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Minneapolis
City of Lakes

December 2015

LETTER OF TRANSMITTAL
Dear Residents of the City of Minneapolis:

Transmitted, herewith, please find the Fiscal Year 2016 Budget for the City of Minneapolis
for the period beginning January 1, 2016 and ending December 31, 2016. The annual
budget is a policy document which sets the financial course for the City of Minneapolis
and defines the service priorities for the community. Adopting and monitoring the budget
is a key role of the Mayor and City Council. The budget process affords the Mayor and
City Council the opportunity to balance the needs of the City against available resources.
The 2016 Adopted Budget is $1.34 billion, excluding transfers, and is funded, in part, with
a property tax levy that reflects a total increase of 3.4% in the City's tax levy from 2015.

The various sections of this budget document provide detailed information about the City
and its finances. The Introduction section of the document includes the City’s Budget in
Brief and an explanation of how to use the remainder of the document. The Financial
Overview section of this document provides details on the City’s continued fiscal
discipline and financial planning efforts. The City's Strategic Planning efforts and
governing Financial Policies follow in their respective sections. The City’s financial future
as depicted by the Five-Year Financial Direction and five-year capital infrastructure and
equipment programs can be found in the subsequent Financial Plans and Capital
Program sections. The Operating Departments section provides detailed information for
each department, including the department's mission, business lines, performance
measurements, revenue and expenses, and staffing. Information regarding the City’s
Independent Boards and Commissions, which adopt their own budgets, is contained in
the Independent Boards section. Near the end of the document are Financial Schedules

that represent the legally adopted appropriations, revenue estimates, project allocations,
fees, and charges.

Priorities and Issues

The City’s departments continue to prioritize their work based upon the Values and Goals
that were adopted by the Mayor and City Council in March, 2014. These goals are: Living
Well; One Minneapolis; A Hub of Economic Activity and Innovation; Great Places; and A
City That Works. In their requests for continued and additional funding, departments are
required to align each budget allocation request to a specific City Goal. The 2016
Adopted Budget builds upon the City’s goals by focusing on efforts to provide significant
investments in equity, public safety and infrastructure and economic development, all
while aligning costs with appropriate funding streams. The budget prioritizes public safety
by providing sufficient funding for additional sworn police officers, civilian support staff,
and a class of cadets, while focusing on increasing the diversity of the City's police force.
It also provides funding for the implementation of police body cameras, and funding to
connect youth and students of diverse backgrounds to work in the EMT and firefighter
fields. In support of equity, the budget provides resources for programs that support youth
and racial diversity initiatives across all departments. The budget also continues to lay the
foundation for a continued wave of development including redesigning of Nicollet Mall,
rehabilitation of the 10" Ave Bridge, redevelopment of Upper Harbor Terminal, and other
growth opportunities in the City. To transform Minneapolis into a leading city of 21*



century, the budget also ensures funding for affordable housing, upgrading streetlights to
LED technology, and initiatives to overcome climate change challenges.

The 2016 Adopted Budget is structurally balanced; however, balancing the budget over
five years continues to be a challenge with significant financial pressures such as rising
service demands and an on-going desire for reducing growth in property taxes. This
budget reflects a continued willingness to make difficult decisions in both the short and
long-term to address the City's financial challenges. Foreseeable attrition and retirement in
the police force and the fire department is an issue that this budget continues to tackle by

providing sufficient funding to maintain staffing levels in those departments, with both one-
time and ongoing resources.

Short Term Financial Challenges

The City's short term financial challenges for 2016 are manageable due to the presence
of longer-term financial planning and the broader economic strength of the City and
region. Short term challenges related to capital needs have been mitigated by the City’s
Capital Asset Request System (CARS) - a tool that enables department to plan for aging
equipment and facility upgrades. Funds are also available to provide for property tax
relief due to prior year's fiscal restraint and growth in the local economy resulting in
increased non-property tax revenues.

Long-Term Financial and Results Planning

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

growth in the community, as well as aging office facilities and scattered administrative
workforce.

We are pleased to present the 2016 Adopted Budget to the residents of the City of
Minneapolis.

Sincerely,

Duidin W0,

etsy Hodgés Barbara Johfison John Quincy
Mayor Council President Chair, Ways & Means



Dear Minneapolis residents,

Every four years the City engages in strategic
planning to determine citywide goals and
strategic directions. In March 2014, the mayor
and the City Council adopted five citywide
goals. These goals guide the elected officials
during the budget process as they decide how
to allocate the City’s resources. While elected
officials may further refine the City’s direction,
the 2016 Budget was prepared with the
following goals as guidance.

Minneapolis is safe and livable and has an active
and connected way of life.

Disparities are eliminated so all Minneapolis
residents can participate and prosper.

Businesses — big and small — start, move, stay
and grow here.

Natural and built spaces work together and our
environment is protected.

City government runs well and connects to the
community it serves.

These goals can be found in more detail on the
City's website at

www.minneapolismn.gov/citygoals.

If you have questions about any of the material
presented in the Budget in Brief, please call 311
from any landline or cell phone within Minneapolis
city limits, or 612-673-3000 outside the city limits.
For online information about Minneapolis program
performance and progress, go to

www.minneapolismn.gov/results.

Minneapolis by the numbers

- Population: 407,207*

- Residential housing units: 178,287*

- Residential neighborhoods: 84

- Homeownership rate: 49.2%

- Per capita personal income: $35,652**
- Median household income: $69,111**

- Accredited colleges and universities: 21

- Unemployment rate: 3.5%

- Median age: 33.7 years*

- Land area: 53.97 square miles
*Source : U.S. Census Bureau 2014, http://quickfacts.
census.gov/qfd/states/27/2743000.html

**Source : Department of Numbers, http://www.
deptofnumbers.com/income/minnesota/

minneapolis/

2016 City of Minneapolis Budget in Brief

The 2016 City Council Adopted Budget:

* Is $1.34 billion, a 3.0 percent (or $38.7 million) increase from the 2015
Adopted Budget of $1.30 billion.

* Includes a 3.4 percent increase in the City share of the property tax levy.
* Includes $14.5 million investments in affordable housing.

° Maintains current service levels from 2015, including inflationary and
mandated cost increases.

* Bolsters public safety by raising the number of police officers to 862 while
funding a recruit class, ongoing community service officer classes, and
accelerated training for Minneapolis Police officers in implicit bias,
procedural justice and crisis intervention.

* Provides funding for the Minneapolis Fire Department to implement
innovative new programs to get youths and high school students of
diverse backgrounds into pipelines for the emergency medical technician,
emergency medical services, firefighter and community outreach fields.

* Provides initiatives to overcome global climate change challenges.
* Provides resources to support racial diversity initiatives.

* Provides for additional staffing to accommodate the increased workloads
due to growth in construction activities in Minneapolis.

Budget process

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

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

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

« City Council received budget and referred to the City Council’'s Ways & Means
Committee and Budget Subcommittee.

« City departments and boards presented their budgets to the Ways & Means
Committee and Budget Subcommittee.

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

November - Public hearings held.

* Property tax notices mailed to property owners, stating the amount of
property tax to be paid in 2016 for all jurisdictions, including the City,
and dates for public input.

« First public hearing held.

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



How the city is funded

Total revenue budget - sources of funds
2016 Council Adopted Budget: $1.3 billion

Local Government Aid 6o Other state government 3%

Special assessments 3%

Sales and other user taxes 6% Charges for services/sales 39%

Taxincrement financing 4% /

Property taxes 22%

Other misc. revenues 3%
Useof fund balance 3% — |
Long term liabilities proceeds 4%

\\ Federal government 2%
Fines and forfeits 1%

Franchise fees 2%
License and permits 3%

STATE FUNDING

The City receives funding from the State of Minnesota largely
in the form of Local Government Aid, or LGA. The State uses

a formula to distribute LGA funds to cities throughout
Minnesota. For 2016, Minneapolis was appropriated $77.8
million, an increase of $0.4 million from 2015. The graph below
shows certified and actual levels of LGA funding the City of
Minneapolis has been receiving since 2004, as well as projected
levels for 2016 based on current law.

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

Charges for services and sales revenue

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

Property tax

Property taxes comprise approximately 22 percent of overall
revenue for the City. Your total property tax dollars are split
among several different governmental jurisdictions. The three
jurisdictions that receive the greatest proportion of your
property taxes are the City of Minneapolis, Hennepin County,
and Special School District No. 1 (Minneapolis Public Schools).
The City typically receives about 42 percent of the revenue from
the overall total property tax payments made by City taxpayers.
Hennepin County receives about 28 percent, and the School
District about 27 percent. The other 3 percent of property tax
revenue is split between Metro Mosquito Control, Metropolitan
Council, Metro Transit, Hennepin County Regional Railroad
Authority, Regional Sewer System, Regional Parks & Museums,
Hennepin County Watershed Management, and Hennepin
County Public Housing. The City of Minneapolis is only
responsible for the City portion of the taxes paid.

2016 Property tax breakdown

Other taxing districts 3%

ictri 0
School district 27% City of Minneapolis 42%

Hennepin County 28%

2016 ADOPTED BUDGET PROPERTY TAX BREAKDOWN
(City portion only)

The City’s 2016 Adopted Budget includes $298 million in funding
from property taxes, which are used to support many of the City’s
functions. Under the 2016 Adopted Budget, a Minneapolis home
with an estimated value of $183,750 will pay about $2,357 in
total property taxes for all jurisdictions as listed above, with
approximately $991 going to the City. See where that $991 in
City property taxes goes on the following table:

City property tax breakdown for home valued at $183,750

I9u4901

WASHINGTO)

Debtand Fire Public ~Libraries
other 10% Works 3%
long-term 6%

liabilities 10%

Police General Capital
23% 18% govt’  anddebt
services 18%  service13%



Expenditures

Total expense budget - use of funds
2016 Council Adopted Budget: $1.3 billion

Other independent boards*™**1% attorey 1%

Minneapolis Park and Recreation Board 8% Coordinator* 9%

\

Capital improvement 10% \ CPED 6%

Minneapolis
Convention Center 4%

Fire 5%
Health 2%

Debt service 9%

Police 12%
Other City services** 6%

Requlatory Services 2%

Public Works 25%

*Includes 311, 911, Communications, Emergency Preparedness, Finance and Property Services, Human
Resources, Intergovernmental Relations, IT, and Neighborhood and Community Relations.
** Includes City Assessor, benefits, City Clerk/Elections/Council, Civil Rights, contingency, Internal Audit,
liability, Mayor’s Office, pensions, and worker’s compensation.
*** Includes Board of Estimate and Taxation, the City’s contribution to the Municipal Building Commission
and Library Board

The City’s departments
POLICE AND FIRE

The Police Department and Fire Department comprise 17
percent ($220 million) of the City’s overall budget. The City’s
2016 Adopted Budget provides funding for 862 sworn police
personnel in five different precincts and 406 sworn fire
personnel at 19 stations as well as resources to maintain
these levels during times of high turnover.

