of $1.5
million. This increase is mostly due to higher payroll costs as additional staff were used due to increased
sales activity. These increased expenses are offset by the additional revenue earned through overhead
charges.

Net Position & Cash Balance

The fund’s projected net position at the end of 2019 is $5.5 million, which is a slight decrease of $82,000
over the budgeted ending net position of $5.6 million. This is due to a decrease in the Traffic Stores and
Central Stores’ overhead charges and sales to outside customers.

The fund’s projected cash balance at the end of 2019 is $3.1 million, which is a slight decrease of $82,000
over the budgeted ending cash balance of $3.1 million. This is due to a decrease in the Traffic Stores and
Central Stores’ revenues in 2019.

2020 Budget

Revenues
Source of Funds R for 2020 budgeted at $1.5
i evenues for are budgeted at $1.
($1.5 million) million, a slight increase of $69,000 from
the 2019 budget amount of $1.5 million.
The increase in the 2020 budget amount
is due to overhead earnings by both
Central Stores and Traffic Stores. The
2020 revenue budget reflects a decrease
of 4.9% from the 2019 projected amount
of $1.6 million. This decrease from the
Charges for Sale: 2019 projected revenue is due to higher
39% fthazrz) %(pected sales in overhead earnings
in .

Charges for
Services
97%
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Expense
Expenses for 2020 are budgeted at $1.5 Use of Funds
million, a slight increase of $69,000 from the ($1.5 million)

2019 budget amount of $1.5 million, primarily
from salaries and fringes. The 2020 budget
reflects a decrease of 9.4% from 2019
projected expenses of $1.7 million due to
higher than expected personnel cost, and
contractual services in 2019.

Contractual
Services
16.2%

Materials
and Other
5.1%

Salaries and
Fringes
78.7%

Transfers
There are no transfers scheduled for this fund in 2020.

Debt Service
This fund does not have any debt service payments.

Net Position & Cash Balance

The financial policy for this fund states that the fund should maintain a minimum net position equal to 15.0%
of the operating budget. The projected year-end net position for both 2019 and 2020 is $5.5 million. The
projected 2019 ending balance exceeds the net position target amount of $221,000 by $5.3 million and the
projected 2020 ending balance exceeds the net position target amount of $231,000 by $5.3 million.

The financial policy for this fund states that the fund should maintain a minimum target cash reserve equal
to 15.0% of the operating budget. The projected year-end cash balance for both 2019 and 2020 is $3.1
million. The projected 2019 ending balance exceeds the cash balance target amount of $221,000 by $2.9
million and the projected 2020 ending balance exceeds the cash balance target amount of $231,000 by
$2.9 million.
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Public Works Stores Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis
2020 Council Adopted Budget

Financial Plan (in thousands of dollars)

Public Works Stores Fund

% Chg
2017 2017 | 2018 2018 | 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast Forecast
Source of Funds:
Charges for Services 1,225 2,305 1,453 1,840| 1,474 1,602 1,493 (6.8)% 1,568 1,646 1,728 1,815
Charges for Sales — 58 — 49 — 20 50 150.0 % — — — —
Total 1,225 2,363| 1,453 1,889| 1,474 1,622 1,543 (4.9)% 1,574 1,606 1,639 1,672
Use of Funds:
Salaries and Fringes 929 1,159| 1,150 1,258 1,138 1,349 1,214 (10.0)% 1,244 1,275 1,307 1,340
Contractual Services 216 270 228 277 265 310 250 (19.4)% 251 252 253 253
Materials and Other 71 174 72 60 71 45 79 75.6 % 79 79 79 79
Total 1,216 1,603| 1,451 1,595| 1,474 1,661 1,543 (7.1)% 1,574 1,606 1,639 1,672
Change in Net Position’ 9 786 2 463 — 23 — (100.1)% — — — —
Net Position' 4978 5,113| 5,569 5,580| 5,580 5,498 5,498 — % 5,498 5,498 5,498 5,498
Total Cash Balance 120 1,988 2,144 3,142| 3,142 3,060| 3,060 — % 3,060 3,060 3,060 3,060
Operating Cash balance 120 1,988 2,144 3,142| 3,142 3,060| 3,060 — % 3,060 3,060 3,060 3,060
Target Cash Reserve® 182 182 218 218 221 221 231 4.7 % 236 241 246 251
Variance Operating Cash to Target (62) 1,806 1,926 2,924 2,921 2,839| 2,828 (0.4)% 2,824 2,819 2,814 2,809
Cash Reserve

1 The change in net position and net position for 2017 and 2018 are the amounts recorded in the CAFR.

* This fund includes Central Stores (Department of Finance & Property Services) and Public Works Traffic Stores

2The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve balance for the PW Stores Fund should be
maintained at a minimum of 15.0% of the operating budget.
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City of Minneapolis
2020 Budget
Financial Plan

Self-Insurance Fund

Introduction

The Self-Insurance Internal Service Fund accounts for accrued sick leave benefit, tort liability, workers’
compensation, civil attorney and risk management services, and the administrative functions to support
these activities. An activity-based cost allocation model determines the charge allocated to City departments
to provide for self-insurance related to tort liability and workers’ compensation. The annual charges are
calculated using data determined by an actuarial study based on each City department’s responsibility for
liability and worker compensation expense. The costallocation model also assigns a charge for HR employee
benefit administration and attorney and risk management services. Beginning in 2018, the Medical Plan is
no longer insured by Medica. The City is self-insured and will use its own fund to pay for employees’ medical
expenses and contracts with Medica for administrative services. The Dental Insurance is also recorded to
the Self-insurance fund instead of the Agency fund.

Historical Financial Performance

Over the last five years, the Self-insurance fund had an increase in net position of $7.9 million from 2013
through 2018. The increase was primarily due to transfers from the general fund to attain a positive net
position as determined by the long term financial plan, which ended in 2015. The increase is also the result
of a decrease in actual tort settlement payments compared to the predicted payout as determined by the
actuarial study. The fund had historically recorded a negative net position primarily because of the required
accounting recognition of liability for unpaid claims. The 2018 unpaid claims liability is $71.4 million
representing an increase of $16.7 million from the 2013 unpaid claims liability of $49.9 million.

For the year ending 2018 the cash balance was $102.9 million, an increase of $32.3 million from the
2014 cash balance of $70.6 million. The 2018 target cash reserve was $72.6 million, an increase of
$19.8 million from $52.8 million in 2014. The fund exceeded the target by $30.3 million in 2018, an

increase of $12.5 million from $17.8 million in 2014.

In 2014, the fund received a final interfund transfer of $2.8 million from the general fund as determined by
the long term financial plan. In 2015, the fund transferred a final payment of $1.0 million to the
Intergovernmental Services Fund to assist with payment of debt service.

In 2016 the Self-Insurance fund advanced $995,000 in connection with the refunding of General Obligation
Tax Increment Bonds (Midtown Exchange) and $2.5 million in connection with the refunding of General
Obligation Taxable Block E Refunding Bonds.

In 2017 the Self-Insurance fund transferred out $29,000 to the General Fund for costs related to a review
of body-worn cameras.

In 2018 the Self- Insurance fund transferred out $305,000 to the City General fund for body cameras for
front line officers and $8.0 million to the City Capital fund to assist in payment of debt service as determined
by the updated 2008 long-term financial plan.

In 2019 the Self- Insurance fund transferred out $60,000 to the General Fund for costs related to a review
of body-worn cameras.
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Current Year Projections

Financial Snapshot
Self-Insurance Fund
(in thousands of Dollars)
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B  Revenues [ Expenses Net Position Cash Balance

Revenues

The 2019 revenues for the Self-Insurance Fund are projected to be $106.2 million or $74.7 million more
than the budgeted revenue of $31.5 million. The primary reason for the increase is due to the budgeted
revenues do not include $69.3 million in the revenue received for medical insurance premiums and $3.6
million in the revenue received for dental insurance premiums. The increase is also related to a $608,193
increase in the revenue received for employee sick leave at retirement and a $624,584 increase in
payments received from the WCRA (Workers Compensation Reinsurance) and the State as refunds from
medical and indemnity payments and subrogation claims.

Expense

The projected expenses for 2019 are $118.1 million or $85.1 million more than the budgeted amount of
$33.0 million. The primary reason is related to the budgeted expenses do not include $63.2 million of
medical insurance and $3.3 million of dental insurance. In addition, the increase is related to a $2.2
million projected increase in the amount paid out for Workers’ Compensation claims and a $18.2 million
projected increase in the amount paid out for tort settlement claims. These increases are partially offset
by a decrease of $1.1 million in the amount paid out for sick leave at retirement.

Net Position & Cash Balance

The net position in 2019 is projected to be $494,000, a decrease of $10.4 million from the budgeted amount
of $10.9 million. The decrease in net position in 2019 is primarily due to a $20.0 million settlement paid out
in a wrongful death case.

For the year ending 2019, the cash balance is projected to be $91.0 million, a decrease of $10.4 million

from the budgeted amount of $101.4 million. The 2019 target cash reserve is projected to be $77.6 million
and the fund is projected to exceed this by $13.4 million.

2020 Budget

City of Minneapolis — Financial Plans 185 2020 Council Adopted Budget



HOME

The 2020 Self-Insurance fund budget includes $1.5 million additional expenses compared to the 2019
budget. The additional expenses are in the Liability department of $1.5 million per actuarial study conducted
by Aon, which is driven by three large liability claims.

Revenues

The 2020 budgeted revenue is $108.3 million, an increase of 1.9% or $2.1 million from the 2019 projected
amount of $106.2 million. The increase in the 2020 budget amount is due to a $1.5 million increase in the
revenue received for tort liability premiums and an increase in workers’ compensation premiums received
of $1.1 million. The increase is also due to a $616,000 increase in the revenue received for medical insurance
premiums. These increases are partially offset by a decrease in payments received from the State as
refunds for medical and indemnity payments and subrogation claims of $624,584 and a $538,374 decrease
in the revenue received for sick leave at retirement.

The 2020 revenue budget reflects an increase of $76.7 million from the 2019 budgeted revenue of $31.5
million. The primary reason for the increase is because revenues budgeted include $69.2 million for medical
insurance premiums and $4.3 million for dental insurance premiums, which was not budgeted for 2019.
The 2020 revenue budget increase is also due to a $1.1 million increase in the worker compensation
premiums and a $1.5 million increase in the tort liability premiums.

Source of Funds
($108.3 million)

Dental Premiums .
4% Operating Transfers In

0%

Charges for
Service
31%

Other Misc
Medical Premiums Revenue
64% 1%

Expense

The expense budget for 2020 is $103.8 million, a decrease of 12.1% or $14.3 million from the projected
2019 expenses of $118.1 million. The primary reason for the decrease from the 2019 projected expense
is the 2019 projected expense includes a $20.0 million settlement paid out in a wrongful death case. The
2020 expense budget reflects an increase of $70.8 million from the 2019 budgeted expense of $33.0 million
due to expenses budgeted include $65.0 million for medical insurance and $ 4.3 million for dental insurance,
which was not budgeted for 2019. In addition, an increase of $1.5 million in tort settlement claims.
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Use of Funds
($103.8 million)

Dental Payments 4.1%

>laims 62.6%

Workers Comp.
Liability 5.9%
HR 2.2%

\ Risk Ngmt 2.0

Health & Welfare
Attorney 7.9%

Transfers

The 2020 revenue budget includes a $324,000 transfer in from the General Fund for the cost of City Hall
rent for the City Attorney’s Office. The fund receives a transfer in on an annual basis and expects this
transfer to continue in future years.

Debt Service
This fund does not have any long-term debt.

Net Position & Cash Balance

The financial reserve policy relating to the internal service funds states that the net position for the Self-
Insurance Fund should not fall below zero. The net position at year-end 2020 is projected to be $4.9 million,
representing an increase of $4.4 million from the 2019 projected net position of $494,000. The increase in
net position is primarily from $4.2 million net income in medical insurance.