COMMUNITY PLANNING AND ECONOMIC DEVELOPMENT

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

codes to ensure the safety, health, and livability of our commu-

nity.
PUBLIC WORKS

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

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

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

The City’s funds

Revenue collected by the City is directed into different funds.
These funds help manage City spending by directing the reve-

nue dedicated to specific activities or objectives to a group of
related accounts. By maintaining separate funds, the City is able
to comply with laws that require certain money to be spent for
specific purposes. For example, the City may not raise water bills
to pay for police services. About $853 million or 64 percent of
the City’'s revenue is dedicated for a specific use and is directed
to a corresponding fund. Revenue that isn't earmarked for a
specific purpose is directed to the General Fund, which pays

for the general operations of the City, including police and fire
services, street repairs, and regulatory functions.

GENERAL FUND

Because the revenue in the General Fund is not earmarked for
any specific purposes, the City has the most discretion in the use
of General Fund dollars. This fund comprises about 36 percent of
the citywide budget. Its two major sources of funding are local
property taxes and Local Government Aid (LGA) from the State.
These two sources reflect about 49 percent of the General Fund
budget of $488 million. The remainder of the General Fund revenue
is from a variety of sources, including sales and other user taxes,
charges for services/sales, and licenses and permits. The following
chart shows a more detailed look at the General Fund:

General fund expense budget - expenditure by service
2016 Council Adopted Budget: $488million (includes transfers to other funds)

Transfers 14% Other charter departments™ 13%

CPED 7%
Public Works 12%

Fire 13%

Police 31%
City Coordinator** 10%

* Other Charter Departments: Assessor, Attorney, Civil Rights, Contingency, Council/Clerk/Elections, Health,
Internal Audit, Library Board, Mayor’s Office, and Regulatory Services.

** (ity Coordinator: 311,911, Communications, Emergency Management, Finance and Property Services,

Intergovernmental Relations, IT, Neighborhood and Community Relations.

General fund revenue budget - source of funds

2016 Council Adopted Budget: $488 million (includes transfers from other funds)

Use of fund balance 5%

Charges for services/sales 10%

Property taxes 33%
State government/
LGA 16%

Other misc. revenues 6%

License and permits 9% Sales and other user taxes 15%

Franchise fees 6%



Capital plan

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

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

The 2016 budget includes the first year of the 2016-2020 five-
year capital plan, with funding of $134.8 million appropriated for
the first year. The five-year total for the capital budget is $668.9
million, with 86.9 percent associated with Public Works projects.
The three largest capital expenditure categories include: street
paving, water infrastructure, and storm sewers. Capital projects
tend to be costly; therefore, the City often issues bonds (debt)
to finance these projects. The City uses resources received from
bond sales to pay for capital projects, and repays investors over
time at tax-exempt interest rates using annual revenues as
noted below. This process is similar to a homeowner utilizing a
home improvement loan to complete a major home repair project.

Water*
Combined utility bill

Monthly and annual cost
for average customer

Sanitary sewer

Stormwater

Solid waste/recycling**

Total

DEBT SERVICE AND BONDS

The City’s total general obligation debt outstanding as of Dec.
31,2015, is $643 million. General obligation bonds are backed
by the full faith and taxing authority of the City. Approximately
16 percent of this debt is funded with future property tax
payments, 33 percent is paid for by fees collected for sewer,
water and parking services and the balance is supported by
sales taxes, tax increment, special assessments and other user
fees. Each year, the City pays between $100 and $120 million in
principal and interest on its general obligation bonds.

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

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

Utility rates

For 2016, the City Council Adopted utility rates for water and
sanitary sewer fees which include both a variable rate component
based on the size of the water meter servicing the property.
Stormwater fees will not increase in 2016. Solid waste rates are
increasing due primarily to the implementation of organics
recycling. The table below provides a summary of the anticipated
change in an average residential customer’s utility bill from 2015
to 2016.

2016 monthly 2016 annual 2016 monthly 2016%
2015 average* average $ change change
$26.59 $27.65 $ 332 $1.06 4.0%
$23.06 $24.64 $ 2% $1.58 6.9%
$11.94 $11.94 $ 143 $0.00 0.0%
$26.60 $27.89 $ 335 $1.29 4.8%
$88.19 $92.12 $1,106 $3.93 4.5%

*The average household rate for water is based on seven units of consumption at $3.45 per unit plus a $3.50 fixed charge. Sanitary rates are based on six
units of water consumption at $3.39 per unit plus a fixed charge of $4.30. Stormwater rates are based on one equivalent stormwater unit of 1,530 square

feet on impervious surface.

**The solid waste rate is based on a $22.89 monthly charge with a large recycling cart fee of $5. Customers can substitute a small cart with a $2 fee.
The large increase in the monthly charge is due to incorporating organics recycling.

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

results/index.htm

Minneapolg

City of Lakes

For online information about Minneapolis program performance and progress, go to www.minneapolismn.gov/

For reasonable accommodations or alternative formats please contact Finance and Property Services, LaTonia Green

at 612-673-3205 or latonia.green@minneapolismn.gov.

People who are deaf or hard of hearing can use a relay service to call 311 at 612-673-3000.

TTY users can call 612-673-2157 or 612-673-2626.

Para asistencia 612-673-2700, Rau kev pab 612-673-2800, Hadii aad Caawimaad u baahantahay 612-673-3500.
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How to Use This Document

The budget book contains some of the best sources of information on governmental activities as well as
key financial information for policy makers and managers. The highlights below will guide the reader
through the various sections of the 2016 budget document.

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

Introduction and This section contains a community profile of the City of Minneapolis,

Background Information including an overview of the City’s history, economy, population, and
attractions. 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 bird’'s — eye view of the relationship between fund types, revenue
sources, expenditures and departments/boards.

Financial Overview 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 enterprise level challenges.

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

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

Financial Plans 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.

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

City of Minneapolis - Introduction & Background Information 11 2016 Council Adopted Budget
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Operating Departments  This section provides the most detail on a department-by-department
basis, including departments’ financial summaries. These summaries
include expenditures by program, type (i.e. salaries, benefits, contractual
services and operating expenses) and fund; the department’s revenue
estimates; and positions.

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

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

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

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

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

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

Resolution The Council-Adopted Budget Resolution that outlines Council action on
the Mayor's Recommended Budget is included for reference.

City of Minneapolis - Introduction & Background Information 12 2016 Council Adopted Budget
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Interim Director of Regulatory Services

Police Chief

Public Works Director/City Engineer

Independent Boards/Agencies

Public Housing Authority Executive Director

Minneapolis Park and Recreation Superintendent
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City of Minneapolis
2016 Budget

Budget Principles

1. Secure the City's long-term financial health.

¢ Plan budgets based on ten-year outlook.
+ Balance budgets across all funds.

. Live within our means.

+ Adopt a revenue and debt policy before making spending decisions.
+ Adopt consistent budget policies across all City government units including
independent boards.

. Challenge assumptions — nothing is off the table.

¢ Development agency resources are City resources.

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

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

. Provide choices and competition.

+ Departments will provide business plans that include feasible budget options to
policymakers.

+ Elected officials will make strategic resource decisions, not across-the-board cuts.

+ Individual projects in a particular area must not be considered for funding
independently of other projects.

. Build in collaborative and transparent decision-making.

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

. Protect core service delivery by avoiding duplication — both internal and external.
+ Between different City departments and agencies,

+ With the county, state, independent boards, or other levels of government,

+ With non-profits or the private sector and

+ Consolidation or realignment of critical functions is an option.

. Demand accountability.

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

¢ Department heads must manage to budget.
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Background Information

Community Profile

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

History

In the 1820s, soldiers from Fort Snelling constructed a sawmill at
the confluence of the Minnesota and Mississippi rivers and a flour
mill at St. Anthony Falls. By the 1850s, the village of St. Anthony
had been established on the east bank of the Mississippi and the
village of Minneapolis on the west bank. The two towns were soon
linked by a suspension bridge. Minneapolis' first volunteer fire
company was organized in 1862, and the community was
incorporated as a city in 1867. In 1872, Minneapolis and St.
Anthony were united to form one city.

Location

Minneapolis is the largest city in Minnesota and the center of finance,
industry, trade and transportation for the Upper Midwest. At 44.58
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 t ‘ﬁ'
fall weather. Summer is comfortable because lakes and trees

serve as natural air conditioners.

Population

- - ; According to 2014 census data?, Minneapolis is home to an

Population of Minneapolis from 1990 to 2014 .
450000 estimated 407,000 people. Males and females each make
o000 up approximately 50 percent of the population. Children
_ 30000 and youths under 18 and seniors aged 65 and above make
g oo up 20 percent and 8 percent of the population respectively.
£ 230000 African-Americans comprise 19 percent of the population,
o000 and Hispanics make up 11 percent of the population.
7o 1o 1ome 19 20m 20 20w w0 202 0| PEOPlE Of American Indian and Alaska Native descent
h comprise 2 percent of the population, and people of Asian

! Source: Minnesota DNR, www.dnr.state.mn.us/fag/mnfacts/climate.html
2 Source : U.S. Census Bureau 2014, http://quickfacts.census.gov/afd/states/27/2743000.html
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ethnicity make up 6 percent of the population. People of another race and those of two or more

races make up 4 percent of the population®.

Economy

In the early years, Minneapolis’ economy was based on a
booming lumber industry and the processing of
Minnesota grain with the tremendous power-generating
capabilities of St. Anthony Falls. Large flour mills along
the river evolved into the international corporations of
Pillsbury, Washburn Crosby (General Mills) and Cargill.
In 2015, the largest Fortune 500 companies
headquartered in the metro area are as follows*

Fortune 500 [ Revenues
Company Name Ranking | § billions
United Health Group 14 130.5
Target Corporation 36 2.6
Best Buy 72 41.9
Supervalue 164 17.8
CHS 69 427
3M 98 31.8
US Bancorp 138 214
General Mills 171 17.6
Land O Lakes 203 15.0

As of the third quarter of 2012, the city’s largest employment sectors were health care and
social assistance (17 percent), professional and technical assistance (10 percent), educational
service (9.6 percent), finance and insurance (9.5 percent), and accommodation and food
service (8 percent). The fastest growing employment sectors from the first quarter of 2011 to the

first quarter of 2012 were real estate and rental and
leasing, administrative and waste services, and
accommodation and food services®. With 21 accredited
colleges and universities in the Minneapolis-Saint Paul
area and four ABA-accredited law schools, the city’s highly
educated workforce continues to be a driving force of a
strong economy. The University of Minnesota’s highly
acclaimed medical school and the City’s seven hospitals
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 in Minneapolis

8.0%

7.5% -

7.0% -

6.5%

6.0%

5.5% -

5.0% -

4.5%

4.0%

3.5% T T

2008 2009 2010 2011 2012 2013 2014 2015
Year =—4#—Unemployment rate

3 Source: U.S. Census Bureau 2012 estimates, http://quickfacts.census.gov/afd/states/27/2743000.html

4 Source: MN Department of Employment & Development, http://mn.gov/deed/business/locating-minnesota/companies-

employers/fortune500.jsp
Source: “Minneapolis Trends” available at,

http://www.minneapolismn.gov/www/groups/public/@cped/documents/webcontent/wcms1p-100744.pdf

6 Source: MN Department of Employment & Development, https://apps.deed.state.mn.us/Imi/laus/CurrentStats.aspx
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Neighborhoods

Minneapolis has 81 residential neighborhoods offering
177,309 residential housing units’. The city is well known
for its concerned and 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 and preserve housing
stock in the face of foreclosures.

Downtown

Minneapolis downtown is home to many corporate
headquarters and hotels. Hennepin Avenue has a
concentration of theaters and entertainment. Nicollet Mall is
~ the center of downtown. The area has a concentration of
B retail and office buildings along the street. 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 second only to New York City in per capita
attendance at theater and arts events. Minneapolis has more
than 30 theaters. The Guthrie Theater and the Children's
Theatre Company are recognized as two of the country's best. ©
In June of 2006, the Guthrie Theater celebrated the opening of L&
its $125 million theater on the banks of the Mississippi River on
the northeastern edge of downtown. The City also boasts two
world-class art museums, the Minneapolis Institute of Art and
the Walker Art Center, and is home to the internationally
acclaimed Minnesota Orchestra. Neighborhood arts activities
including festivals, galleries and events play a growing role in
resident art participation.

Education

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

connects txgngsgg:fast Bank the College of Saint Catherine and Capella University.

! Source: Minneapolis Assessor, January 2013
8 Source: http://www.ci.minneapolis.mn.us/neighborhoods/downtownwest/index.htm
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Sports and outdoor recreation
Many major league teams call Minnesota home. Fans
can watch Major League Baseball's Minnesota Twins in
action at Target Field, located in the Warehouse District
o W1 i of downtown Minneapolis. The new Vikings stadium will
Tins ® . have a sitting capacity of 65,000 football fans
ALL STAR . . W%y (expandable to 73,000). The Minnesota Timberwolves of
S ¢ 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. Minneapolis has the capacity to host
large events at the City’s convention center.

GAME j

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.

Nationally recognized

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

2015 Ranked eighth best school system in America — Wallet Hub

2015 Minneapolis/Saint Paul ranked second greenest city — Travel & Leisure Magazine
2015 Minneapolis healthiest city in America — Livability

2015 Minneapolis ranked 10" best job market in America — Zip Recruiter

2015 Minneapolis metro area ranked in top areas to find a job — Fortune Magazine

2015 Minneapolis/Saint Paul named one of top metro areas for business — MarketWatch
2015 One of world’s top biking cities — Travel + Leisure

2015 Third best bike city — Bicycling Magazine

2015 Sixth smartest city in America — The Daily Beast

2015 In top 20 best cities for singles — Forbes Magazine

2015 Second best city in America for working mothers — Forbes Magazine

2015 Minneapolis-Saint Paul ranks in top 25 areas in the nation for energy-efficient buildings
— Environmental Protection Agency

2015 Minneapolis-Saint Paul area ranked top in the nation for volunteering — National &
Community Service

2014 Minneapolis named the nation’s seventh fittest city — Men’s Fitness

= & FFEFEFEFEEEFREEEERE
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2014 Ranked among top five dog friendliest cities in the country — Dog Fancy magazine
2014 No. 4 city for eating smart, being fit and living well — Cooking Light

2014 Third most literate city — Central Connecticut State University

2014 No. 3 city to have a baby — Fit Pregnhancy

2014 Fourth cleanest city in the country — Travel + Leisure

2014 Third on America’s best cities list — Outside Magazine

2014, 2013, 2012 No. 1 National Night Out city (greater than 250,000 population) — National
Association of Town Watch

2013 Healthiest city in U.S. — Forbes Magazine

2013 Third best city to find jobs — US News

2013 Gold award for “Bike Friendly Business” — League of American Bicyclists

2011 Best city in the country for workers to find employment — Forbes Magazine

2011 Best place to live in a big city designed for getting outside — Men’s Journal

2010 Cleanest city in America — Travel and Leisure Magazine

2010 Third best market for young professionals — Forbes Magazine

2010 Minneapolis one of the “Best Places to Live in 2010” — Men’s Journal

L S S S S

Ll ok SR S R

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

Discretely presented component units

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

¢ Minneapolis Park and Recreation Board. The Minneapolis Park and Recreation
Board was established according to Chapter 16 of the City Charter. The nine-member
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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 MFSA 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.

¢ Minneapolis Telecommunications Network. The Minneapolis Telecommunications
Network (MTN) is a non-profit corporation organized by the City in 1983 under
Minnesota Statutes, Chapter 317. Minneapolis Telecommunications Network provides
public access media programming to residents of the City as well as providing media
production training. Support for 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
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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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City of Minneapolis
2016 Budget
Chronology of Financial Decision Making and Fiscal Sustainability

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

Mid-late 1990’s Internal Service Funds deficits begin; Federal COPS grant funds police

expansion.

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

1998-2000 Positive stock market returns leads to a reduction in the City’s levy requirement

for police and fire relief.

2000 Library referendum passes; Mayor and Council agree to enhanced capital
funding for the Minneapolis Parks and Recreation Board (MPRB) at a level
higher than funding for City projects.

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

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

2003 Adoption of Five-Year Financial Direction and Commitment to Business
Planning; 2% Wage Policy; Local Government Aid (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

2004 Departments bring forward first five-year business plans

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

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

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

2009 Governor unallots State aid—Minneapolis loses $8.6 million in 2009; $21.3
million in 2010
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2010 Minneapolis’ revised LGA cut is $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 Aal 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.
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City of Minneapolis
2016 Budget
Background Information

Fund Descriptions

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

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

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.

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

Grants — Federal. This fund is used to account for all federal grants, except for the

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

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

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

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

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. The Self-Insurance fund is used to
account for park employees’ medical, dental, and life insurance benefit programs and
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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.

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.
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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.

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

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

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

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

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

Expenditures and Departments/Boards

General Special Internal Enterprise
Fund Revenue Service Funds Funds
Funds
Major Funds Convention Engineering Water,
Included: Center, Materials, Stormwater,
Community Intergovernmen | Sewer,
Development tal Services, Solid Waste,
Block Grants, Property Parking
Community and | Services,
Economic Equipment,
Development Stores, Self-
Grants, Other Insurance
Grants, Arena
Reserve
Revenue Local Grants, Charges for Utility charges,
Sources Government Property Tax Services, state grants and
Aid, Property | Increment Rents, contributions,
Taxes, Transfers from rents
Franchise other funds
Fees,
Licenses and
Permits
Expenditure Personnel, Personnel, Personnel, Personnel,
Classifications Operating Operating Operating Operating
Costs, Costs, Costs, Costs,
Contractual Contractual Contractual Contractual
Services, Services, Services, Services,
Equipment Equipment Equipment, Equipment,
Capital Projects | Capital Projects
and related and related
debt service, debt service
liability and
workers
compensation
Major Police, Fire, Convention Public Works, Public Works
Departments Public Works, | Center, Health, | Copy Center,
others Attorney, Fire, City Attorney
Police, Closed | (Civil Division),
Pension Plans IT
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City of Minneapolis
Bird’s Eye View of the Relationship between Fund Types, Revenue Sources,
Expenditures and Departments/Boards, continued

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

The number of City Funds above includes smaller boards, such as:
» Municipal Building Commission (funded mainly from Property Tax and State Aids)
» Board of Estimate and Taxation (funded from Property Tax and State Aids)
» Youth Coordinating Board (a joint board funded from the City’s General Fund and
grants)
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City of Minneapolis
2016 Budget

Financial Overview

The 2016 Council Adopted Budget for all City funds is $1.34 billion. This represents a $38.7
million, or 3.0 percent, increase from the 2015 Council Adopted Budget of $1.30 billion inclusive
of the City’s independent boards. At the same time, the Council adopted a 2016 property tax
levy for the City and its independent boards of $297.6 million which results in a 3.4 percent
increase or $10.0 million in additional property taxes as compared to the 2015 adopted levy of
$287.6 million. The budget also utilizes accumulated fund balance 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. These factors, combined with an increased
appropriation in Local Government Aid (LGA) from the State of Minnesota, allow the City to plan
for significant improvements in service delivery and targeted enhancements to programs
outlined in the budget, without significant impact to the property taxpayers.

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.

Major Highlights

The 2016 Council Adopted Budget includes significant proposals to address future financial and
operating challenges. It is important to be aware of these initiatives when making comparisons
between budget years, and to understand the context in which these decisions were made.

The highlights include the following:

e The 2016 Council Adopted Budget continues to lay the foundation for a wave of
development including large projects associated with building a new stadium in partnership
with the State and the Minnesota Vikings and adjacent areas. At nearly $1.4 billion in
permitted construction, 2015 was the fourth consecutive year in which Minneapolis
experienced more than $1.0 billion in permitted construction projects since 2000 based on
the value of permits issued for the year. Construction growth in the City impacts a number of
functions in the City including permitting and inspections. The budget recognizes the
increased level and activity and revenue and also includes funding for additional staffing in
the City Assessor and Community Planning and Economic Development departments to
respond to increased workloads. The budget for City departments increases by 4.2 percent
in 2016, or $36.7 million. As part of the budget, accumulated funds in the General Fund due
to a growing economy and controlled spending allows for utilization of fund balance in the
amount of $24.0 million for departmental activities, including $10.0 million to provide a
match for an anticipated State Capital Bonding grant for the 10™ Avenue Bridge
replacement, as well as providing for operating capital and other one-time items.

e In support of affordable housing initiatives, the budget provides $14.5 million including $1
million in unrestricted resources to help create affordable housing options for large families.
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¢ The budget includes “rightsizing” initiatives in multiple departments to realign resources by
eliminating funding for existing unfilled positions, as well as recognizing expenditure trends
which identify resources available for reallocation. This has been achieved by re-directing
resources to provide new services and eliminate redundant processes based on new and
changing needs of the City.

e The budget continues to bolster public safety by raising the sworn complement of police
officers to 862, providing funding for a recruit class and ongoing community service officer
classes, and additional civilian personnel to assist in Crime Lab and data analysis. The
budget also includes funding for police body cameras and civilian personnel to assist in
program implementation. Funding is also included for the EMT Pathways and Community
Outreach Explorer programs in the Fire Department which offers leadership development
and encourages young and diverse people in Minneapolis public high schools to enter
firefighting and emergency services as a career.