The financial reserve policy states that the Self-Insurance Fund should not be less than the total of the
unpaid claims liability balance plus 10.0% of the annual operating budgets within the fund. The reserve
requirement for Medical -Self Insurance is 35% of claims. For year ending 2020, the cash balance is
projected to be $95.5 million, an increase of 4.9% from the 2019 projected amount of $91.0 million. The
2020 target cash reserve is projected to be $107.4 million, an increase of 38.3% from the 2019 projected
amount of $77.6 million. The fund is projected to exceed the target by $13.4 million in 2019 and fall short
of $11.9 million in 2020.
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Self-Insurance Fund Net Position & Cash Balance
(in thousands of dollars)
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City of Minneapolis

2020 Council Adopted Budget

Financial Plan (in thousands of dollars)

Self-Insurance Fund

% Chg
2017 2017 2018 2018 2019 2019 2020 From 2019 2021 2022 2023 2024
Budget Actual | Budget Actual | Budget Projected | Budget Projected | Forecast Forecast | Forecast Forecast
Source of Funds:
Charges for Service 30,172 32,253| 29,654 30,273| 30,181 31,313 33,445 6.8 % 34,997 36,731 38,332 39,366
Other Misc Revenues 1,005 1,593 1,021 3,010 1,018 1,667 1,004 (39.8)% 1,000 1,000 1,000 1,000
Medical Insurance Premiums — 64,771 — 69,261 69,224 (0.1)% 72,685 76,319 80,135 84,142
Dental Premiums — 3,429 — 3,654 4,271 16.9 % 4,399 4,531 4,667 4,807
Operating Transfers In 297 297 262 1,393 312 312 324 3.8 % 337 350 364 379
Total 31,474 34,143 30,937 102,876 31,511 106,207 108,268 19 % 113,418 118,931| 124,498 129,694
Use of Funds:
Health and Welfare 2,658 1,175 2,725 1,612 2,793 1,727 2,863 65.8 % 2,935 3,008 3,083 3,160
Attorney 7,585 7,019 7,738 7,112 8,011 7,116 8,184 15.0 % 8,430 8,683 8,943 9,211
Workers Compensation 8,873 12,276| 11,438 12,246 13,242 15,471 13,012 (15.9)% 13,681 14,329 14,966 15,281
Liability 7,189 2,151 4,913 1,904 4,660 22,849 6,175 (73.0)% 6,584 7,210 7,701 7,929
Human Resources 1,804 1,679 1,856 1,922 2,118 2,042 2,238 9.6 % 2,305 2,374 2,445 2,522
Finance Dept - Risk Mgmt/Finance
Accounting 2,150 2,254 2,274 2,224 2,114 2,362 2,095 (11.3)% 2,158 2,223 2,290 2,359
Medical Claims and Admin Fees — 52,232 — 63,166 64,999 299% 68,249 71,661 75,244 79,006
Delta Dental payments — 3,372 — 3,327 4,271 28.4 % 4,399 4,531 4,667 4,807
Transfers — 29 8,305 9,436 60 60 — (100.0)%] — — — —
Total 30,259 26,583| 39,249 92,060 32,998 118,120| 103,837 (12.1)% 108,741 114,019 119,339 124,275
Change in Net Position ' 1,215 3,313 (8,312) (12,646 (1,487) (11,913 4,431 (137.2)% 4,677 4,912 5,159 5,419
Net Position ' 22,433 25,030 16,718 12,407 10,920 494 4,925 897.0 % 9,602 14,514 19,673 25,092
Total Cash Balance 81,228 90,007| 81,695 102,938| 101,451 91,025 95,456 49 % 100,133 105,045| 110,204 115,623
Operating Cash balance
Target Cash Reserve 2 56,198 56,198 72,629 72,629 77,620 77,620 107,359 38.3 % 113,016 | 118,548 124,127 | 130,230
Variance Operating Cash to Target 25,030 33,809 9,066 30,309 23,831 13,405( (11,903) (188.8)% (12,883) (13,503) (13,923) (14,607
Cash Reserve

1Change in net position and net position are CAFR values for 2017 and 2018.
2 The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve for the Self-Insurance fund should not be less than
the total of the unpaid claims liability balance plus 10.0% of the annual operating budgets within the fund. The reserve requirement for Medical -Self Insurance is 35% of claims.
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ASSESSOR

Mission

The Minneapolis Assessor’s Office serves the taxpayers of the City by valuing and classifying real estate
property in an accurate, ethical, equitable and defensible manner as prescribed by state law.

Organization Chart

CITY ASSESSOR
Valuation & Classification Property Types Preserve equity & fairness in the
of Buildings & Land | = =mmm——————-. distribution of the tax burden
— ! Downtown/CBD } - :
i B e | Public Meetings |
PreN s sman s H

Sales Verification : Cc:-mmerc-lal e : | Informal Reviews
. Industrial H
| City Boards |

Permit Inspections ; .
Residential &

Classification : Multi family : County Boards
L asmmmsrEEEEEEEEEEmEEEEEE
Special Tax Programs : Condos/Co-op & E Tax Court

Apartments

| Parcel Reconfigurations e +

Appraisals and Assessment Administration General Fund: $6,266,000

The Assessor's office is statutorily mandated to determine the market value and classification of all land
and improvements annually. An annual assessment includes: Property Inspections; Exemptions and Tax
Relief Programs; Data & Record Management; Taxpayer Notification; Taxpayer Appeals and Reviews; Tax
Court Litigation, Legislation, Neighborhood and Community Outreach and Business Relations. The office
administers property tax programs in an accurate, ethical, equitable and defensible manner as prescribed
by state law.

Financial Analysis

Expenditure

The total Assessor Department’s budget increases from $6.1 million to $6.3 million from 2019 to 2020. This
is an increase of $117,000, or 1.9%. The Assessor Department's 2020 expenditure budget reflects
inflationary increases in operating costs.

Revenue
This department does not generate revenue.

Fund Allocation
This department is funded completely in the General Fund.
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ASSESSOR
EXPENSE AND REVENUE INFORMATION
2019 2020 Council Percent

EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL

SALARIES AND WAGES 2,931,543 3,210,882 3,270,000 3,399,000 3.9% 129,000

FRINGE BENEFITS 1,125,667 1,204,922 1,221,000 1,283,000 51% 62,000

CONTRACTUAL SERVICES 861,148 936,640 1,410,000 1,356,000 (3.8)% (54,000)

OPERATING COSTS 270,683 226,796 247,000 227,000 (8.1)% (20,000)

CAPITAL — — — — 0

TOTAL GENERAL 5,189,041 5,579,240 6,148,000 6,265,000 1.9 % 117,000

TOTAL EXPENSE 5,189,041 5,579,240 6,148,000 6,265,000 1.9 % 117,000

2019 2020 Council Percent

REVENUE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL

CHARGES FOR SALES 20 — — — 0.0 % 0

OTHER MISC REVENUES — — — — 0.0 % 0

PROPERTY TAXES — — — — 0.0 % 0

TOTAL GENERAL 20 — — — 0.0 % 0

TOTAL REVENUE 20 — — — 0.0 % —
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ASSESSOR
EXPENSE AND REVENUE INFORMATION

Expense 2017 - 2020 Expense by Category
In Millions
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ASSESSOR
Staffing Information

Division 2017 2018 2019 2020 Council Percent Change
Budget Budget Budget Adopted Change g
APPRAISALS AND ASSESSMENT
ADMINISTRATION 38.00 38.00 38.00 38.00 0.0% 0.00
Overall 38.00 38.00 38.00 38.00 0.0% 0.00
Positions 2017-2020

40.00
35.00
30.00
25.00
20.00
15.00
10.00
5.00
0.00

2017 2018 2019 2020 Council
Budget Budget Budget Adopted
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CITY ATTORNEY

Mission
The City Attorney department’s mission is to enhance public safety, serve justice and vigorously represent

the interests of the City of Minneapolis and its residents by holding criminal offenders accountable and
delivering the highest quality, cost effective legal services.

Organization Chart

City Attorney
Deputy Manager of Deputy
Criminal Division Administration Civil Division
. Supervisor, Lifigation Technology
Admin Analyst Il Support Staff Mar.
Ciwvil, Criminal File Room
Support Staff
Supervising Supervising | | Supervising Client Services Client Services Litigation
Atlorln ey Attc::ne',r Aﬂoqney Manager Manager Manager
Trial Trial Domestic
Team A Team B Wialenca Team
General Flanning S
Semvices and Regulatory CIVII_ll__glai;IJ_gtlon
Community Team Team
Attorney Charging Team
Program
Criminal Justice General Fund: $10,858,000

Other Funds: $316,000

The Criminal Justice Division of the City Attorney’s Office (CAQO) prosecutes all adult crimes punishable by
up to ayearinjail, including gross misdemeanor, misdemeanor and petty misdemeanor offenses committed
in the City of Minneapolis. Prosecution is a mandated function. The criminal prosecution function is divided
into four teams: Domestic Violence, Community Attorney and two general trial teams. The office places a
special emphasis on domestic violence cases, with a coordinated, collaborative approach ensuring advocacy
and services for victims while seeking effective intervention to prevent future violence. The CAO’s community
attorneys are housed in each of the five police precincts. The program engages residents and neighborhood
businesses in responding to the particular needs and public safety concerns of communities across the City.

The CAO has been a leader in criminal justice reform, without compromising public safety. The CAO has
developed unique programs that achieve more effective outcomes by addressing underlying needs of
offenders, while reducing the collateral consequences of the criminal justice system. The CAO has greatly
increased diversion opportunities and offers pre-charge diversion, allowing individuals to avoid a criminal
record. We have reduced the number of individuals booked into jail for lower level offenses and bench
warrants.

City of Minneapolis — Operating Departments 195 2020 Council Adopted Budget



HOME

We have a proven track record of innovation, including the Minneapolis Model for domestic violence
prosecutions, the Downtown 100 and Interact, a restorative justice model for misdemeanor obstruction of
justice charges. One of the more recent programs is the Pathways program for individuals charged with
carrying a weapon without a permit. Instead of incarceration, the program offers a needs assessment and
intensive, community-based, trauma-informed programming designed to help these offenders - who are
mostly young adult males - to a better future and to avoid future violence. Successful participants avoid a
conviction on their record. Prior to this program, those convicted of this offense had a high rate of recidivism
and often for violent felonies. The early results from this program are promising. This budget provides
ongoing funding for this new program.

Civil Legal Services Other Funds: $8,184,000

The Civil Division of the City Attorney’s Office provides all civil legal services and representation to the City,
including its elected officials, departments and boards and commissions and is a highly respected public
law office. The Civil Division is divided into two teams, Client Services and Litigation. The Client Services
team is called upon to draft ordinances, represent the City in complex real estate and development matters,
draft and review contracts and advise the City on a myriad of legal questions ranging from governmental
authority and constitutional questions to election law and compliance with the open meeting law and data
practices act. The Litigation Team handles all litigation, both defending the City and, when appropriate City
employees, as well as bringing affirmative litigation on behalf of the City. In addition to litigation, the team
represents the City in labor arbitrations, civil service, worker’'s compensation and veteran’s preference
proceedings. The team is proactive in working with City officials and department staff to identify issues that
raise a potential for litigation and provide advice on preventive measures.

Financial Analysis

Expenditure

The total City Attorney Department’s budget increases from $19.0 million in 2019 to $19.4 million in 2020.
This is an increase of $323,000 or 1.7%. This increase in 2020 budget is due to inflationary adjustments to
salaries and wages, a decrease in the base operating budget, and budgetary change items.

Revenue

Revenues are projected to increase by $8.0 million in this department due to reallocation of self-insurance
costs within the City. This allocation was formerly recorded in the Liability department. The department’s
total revenues in 2020 are projected to be $8.3 million.

Fund Allocation

This department is funded primarily by the General Fund at 56.0% with the remainder of the
department’s funding found in the Self Insurance Fund at 42.2% and 1.8% funded by the Special
Revenue Fund.

Budget Change Items
Detailed change items are presented on the following pages.
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City Attorney 2020 Change Item

Alternative to Cash Bail

Program: Criminal Justice
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T — — — — —

Fleet — — — — —

Contractual Services 75 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 75| —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —]| —| —| —| —

Proposal Details:

The Council approves $75,000 in one-time funding for the City Attorney's Office for a new initiative to
develop and implement an alternative to cash bail for individuals charged with non-domestic, non-DWI
misdemeanor offenses in Minneapolis. The City Attorney's Office will contribute an additional $25,000.
This alternative adds conditional release staff from Hennepin County Community Corrections to develop
an individualized release plan pre-arraignment for those who would otherwise be subject to the automatic
bail schedule. This effort will also connect individuals with needed social services, on a voluntary basis,
at the earliest opportunity.

Rationale/Background:

The City Attorney’s Office has worked with County Community Corrections and other partners to
implement a risk assessment tool to assess the individual risk of those booked in jail on non-targeted and
non-domestic misdemeanor offenses in lieu of monetary bail. Those not in a high-risk category can be
released from jail without any bail. Others, however, with a higher risk for failure to appear, may be
subject to the automatic bail schedule imposed by the court. This proposal offers an alternative to cash
bail, reduce risk of failure to appear and help connect individuals who want and need services to an
opportunity for referral at the earliest opportunity. In addition, this may allow more defendants to
participate in the alternative Restorative Court or other diversion opportunities as opposed to traditional
prosecution. This alternative to cash bail addresses the mayoral priority of bail reform.

Description of the Change:
This effort is a next step in the work the City Attorney's Office has already undertaken around bail reform
and reduced use of the jail.