¢ Inresponse to a growing desire to act more proactively to global climate change, the budget
provides resources for additional staffing in the City Coordinator’s office to facilitate clean
energy partnerships. Additional funding is provided to enhance initiatives geared towards
diversity and achieving equity — one of the City’s goals. More funding for the Urban Scholar
program has been provided to prepare more youth for future City careers. Additionally, the
budget directs more resources to ensuring more efficient participation in coming elections.

e The 2016 budget does not project any growth in the cost of closed pension obligations from
the prior year. For 2016, the City will levy the same amount for these obligations as it did in
2015 - costs are projected to remain flat in the near term. If recent advances in financial
markets continue, it is possible that these costs may actually decline more quickly than
currently projected as the Minneapolis Employee Retirement Fund (MERF) merged with the
Public Employee Retirement Account (PERA) in 2015 due to reaching the mandated funding
ratio of 80 percent.

e In its third year, the Capital Asset Request System, or “CARS,” will be used on an ongoing
basis in long-range planning for smaller operating capital requests that were previously
funded in individual departments. Requests funded within the CARS system include items
that are not ongoing in nature such as enterprise software upgrades, vehicle purchases and
similarly-valued items. The CARS process provides a rolling five-year perspective of the
City’s needs for these assets and is intended to create a longer term funding plan. In the
third year of this program, approximately $24.0 million will be dedicated to fund items
through this process. The majority of items funded reflect deferred maintenance and
replacement costs for existing operating capital including technology upgrades. Of this total,
$7.5 million is funded from existing General Fund resources.

e Future challenges and opportunities that the 2016 budget addresses, through the five-year
financial direction, include the impacts of rebounding property values and continued growth
in the cost of providing City services due to inflationary pressures, as well as levy growth
that has not kept pace with inflation.
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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

The City experienced its fourth year in a row of record construction as measured by value of
permitted projects. Since 2012, the City has issued permits for construction valued at over
$1 billion annually. This boom is fueled by new office buildings in and around downtown,
multiple high-rise apartment buildings, and the 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 to both address the backlog and meet current expectations.

Workforce Turnover

It is anticipated that the City’s workforce will experience high turnover in the coming years
due to three factors: a large population of retirement-eligible workers, a 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 2016 budget.

Increased Demand for Technological Solutions

Departments note the increased technological savvy of customers, and as a result,
increased demand for technological approaches to customer service. This translates into
additional costs for new equipment and software, and in particular, increased support and
maintenance costs. For example, the City is in the process of upgrading several enterprise
software systems, 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. The budget incorporates continuing efforts to plan for these costs as well as
other smaller operational capital needs through the Capital Asset Request System (CARS)
program. The CARS program plans not only for major technological initiatives, but also for
aging equipment replacement and facility upgrades. More information on CARS is available
throughout this document.

Regulatory Complexity/Unfunded Mandates

Departments have noted increased complexity of protocols and regulations at many levels.
Civil Rights identified the increased complexity of investigation protocols and contracting
requirements. 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 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.
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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 are 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, worms, fraud, and other system security threats), information backups, and
emergency planning consumes resources of nearly every department. From natural
disasters such as the tree-toppling thunderstorms of Summer 2014 or the tornado of 2011 to
physical infrastructure disasters like the [-35W bridge -collapse, Minneapolis City
departments continue to build and strengthen relationships with other governmental entities
to maximize the effectiveness of security planning and build systems to mitigate and prevent
disasters and crises.

Aging Office Facilities and Scattered Administrative Workforce

In 2015, the City received responses to an RFP issued to study consolidating several work
locations and City operations with the goal of reducing the total office locations of the City’s
administrative workforce from seven to three or less, located close to and connected to City
Hall via skyways or tunnels. Combining the administrative offices may place challenges on
the workforce due to the preparation of an existing building or building(s) or the retrofitting of
an existing building along with the staff move itself. The City (through its relationship with
the Municipal Building Commission) has also been participating in an ongoing renovation of
City Hall, resulting from deferred maintenance.
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City Spending

Below is a summary of the 2016 Council Adopted Budget by departmental activity, excluding

transfers.
Expenditures by Service
(In Millions of Dollars)

2015 Adopted 2016 Adopted % Change $ Change
Attorney 16.7 17.4 4.1% 0.7
Coordinator* 119.6 125.9 5.2% 6.3
CPED 76.1 85.6 12.6% 9.6
Convention Center 52.6 54.6 3.8% 2.0
Fire 60.2 62.3 3.5% 2.1
Health 18.5 20.0 7.9% 1.5
Police 153.4 157.8 2.9% 4.4
Regulatory Services 22.8 23.8 4.3% 1.0
Public Works 326.6 334.7 2.5% 8.2
Other City Services** 79.9 84.0 5.1% 4.1
Debt Service 126.5 1241 -1.9% 24
Capital Improvement 140.2 138.0 -1.6% -2.2
Park Board 97.9 102.1 4.3% 4.2
Other Independent Boards™*** 11.5 10.9 -5.2% -0.6
Total City Spending 1,302.5 1,341.2 3.0% 38.7

*

Community Relations

** Includes Assessor, Benefits, City Clerk/Elections/Council, Civil Rights, Contingency, Internal
Audit, Liability, Mayor, Pensions and Worker's Compensation
*** Includes Board of Estimate and Taxation, the City's Contribution to the Library Board and

Municipal Building Commission

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

years.
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Total Expense Budget - Use of Funds
2016 Council Adopted Budget: $1.3 Billion

Other Independent

Attorney 1%
Boards*** 1% Y

Coordinator* 9%
Park Board 8%

- CPED 6%
Capital

Improvement 10%

Convention Center

4%
Debt Service 9%
Fire 5%
Health 2%
Other City
Services** 6% Police 12%

Regulatory Services
Public Works 25% 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, Contingency, Internal
Audit, Liability, Mayor, Pensions and Worker's Compensation

*** Includes Board of Estimate and Taxation, the City's Contribution to the Library Board and
Municipal Building Commission

For 2016, 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 above are available in the Operating Departments and Capital
Programs sections of this document.
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City Sources of Revenue

For 2016, the City forecasts $1.3 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 and within specified timeframes. 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 as fees and income from interest on investments.

Below is a summary of the 2016 Council Adopted Budget revenues by major category.

Revenue by Category
(In Millions of Dollars)

REVENUE CATEGORY 2015 Adopted* 2016 Adopted $ Change 9% Change
Charges For Services/Sales 510.0 520.4 10.4 2.0%
Federal Government 37.2 29.7 -7.5 -20.1%
Fines and Forfeits 7.7 8.1 0.4 5.2%
Franchise Fees 29.0 31.5 2.5 8.5%
License and Permits 41.3 44.4 3.1 7.6%
Local Government 7.2 4.9 -2.3 -32.2%
Long Term Liabilities Proceeds 56.4 56.7 0.3 0.5%
Use of Fund Balance 15.9 43.8 27.9 175.3%
Other Misc. Revenues 20.5 29.2 8.6 42.0%
Property Taxes 287.6 297.6 9.9 3.5%
Tax Increment Financing 51.3 46.0 -5.3 -10.3%
Sales and Other User Taxes 75.1 77.8 2.7 3.6%
Special Assessments 38.9 35.5 -3.4 -8.6%
Local Government Aid 77.4 77.8 0.4 0.6%
Other State Government 47.0 37.8 -9.2 -19.5%
Total Revenue $1,302.5 $1,341.2 $38.7 3.0%

*Revenues have been adjusted by use of fund balances
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Total Revenue Budget - Source of Funds
2016 Council Adopted Budget: $1.3 Billion
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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 increased the amount of
LGA appropriated to the City of Minneapolis from $76.1 million in 2014 to $77.4 million for 2015,
with another $0.4 million added in 2016, bringing the total to $77.8 million. Of this $77.8 million,
the City plans to allocate $68.4 million for its General Fund, $9.2 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 including the reductions, as well as the certified
LGA levels for 2016 based on current law. Recent stability in LGA funding is a factor in the
City’s ability to control its property tax levy.
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Certified vs. Actual LGA
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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 31.5 percent in both the 2015 and 2016 Council Adopted Budgets,
including City’s independent boards.

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.qg.
police squad cars, fire equipment, and other rolling stock), property services, tort claims, and
workers compensation claims.

Enterprise Funds include services that the City provides that operate like a “business” — similar
to internal service funds but with external customers. Charges for services are expected to
recover operating costs, indirect costs, capital investments, and interest expense. Utility rates
are set with the intent of funding these costs. Enterprise services of the City include sanitary
sewer services, storm water management and flood mitigation, water treatment and distribution,
solid waste and recycling, and parking.
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In Millions
Expense 2015 Adopted 2016 Adopted Percent Change Dollar Change
General $406.3 $421.8 3.8% $15.5
Special Revenue $256.7 $276.6 7.8% $19.9
Capital Project $100.9 $87.3 -13.4% -$13.5
Debt Service $91.1 $93.0 2.1% $1.9
Internal Service $141.7 $140.2 -1.0% -$1.4
Enterprise $305.9 $322.2 5.3% $16.3
Total $1,302.5 $1,341.2 3.0% $38.7
Revenue 2015 Adopted* 2016 Adopted Percent Change Dollar Change
General $458.8 $484.2 5.5% $25.4
Special Revenue $245.1 $260.6 6.3% $15.5
Capital Project $94.3 $76.6 -18.8% -$17.8
Debt Service $58.8 $57.9 -1.6% -$0.9
Internal Service $1294 $133.0 2.7% $3.5
Enterprise $316.0 $328.9 4.1% $12.9
Total $1,302.5 $1,341.2 3.0% $38.7

*Revenues have been adjusted by use of fund balances

Expense Revenue

Internal
Service 10%

Capital Project

City of Minneapolis - Financial Overview

General 31%

Special
Revenue 21%

Internal
Service 10%

Special
Revenue 19%

General 36%
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Expense by Category

Expense Category 2015 Adopted 2016 Adopted $Change % Change
Capital* 203.7 211.4 7.7 3.8%
Contractual Services 338.8 343.6 4.8 1.4%
Debt Service 126.7 127.4 0.7 0.6%
Frinae Benefits 139.6 146.0 6.4 4.6%
Operatina Costs 170.5 175.9 54 3.2%
Salaries and Wages 323.2 336.8 13.6 4.2%
Total Expense $1,302.5 $1,341.2 $38.7 3.0%

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

The largest portion of the City’s budget is spent on personnel, which comprises $482.8 million or
36.0 percent of the total budget. The 2016 Council Adopted Budget includes an overall
increase of 62.5 budgeted full-time equivalent (FTE) positions from the 2015 Council Adopted
Budget, an increase of 1.3 percent to 4,875.9 FTE in total. Detailed breakdown of City’s FTEs
can be found in schedule 5 in Financial Schedules section.

Total City Budget - Expenditure by Categories
2016 Council Adopted Budget: $1.3 Billion

Capital* 16%

Salaries and Wages
25%

Contractual Services
26%

Fringe Benefits 11% Debt Service 9%
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Funding for Physical Infrastructure

Five-Year Capital Program Totals: For 2016 — 2020, the five-year capital program for City
departments, independent boards and commissions totals $668.9 million including all funding
sources. The 2016 portion of this program is $134.8 million. The budget continues the City’s
commitment to continue funding and completion of improvements to the City’s infrastructure.
Below is a summary of the five-year capital program by major infrastructure category.

Five-Year Capital Investment Allocation
Council Adopted Budget
e Percent
Submitting Agency Infrastructure Category 2016 2017 2018 2019 2020 Total of Total
Budget in Thousands
MUNICIPAL BUILDING COMMISSION 2,970 2,205 2,965 2,920 920 11,980 1.8%
PARK BOARD 4,452 2,980 3,235 5,558 4,076 20,301 3.0%
PUBLIC WORKS STREET PAVING 38,710 30,041 30,245 45580 17,855 162,431 24.3%
DEPARTMENT SIDEWALKS 3,675 3,830 4,040 4,250 4,460 20,255 3.0%
BRIDGES 10,400 3,065 7,910 5,685 20,180 47,240 7.1%
TRAFFIC CONTROL & STREET LIGHTING 10,460 6,532 6,706 7,221 6,920 37,839 5.7%
BIKE TRAILS 760 1,250 1,000 1,140 1,940 6,090 0.9%
SANITARY SEWERS 10,550 9,250 9,250 9,250 9,250 47,550 7.1%
STORM SEWERS 13,750 21,378 22,330 16,750 15,750 89,958 13.4%
WATER INFRASTRUCTURE 22,250 47,370 43,430 32,200 24,650 169,900 25.4%
Public Works Department Total 110,555 122,716 124,911 122,076 101,005 581,263  86.7%
INFORMATION TECHNOLOGY 3,300 1,500 200 0 0 5,000 0.7%
PUBLIC GROUNDS & FACILITIES 12,910 21,350 1,000 0 0 35,260 5.3%
MISCELLANEOUS PROJECTS 580 600 6,620 6,640 660 15,100 2.3%
Grand Totals 134,767 151,351 138,931 137,194 106,661 668,904 100.0%

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

Technology funding
The City has two main financing mechanisms for technology:

Property tax supported debt financing in the City’s capital program: Since 2003, the City has
programmed about $1.5 - $2.0 million annually in property tax supported projects, financed by
debt, as prioritized by the IT Department and the department heads. These technology assets
are capitalized and the bond payments are structured within the useful life of the asset. For
2016, $3.3 million in technology projects are funded through property tax supported debt with a
five-year plan total of $5.0 million. Approximately 82 percent of the total or $5.0 million of this
program is dedicated to replacing the Police Department’s primary information system.

Pay-as-you go: The other method used to fund technology is through the Capital Asset Request
System (CARS). With this program, which originated with the 2014 budget process, the City will
allocate current-year available funding for technology projects rather than issuing bonds.
Regardless of the initial funding source, funding the ongoing operating costs to keep technology
assets current continues to be a challenge for the City.
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Capital Asset Request System (CARS)

In 2014, the City implemented the CARS process to allow departments to submit budget
requests for the replacement of capital equipment items greater than $5,000 such as technology
systems, vehicles and construction equipment and/or other large dollar items necessary to
provide services. The CARS process uses a five-year planning horizon similar to the Five-Year
Capital Program (for infrastructure) with the intent of establishing normal replacement cycles for
all long-term assets used by City Departments. Replacement cycles had already been
established for fleet equipment, but not for other asset categories. For the 2016 - 2020 five-year
cycle, the City received requests from departments totaling $114.7 million. For 2016, the
requests totaled $30.3 million. The budget allocates $7.5 million of General Fund resources and
$16.5 million of non-General Fund resources for this program across all departments.

Funding for Pension Liabilities

Closed Pension Funds: The City’s levies for its former closed pension funds that have been
merged into the Minnesota State Public Employees’ Retirement Association (PERA) remains
level at $27.3 million in 2016, for the three merged funds:

¢ The Minneapolis Employee’s Retirement Fund (MERF) Division of PERA — fully merged in
2015.

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

o 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. In 2016, the City must levy
$2.3 million for TRA to insure that net collections provide the $2.25 million. It is anticipated that
this levy amount will remain constant.

Public Employees Retirement Association (PERA), the plan for most current City
employees: The employers’ contribution level in PERA’s Coordinated Plan for 2016 is 7.5
percent, the same as in 2015. The Police and Fire Plans’ employer’s contribution also remained
at 16.2 percent for 2016 as was in 2015. The estimated total cost of contributions to PERA for
the City inclusive of its independent boards in 2016 is $30.9 million, which is covered in the
budgets of the departments in which the employees work.

2015 2016 Change

(in_millions)
PERA $15.1 $15.9 $0.8
PERA Police & Fire $17.6 $18.1 $0.5
Total $29.6 $30.9 $1.3
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Funding for Internal Services Funds’ Long-Term Financial Plans

During the 1990s, external demands negatively impacted the ability for revenue to support 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 2016 and beyond.

Growth in Personnel Costs

Personnel Changes. The 2016 Council Adopted Budget increases the FTE count of City
positions by 62.5 over the 2015 Council Adopted Budget, from 4,813.4 FTEs to 4,875.9
FTEs. Detailed breakdown of City’s FTEs can be found in schedule 5 in Financial Schedules
section.

Salary and wages. The 2016 Council Adopted Budget includes an increase in personnel
expenditures ($336.8 million in salaries and wages, compared to a 2015 total of $323.2
million). It also includes $146.0 million in fringe benefits, compared to $139.6 million in 2015.

Benefits. Health and dental insurance expenditures are budgeted to increase from $68.9
million in 2015 to $72.0 million in 2016. This estimate results from better than anticipated
medical renewal rates for 2015 with rate caps for 2016 and 2017, offset by growth in
employee headcount, and changes in coverage selections by employees.

Continuing Library Obligation to Hennepin County

Minneapolis libraries merged with the Hennepin County system in 2008. In addition to the $9.3
million market value referendum supported by Minneapolis taxpayers through 2017, the merger
finance plan requires Minneapolis to provide an additional declining base contribution for 10
years. In 2016, that contribution is approximately $1.6 million and is eliminate after 2017.

Major Changes in the 2016 Council Adopted Budget

This section of the 2016 Council Adopted Budget describes changes the Mayor and Council made
for various departmental program submissions. The changes are organized by department.

Citywide Changes

As a starting point for 2016 budget development, departments were provided a preliminary budget
amount and asked to submit proposals that would provide for the continuation of existing programs
at the same level of service, or the Current Service Level. Departments were also asked to submit
supporting documentation for any enhancements to existing programs or any proposed new
programs. The Mayor's recommended changes to ongoing departmental programs, along with new
initiatives recommended for funding or implementation, are noted below. Program proposals that
were not funded in the Mayor’'s recommendation are not included.
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The 2016 Council Adopted Budget includes proposals that have citywide implications. The budget
includes the prudent use of accumulated fund balance from the General Fund for one-time or time-
limited activities. These resources were generated through controlled spending in City departments
and revenues that exceeded budgetary expectations due to continued growth in the local economy.

The 2016 Council Adopted Budget takes steps to manage the growth in the City’s General Fund
balance. Thorough review of actual revenue and expenditure trends in the City provided
opportunities to “right size” the City’s budget. This results in a higher level of non-property tax
revenues than previously projected in past budgets, as well as strategic reductions in operating
budgets in areas that are historically underspent. The various rightsizing adjustments are reflected
in the following section, along with other funding adjustments.

The budget also uses accumulated General Fund resources for funding of the Capital Asset
Request System, or CARS, that was initiated as part of the 2014 budget to provide a mechanism for
budgeting small and mid-level capital requests previously funded within departmental budgets.
CARS requests include expenditures on items that are one-time in nature including enterprise
software upgrades, vehicle purchases, equipment, and other capital items. The goal of this effort is
to increase transparency in spending and operating costs by including these budgetary requests in
a separate process, as well as promoting equitable allocation of resources amongst all City
departments. Now in the third year, $7.5 million the General Fund and $16.5 million of other funds
has been dedicated to fund items through process.

Departmental Changes

The Council approved several amendments to the 2016 Mayor's Recommended Budget that affect
departments on a citywide basis. These amendments are reflected on the following pages:

Assessor

Mayor's Recommended Budget: The Mayor recommended $114,500 ongoing General Fund
resources for an additional 1.0 FTE (Business Applications Manager) to provide appraisers and
staff with additional technical support to analyze data and identify real estate market trends.

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

Mayor's Recommended Budget: The Mayor recommended the following ongoing General Fund
allocations: $40,000 for negotiation skills training and building enterprise capacity in the area of
negotiation, $50,000 to cover the shortfall in funding from the Justice Assistance Grant (JAG) that
supports two prosecutor FTEs, and $65,000 for the Domestic Violence Hotline that provides
advocacy services for domestic abuse victims.

The Mayor also recommended the following one-time General Fund allocations: $248,000 to fund a
two-year pilot program to create a charging team to replace Tab Charging by police of arrested
persons (includes 2.0 FTE’s), $100,000 for Restorative Justice program which supplements the
existing $50,000 in the base budget, $15,000 to develop policy change recommendations for
driving-related offenses, $15,000 to develop an evidence-based community consequence for
carrying without a Permit Cases, $25,000 for ‘Business Made Simple’ process improvements and
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plain language consulting services, and $10,000 for a two-year diversion pilot program with
Minneapolis Police department that involves obstruction of legal process charges.

The Mayor also recommended rightsizing the City Attorney’s base budget by reducing the ongoing
General Fund resources by $200,000.

Council Adopted Budget: The City Council amended the Mayor’'s recommendations by providing
one-time allocation of $87,500 to be used for continuation of the Hot Spots Pilot for 2016.

The Council also directed the department, in conjunction with Community Planning & Economic
Development, Finance & Property Services and other relevant departments, to return to both the
Community Development & Regulatory Services and Ways & Means Committees by April 1, 2016,
with an overview and report on the status of the City’s tax increment financing (TIF) program,
including the Common Project and Consolidated TIF Districts. Additionally, staff is directed to
provide an overview of City development projects that are foreseeable in the next five years,
including potential funding sources.

City Clerk

Mayor's Recommended Budget: The Mayor recommended $200,000 one-time General Fund
resources to provide supplemental funding for the presidential election.

Council Adopted Budget: The City Council approved the Mayor's recommendations and
directed staff to identify and reallocate 1.0 vacant Full-time Equivalent (FTE) position within the
City’s existing complement to the Office of City Clerk for an analyst position to provide
management, policy, and fiscal support to the City Council and its committees.

City Council

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

Council Adopted Budget: The City Council approved the Mayor’s recommendations.
City Coordinator Administration

Mayor's Recommended Budget: The Mayor recommended the following ongoing General Fund
allocations: $80,000 to leverage the current initiatives in the Arts and Creative Economy
program, $110,000 for Clean Energy Partnership program initiatives (includes 1.0 FTE), and
$200,000 (2.0 FTEs) for the Working Families program.

The Mayor also recommended the following one-time General Fund resources: $145,000 for
consolidating the City’'s communication strategies, $160,000 for an Enterprise Continuous
Improvement Strategy (includes 1.0 FTE), $70,000 for roll-out of the Arts and Creative Economy
Road Map, $90,000 for Clean Energy Partnership programming, $100,000 for City-Wide
Partnerships initiatives, $50,000 for the Word Gap program, $20,000 for culturally specific
autism awareness, and $20,000 for Bike-Pedestrian education.