The City Attorney's Office will implement a pilot modeled after programs operated by the Brooklyn Justice

Initiative and Newark Community Solutions. The funding will be used to add County Community
Corrections conditional release staff. In partnership with the County, we would implement a program to
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allow release with no cash bail at the pre-arraignment phase, for non-domestic, non-DWI offenses.
Conditional release staff would work with the detainee on a plan to help ensure attendance at future court
dates and to connect the detainee with social services, as appropriate, on a voluntary basis. This change
will avoid persons remaining in jail because they cannot afford cash bail. Such a model would reduce
pretrial detention and minimize the negative impact of cash bail and/or detention on individual lives while
connecting people more quickly with any needed services.

This alternative requires partnership with County Community Corrections, County Human Services, the
Public Defenders Office and the District Court. This pilot will blend well with the new Restorative Court
implemented this year in Hennepin County District Court due to the advocacy of the City Attorney’s Office
and the Hennepin County Public Defender’s Office. The special calendar offers an alternative path for
individuals charged with a misdemeanor who want to work with a social worker for assistance with
underlying needs. We are in the process of meeting with Hennepin County to further develop this budget
proposal and have begun discussions with our justice partners. The City Attorney's Office hopes to
implement this new project in early 2020.

Equity Impact:
Many of the individuals who have bail imposed are low-income and people of color; these groups will be
the most impacted by this new process.

Results:
The City Attorney's Office will no longer hold people pre-arraignment in jail because of their inability to
pay cash bail for non-domestic, non-DWI misdemeanor offenses.

The City Attorney's Office will track the number of persons released, their appearance rates for required
court hearings, along with other data, comparing these findings to data collected prior to implementation.
Additionally, the City Attorney's Office will also track the number of social service referrals and individuals
diverted from traditional prosecution.
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City Attorney 2020 Change Item

Develop Trauma-Informed Domestic Violence Programming

Program: Criminal Justice
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T — — — — —

Fleet — — — — —

Contractual Services 75 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 75| —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —| —| —| —| —

Proposal Details:

The Council approves $75,000 in one-time funding to develop trauma-informed, culturally specific
domestic violence programming for perpetrators and to build community resources that could serve as an
alternative to a law enforcement response in lower level matters. The City Attorney's Office will contribute
$25,000, bringing total funding to $100,000.

Rationale/Background:

Treatment is mandated by statute for those convicted of domestic violence (DV). Ensuring that this
treatment is effective, which requires that it be trauma-informed, culturally specific and available
regardless of ability to pay, is common sense. In addition, the data the City Attorney's Office (CAQO) has
collected through its Outreach program, focused on proactive follow-up for DV calls in violent crime hot
spots, has identified a need for voluntary community resources for families as an alternative to calling for
a law enforcement response for low level conflicts within a family. Through community listening sessions
led by the Cultural Wellness Center, CAO has confirmed this need.

The Mayor thus recommends funding further efforts in DV prevention by making sure that: (1) culturally
specific, trauma-informed, effective programming is available for current court-ordered battering
programming, regardless of ability to pay; and (2) families have access, on a voluntary basis, to a
credible, community-based resource for assistance with domestic issues before they rise to the level of a
police/ criminal justice system response.

Description of the Change:

This new recommendation builds upon the work CAO has done for several years with its Outreach pilot
in violent crime hot spots along with the promising early results of its Pathways program, the trauma-
informed, community-based alternative to incarceration for gross misdemeanor weapons offenses.

This will be a multi-year effort. CAO will use funds in 2020 for pilot programs to help existing providers
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build capacity to serve community needs in this area. CAO will do this work through community
engagement, working with Neighborhood and Community Relations and a community partner such as
the Cultural Wellness Center. CAO will also monitor grant opportunities for potential funding.

CAO will work with County Community Corrections to evaluate current court-ordered battering programs
and ensure that trauma-informed, culturally-specific programming is available and available regardless of
ability to pay. CAO will continue its work with its Outreach initiative and use a community-led planning
process to seed development of a community-based resource that can be accessed on a voluntary basis
as an alternative to a 911 — law enforcement response for families, focusing on families living in violent
crime hot spots.

Domestic violence issues affect families in various ways and severity levels, due to numerous and
changeable stress factors. The ability to create community based and need specific programming that
can be a voluntary resource for families in crisis, particularly for families living in areas already stressed
by exposure to higher levels of violence, before they become involved in the criminal justice system will
be critical to violence prevention. There are issues and problems that come up within families that could
effectively be addressed through appropriate intervention. If someone does commit a domestic violence
related crime, having an appropriate program that can deal with underlying issues of trauma and is
culturally specific, could be used to divert the offender from further criminal activity.

Equity Impact:

Communities of color are disproportionately involved in the criminal justice system surrounding domestic
violence incidents and offenses. The listening sessions through the Cultural Wellness Center gave CAO
input from these communities. Other marginalized communities, such as the LGBTQ, Native American
and immigrant communities, have long expressed reluctance to involve the criminal justice system in
their domestic violence issues. By creating community-based, culturally-specific programming aimed at
being a resource to prevent violence, these communities will have resources they feel safe accessing.

By providing alternatives to criminal justice system involvement, the result should be less involvement for
communities of color. By creating an alternative for families rather than calling 911, the hope is that the
families will reach out for this support, preventing the type of violence that will lead to criminal justice
system intervention.

The impact to all groups served by this programming intervention will be positive in that it will address
underlying trauma issues that may lead to domestic violence, which will benefit potential offenders and
victims. Extensive research about trauma and childhood exposure to violence shows the long lasting and
negative impacts these experiences have.

Results:

Successful implementation will mean that families and communities reach out to the provided
programming as an alternative to calling 911 when their family is in need of assistance. (This will be a
multi-year initiative). It will also mean that the City Attorney has a diversion opportunity for low level
domestic violence offenders. Finally, defendants convicted of DV offenses will be provided the most
effective battering treatment, which will help prevent future violence. Data regarding impact and
effectiveness will be tracked and evaluated, such as the number of referrals, level of 911 calls coded for
DV services, user satisfaction surveys and the like.
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City Attorney 2020 Change Item

Victim Witness Specialist

Program: Criminal Justice
Fund: Grants - Federal

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

None I —| —| —| —| —

Expenditures

Personnel — — — — —

T — — — — —

Fleet — — — — —

Contractual Services — — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | —| —| —| —| —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | 1] —| —| —] —

Proposal Details:

The Council approves continuing the added unfunded FTE from 2019 into 2020 for the City Attorney's
Office (CAO). In 2018, the CAO was awarded a grant for a Victim Witness Specialist (VWS) position in
the criminal division, specifically for outreach to crime victims and witnesses who are foreign language
speakers.

Rationale/Background:

In 2017, the CAO applied for and received a grant jointly from the U.S. Department of Justice, and the
Minnesota Department of Public Safety. This grant enabled the CAO to improve its crime victim services
for non-English speaking crime victims by hiring an additional VWS who speaks Spanish, increasing the
level of service to non-intimate partner domestic victims, assisting more victims with submitting restitution
or reparation claims, providing more outreach in the community, and training other allied professionals
about the criminal justice system response to crime. This request impacts the mayor’s priority to
increasing public safety and improving police-community relations. The CAO plans to devote all of the
funding required for this position.

Description of the Change:

The following are the added activities that this position makes possible:

* Begin calling victims/witnesses prior to the arraignment on non-intimate partner domestic cases

* Calls to victims on Level 3 cases. Level 3 cases involve DWI related collisions with unoccupied
vehicles, misdemeanor moving violations in which only property damage is alleged, 4th Degree assault
on a police officer or assault on a police horse, criminal damage to property, theft-related cases in which
the loss was not recovered and disorderly conduct cases in which physical contact was alleged

* Provide more support for victims in submitting restitution or reparations claims. Previously, only letters
were sent

* Provide regular trainings for police officers to inform officers about crime victim services and answer
questions
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* Attend community meetings with the CAO’s community attorneys to provide information about crime
victim services and the criminal justice process
* Engage in outreach to immigrant communities to educate about crime victim services

Equity Impact:

This position is specifically focused on immigrant communities. Over half of the crime victims/witnesses
CAO serves are people of color. A significant number of victims/witnesses are immigrants, refugees,
LGBTQ or those with disabilities (cognitive or physical). As previously mentioned, having increased
outreach to victims and witnesses of crimes in culturally responsive ways will ensure victims and
witnesses will be able to better understand the criminal justice system and be more supported as they go
through the process. One of the primary focuses of our outreach is to traditionally underserved and
immigrant populations. CAO works with existing collaborative partners, and hope to engage more
partners through outreach by VWS staff, to educate the community about the criminal justice system in
the United States and crime victim rights.

Results:

In 2018, CAO contacted 2,588 new victims/witnesses. The evaluation process for the expanded VWS
program will include both qualitative and quantitative data. VWSs currently track and will continue to track
* Number of victim cases and victims, victims successfully contacted and victims who appear for trial

* Number of community meetings and trainings provided, and the number of attendees at each event

* Evaluate the effectiveness of trainings by providing a previously developed evaluation form to
attendees to complete. This form rates the training, presenters, topics, and includes a spot to make
suggestions for future trainings.
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EXPENSE AND REVENUE INFORMATION
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2019 2020 Council Percent
EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change

GENERAL

SALARIES AND WAGES 5,457,361 5,567,463 5,916,000 5,971,000 0.9% 55,000

FRINGE BENEFITS 1,786,845 1,756,065 2,103,000 2,131,000 1.3% 28,000

CONTRACTUAL SERVICES 2,272,168 2,206,828 2,501,000 2,593,000 3.7% 92,000

OPERATING COSTS 159,396 161,801 170,000 163,000 -4.1% (7,000)
TOTAL GENERAL 9,675,770 9,692,157 10,690,000 10,858,000 1.6% 168,000
SPECIAL REVENUE

SALARIES AND WAGES 147,550 250,241 209,000 236,000 12.9% 27,000

FRINGE BENEFITS 53,365 71,630 90,000 73,000 -18.9% (17,000)

CONTRACTUAL SERVICES 119,841 89,800 36,000 8,000 -77.8% (28,000)

OPERATING COSTS — 4,271 — — 0
TOTAL SPECIAL REVENUE 320,756 415,942 335,000 317,000 -5.4% (18,000)
INTERNAL SERVICE

SALARIES AND WAGES 4,202,110 4,286,455 4,972,000 5,115,000 2.9% 143,000

FRINGE BENEFITS 2,519,976 1,309,589 1,577,000 1,589,000 0.8% 12,000

CONTRACTUAL SERVICES 1,429,855 1,385,946 1,325,000 1,343,000 1.4% 18,000

OPERATING COSTS 129,946 124,470 137,000 137,000 0.0% 0
TOTAL INTERNAL SERVICE 8,281,887 7,106,460 8,011,000 8,184,000 2.2% 173,000
TOTAL EXPENSE 18,278,413 17,214,559 19,036,000 19,359,000 1.7% 323,000

2019 2020 Council Percent
REVENUE 2017 Actual 2018 Actual Adopted Adopted Change Change

GENERAL

CHARGES FOR SERVICES 7,781 8,295 10,000 10,000 0.0% 0

FINES AND FORFEITS 2,379 16,163 5,000 5,000 0.0% 0

OTHER MISC REVENUES 30,313 22,410 30,000 30,000 0.0% 0
TOTAL GENERAL 40,473 46,868 45,000 45,000 0.0% 0
SPECIAL REVENUE

CONTRIBUTIONS — — — — 0.0% 0

FEDERAL GOVERNMENT 30,041 72,850 — — 0.0% 0

LOCAL GOVERNMENT 200,000 200,000 200,000 175,000 -12.5% (25,000)
TOTAL SPECIAL REVENUE 230,041 272,850 200,000 175,000 -12.5% (25,000)
INTERNAL SERVICE

CHARGES FOR SERVICES — — — — 0.0% 0

OTHER MISC REVENUES — 123 5,000 8,029,000 160,480.0% 8,024,000
TOTAL INTERNAL SERVICE — 123 5,000 8,029,000 160,480.0% 8,024,000
TOTAL REVENUE 270,514 319,841 250,000 8,249,000 3,199.6% 7,999,000
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ATTORNEY

EXPENSE AND REVENUE INFORMATION

Expense 2017 - 2020
In Millions

$20.0

$15.0

$10.0

$5.0

$0.0

2017 Actual 2018 Actual 2019

Expense by Category

FRINGES
20%

CONTRACTUAL
SERVICES
20%

OPERATING
COSTS
2%

SALARIES AND WAGES
58%
2020 Council Adopted

Adopted

Revenue 2017 - 2020
In Millions

$8
$7
$6
$5
$4
$3
$2
$1

$0

2017 Actual 2018 Actual 2019

Adopted

City of Minneapolis — Operating Departments

Revenue by Type

MISCELLANEOUS
98%

LOCAL GRANTS &
AIDS
2%

2020 Council Adopted

204 2020 Council Adopted Budget



CITY ATTORNEY
Staffing Information
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2017

2018

2019

2020 Council

Percent

Division Budget Budget Budget Adopted Change Change
CIVIL DIVISION 47.50 47.50 47.50 47.50 0.0% 0.00
CRIMINAL DIVISION 62.50 65.80 66.80 66.80 0.0% 0.00
Overall 110.00 113.30 114.30 114.30 0.0% 0.00
Positions 2017-2020
120.00
100.00
80.00
60.00
40.00
20.00
0.00
2017 2018 2019 2020 Council Adopted
Budget Budget Budget

* 2019 FTE counts may differ from 2019 adopted budget due to mid year adjustments, including funding and organizational changes.
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CITY CLERK

Mission

The Office of City Clerk is the secretariat of the City Council and facilitates legislative processes. In addition,
the office serves as the organizational center for two enterprise programs: elections administration and voter
services and records and information management.

Organization Chart

City Clerk
| I
Elections & Legislative Support Records & Info.
Voter Services & Operations Management
Legislative Support and Operations General Fund: $3,246,000

The Legislative Support & Operations Division facilitates legislative and policy-making processes and
provides meeting management services for the City Council, its standing policy committees, the independent
Auditand Executive committees, as well as other assigned decision-making bodies; publishes and preserves
the City Charter and Code of Ordinances; coordinates the appointments process to City boards and
commissions; and delivers a myriad of delegated services. Additionally, this division is responsible for
administrative operations of the City Council & Clerk Department.

Records and Information Management General Fund:  $785,000

Other Funds: $1,502,000

The Records & Information Management Division manages enterprise information assets across identified
lifecycles to ensure business continuity, legal and regulatory compliance, probity, economy, and proper
disposition; provides leadership and interdepartmental coordination on information governance, policies,
and strategies; fulfills statutory duties assigned to the responsible authority and data compliance official;
and oversees the City’s archival collections. Additionally, this division provides printing and production
services, centralized imaging/scanning, mail/courier/delivery services, and destruction/recycling to all
departments.
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Financial Analysis — Office of City Clerk Legislative Support and Operations, Records and
Information Management

Expenditure

The total City Clerk Department’s budget increases from $5.47 million to $5.54 million from 2019 to 2020.
This is an increase of $65,000, or 1.2%. The City Clerk Department’s 2020 expenditure budget reflects
routine inflationary increases in operating costs, and budgetary change items of $160,000.

Revenue
Revenues are projected to increase by 4.2% in this department due to projected increase in Copy Center
Services. The department’s total revenues in 2020 are projected to be $1.4 million.

Fund Allocation
This department is funded primarily by the General Fund at 73.0% with the remainder of the department’s
funding provided by the Internal Services Fund at 28.1%.

Elections & Voter Services General Fund: $6,400,000

The Elections & Voter Services Division serves as the gateway to representative democracy, protecting
voting rights guaranteed by both federal and state constitutions. By ensuring readiness and capability to
conduct an election whenever required, this division ensures eligible voters have equitable, impartial access
to the ballot box and that every ballot is accurately and properly counted.

Financial Analysis — Election and Voter Services

Expenditure

The total Elections Department’s budget increases from $2.3 million to $6.4 million from 2019 to 2020. This
is an increase of $4.1 million, or 175.8%. The Elections Department’s 2020 expenditure budget reflects
routine inflationary increases in operating costs and the budgetary change items of $4.1 million.

Revenue
Revenues in 2020 are projected to remain constant at $94,000 as in 2019.

Fund Allocation
This department is funded completely by the General Fund.

Budget Change items
Detailed change items are presented on the following pages.
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Elections 2020 Change Item
2020 Presidential Election: Multiple Early Vote Centers

Program: Elections & Voter Services
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

None I —| —| —| —| —

Expenditures

Personnel — — — — —

T — — — — —

Fleet — — — — —

Contractual Services 4,000 90 90 90 90

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 4,000 | 90| 90| 90 | 90

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:

The Council approves $3.91 million one-time and $90,000 ongoing General Fund resources to fund staff
and facilities for three election events (PNP, Primary, and General Election) and 3 Early Vote Centers in
2020.

Rationale/Background:

Absentee Balloting is conducted during the 46-day period prior to each primary or general election. It
includes two forms: Vote-By-Mail (VBM) and In-Person Voting (IPV). In 2014, “no-excuse” absentee
balloting was authorized and in 2016 direct balloting was authorized during the final 7-day period prior to
Election Day. While these reforms increase access to the ballot box, it impacts the resources required of
EVS to conduct 46 continuous “Election Days” to the same exacting standards and intense public
scrutiny as on the actual Election Day. During presidential and gubernatorial elections, Absentee
Balloting represents a total of 92 days of voter service; but that does not include the time required to
recruit and train seasonal workers. It also does not adequately describe the full impact of expanded
service hours that include additional weekday and weekend hours (Saturdays and Sundays), per the
policy direction of City Council.

Description of the Change:

EVS is maximizing all funds to increase/enhance/expand ballot access. This request builds on the
resources anticipated to be funded through the base budget. The requested base budget includes funds
for 3 sites for the 7-day Direct Balloting period. EVS headquarters is relocating away from the downtown
core, so EVS will collaborate with Hennepin County at their 46 day Early Vote center and add three 7 day
vote locations strategically located in community during the final week of early voting for the 2020
Presidential General Election.
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Equity Impact:

Minneapolis is a recognized leader in election administration. In 2016, the City enacted its Tenant Notice
of Voter Registration program requiring landlords to provide registration information to voting-age
residents on move-in. As a city where more than half its population rent, this is critical to ensuring ballot
access. Moreover, because communities of color, unmarried women, and youth (18-34) are
disproportionately represented, this helps provide pathways to participation for historically under-
represented groups. Minneapolis has a robust Voter Outreach & Education (VOE) program to ensure all
qualified voters are “election ready” each year, helping build awareness and participation across the four-
year election cycle. VOE initiatives primarily target communities with lower levels of engagement.
Expanded service hours during Absentee Balloting means Minneapolis offers greater access to
participate than any other jurisdiction in Minnesota, including weekday evenings and weekends (a total of
330 hours in 2017, double for 2018 because of primary). The convenience of IVP has had the biggest
impact on communities of color, particularly among the Somali community, as well as voters with
disabilities, seniors, and youth/first-time voters. These are the demographic groups that have taken the
greatest advantage of Minneapolis’s expanded in-person Absentee Balloting at the Early Vote Center. In
2016, the City offered multiple Early Vote Centers which also enhanced access to the ballot box,
resulting in a record-setting level of participation via IVP.

Results:

The results/chart below include the primary and general elections for 2016 and 2018 and the municipal
general election in 2017 (when there is no primary due to Ranked-Choice Voting). Absentee turnout is
reflected in green in each column, while the blue reflects Election Day turnout. Overall, you can see there
has been a slight increase in early voting—which includes Vote-By-Mail, Early In-Person, and other
options included under the umbrella of Absentee Balloting, as allowed under state law. Despite the
increase in convenience, the majority of voters still prefer to cast ballots at the polls on Election Day.

These data have implications about the number of precincts and polling places needed to accommodate
Election Day turnout, staffing for the polls, and how technology could be leveraged to decrease time
spent in line waiting to vote. Additionally, there are implications about how the City can continue to nudge
voters to consider other options and advocate for expanded conveniences, like true “Early Voting.”
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City Clerk 2020 Change Item

Data Review & Redaction - Enterprise Funding

Program: Records & Information Management
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T — — — — —

Fleet — — — — —

Contractual Services 25 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 25| —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:
The Council approves $25,000 one-time General Fund to provide ongoing contractual support for
enterprise document review, redaction, and release for public data requests.

Rationale/Background:

The City is obligated to respond to requests for public records in a reasonable time despite receiving
large increases in the number of requests. From 2015 to 2018, the number of requests received
increased by 375%. The Clerk’s Office has a team of three full-time positions to manage public records
requests; however, this is insufficient to meet growing demands, particularly as request processing is
increasingly centralized. Responding to public records requests requires engaging with the requestor,
locating and collecting the responsive data, and review it to remove or redact protected information.
Average request close times for requests requiring review/redaction are 65 days—three times that of
requests not requiring significant review/redaction. The department has currently engaged two contract
reviewers, originally to cover a period of staff turn-over but has retained them to reduce the backlog of
requests.

Description of the Change:

The Clerk’s Office has utilized the services of two full-time contract document reviewers from the legal
discovery industry in 2018-2019 to cover staff turnover and to stay abreast of the increasing data request
volume. This funding will continue those positions for one year in order to:

Reduce the existing backlog of public data requests

Prioritize review during high request volume spikes, such as following an important event

Allow staff to pursue opportunities to increase efficiency gains available from existing technology.

Extending the contract will maintain progress at responding to requests and provide better metrics to

determine optimal staffing levels and is a prudent alternative to requesting any FTE positions. Industry
standards review rates average between 50-100 pages per hour but assume reviewers are only
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classifying documents—our reviewers are also required to make spot redactions throughout a document
and cite the basis for each redaction. The temporary addition of two reviewers will allow us to review and
redact more than 200,000 pages of data in 2020.

Equity Impact:

This proposal would focus review efforts on reviewing data requests that have a significant community
impact as well as those that effect police and community relations or serve traditionally disenfranchised
groups. In particular, this could allow more rapid closing of police data requests regarding events which
generates a spike in requests. Examples in recent years include officer involved shootings, police
response to protests, community interest in police budget items (such as the 4th Precinct), and police
actions in preparation for and during major events, such as the Super Bowl.

The City’s response to data requests directly affect the trust placed in the city by residents. The Mayor
has specifically prioritized fulfilling data practice requests in a timely manner, stating that “[b]eing
committed to transparency in city government means promoting transparency with actions, not just public
statements of support for the idea of open government. My office will prioritize fulfilling and complying
with all requests by press and other individuals for emails and information sent by my staff using city
resources.”

Results:

The number of data requests received is rising. The Clerk's Office has seen steady increases year over
year. From 2015 to 2018, the number of requests received increased by 375% and is in pace to maintain
or exceed that growth rate. The temporary addition of two reviewers will allow us to review and redact
more than 200,000 pages of data in 2020. It will also allow us to pursue efforts to improve transparency
and efficiency. We expect the public interest in government data to continue but hope to temper the
strong trend in requests by leveraging technology and process improvements. Multiple initiatives have
already occurred or are underway, including:

A centralized data review platform to review and redact large volumes of information

An enterprise request management system that allows automation for managing requests

Efforts with IT to ensure more data is available on the City website and OpenData Portal.

These efforts are critical to managing the despite the trend of increased numbers. But the press of

increasing numbers of requests has redirected staff from other important work—sometimes the very that
would reduce the burden of processing requests.
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City Clerk 2020 Change Item
Esri Redistricting Application

Program: Legislative Support & Administration
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T 35 — — — —

Fleet — — — — —

Contractual Services — — — _ _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 35| —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:
The Council approves $35,000 one-time General Fund resources for Esri Redistricting Application.

Rationale/Background:
Minneapolis, led by its Charter Commission, must review and redraw its electoral boundaries after each
US Census to ensure that the people of the districts are equally represented. See Charter Section 2.2(c)

(4).

Description of the Change:

To assist the Charter Commission Redistricting Group and engage in public in the process, the City’s IT
Department and Clerk’s Office propose using a new mapping/collaboration tool from Esri. Esri ArcGIS is
the City’s enterprise geographic information system. Esri Redistricting is a web-based solution that lets
governments, citizens, and advocates work together on redistricting plans. It gives you everything you
need to create compliant plans, including design, editing, and validation tools as well as ready-to-use
Census and demographic data—all built on Esri’'s ArcGIS software platform. IT will use its Esri software
subscription credits to acquire the new solution. Additional funding is required for Esri's Managed Cloud
Services. This will provide secure and reliable web services that support the Esri Redistricting
application and access points. It provides the capability to host and publish custom data which can then
be consumed by the Esri Redistricting application. Esri also will provide onsite training for the application.

Equity Impact:

Esri Redistricting will provide transparency and solicit feedback from stakeholders has historically been
limited. Typically, few individuals have had access to redistricting software capabilities to evaluate
proposals and provide alternate scenarios.

The Esri application will allow unlimited users (20 concurrent users, equivalent to 100 active users) to
create and share redistricting maps. The application will provide the City with a redistricting solution that
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satisfies legal requirements, improves inclusiveness and transparency, and maximizes the efficiency of
the redistricting process.

Results:

This application will help the City efficiently meet its legal requirement to adopt new Ward and Park
District maps. The timeline is tight. The Census begins April 2020. The Redistricting Group will be
appointed September 2020, and redistricting process begins January 2021, with census data expected
April 2021. The Redistricting Group has less than a year to develop maps, hold listening sessions &
public hearings, and get Charter Commission and Council approval of the final maps.