Council Adopted Budget: The City Council approved the Mayor's recommendations and

directed the City Coordinator’'s department to work with pertinent staff to create a racial equity
website by the third quarter of 2016 aimed at both external and internal stakeholders that will:
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1. Create a central repository of best practices for City staff to use in defining policy and
procedures through a racial equity lens, including racial equity work in other jurisdictions,
locally and nationally, to foster learning and to build upon lessons learned by others
tackling similar challenges;

2. Provide training and other self-study resources to aid staff in deepening individual
understanding of cultural intelligence, race, and equity;

3. Promote existing City equity efforts to enable enterprise-level collaboration and sharing
of lessons learned,;

4. Provide access to department-level and City-wide racial equity plans, as available;

5. Create a dashboard of progress against department-level goals for racial equity and
inclusion; and

6. Provide access to data that residents can use to explore equity-related issues.

311

Mayor's Recommended Budget: The Mayor recommended rightsizing the budget by reducing
$50,000 of ongoing General Fund resources for personnel with a net effect of a 1.0 FTE
reduction in the department’s authorized staffing level.

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

911

Mayor's Recommended Budget: The Mayor recommended $80,000 ongoing General Fund
resources to enhance the quality assurance/accountability activities required for department
accreditation.

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

Emergency Management

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

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

Civil Rights

Mayor's Recommended Budget: The Mayor recommended $92,000 in ongoing General Fund
resources for enhancing the Urban Scholar program, and $150,000 in one-time General Fund

resources to conclude the development of the required study of business equity within the City.

The Mayor also recommended rightsizing the department’s budget by reducing $50,000 from
the ongoing General Fund allocation.

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

Mayor’'s Recommended Budget: The Mayor recommended rightsizing the department’s budget
by reducing $50,000 of ongoing General Fund allocations.

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

Mayor's Recommended Budget: The Mayor recommended using the fund balance in the
Convention Center fund in the amount of $175,000 in one-time funding for the purpose of
marketing, events and community engagement programming. The Mayor also recommended
$50,000 in one-time funding from the General Fund for the Sister City program.

Council Adopted Budget: The City Council amended the Mayor’s recommendations by providing
an additional $500,000 for marketing contract incentive intended as part of the base budget.

Community Planning and Economic Development (CPED)

Mayor's Recommended Budget: The Mayor recommended additional ongoing General Fund
appropriation of $210,000 (2.0 FTE) for delivery of the required Comprehensive Plan update,
$850,000 from CPED special revenue funds for continuation of the Great Streets program,
$180,000 (1.0 FTE) for the Next Steps for Disconnected Youth program (along with $320,000
from federal funding), $100,000 (1.0 FTE) for the Work Ready Youth Minneapolis program,
$100,000 (1.0 FTE) for the Development Review Customer Service Center largely for the
purpose of administering the Sewer Availability Charge (SAC) program, and $112,000 for a
Build Leaders Program for Youth Development in conjunction with the Health Department. The
Mayor’s recommendation also includes a General Fund appropriation of $424,000 (4.0 FTEs)
for building inspector positions in the Construction Code Services division.

The Mayor recommended one-time funding from the general fund of $1,000,000 for the City’s
Affordable Housing Trust Fund and $1,000,000 for other Affordable Housing Programs to meet
the needs of family housing. The Mayor's recommendation also includes an additional
$850,000 in new federal funding, as well as $150,000 in reallocated resources for the Affordable
Housing Trust Fund. The Mayor recommendation additionally includes one-time funding from
the general fund of $100,000 for an Opportunity Hub at Cedar Riverside, $175,000 for a
minimum wage study, $50,000 for Green Zones, and $25,000 for Nokomis East Senior Center.
The Mayor also recommended departmental reorganization to generate cost savings of
$150,000 as part of the budget rightsizing efforts.

Council Adopted Budget: The City Council amended the Mayor’s recommendations by:

1. Reallocating the $25,000 in one-time General Fund resources for the Nokomis Healthy
Seniors to the Neighborhood & Community Relations (NCR) Departments.

2. Providing an additional $1,500,000 for the Affordable Housing Trust Fund to be funded
by available tax increment funds restricted for this use to provide for a total of
$10,000,000 for the Affordable Housing Trust Fund in 2016.

3. Replacing $129,000 in General Fund funding for eligible Community Planning &
Economic Development housing program costs with the additional levy resource from
the Special Tax Levy (Chapter 595) and increasing the Department's employment and
training budget by $129,000 for Summit Academy OIC's contextualized GED Program.
Summit Academy OIC is required to report back to the Community Development &
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Regulatory Services Committee on October 1, 2016, to provide an update on number of
participants enrolled and number of participants who have successfully completed the
program.

4. Reducing $50,000 in General Fund one-time enhancement funding for Green Zones in
the Community Planning & Economic Development Department and reallocating
$50,000 to the Fire Department. Of the total $50,000; $42,000 will be used for the
purpose of partnering with organizations to provide youth technical training and outreach
and for identifying and securing a location that will allow Hennepin County Technical
College, Roosevelt High School’s Multi-Craft Core Curriculum, and Public Works’ Fleet
Division Mechanic Trainee Program to receive educational equipment that has been
leveraged through a Department of Employment and Economic Development (DEED)
grant. The remaining $8,000 will be allocated to the Midtown Safety Center.

5. Correcting the original budget recommendation by providing $155,000 in existing
resources from for Upper Harbor Terminal planning and $108,007 for short-term
operating costs.

6. Correcting the original budget recommendation by providing $500,000 in existing
resources for the Capital Acquisition Revolving Fund (CARF).

7. Correcting the original budget recommendation by providing $50,000 for Property
Management.

The council also directed the department, in conjunction with Finance & Property Services, City
Attorney’s Office and other relevant departments, to return to both the Community Development
& Regulatory Services and Ways & Means Committees by April 1, 2016, with an overview and
report on the status of the City’s tax increment financing (TIF) program, including the Common
Project and Consolidated TIF Districts. Additionally, staff is directed to provide an overview of
City development projects that are foreseeable in the next five years, including potential funding
sources.

Finance & Property Services

Mayor's Recommended Budget: The Mayor recommended rightsizing the budget by reducing
$101,000 of ongoing General Fund resources.

Council Adopted Budget: The City Council approved the Mayor's recommendations and
directed the department to;

1. Amend budgets, schedules and language changes relating to accounting and technical
cost allocation adjustments, and program and capital/operating budget corrections.

2. In conjunction with Community Planning & Economic Development, City Attorney’s
Office, and other relevant departments to return to both the Community Development &
Regulatory Services and Ways & Means Committees by April 1, 2016, with an overview
and report on the status of the City’s tax increment financing program, including the
Common Project and Consolidated TIF Districts. Additionally, staff is directed to provide
an overview of City development projects that are foreseeable in the next five years,
including potential funding sources and further directed staff to identify and reallocate 1.0
vacant Full-time Equivalent (FTE) position within the City’s existing complement to the
Office of City Clerk for an analyst position to provide management, policy, and fiscal
support to the City Council and its committees.
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Fire

Mayor's Recommended Budget: The Mayor recommended the following ongoing General Fund
allocations: $50,000 for the Community Emergency Medical Technicians (EMT) program,
$100,000 for the EMT Pathways Program, $50,000 for the Community Outreach Explorer
Program, and $50,000 for the Emergency Medical Services Academy.

Council Adopted Budget: The City Council amended the Mayor's recommendations on a one-
time basis by providing an additional $42,000 for the purpose of partnering with organizations to
provide youth technical training and outreach and for identifying and securing a location that will
allow Hennepin County Technical College, Roosevelt High School's Multi-Craft Core
Curriculum, and Public Works’ Fleet Division Mechanic Trainee Program to receive educational
equipment that has been leveraged through a Department of Employment and Economic
Development (DEED) grant.

Health and Family Support

Mayor's Recommended Budget: The Mayor recommended additional ongoing General Fund
appropriation of $30,000 to invest in the Cradle-to-K Initiative, $75,000 for a parental support
program for youth development, $40,000 for lead hazard control and healthy homes activities,
$75,000 to expand training and outreach for licensed businesses, $60,000 (1.0 FTE) for a
customer service representative to support permitting, licensure, citation and annual registration
activities, $75,000 to continue the Green Business Matching Grant Program supporting
business’ efforts to improve local air quality, and $34,000 (.25 FTE) to provide community
outreach supporting the City’s comprehensive air quality program.

The Mayor also recommended one-time funding of $25,000 for youth violence prevention,
$114,000 (1.0 FTE) for lead hazard control and healthy homes activities, and $50,000 to
support creation of a 4H program for the Somali community. The Mayor also directed the
Health Department to work in conjunction with Public Works, Regulatory Services and the
Police Departments to provide services to support up to eight events associated with the Open
Streets program within existing budgetary resources.

Council Adopted Budget: The City Council amended the Mayor's recommendations by
decreasing the department’s Capital Asset Request budget by $12,500 for furnishings at the
skyway senior center.

Human Resources

Mayor's Recommended Budget: The Mayor recommended $60,000 in ongoing General Fund
resources to increase the Metro Pass program for City employees from $16 to $26 per month.

Council Adopted Budget: The City Council amended the Mayor's recommendations by making
adjustments to reflect the correct budget cost centers in Human Resources department with no net
funding/budget impact.

The Council also directed staff to identify and reallocate 1.0 vacant Full-time Equivalent (FTE)

position within the City’s existing complement to the Office of City Clerk for an analyst position
to provide management, policy, and fiscal support to the City Council and its committees.
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Information Technology

Mayor’s Recommended Budget: The Mayor recommended $150,000 in one-time funding for
Enterprise Application Support, and $50,000 in one-time funding from the General Fund for
Service Now, a cloud based service management system.

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

Intergovernmental Relations

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

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

Mayor's Recommended Budget: The Mayor recommended $75,000 ongoing General Fund
resources to allow the department to contract for professional IT audit services.

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

Mayor's Recommended Budget: The Mayor recommended $50,000 (1.0 FTE) in ongoing
General Fund resources to provide a match for grant funding for of a policy aide position.

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

Mayor's Recommended Budget: The Mayor recommended $75,000 (1.0 FTE) in ongoing
funding from the General Fund for Americans with Disabilities Act / Limited English Proficiency
support.

Council Adopted Budget: The City Council amended the Mayor’'s recommendations on a one-
time basis by reallocating $25,000 for the Nokomis Healthy Seniors from CPED and adding an
additional $20,000 reallocated from the Police budget to be used for cultural community
educational programs.

The Council also directed the department to provide $50,000 of existing budgeted resources for
senior initiatives as part of the Minneapolis for a Lifetime program, and directed the staff in
Neighborhood & Community Relations to return to the Health, Environment & Community
Engagement Committee by August 1, 2016, with a summary of outcomes and plan to
incorporate these activities into the department’s on-going business plan.
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Police

Mayor's Recommended Budget: The Mayor recommended the following ongoing General Fund
allocations: $200,000 for raising the total number of authorized sworn positions by 2.0 FTE’s,
$173,000 for additional 2.0 FTE’s to assist in implementation of the body cameras system,
$400,000 for body camera technology (in addition to $600,000 in one-time funding provided as
a match to anticipated Federal grant funding), $124,000 for funding Office of Justice Programs
(OJP) recommendations to implement an automated software data system to operationalize the
Early Intervention System which includes 1.0 FTE, $221,000 to enhance the Police
Administration, Training and Crime Lab program including 2.0 forensic scientist FTEs), and
$214,000 for 2.0 analyst FTEs in the Crime Intelligence unit.

The Mayor also recommended the following one-time General Fund resources: $300,000 to
supplement funding for hiring a recruit class, $20,000 for E. 24th St. Sub-Station, and $600,000
in grant match as noted above.

The Mayor also directed the Minneapolis Police Departments to work in conjunction with Public
Works, Regulatory Services and Health departments to provide services to support up to eight
events associated with the Open Streets program using existing budget resources.

Council Adopted Budget: The City Council amended the Mayor's recommendations on a one-
time basis by

1. Reallocating $105,000 from Public Works LED lighting replacements and utilizing
$200,000 in cost savings from the timing of hiring new positions to be used for Crisis
Intervention Training (CIT) and Procedural Justice Training within the Police Department
in addition to the Department's existing training budget for a total of $305,000 added to
the program.

2. Decreasing the E 24th St Sub-Station allocation by $20,000 and increasing
Neighborhood & Community Relations’ budget by $20,000 to be used for cultural
community educational programs.

3. Providing $8,000 to be allocated to the Midtown Safety Center.

Public Works

Mayor's Recommended Budget: Please see the divisional sections below for the Mayor’s
recommendation by division.

Administration

Mayor's Recommended Budget: The Mayor recommended $500,000 in one-time
funding for the Development Infrastructure Program previously funded through the City’s
net debt bond program. In addition, the Mayor recommended rightsizing the budget by
reducing the base budget appropriation by $50,000 for anticipated cost savings. The
Mayor also directed Public Works to work in conjunction with Regulatory Services,
Public Works, Health and the Police Departments to provide services to support up to
eight events associated with the Open Streets program within existing budget resources.

Council Adopted Budget: The City Council approved the Mayor’s recommendations
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Fleet Services

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

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Solid Waste and Recycling

Mayor's Recommended Budget: The Mayor recommended $50,000 in one-time funding
for Zero Waste initiatives.

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Surface Water & Sanitary Sewer — Sanitary Sewer

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

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Surface Water & Sanitary Sewer — Stormwater

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

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Traffic & Parking Services

Mayor's Recommended Budget: The Mayor's recommended budget includes $400,000
in one-time General Fund appropriation to accelerate the replacement of the city owned
30 foot street lights to LED technology.

Council Adopted Budget: The City Council amended the Mayor’s recommendations on a
one-time basis by
1. Transferring $75,000 from the Parking Fund to Regulatory Services.
2. Decreasing $105,000 from the LED lighting initiative and increasing the Police
budget by $105,000.

Transportation Maintenance and Repair

Mayor's Recommended Budget: The Mayor's recommended budget includes $298,176
in ongoing General Fund appropriation for bikeway summer and winter maintenance.
The Mayor’s recommended budget also includes one-time funding of $10 million for the
10™ Avenue Bridge project, and $250,000 for the Downtown East Commons.

Council Adopted Budget: The City Council Approved the Mayor’s recommendations and
directed the department to report to the Transportation & Public Works Committee by
January 31, 2016, with proposed specific projects for the 2016 Paving Program within
the capital budget.
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Transportation Planning and Engineering

Mayor's Recommended Budget: The Mayor’s recommended budget includes $75,000 in
one-time General Fund appropriation for specialized technical bridge inspections.

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Transportation Planning and Programming

Mayor's Recommended Budget: The Mayor's recommended budget includes $127,500
in ongoing General Fund appropriation for specialized technical assistance and $46,500
to fund memberships and support bike and walk week. The Mayor's recommended
budget also includes a one-time $360,000 appropriation for a comprehensive automated
pavement assessment.

Council Adopted Budget: The City Council approved the Mayor’s recommendations
Water Treatment and Distribution

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

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

Mayor's Recommended Budget: The Mayor recommended an additional ongoing General Fund
appropriation of $275,000 (3.0 FTE), additional $275,000 (3.0 FTE’s) appropriation from the
Regulatory Services Special Revenue Fund for Housing Inspection Services, and $100,000 (1.0
FTE) from the General Fund for a data analyst. The Mayor also recommended a one-time
general fund appropriation of $148,000 to train a reserve pool of temporary traffic control
agents, and $100,000 for HOME-Line service and interpreters for non-English speaking tenants.
In addition, the Mayor recommends reorganization with a cost savings of $100,000 as part of
the budget rightsizing exercise. The Mayor also directed Regulatory Services to work in
conjunction with Public Works, Health and the Police Departments to provide services to
support up to eight events associated with the Open Streets program within existing budget
resources.

Council Adopted Budget: The City Council amended the Mayor's recommendations on a one-

time basis by replacing the General Fund Capital Asset Request budget of $75,000 with
$75,000 from the Parking Fund to implement traffic and parking citation software.
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Property Tax Revenue

The City's 2016 Council Adopted Budget
includes an overall property tax levy of $297.6
million. This levy reflects the combined total for
the City, the Board of Estimate and Taxation, the
Minneapolis Park and Recreation Board, and the
Municipal Building Commission (MBC) levies, as
well as the Library referendum levy which is a
$9.3 million market value based tax levy. The
2016 Council Adopted levy is $10.0 million more
than the 2015 Council Adopted levy of $287.6
million.

Home

Property Tax by Entity - $297.6 Million
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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 sizeable changes in the amounts of property taxes assessed to any
one property.

Property Market Values and Tax Base Highlights

The following table shows the estimated market values and corresponding tax capacity by
property group for the January 2, 2015 assessment utilized for property taxes payable in 2016
based on preliminary numbers.

2015 Estimated o o . o o
Group Market Value % of Total % Change Tax Capacity % of Total % Change

Real Estate

Commercial 7,607,518,740 19.1% 16.4% 149,663,257 30.5% 16.6%
Farm 1,525,100 0.0% -10.5% 15,251 0.0% -10.5%
Industrial 1,198,187,400 3.0% -10.5% 23,599,620 4.8% -10.4%
Residential 24,957,122,900 62.5% 6.1% 244,674,247 49.8% 7.0%
Apartment 6,132,446,400 15.4% 29.8% 72,881,327 14.8% 30.2%
Other 19,112,100 0.0% 0.6% 254,068 0.1% 0.3%
Sub Total 39,915,912,640 100.0% 10.5% 491,087,770 100.0% 11.7%

Personal Property
All 413,920,000 1.0% 1.0% 7,870,000 1.6% 1.0%
Grand Total 39,915,912,640 100.0% 10.5% 498,957,770 100.0% 11.5%

Estimated Change in Tax Capacity by Property Group

Apartment, 30.20%
30.00%

20.00% Commercial, 16.60%
. 0

Residential, 7.00%

10.00%
Other, 0.30%

0.00%

-10.00%

Farm, -10.50% Industrial, -10.40%

-20.00%
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Change in Tax Capacity by Group

Home

The following table provides the estimated changes in tax increment financing, fiscal disparities
contribution, and fiscal disparities distribution for taxes payable in 2016 based on preliminary
numbers from the City and County assessors and the Board of Estimate and Taxation:

For Payable in 2016*

Real Estate Tax Capacity

Personal Property Tax Capacity

491,087,770
7,870,000

Gross Tax Capacity
- Less tax Increment

- Less Fiscal Increment Value Captured
- Less Fiscal Disparities Contribution

498,957,770
($37,232,626)
($3,638,259)
($54,435,694)

+ Plus Fiscal Disparities Distribution 51,125,630
Adjusted Net Tax Capacity 454,776,821
* Property Values Jan 2, 2015
Change in Market Value for Taxes Payable Year-Over-Year
Taxes Payable in| Commercial/Industrial Residentiall 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%
2011 -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%

*Industrial property is now reported separately from commercial property.
Source: City Assessor’s Office and Board of Estimate and Taxation
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2016 Council Adopted Property Tax Levies

% Change  $ Change

Fund 2015 2016 | From 2015 From 2015
General Fund 153,929,000 160,446,000 4.2% 6,517,000

_6 Minneapolis Park Board - General 50,560,000 52,583,000 4.0% 2,023,000
§ Minneapolis Park Board - Tree 1,475,000 1,732,000 17.4% 257,000
:033 Bond Redemption 35,900,000 37,800,000 5.3% 1,900,000
E 595 (HRA) Levy 1,021,000 129,000 -87.4% -892,000
é, Permanent Improvement 1,000,000 1,000,000 0.0% 0
O [Pensions (MERF, MPRA, MFRA) 27,310,000 27,310,000 0.0% 0
. Board of Estimate and Taxation 160,000 170,000 6.3% 10,000
'% Municipal Building Commission 4,675,000 4,810,000 2.9% 135,000
; Teachers' Retirement 2,300,000 2,300,000 0.0% 0
g Library Referendum Debt Service 9,300,000 9,300,000 0.0% 0
Total 287,630,000 297,580,000 3.4% 9,950,000

City of Minneapolis - Financial Overview

64

2016 Council Adopted Budget



Table of Contents

City of Minneapolis
2016 Budget

Table of Contents

City Vision and Values 66
City Goals and Strategic Directions 67
Annual Budget Process 68
Integrating Key Processes for Budget 71
Results Minneapolis 71

City of Minneapolis - Strategic Planning 65 2016 Council Adopted Budget



Home

Minneapolis strategic policy

Vision
Minneapolis is a growing and vibrant world-class city with a flourishing economy and a pristine environment,
where all people are safe, healthy and have equitable opportunities for success and happiness.

Values
WE WILL BE A CITY OF WE WORK BY
Fair and just opportunities and outcomes for all New ideas drive continuous improvement.
people.
People feel safe and are safe. Our efficient, effective work meets measurable goals
for today and tomorrow.
We are focused on the well-being of people and our All have a voice and are heard.

environment.

Minneapolis is a world class city, proud of its diversity Valued and supported employees take pride in public
and full of life with amenities and activities. service.

People are connected with their communities, are All have access to services and information.
connected to all parts of the city and can influence We work in an open, ethical and transparent manner.
government.

While preserving the city’s character, more people We work better together as one team.

and businesses lead to a growing and thriving We value our partners, and they value us.

economy.
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Goals and Strategic Directions

Living well

Minneapolis is safe and livable and has an active and connected way of life
All neighborhoods are safe, healthy and uniquely inviting.
High-quality, affordable housing choices exist for all ages, incomes and circumstances.
Neighborhoods have amenities to meet daily needs and live a healthy life.
High-quality and convenient transportation options connect every corner of the city.
Residents and visitors have ample arts, cultural, entertainment and recreational opportunities.
The city grows with density done well.