Esri Redistricting allows us to create and edit plans, report on redistricting plans, check the integrity of

the plans, share the plans with the public, and collaborate with stakeholders—all at a level previous not
possible.
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City Clerk 2020 Change Item
Legislative Information Management System (LIMS) - Phase 3

Program: Legislative Support & Administration
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

None I —| —| —| —| —

Expenditures

Personnel — — — —_ —_

T 100 — — — —

Fleet — — — — —

Contractual Services — — — _ _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 100 | —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:

The Council approves $100,000 one-time General Fund resources to complete the design, configuration,
and implementation of LIMS — Phase 3 which will extend the system’s functionality to include the City’s
three planning/quasi-judicial bodies and provide a secure, outsourced (hosted) environment for all
technical and network services with the existing vendor (DataNet Systems Corp).

Rationale/Background:

Policymakers, staff, media, and the public need access to authoritative legislative data, particularly data
on local laws and public policies. As a web-based, digital repository, LIMS enables users to query,
search, filter, review, and retrieve this data. The first project phase addressed overall system design and
was configured to support City Council and its standing committees, the independent Audit and Executive
committees, and the Charter Commission. Launched in September 2017, the system includes all data
from the 2014-2017 Council Term through present day. In 2019, the second project phase will improve
functionality, provide an Application Program Interface (API) to enable bulk data access, download, and
exchange consistent with industry standards for open data and extend LIMS meeting management
functionality and public access to Appointed Boards & Commissions (ABCs) within the enterprise
(approx. 50 decision-making bodies). The Clerk’s Office currently contributes approx. 45% of all content
to the City’s website, the vast majority of which is legislative and policy data.

Description of the Change:

LIMS is an existing project first approved by City Council in 2014. Like “Google for Government,” LIMS is
a public portal providing 24x7x365 access to the City’s legislative and policy data. This request
completes the design, configuration, and implementation of LIMS (Phase 3). Phase 3 funding is primarily
focused on incorporating system functionality to the City’s Planning Commission, Zoning Board of
Adjustment, and Heritage Preservation Commission into LIMS. It would also enable the entire system to
be outsourced as a hosted solution by the vendor. Despite being an enterprise application used by every
department, funding to-date has come from year-end budgetary and vacancy savings from the Office of
City Clerk. This proposal would secure funding to complete the entire scope of services through the
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existing contract with DataNet Systems Corporation, including an option for a vendor-hosted solution.
DataNet is a minority-owned IT-solutions company based in Washington D.C. that primarily works in the
government sector.

The LIMS provides the technical infrastructure to manage this mission-critical data, increases
accessibility of this data for internal and external users, eliminates the business risk of existing,
unsupported legacy systems, and provides a digital repository for the City’s official acts—ordinances,
resolutions, actions, etc.—which must be permanently preserved under state law.

Equity Impact:

During concept planning, key departments provided input on options to address financial and equity
impacts of agenda items. This resulted in the creation of a new fiscal impact analysis and review by the
Civil Rights Department. These internal reviews support more scrutiny of policy and business proposals
and provide policymakers a fuller understanding of the ramifications decisions intended to advance
strategic goals tied to community growth, the reduction or elimination of disparity gaps, and similar
metrics. Additionally, because those reviews are part of the public data in LIMS it increases public
awareness about the context of these decisions and enables the community to hold elected policymakers
accountable.

In support of the City’s Open Data Policy, the Clerk’s Office engaged members of Open Twin Cities and
the University of Minnesota’s Center for Urban & Regional Affairs (CURA) in early system development to
discuss how LIMS could support bulk data access consistent with industry best practices for open
government data.

Finally, aware of the need to ensure the greatest access possible, the Clerk’s Office required that the
overall system design meet Web Content Accessibility Guidelines (WCAG) developed by the World Wide
Web Consortium (W3C). The Clerk’s Office is proud to be the first City department to provide a web-
based system that fully satisfies WCAG 2.0 Level AA, which addresses the most common barriers for
disabled users and aligns with Revised 508 Standards under federal regulations.

Results:

In 2018, the following official acts were made by the Council and Mayor, recorded by the Clerk, and
published and made accessible via LIMS—

Ordinances:

» 84 ordinances were newly introduced;

» 84 ordinances were enacted, which included two charter amendments, one by ordinance and one by
referendum;

* 42 ordinances were codified; and

* 100% of ordinances were produced without error, as determined by the number of re-publications
required (0).

Resolutions:

* 437 resolutions were adopted, with 99.77% produced without error as determined by the number of re-
publications required (1).

Actions:

+ 1,021 actions were approved, with 99.90% produced without error as determined by the number of re-
publications required (1).

Appointed Board & Commissions:

* 57 Number of Boards

* 433 Number of Seats

» 581 Applications Received

* 164 Appointments Confirmed
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Elections 2020 Change Item

Supervisor, Election Administration (Voter Outreach & Education)

Program: Elections & Voter Services
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel 110 110 110 110 110

T — — — — —

Fleet — — — — —
Contractual Services — — — — _
Other — — — — —
Net Budgetary Impact

Expenditures - Revenues | 110 | 110 | 110 | 110 | 110

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | 1] 1] 1] 1] 1

Proposal Details:
The Council approves $110,000 ongoing General Fund resources to provide in-house FTE to expertise to
plan, coordinate, and manage all aspects of Voter Outreach & Education (VOE) programming.

Rationale/Background:

Beginning in 2018, EVS is being accounted for as an independent department, per the decision of the
CFO. This is expected to enable the City to better track for its investment in the administration of
elections. To full separate from the Office of City Clerk, it is necessary to add at least 1 FTE. Staffing in
EVS is already well below comparable jurisdictions based on community population and demographics,
the number of elections administered in a regular cycle, average voter turnout, and other metrics. Based
on these standards, Minneapolis functions as a “county within a county,” being the fourth largest election
jurisdiction in the State of Minnesota. Staffing comparisons are Minneapolis 7 FTE, Hennepin County 10
FTE and Ramsey County 9 FTE. Hennepin County, which has the highest number of permanent staff,
does not operate a single polling place, but only handles back-office functions of voter registration and
ballot design; all voter-facing functions in Hennepin County are administered by cities, the largest of
which is Minneapolis.

The department has absorbed and paid for this level of work with contract, seasonal, and temporary
workers since the VOE program was launched in 2013. The VOE program has grown year-over-year and
is now considered a core part of the overall EVS Division, in all elections throughout the four-year regular
cycle.

Description of the Change:

This request will establish a full-time position in the EVS Department to have primary responsibility for its
VOE programs. This includes, as examples; the Tenant Notice of Voter Registration (TNVR) program; the
Charitable Organizations Recruiting for Elections (CORE) program; support for recruitment and
placement of Student Election Judge programs with area schools; community-based partnerships, like
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the Make Voting a Tradition with Little Earth; as well as lead work on EVS communications, media
relations, and similar initiatives.

Equity Impact:

Minneapolis is a recognized leader in election administration. In 2016, the City enacted its TNVR
program requiring landlords to provide registration information to voting-age residents on move-in. As a
city where more than half its population rent, this is critical to ensuring ballot access. Moreover, because
communities of color, unmarried women, and youth (18-34) are disproportionately represented, this helps
provide pathways to participation for historically under-represented groups. Minneapolis has a robust
VOE program to ensure all qualified voters are “election ready” each year, helping build awareness and
participation across the four-year election cycle. VOE initiatives primarily target communities with lower
levels of engagement. Expanded service hours during Absentee Balloting means Minneapolis offers
greater access to participate than any other jurisdiction in Minnesota, including weekday evenings and
weekends (a total of 330 hours in 2017, double for 2018 because of primary). The convenience of IVP
has had the biggest impact on communities of color, particularly among the Somali community, as well as
voters with disabilities, seniors, and youth/first-time voters. These are the demographic groups that have
taken the greatest advantage of Minneapolis’s expanded in-person Absentee Balloting at the Early Vote
Center. In 2016, the City offered multiple Early Vote Centers which also enhanced access to the ballot
box, resulting in a record-setting level of participation via IVP. The requested new FTE positions will
enable EVS to continue its strong service to Minneapolis voters.

Results:

In 2018, the VOE program again benefited from strong partnerships with several City departments; NCR,
Communications, IT and 311. These partnerships made possible significant improvements in engaging
and educating voters, providing accurate and responsive information, promoting community awareness
about the importance of participating, and responding to inquiries and requests in a timely manner. As in
prior years, EVS collaborated with the Communications department to develop a comprehensive
communications plan to promote the 2018 Gubernatorial Election. Using the YOUR CITY. YOUR VOTE.
brand, the communications plan for the 2018 election included the development of materials in a variety
of media and formats, including video, targeted paid and earned media campaigns, and—of course—
proactive, timely interaction and follow-up with news media outlets. By the numbers, EVS Twitter and
Facebook accounts expanded their reach in 2018 by growing the total number of followers to 2,926 (a 26
percent increase) and 1,423 (a 12 percent increase), respectively. Predictably, the accounts gained
popularity during the weeks leading up to the primary and general election. EVS also improved its
website (vote.minneapolismn.gov), which is the centerpiece to all its outreach, education, and
engagement work, helping to provide a single source to connect voters, candidates, and election judges
with accurate and timely information and data. In 2018, the website was visited by nearly 240,000 users,
over a quarter of which visited for the first time on either the day of the primary or general election. In
addition, the five interactive maps tracking early voting and overall voter turnout were viewed 13,175
times. Although EVS has partnered with NCR in the past, the department’s renewed commitments re-
energized and enhanced initiatives for the 2018 Gubernatorial Election. NCR lead several VOE initiatives
to maximize City resources and build enterprise capacity in promoting important election-related
messages. One area of particular focus was leveraging community partnerships to reduce registration
gaps and make voting as accessible as possible for all eligible residents in the City’s diverse
communities. Through these efforts, NCR facilitated conversations with more than 900 people, resulting
in 67 new and/or updated voter registrations for 2018. Minneapolis 311 has long been a champion of
EVS' voter outreach efforts by serving as the front-line response to election inquiries coming in from
around Minneapolis and the surrounding Twin Cities area.

City of Minneapolis — Operating Departments 217 2020 Council Adopted Budget



CITY CLERK
EXPENSE AND REVENUE INFORMATION
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2019 2020 Council Percent
EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change

GENERAL

SALARIES AND WAGES 1,487,021 1,438,138 1,650,000 1,698,000 2.9% 48,000

FRINGES 468,575 477,888 630,000 600,000 -4.8% (30,000)

CONTRACTUAL SERVICES 1,078,947 1,263,011 1,227,000 1,391,000 13.4% 164,000

OPERATING COSTS 249,463 235,603 174,000 245,000 40.8% 71,000

CAPITAL EQUIPMENT — 51,301 330,000 98,000 -70.3% (232,000)
TOTAL GENERAL 3,284,006 3,465,941 4,011,000 4,032,000 0.5% 21,000
INTERNAL SERVICE

SALARIES AND WAGES 252,673 299,388 370,000 373,000 0.8% 3,000

FRINGES 144,877 81,503 149,000 158,000 6.0% 9,000

CONTRACTUAL SERVICES 1,047,623 1,287,107 809,000 799,000 -1.2% (10,000)

OPERATING COSTS 137,025 129,725 121,000 154,000 27.3% 33,000

CAPITAL EQUIPMENT — — 10,000 19,000 90.0% 9,000
TOTAL INTERNAL SERVICE 1,582,198 1,797,723 1,459,000 1,503,000 3.0% 44,000
TOTAL EXPENSE 4,866,204 5,263,664 5,470,000 5,535,000 1.2% 65,000

2019 2020 Council Percent
REVENUE 2017 Actual 2018 Actual Adopted Adopted Change Change

GENERAL

CHARGES FOR SALES 60 139 — — 0.0% 0

CHARGES FOR SERVICES 6,600 4,800 5,000 5,000 0.0% 0

NON-BUSINESS LICENSES

AND PERMITS 3,780 5,300 3,000 3,000 0.0% 0
TOTAL GENERAL 10,440 10,239 8,000 8,000 0.0% 0
INTERNAL SERVICE

CHARGES FOR SERVICES 1,355,479 1,535,486 1,366,000 1,424,000 4.2% 58,000
TOTAL INTERNAL SERVICE 1,355,479 1,535,486 1,366,000 1,424,000 4.2% 58,000
TOTAL REVENUE 1,365,919 1,545,725 1,374,000 1,432,000 4.2% 58,000
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CITY CLERK
EXPENSE AND REVENUE INFORMATION

Expense 2017 - 2020 Expense by Category
In Millions
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ELECTIONS & VOTER SERVICES
EXPENSE AND REVENUE INFORMATION

HOME

2019 2020 Council Percent
EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 1,240,322 2,460,806 907,000 619,000 -31.8% (288,000)
FRINGE BENEFITS 246,859 347,322 171,000 213,000 24.6% 42,000
CONTRACTUAL SERVICES 780,119 751,355 818,000 5,448,000 566.0% 4,630,000
OPERATING COSTS 65,157 111,691 79,000 121,000 53.2% 42,000
CAPITAL 56,908 — 346,000 — -100.0% (346,000)
TOTAL GENERAL 2,389,365 3,671,174 2,321,000 6,401,000 175.8% 4,080,000
TOTAL EXPENSE 2,389,365 3,671,174 2,321,000 6,401,000 175.8% 4,080,000
2019 2020 Council Percent
REVENUE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL
CHARGES FOR SERVICES 115,991 180 94,000 94,000 0.0% 0
CONTRIBUTIONS 100 — — — 0.0% 0
TOTAL GENERAL 116,091 180 94,000 94,000 0.0% —
TOTAL REVENUE 116,091 180 94,000 94,000 0.0% 0
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ELECTIONS & VOTER SERVICES
EXPENSE AND REVENUE INFORMATION

Expense 2017 - 2020 Expense by Category
In Millions
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CITY CLERK
Staffing Information
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2017

2018

2019 2020 Council

Percent

Division Budget Budget Budget Adopted Change Change
CENTRAL MAILING 0.05 0.05 — — 0.0% 0.00
CITY CLERK - ADMINISTRATION 20.00 20.00 15.00 15.00 0.0% 0.00
COPY CENTER 4.95 5.95 6.00 6.00 0.0% 0.00
RECORDS & INFO. MGMT 1.00 — 5.00 5.00 0.0% 0.00
ELECTIONS & REGISTRATION 6.00 6.00 6.00 7.00 16.7% 1.00
Overall 32.00 32.00 32.00 33.00 3.1% 1.00

Positions 2017-2020

35.00

30.00

25.00

20.00

15.00

10.00

5.00

0.00

2017 Budget

City of Minneapolis — Operating Departments

2018 Budget

222

2019 Budget

2020 Council
Adopted

2020 Council Adopted Budget



HOME

CITY COUNCIL

Mission

The City Council maximizes access to municipal government, exercises oversight of City departments and
service delivery, and enables informed decision-making for community governance.

Organization Chart

City Council

Standing Committees Ward Offices

City Council General Fund: $5,548,000

The City Council is the legislative body of the City of Minneapolis, providing a direct link between residents
and the municipal government. The Council is composed of thirteen Members, each elected from separate
wards of approximately 32,000 residents. The Council works in partnership with the Mayor to provide for
the general health, safety, and welfare of the community. Without limiting the generality of the foregoing,
the Council has the power to:

1. Adopt, amend, and repeal public policies;
2. Levy and apportion taxes, make appropriations and adopt budgets; and
3. Oversee organizational performance and the delivery of municipal services.

Financial Analysis

Expenditure

The total City Council Department’s budget decreases from $5.32 million to $5.30 million from 2019 to 2020.
This is an decrease of $20,000, or 0.4%. Inflationary increases in operational costs in 2020 budget are
wholly offset by elimination of $24,000 one time budget allocation in 2019.

Revenue
This Department does not produce revenue.

Fund Allocation
This department is funded completely by the General Fund.
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City Council 2020 Change Item
Council Staff Salary Schedule Update

Program: City Council
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024
Revenue Sources
None | — — — — —
Expenditures
Personnel 250 250 250 250 250
IT — — — — —
Fleet — — — — —
Contractual Services — — — — —
Other — — — — —
Net Budgetary Impact
Expenditures - Revenues 250 250 250 250 250

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —| —| —] —| —

Proposal Details:
The Council approves $250,000 ongoing to support an update to the Council staff salary schedule.

Rationale/Background:

The roles, responsibilities, and expectations for aides in the thirteen ward offices have significantly
evolved over the past decade. Today, in addition to administrative support and constituent services, these
positions provide policy-level research and drafting support; project management and interdepartmental
coordination; communications, community outreach, and event planning functions, as a few examples.
Consequently, these positions need to be evaluated to ensure parity with similar positions, both in the
City enterprise as well as the regional marketplace.

Additionally, we know that continuous outreach to the community from multiple sources can foster
community distrust. It is important that the City considers the volume of input we request, how we ask for
it, and the mechanisms by which we report how we have used this input to inform decisions. The goal of
this process is to advance equitable engagement of diverse communities in City services, activities, and
programs, by leveraging the right tools for the job.

Description of the Change:

An evaluation of the junior aide position (office associate) in ward offices has not been completed since it
transitioned to a politically-appointed classification in approximately 2007 or 2008. The senior aide
position (CM assistant) has always been a politically-appointed classification and, thus, has never had a
classification analysis. Both positions have evolved over the years and assumed a variety of broader,
higher-level support functions beyond the scope of the original position descriptions. Similar positions in
the Mayor’s Office are paid at a significantly different (and higher) rate than aides working in ward offices,
and some high-level administrative support positions in the City’s classified service are also at much
higher levels than Council aides. As a matter of parity with such positions—both internal to the enterprise
and in comparable jurisdictions—an evaluation of both positions was requested. The Human Resources
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Department completed that scope of work in July 2019. Based on the findings of that evaluation, the City
Clerk developed three alternatives for consideration by the City Council to bring both aide positions into
better alignment with existing comparable positions in the City’s classified system as well as in
comparison with similar politically-appointed positions in the City of St. Paul. The Human Resources
Department is directed to implement updated salary ranges on the Politically Appointed Salary Schedule
effective January 1, 2020.

Equity Impact:
NA

Results:

This action provides parity for existing aides working in ward offices, and brings these politically-
appointed positions into better alignment with comparable positions, both internal and external to the City
enterprise. In doing so, it recognizes the evolution of these positions and ensures that current and future
employees are recognized for the full scope of work expected and performed.
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CITY COUNCIL
EXPENSE AND REVENUE INFORMATION

2019 2020 Council Percent
EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 2,836,993 3,006,479 3,194,000 3,366,000 5.4% 172,000
FRINGES 959,436 962,290 1,074,000 1,140,000 6.1% 66,000
CONTRACTUAL SERVICES 745,996 736,749 884,000 955,000 8.0% 71,000
OPERATING COSTS 281,210 253,326 165,000 86,000 -47.9% (79,000)
TOTAL GENERAL 4,823,635 4,958,844 5,317,000 5,547,000 4.3% 230,000
TOTAL EXPENSE 4,823,635 4,958,844 5,317,000 5,547,000 4.3% 230,000
CITY COUNCIL
EXPENSE AND REVENUE INFORMATION
Expense 2017 - 2020 Expense by Category
In Millions
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CITY COUNCIL
Staffing Information

Division 2017 2018 2019 2020 Council Percent Change
Budget Budget Budget Adopted Change g
CITY COUNCIL 39.00 39.00 39.00 39.00 0.0% 0.00
Overall 39.00 39.00 39.00 39.00 0.0% 0.00
Positions 2017-2020
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CITY COORDINATOR

Mission

The City Coordinator Department provides strategic, administrative and management services for the City,
including but not limited to planning, budgeting and fiscal management, program monitoring and evaluation,
personnel, data processing and purchasing. The City Coordinator is also charged with ensuring alignment
and coordination across the enterprise, facilitating strategic and business planning, and supervising the
Minneapolis Convention Center, federal programs, large city-wide events, and any other such activities as
the City Council may direct.
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Organization Chart
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EXPENSE AND REVENUE INFORMATION

HOME

2019 2020 Council Percent
EXPENSE 2017 Actual 2018 Actual Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 26,452,886 27,580,337 30,074,000 31,654,000 5.3% 1,580,000
FRINGES 9,230,604 9,561,615 10,783,000 11,408,000 5.8% 625,000
CONTRACTUAL SERVICES 13,976,393 14,537,459 17,726,000 21,489,000 21.2% 3,763,000
OPERATING COSTS 2,740,100 2,645,288 2,178,000 2,387,000 9.6% 209,000
CAPITAL EQUIPMENT 793,347 173,124 968,000 10,000 -99.0% (958,000)
TRANSFERS 1,500 1,500 — — 0.0% 0
TOTAL GENERAL 53,194,830 54,499,323 61,729,000 66,948,000 8.5% 5,219,000
INTERNAL SERVICE
SALARIES AND WAGES 15,405,695 16,564,000 16,933,000 17,671,000 4.4% 738,000
FRINGES 9,760,145 5,640,651 5,873,000 6,118,000 4.2% 245,000
CONTRACTUAL SERVICES 39,777,924 91,506,359 33,174,000 103,360,000 211.6% 70,186,000
OPERATING COSTS 6,666,630 6,949,733 4,064,000 4,328,000 6.5% 264,000
CAPITAL EQUIPMENT 264,518 885,005 5,056,000 5,050,000 -0.1% (6,000)
TOTAL INTERNAL SERVICE 71,874,912 121,545,748 65,100,000 136,527,000 109.7% 71,427,000
SPECIAL REVENUE
SALARIES AND WAGES 12,736,919 13,251,796 13,593,000 13,960,000 2.7% 367,000
FRINGES 4,422,364 4,738,709 5,686,000 5,934,000 4.4% 248,000
CONTRACTUAL SERVICES 33,297,300 37,331,029 36,790,000 39,189,000 6.5% 2,399,000
OPERATING COSTS 2,271,656 1,705,200 1,622,000 1,722,000 6.2% 100,000
CAPITAL EQUIPMENT 18,878,085 11,696,641 16,021,000 15,112,000 -5.7% (909,000)
TRANSFERS — 200,000 — — 0.0% 0
TOTAL SPECIAL REVENUE 71,606,324 68,923,375 73,712,000 75,917,000 3.0% 2,205,000
TOTAL EXPENSE 196,676,066 244,968,446 200,541,000 279,392,000 39.3% 78,851,000
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REVENUE 2017 Actual 2018 Actual A dof)‘::g 2020&‘;"‘0'::3 zf‘rac:;‘; Change
GENERAL
CHARGES FOR SALES 1,204 — 2,000 — -100.0% (2,000)
CHARGES FOR SERVICES 21,300 4,105 — 400,000 0.0% 400,000
CONTRIBUTIONS — 1,250 — — 0.0% 0
FRANCHISE FEES — 790,958 1,250,000 1,250,000 0.0% 0
LOCAL GRANTS & AIDS 5,000 — — — 0.0% 0
RENTS 36 — — — 0.0% 0
MISCELLANEOUS 37,225 44,479 — — 0.0% 0
TOTAL FOR GENERAL 64,765 840,792 1,252,000 1,650,000 31.8% 398,000
INTERNAL SERVICE
CHARGES FOR SALES 646,500 666,027 625,000 680,000 8.8% 55,000
CHARGES FOR SERVICES 47,203,579 114,867,103 40,360,000 117,600,000 191.4% 77,240,000
FINES AND FORFEITS 10,423 — — — 0.0% 0
MISCELLANEOUS 321,333 5,342 3,000 3,000 0.0% 0
OTHER (217,685) — — — 0.0% 0
RENTS 20,284,065 20,339,243 21,281,000 22,360,000 5.1% 1,079,000
USE OF FUND BALANCE — — 4,168,000 (2,640,000) -163.3% (6,808,000)
STATE GRANTS & AIDS 8,290 — — — 0.0% 0
TOTAL INTERNAL SERVICE 68,256,505 135,877,715 66,437,000 138,003,000 107.7% 71,566,000
SPECIAL REVENUE
CHARGES FOR SALES — 400 — — 0.0% 0
CHARGES FOR SERVICES 10,662,469 13,646,537 10,700,000 11,175,000 4.4% 475,000
CONTRIBUTIONS 911,224 2,385,105 375,000 375,000 0.0% 0
FEDERAL GOVERNMENT
GRANTS 1,802,810 959,771 1,880,000 1,880,000 0.0% 0
INTEREST REVENUE 79,481 4,774 15,000 — -100.0% (15,000)
LOCAL SALES TAXES — — 88,400,000 93,446,000 5.7% 5,046,000
MISCELLANEOUS 33,808 19,241 4,000,000 5,500,000 37.5% 1,500,000
RENTS 9,099,932 10,730,221 9,321,000 9,120,000 -2.2% (201,000)
REVENUES — — 650,000 65,000 -90.0% (585,000)
STATE GRANTS & AIDS 437,925 1,119,429 515,000 515,000 0.0% 0
TRANSFERS 6,489,016 6,684,016 6,883,000 8,470,000 23.1% 1,587,000
USE OF FUND BALANCE — — 7,739,000 2,555,000 -67.0% (5,184,000)
TOTAL SPECIAL REVENUE 29,516,665 35,549,494 130,478,000 133,101,000 2.0% 2,623,000
TOTAL REVENUE 97,837,935 172,268,001 198,167,000 272,754,000 37.6% 74,587,000
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EXPENSE AND REVENUE INFORMATION

Expense 2017 - 2020 Expense by Category
In Millions
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CITY COORDINATOR
Staffing Information

Division 2017 2018 2019 2020 Council  Percent Chande
Budget Budget Budget Adopted Change 9

311 30.00 30.00 30.00 30.00 0.0% 0.00

911 85.00 85.00 85.00 85.00 0.0% 0.00

City Coordinator Admin 26.00 31.00 34.00 46.00 35.3% 12.00

Communications 12.00 12.00 12.00 12.00 0.0% 0.00

Convention Center 173.30 173.30 173.30 173.30 0.0% 0.00

Emergency Management 8.50 8.50 8.50 8.50 0.0% 0.00

Finance & Property Services 255.50 258.50 263.50 265.50 0.8% 2.00

Human Resources 53.80 55.00 56.00 56.00 0.0% 0.00

Information Technology 96.00 92.00 92.00 93.00 1.1% 1.00

Intergovernmental Relations 8.00 8.00 8.00 8.00 0.0% 0.00

Neighborhood & Community Relations 17.00 18.00 18.00 18.00 0.0% 0.00

Total City Coordinator Depts. 765.10 771.30 780.30 795.30 1.9% 15.00

Positions 2017-2020
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Budget Budget Budget

* 2019 FTE counts may differ from 2019 adopted budget due to mid year adjustments, including funding and organizational changes.
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CITY COORDINATOR - ADMINISTRATION

Mission

The City Coordinator Department provides strategic, administrative and management services for the City,
including but not limited to planning, budgeting and fiscal management, program monitoring and evaluation,
personnel, data processing and purchasing. The City Coordinator is also charged with ensuring alignment
and coordination on awide variety of cross-departmental initiatives across the enterprise, facilitating strategic
and business planning, and supervising the Minneapolis Convention Center, federal programs, large city-
wide events, and any other such activities as the City Council may direct.

Organization Chart

Coordinator Department
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Administration and Partnerships General Fund: $2,284,000

This program encompasses oversight of the City’s Coordinator Departments, management of partnerships
duly approved by City Council, and oversight of Coordinator’s Office activities, including strategic initiatives
and strategic management. It also provides support and coordination of Citywide large events, as well as
coordination of large enterprise committees such as the Citywide Labor Management Committee; the
Facilities, Space and Asset Management Committee; and, the Permanent Review Committee.

City of Minneapolis — Operating Departments 234 2020 Council Adopted Budget



HOME

Strategic Initiatives General Fund: $5,246,000
Other Funds: $1,530,000

This program provides strategy building oversight and planning of City-wide initiatives that are deemed
critical to the business success of the enterprise and also meet stakeholder needs. It develops processes
that ensure appropriate prioritization; implementation; growth; development; and approvals for complex
initiatives in the City Coordinator’s office. Those initiatives include but are not limited to: Sustainability,
Race Equity, and Arts Culture and the Creative Economy, as well as complex cross departmental projects.

Strategic Management General Fund: $2,489,000

This program provides the management, administrative and operational direction for the City. It leads
planning and implementation of strategic and business specific goals and objectives and manages initiatives
that improve the delivery of City services and builds strategic management capacity throughout
enterprise. This includes the teams responsible for enterprise and department strategic planning, analysis,
reporting, innovation, policy research and analysis, continuous improvement and other City-wide
management functions.

Financial Analysis

Expenditure

The total City Coordinator Department’s budget increases from $11.4 million to $11.5 million from 2019 to
2020. This is anincrease of $140,000, or 1.2%. This increase is due to inflation in salary and fringe benefits
and new change items costs.

Revenue
Revenues are projected to decrease by 27.0% due to expiration of federal grants. The department’s total
revenues in 2020 are projected to be $1.5 million.

Fund Allocation
This department is funded primarily by the General Fund, with the remainder of the department’s funding
found in the Special Revenue grant funds.

Budget Change items
Detailed change items are presented on the following pages.
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City Coordinator 2020 Change Item
911/MPD Workgroup & MPD Efficiency Study

Program: Strategic Management
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024
Revenue Sources
None | — — — — —
Expenditures
Personnel — — — — —
IT — — — — —
Fleet — — — — —
Contractual Services 200 — — — —
Other — — — — —
Net Budgetary Impact
Expenditures - Revenues 200 — — — —

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —| —| —] —| —

Proposal Details:

The Council approved $200,000 in one-time General Fund resources to evaluate the efficiency of the tax
dollars invested in the Minneapolis Police Department, and further explore the recommendations from
the 911/MPD Workgroup — including but not limited to the reconfiguration of the priority system.

Rationale/Background:

A 911/MPD workgroup was formed in 2019 in response to a staff direction to explore whether there are
opportunities to expand the City’s ability to respond to 911 calls beyond the Minneapolis Police
Department. The staff direction further requested the workgroup to explore whether there were financial,
time, and/or personnel efficiencies to be gained in responding to 911 calls.

The workgroup provided a set of recommendations, including the need to assess the 911 priority coding
system as it has not been evaluated in approximately 12 years and continuity of the workgroup which
could include prototyping several opportunities for potential future testing and implementation. There
continues to be interest in quantifying efficiencies to be gained in police response to 911 calls more
generally and beyond the initial scope of the 911/MPD workgroup.

Description of the Change:

The City Coordinator’s Office shall work with Emergency Communications (911), the Police Department,
and other departments as necessary

1) Spend a portion of the $200,000 to contract for a reconfiguration of the priority coding system

2) Spend a portion of the $200,000 to prototype recommendations from the 911/MPD workgroup

3) Spend a portion of the $200,000 to contract for an efficiency study of the Police Department.
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Equity Impact:

The purpose of this project is to evaluate and ensure that the City is providing the right resources to the
right people at the right time for the best outcomes possible. This work supports the City’s ability to
provide equitable services across the City and reduce any disparities in current service delivery.

Results:

This work should result in:

* A priority coding system that uses other City non-MPD resources or allows alternative responses to
lower priority calls and certain call types.

* An improved understanding of Minneapolis Police Department’s current workload and capacity,
including but not limited to opportunities for optimization.

* Progress toward improved police capacity to handle increases in 911 calls, especially in areas that
consume police resources due to extended time spent on calls like a mental health response.
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City Coordinator 2020 Change Item
Rent Stabilization Study

Program: Strategic Initiatives
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024
Revenue Sources

None | = —] 1 ] =
Expenditures

Personnel — — — — _
IT — — — — —
Fleet — — — — _
Contractual Services 125 — — — —
Other — — — — _
Net Budgetary Impact

Expenditures - Revenues | 125 | —]| —] —] —

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —| —| —] —| —

Proposal Details:
The Council approves $125,000 to support a market analysis and economic impact analysis of potential
policies that cap annual rent increases.

Rationale/Background:

More than half of Minneapolis residents, 89,000 households, are renters. Renters range in income, age,
race and familial and disability status. Since 2000, rental housing costs have increased by 17%, while
renters’ income has increased by only 4% in the same amount of time. Renters are more likely to be low-
income than homeowners, and households of color are more likely to rent than white households. Renter
households are also more likely to be cost-burdened (paying more than 30% of income) by monthly
housing payments than are homeowners. This cost burden can lead to housing instability. Since 2015 the
vacancy rate in Minneapolis has been below 5 percent. The vacancy rate is even lower for apartment
units under $1000 per monthly rent. Renters are also more susceptible to market forces such as low
vacancy rates, which can further lead to housing instability.

Description of the Change:

Mechanisms of rent stabilization, such as annual rent increase caps have the potential to provide tenants
with rent stability and limited predictability in their future rents. This is particularly useful in cities which
will experience market fluctuations that lead to increase demand with potentially limited supply. It is also
believed that there is a direct correlation in decreasing rental “transiency” when future rents are
predictable and manageable, particularly with people who fall within moderate to low income categories.
Contrarily, there is also a belief that any rent stabilization method has the potential to increase
disinvestment in future development and decrease reinvestment in current housing stock because
access to future capital would be limited. It is also thought that stabilization methods over time harm
those whom they proports to help, which are low and moderate-income renters. This change item allows
the City to better understand our current rental market, including but not limited to: the age of the housing
stock; market development and reinvestment; geography and economy of the Clty’s renters and
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homeless populations. This foundation will then allow for an economic impact analysis of annual rent
increase caps if the City were to entertain such policies in the future (and how it would also impact the
City’s current applicable housing policies).

Equity Impact:

Moderate to no income earning individuals are the most affected by increased demand for rental housing
and rising rental prices. Of the more than 89,000 renter households in Minneapolis, nearly 50,000 earned
less than 60% of Area Median Income in 2016. Three out of four low income households (earning less
than 50% of Area Median Income) in Minneapolis are housing cost-burdened, paying more than 30% of
their income for rent. Renters are more likely to be low-income than homeowners, and households of
color are more likely to rent than white households. When we look at our City’s homeless population,
Native American and African Americans represent the majority of those suffering from homelessness,
although their percentage of the Minnesota’s population is below the maijority, particularly for Native
Americans.

Results:

The City will have more than a fundamental understanding of its current rental market, and potential
economic and policy impacts of potential future annual rent increase caps.
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City Coordinator 2020 Change Item

Promise Zone

Program: Strategic Initiatives
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024
Revenue Sources

Not Applicable | —| —| —] —| —
Expenditures

Personnel — — — — _
IT — — — — _
Fleet — — — — _
Contractual Services 50 — — — —
Other — — — — _
Net Budgetary Impact

Expenditures - Revenues | 50 | —]| —] —] —

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —| —| —] —| —

Proposal Details:
The Council approves $50,000 for contract work on Economic Development in the North Minneapolis
Promise Zone.

Rationale/Background:

This project will advance priorities of affordable housing and economic inclusion. North Minneapolis is an
area with significant disparities in all social indicators including economic development and employment.
These disparities are particularly stark for African Americans and other people of color. There are
numerous small area plans for the City as well as regionally (e.g. Hennepin County) but there has been
little success in finding the financing tools to redevelop vacant buildings and land in North Minneapolis.
Redevelopment is necessary to secure safe, affordable housing, attract and support small businesses,
and create living wage jobs for the North Minneapolis community. Currently, the Promise Zone has one
permanent staff and a group of AmeriCorps VISTAs, that due to their programing, turn over each year.
This funding provides needed support to further the Promise Zone’s stated goals.

Description of the Change:

Promise Zone is a four-year-old initiative. This would represent additional capacity to expand the Promise
Zone’s work on economic development specifically for North Minneapolis, including engagement with
property owners, real estate professionals, and other developers to secure projects and deals. This
includes housing, mixed-use and industrial real estate project origination; including project feasibility, pre-
development and looking for funding. Focus will be on redevelopment of North Minneapolis properties,
while incorporating the new zoning code related to Minneapolis 2040. Use a strategy of minimizing
displacement for local residents/businesses and increasing local ownership.

Equity Impact:

African Americans are the second fastest growing racial group in Minnesota. However, the
unemployment and underemployment rate for African Americans in Minneapolis is one of the largest in
the nation. There are 6,009 Black or African American-owned businesses, but there remains a 5 percent
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ownership group as compared to the whole population. Residents of North Minneapolis, specifically
African American and low-income people, will benefit from greater employment and housing opportunities
as well as the opportunity to develop real-estate for use in small business. By bringing more economic
activity to the Promise Zone, we will support job creation and small business development for
disadvantaged residents of North Minneapolis.

Results:

» Quantity: Number of projects for which financing was secured; amount of funding secured by
organizations serving the Promise Zone.

* Quality: Inclusion of community stakeholders in the planning process for these projects; considerations
of prevention of gentrification and displacement factored into proposed projects

* Result: Number of new businesses and job opportunities accessed and newly accessible by African
Americans, neighborhood residents, low-income individuals/families and/or other people of color

City of Minneapolis — Operating Departments 241 2020 Council Adopted Budget



HOME

City Coordinator 2020 Change Item
Transgender Equity

Program: Strategic Initiatives
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024
Revenue Sources

None | = = = = -
Expenditures

Personnel 90 a0 90 90 90
IT — — — — —
Fleet — — — — —
Contractual Services — — — — —
Other — — — — —
Net Budgetary Impact

Expenditures - Revenues | 90 | 90| 90 | 90 | 90

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | 1] 1] 1] 1] 1

Proposal Details:

The Council approves the increase to the City Coordinator’s Division of Race and Equity by one
“Transgender Equity” FTE to collaborate with staff, elected policy makers and the community to advance
equity for transgender and gender non-conforming staff and constituents.

Rationale/Background:

Since 2013, the City of Minneapolis has prioritized elevating the voices of members of transgender and
gender non-conforming communities in policy and practice through the Trans Equity Summit and
establishing the Trans Equity Council and Transgender Issues Work Group. Internal and external support
for this work has increased significantly necessitating ongoing funding for a staff position to coordinate
these efforts.

Description of the Change:

Historically, elements of this work have been addressed ad hoc by support staff and temporary, part-time
positions focused primarily on planning the annual Transgender Equity Summit. This change would
provide dedicated resources to enhance and advance the work the city has already begun in the trans-
equity space.

Equity Impact:
The individual in this role will focus on addressing the needs of Lesbian, Gay, Bisexual, Transgender,
Queer, and Gender Non-Conforming groups through the lens of racial equity.

Results:

The additional FTE will:

* Design, implement, and track the annual Trans Equity Summit and its impact

* Collaborate with staff and elected policymaker in the design and implementation of policy and practices
that advance racial and/or transgender equity
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* Ensure effective and meaningful engagement of Transgender Equity Council
* Ensure effective and meaningful engagement of Transgender Issues Work Group
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City Coordinator 2020 Change Item
Creative City Challenge

Program: Strategic Initiatives
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

None I —| —| —| —| —

Expenditures

Personnel — — — — —

T — — — — —

Fleet — — — — —

Contractual Services 100 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 100 | —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:

The Council Approves $100,000 in one-time general fund dollars to support the Creative City
Challenge which is an entry level project supporting emerging public artists to try a large commission
project for the first time, which allows them in turn to leverage the experience to build their businesses
and take on larger, more permanent projects. The Coordinator’s Office can support $20,000 of this
program.

Rationale/Background:

This work aligns with the Mayor’s economic inclusion priority by supporting emerging artists, 40 percent
of whom are artists of color, who would not normally receive commissions on larger projects because
they don’t have a portfolio or connections. The CCC helps artists build their portfolio and positions them
competitively for larger commissions they may not have been able to access. For example, last year’s
winner’s artwork was moved and re-installed in a St. Paul neighborhood. Each of these 5 artists have
gone on to receive other commissions and used the project as part of their portfolio. It is also a creative
platform, which can be connected to cultural districts, to make tangible the narratives and experiences of
Minneapolis communities who do not have access to influence downtown public spaces. Finally, it
showcases emerging creative sector talent to downtown audiences and tourists in public spaces.

Description of the Change:

The CCC is an existing program, established in 2013, that has evolved over time from a program
originally developed for the Minneapolis Convention Center Plaza to a program managed entirely by the
office of Art, Culture and the Creative Economy. The creative city challenge will highlight artists from
Cultural Districts along Central Avenue and along 38th Street. It can highlight artists from cultural districts
as well as the communities’ narratives, perspectives, and experiences. Commissioned artwork would be
placed in cultural districts along Central Avenue and 38th Street if related directly to the district's heritage
and narrative as an artistic cultural example of what is coming out of the cultural district communities.
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The proposal invests in:

1) acommission to create a temporary public artwork in the Commons, on 38th Street, or Central
Avenue;

2) onsite summer long free public programming; and,

3) a celebratory opening festival.

The proposal purchases a temporary public artwork, related programming, community engagement to
develop an annual artwork theme, artist recruitment, technical assistance, artwork documentation, project
management, summer long maintenance, artwork de-installation and an opening festival. This work is
executed through a service provider who also manages all subcontractors. The Commons, managed by
Green Minneapolis, is a key partner in the program and collaborates on all aspects of artist selection and
program implementation; it also provides in-kind services and technical assistance. This program to date
has operated with one-time resources; without ongoing support, it will close.

Equity Impact:

According to the Americans for the Arts, the average size of a public art budget is $100,000. Budgets of
this size frequently come with portfolio requirements for experience in managing large budgets, proposal
development, and project implementation. The CCC provides emerging public artists with valuable,
practical learning experiences designing and implementing a significant public artwork that can later be
applied to larger, more permanent projects. Featuring CCC in a high profile downtown public space also
provides artists with exposure and critical attention. CCC artists have gone on to build their careers after
receiving the commission. Since 2013 the CCC program has supported the work of 33 emerging public
artists through 7 commissions. 10 artists were female, 23 male, 13 were POCII and 20 white. From this
perspective, the CCC can be viewed as an economic inclusion initiative.

Finally, the content of the artwork changes annually and each year the theme is chosen through a
community-based programming council made up of diverse voices from the art world. This changing
content allows artists to annually showcase world views, identities and perspectives that are often
ignored or hidden for example, the theme for 2019 is We Are Here: Resilience, Renewal and
Regeneration.

Results:

The one-time dollars allow us to provide continued growth in the following metrics:
1. Demographic data on winning CCC artists:

Since 2013 CCC has served 33 emerging public artists through 7 commissions.

* 10 artists were female

« 23 were male,

* 13 were POCII

» 20 were white.

2. Data collected of opening festival (2018 data):

« Audience attendance numbers — 32,208

» Audience demographics — 77% white, 10% Asian, 8% Latinx, 5% Native American, 3% African
American, 3% African Immigrant, 2% Middle Eastern

* Website views for 2018 — 48,600

* Media impressions for 2018 — 260 million

Ongoing funding would allow us to build a stable foundation for this program. This would include:

» Seeking additional investment through private sector partners to work with additional arts service
providers showcasing CCC winners to a broader audience

* Create collaborations with public arts procurement agencies and connect our artists to area training to
further build skills and capacity for winning larger commissions
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City Coordinator 2020 Change Item

Enterprise Engagement

Program: Administration & Partnerships
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

None I —| —| —| —| —

Expenditures

Personnel — — — — —

T — — — — —

Fleet — — — — —

Contractual Services 50 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 50 | —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —| —| —| —| —

Proposal Details:

The Council approves $50,000 in one-time general fund dollars to advance equitable engagement by
leveraging the right communications tools to engage diverse communities. Projects and ideas are
submitted to the engagement design team, which provides a host of tools and resources to achieve the
intended engagements outcomes. These funds are used to ensure that residents are engaged on
important topics with culturally-appropriate communications.

Rationale/Background:

The City frequently engages community for input on a variety of topics. While we have many tools across
multiple departments to interface with community, departments are frequently left to their own devices to
determine the right engagement tools and resources. To address this, City leaders with engagement
knowledge and expertise were convened to assess department projects and make recommendations
about the right engagement tools and tactics needed to reach their intended outcomes. Additionally, we
know that continuous outreach to the community from multiple sources can foster community distrust. It
is important that the City considers the volume of input we request, how we ask for it, and the
mechanisms by which we report how we have used this input to inform decisions. The goal of this
process is to advance equitable engagement of diverse communities in City services, activities, and
programs, by leveraging the right tools for the job.

Description of the Change:

The Enterprise Engagement process represents a different approach to engagement by creating a one-
stop multi-disciplinary staff team that provides consultative services to the enterprise. Through this
process, a cross-functional team works with City's departments to create engagement and
communication strategies that adapt to their specific needs and desired outcomes rather than a “one-size
fits all” approach, and ensures strategies include cultural considerations as well as more creative
approaches to maximize engagement. The Enterprise Engagement team consists of 311, NCR,
Communications, the City Clerk’s office, Arts and Culture and Race & Equity. Funding will ensure
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enterprise consistency on messaging and engagement.

Equity Impact:

Ongoing funding will help the City realize its commitment to ensuring City programs, services and
information are provided equitably to all residents, businesses and visitors. This enhancement will
significantly move the dial on equity, and ensure the City runs more efficiently by leveraging cross-
departmental staff and expertise, and better align resources with outreach initiatives to ensure broader
and more effective communication with our diverse residents and businesses.

Examples of this work include:

* Leveraging Spanish-language radio to reach out Latino communities;

» Engaging in culturally specific dialogue sessions and facilitated dialogues between community
members and city staff;

* Engaging in cross-industry, cross-cultural listening sessions on important issues like municipal sick
leave policy;

* Partnering with community organizations to perform targeted outreach to specific cultural communities;
« Staff trainings to ensure a consistent, principled enterprise approach to engagement.

Results:

The projects that are funded through this effort vary greatly in their results metrics (reach, effectiveness
etc). As such, evaluating that projects are funded, the need, and the City’s ability to be responsive to
events throughout the year are an important way by which to know this funding is appropriately used.
Below is a list of examples how the funds have been used:

* Encampment outreach and communications

* Human Rights support for immigrants and refugees to Minneapolis: promote basic human needs of
people in poverty

* La Raza radio station: translation services to broadcast public messages in Spanish

* Minimum wage enforcement outreach: help businesses understand the rules and guidelines after the
first year of enforcement

* Facilitation of the opioid task-force

* 311 paid media
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City Coordinator 2020 Change Item
Partnerships

Program: Administration & Partnerships
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T — — — — —

Fleet — — — — —

Contractual Services 485 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 485 | —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024
Change in FTE Count | —]| —| —| —| —

Proposal Details:

The Council approves $485,000 one-time general fund dollars to fund partnerships across the enterprise
including $125,000 for Greater MSP, $75,000 for MPHA additional security, $80,000 for Kajoog 4H,
$25,000 for DID Homeless Response Storage Containers, $10,000 for Doors Open, $20,000 for Youth
Programming through the Loppet Foundation, $50,000 for Sabathani community center preservation, and
$100,000 for other partnerships.

Rationale/Background:

The Coordinator’s Office has been responsible for the oversight of various enterprise partnerships and
ensures that all contracts and agreements comply with appropriate city provisions. Such contracts vary
from year to year. This request will provide continuous funding for those Citywide partnership agreements
that have been duly authorized and approved by City Council.

Description of the Change:

Over the past several years the City Coordinator’s Office has received one-time funding for partnerships.
We are asking that partnerships continue to be funded in 2020. This funding will allow the City to
continue contracting with partnership organizations such as Midtown Community Works, Cedar Riverside
Opportunity Center, Government Alliance on Race and Equity (GARE), Minnesota Historical Society/St.
Anthony Falls Heritage Board, and others. These partnerships support the City in advancing its goals by
supporting economic growth, job creation, investing in green space and the natural environment,
providing a hub for youth and adults to access education and employment opportunities, promoting
interpretation and preservation of the historic Minneapolis central riverfront, and more.

Equity Impact:

The City benefits positively regarding equity through its partnerships with organizations like Government
Alliance on Race and Equity (GARE), Cedar Riverside, Midtown Community Works, and others. Specific
examples include:
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GARE is a national network of government working to achieve racial equity and advance opportunities for
all. GARE uses a three-prong approach:

1) Managing a membership network of jurisdictions that have made a commitment to advance racial
equity.

2) Building pathways for new jurisdictions to begin doing racial equity work.

3) Expanding and strengthening local and regional collaborations.

Cedar Riverside is focused on youth and jobs in the Cedar Riverside neighborhood. It offers a
community-based workforce training center that has demonstrated success in effectively serving low-
income adults, dislocated workers, and youth, in achieving employment-related outcomes, including job
placement and job retention support. They also provide recreational development and safety
programming for youth. Midtown Community Works brings together a range of partners to develop and
support the Midtown Greenway and to plan for and leverage economic growth in the area, including the
Lake Street corridor. In 2018 focus was placed on the design and implementation of a culturally informed
wayfinding system for the Greenway and surrounding areas.

Results:

These contracts help keep the City connected to major community and infrastructure initiatives, ensuring
the City’s interests are represented, and that projects are connected to the community we serve. For
example, through the partnership with Greater MSP, Minneapolis benefits from participating with other
regional partners, both public and private sector, in the shared goal of a healthy, equitable, growing
region; and we gain access to the research and recruiting and policy efforts which Greater MSP leads.
This includes:

* Partnering with the City on supplier diversity work by incorporating best practices and coding vendors
» Partnering on cultural districts, bringing best practices around community ownership, resources and
opportunities.

» Convening and partnering in our workforce efforts through the Greater Metropolitan Workforce Council.
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City Coordinator 2020 Change Item
Senior Advisor to the City on Exploitation and Human Trafficking

Program: Strategic Initiatives
Fund: General Fund

Overall Impact ($000s) 2020 2021 2022 2023 2024

Revenue Sources

Nore I I I R E—

Expenditures

Personnel — — — —_ —_

T — — — — —

Fleet — — — — —

Contractual Services 52 — — — _

Other — — — — —

Net Budgetary Impact

Expenditures - Revenues | 52 | —| —| —] —

Personnel Impacts 2020 2021 2022 2023 2024

Change in FTE Count | —]| —| —| —| —

Proposal Details:

The Council approves $52,000 in one-time General Fund dollars to sustain the anti-human trafficking
work of the city beyond the ending of the Pathways to Freedom grant in June 2020. These funds would
cover the second half of 2020 so the City can decide for the 2021 budget if and how this work should
continue. The department will contribute $20,000 to support this work.

Rationale/Background:

The proposal is intended to impact the mayoral priority of public safety. Exploitation and human
trafficking, including labor trafficking, continues to be a major problem in Minneapolis. Particularly
because we see human trafficking issues in North Minneapolis and Lake Street, potential areas for
cultural district areas. We are working to secure a grant from the state in order to support this work.

Description of the Change:

This change adds funding to sustain the existing Human Trafficking position, which is currently grant
funded by Pathways to Freedom through July of 2020. The FTE currently coordinates the City’s internal
work, advises departments on policies and best pra