One Minneapolis
Disparities are eliminated so all Minneapolis residents can participate and prosper
Racial inequities (including in housing, education, income and health) are addressed and eliminated.
All people, regardless of circumstance, have opportunities for success at every stage of life.
Equitable systems and policies lead to a high quality of life for all.
All people have access to quality essentials, such as housing, education, food, child care and transportation.

Residents are informed, see themselves represented in City government and have the opportunity to influence
decision-making.

A hub of economic activity and innovation

Businesses — big and small — start, move, stay and grow here
Regulations, policies and programs are efficient and reliable while protecting the public’s interests.
The workforce is diverse, well-educated and equipped with in-demand skills.

We support entrepreneurship while building on sector (such as arts, green, tourism, health, education and high-
tech) strengths.

We focus on areas of greatest need and seize promising opportunities.
Infrastructure, public services and community assets support businesses and commerce.
Strategies with our City and regional partners are aligned, leading to economic success.

Great places
Natural and built spaces work together and our environment is protected
All Minneapolis residents, visitors and employees have a safe and healthy environment.
We sustain resources for future generations by reducing consumption, minimizing waste and using less energy.
The City restores and protects land, water, air and other natural resources.
We manage and improve the city’s infrastructure for current and future needs.
Iconic, inviting streets, spaces and buildings create a sense of place.
We welcome our growing and diversifying population with thoughtful planning and design.

A City that works
City government runs well and connects to the community it serves
Decisions bring City values to life and put City goals into action.

Engaged and talented employees reflect our community, have the resources they need to succeed and are
empowered to improve our efficiency and effectiveness.

Departments work seamlessly and strategically with each other and with the community.

City operations are efficient, effective, results driven and customer focused.

Transparency, accountability and ethics establish public trust.

Responsible tax policy and sound financial management provide short-term stability and long-term fiscal health.
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City of Minneapolis
2016 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

Department-level assessment of prior year and planning for current year

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.

Additionally, the City engages in citywide strategic planning every four years to develop strategic policy
guidance. The vision, values, city goals and strategic directions serve as guideposts for each department as it
develops its business plan.

March

Preliminary prior year-end budget status report

Finance presents a year-end budget status report for the previous year to the Ways and Means/Budget
Committee. This is a preliminary report because the audited Comprehensive Annual Financial Report (CAFR) is
not available until the second quarter of the year.

March—April

Capital improvement budget development

The City has a five-year capital improvement plan. The departments prepare and modify capital improvement
proposals on 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.

April-June

Operating budget development

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

Capital Asset Request System (CARS) plan and budget development

Departments work in coordination with Finance and Property Services to prepare five-year plans for the
replacement of smaller capital assets and operating capital. The plans are based upon the need for
replacements and the addition of capital assets for operational effectiveness. Each request requires a
justification and an estimate of the impact on operating budgets, as well as identification of funding sources.

June—August

Mayor's Recommended Budget

The 2016 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
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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

Maximum proposed property tax levy

As a requirement 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

City Council budget review and development

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

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

City Council budget adoption

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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City of Minneapolis
2016 Budget
Integrating Key City Processes

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

The diagram below illustrates the linkages among these key City processes. By aligning strategic

planning, business planning, budgeting and performance monitoring, Minneapolis is able to plan for the
future and ensure its efforts and resources are pointed in the same direction.

Defining our future Measuring our progress

Vision City Goal Results Minneapaolis

City goals Community indicators
City values Strategicdirection
conversations

Business plans Department Results

i Minn li
Division/program Minneapolis

Department werkplans

Employee goalsand PerformMinneapaolis

objectives
Individual

Citywide Strategic Planning

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

In March 2014, the Mayor and City Council adopted a new set of City Vision, Goals and Strategic
Directions. This work builds on previous City goals and a resolution establishing commitment to
business planning and the five-year financial direction. This strategic policy direction serves as a guide
by which all other policy decisions should be assessed. As elected officials and departments make
decisions throughout the year, they should be asking “does this support the City’s strategic goals?”

City Goal Results Minneapolis

The City Goal Results Minneapolis program helps the City understand how its work is impacting its city
goals. The program connects City work and community priorities, as measured by community
indicators, by blending a variety of data sources and analysis from City departments and community
stakeholders. The results of the analysis are compiled into powerful, insights-based reports and
presented at a roundtable to inform City decision making. The reports are also made public.
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Department Business plans

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

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

Department Results Minneapolis

The Department Results Minneapolis program uses data to assess a department’s progress on its
business plan. This information is then used to adapt the following year’s work. Departments complete
the analysis and updating in the first quarter of the year and report on featured elements. The reports
are made public.

The Annual Budget Process

Minneapolis’ annual budget process is the process in which the Mayor and City Council articulate their
priorities for the upcoming year by allocating City financial resources accordingly. Through the further
integration of the City’s planning, budgeting and performance measurement processes, it is expected
that the decisions surrounding the budget process will be better informed as these planning efforts
come to fruition. The business plans provide greater clarity of the intended future direction of

Home

departments, and performance measurement helps assess whether current strategies are yielding those

expected results.

As stated above, during the planning and budgeting process, departments are given the projected level
of financial resources to expect over the next several years and plans are adjusted accordingly.
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City of Minneapolis
2016 Budget

Financial Management Policies

OPERATING BUDGET POLICIES

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

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

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

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

e Budget Process. The annual budget process is intended to weigh all competing
requests for City resources within expected fiscal constraints. Requests for new
programs should be submitted as a part of the annual budget process.

e Personnel Expenses. Departments are to account for the salaries and benefits of
permanent employees within their ongoing budget appropriations. Departments may use
projections of bell — curve staffing to adjust the level of employees throughout the year
as long as the department does not exceed its appropriated budget. If the department
cannot meet its obligations within their adopted budget, as identified in ongoing
cooperation with Finance and Property Services, they 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.

e Overtime Limitation. The policy approved by the Mayor and Council limits all

departmental overtime to 5% of the budgeted amount for the salaries and wages category
in the current budget year.
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e 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 Capital Asset Request System (CARS) process or as part of the
department’s operating budget. Appropriation authority used in one year to enhance internal
service fund — related costs will be reviewed on an annual basis for continued appropriation in
the subsequent budget year, including both operating and CARS budgets. Subject to review
by Finance and Property Services and the internal service fund staff, the additional cost
and/or service may be funded through the cost recovery model in the subsequent budget
year using the approved allocation methodology.

e 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.

e 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.

Basis of Budgeting. The basis of budgeting and accounting are the same, except as noted
below. The budgets of all governmental funds are created using the modified accrual basis.
Revenues are budgeted if they are measurable and available as net current assets. Major
revenues determined to be 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 not budgeted. Major revenues that are not accrued because
they are not available soon enough to pay liabilities of the current period or are not objectively
measurable include the following: delinquent property taxes and assessments, licenses,
permits, fines and forfeitures. Delinquent property taxes are not budgeted, while the other
categories are budgeted on a cash basis.

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.
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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. Ultility 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 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.

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.

Grant Funding in the Five — Year Financial Direction. All applications for grant funding
require Council approval. Any department applying for grant funding should be aware of the
effect on their budget of one — time — only funding. Effects include such items as local match
requirements, additional costs for maintenance, operation, and replacement of equipment and
other capital assets purchased with grant funding; as well as grant funding that provides for
funding of personnel and requires the maintenance of a minimum staffing level and/or
maintenance of effort contribution. The department requesting the approval and acceptance of
grant funding shall determine the amount of additional City resources that will be required to
fund 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 accepting and entering into the grant agreement. As a condition of
accepting the funds, the Council shall identify permanent resources and amend the Five — Year
Financial Direction to reflect adequate resources to cover the costs and retain the positions, if
appropriate, once the grant funding ends.

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.
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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. Except where 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:

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

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

e For the City’s General Fund, the funding amount shall exclude the General Fund
Overhead 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 shall use the proceeds from local sales taxes dedicated by the
State for municipal use as funding levels allow for the following purposes:
e For the payment of debt service obligations on the City’s convention center.
o For operational support of the City’s convention center, inclusive of maintenance,
service, and marketing agreements.
e For baseline capital projects and maintenance at City facilities as allowed by law,
including the City’s convention center and Target Center.
e For establishment of reserves in a tax stabilization account to smooth changes in taxes
levied.
For infrastructure needs that promote economic development.
For economic development — related public safety needs.
For discretionary capital projects at the City’s convention center and Target Center.
Other needs as determined by the City.

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.

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
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the appropriate City fund, and accounted for as public money through the City's budget process
and financial system.

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

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

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

e 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).

o 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 determine the interest rate to be paid annually on all unpaid
installments upon certification of the assessment based on current market interest rates.
Interest rates shall be determined annually for the new projects to be assessed each year
based upon then current rates. The first installment shall be payable in the year following
completion of the project and in the same manner as real estate taxes.

Uniform Assessment Rate. The Uniform Assessment Rate is a standardized rate applied
in street construction and street renovation projects. Assessments shall be part of the
funding for all street paving construction/reconstruction projects for which the City is to bear
any part of the cost, except for freeways. This rate shall be applied to the square footage
per parcel in the project area to arrive at an assessment cost for each benefited property.
The goal of the rate is to ensure an equitable distribution of costs between projects and to
assess approximately 25% — 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).
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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.

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 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.

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

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.

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
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associated with economic development purposes which may be aggregated by fund type to
maintain a positive balance.

Enterprise Funds. The City shall maintain a minimum cash balance in its Enterprise Funds
equal to approximately three months of operating expense, or 25% of the funds’ annual
operating budgets. This balance shall be maintained to ensure adequate maintenance reserves,
operating cash flow balancing requirements, debt service requirements and legal restrictions.
Where cost — effective access to capital markets is available and debt financing is regularly
used, replacement balances shall not be maintained 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. 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:

e 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.

o 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.

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

Use of Fund Balances. Fund balance is the 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.

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)
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and the Financial Accounting Standards Board (FASB). The central system shall be used for
financial transactions of all City departments, boards, and independent agencies.

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

INVESTMENT POLICIES

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 are invested. 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

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. To the
greatest extent possible, all development activities are self — supporting. City staff shall identify
sufficient public and private resources at the time a project is approved to ensure feasible
completion and operation of the project. All development financing proposals shall be reviewed
to ensure that the proposed finance plan is reasonable, balanced, and the best means by which
to achieve City objectives, while adequately protecting citywide financial interests.

Tax Increment Policy. The Tax Increment Policy guides the City’'s use of the tax increment
financing (TIF) tool, identifying the purposes and conditions under which TIF will be used and
the factors to be considered when evaluating developers’ applications for TIF assistance. The
policy provides that TIF will only be used when the City has the financial capacity to provide
needed public assistance and a developer can clearly demonstrate that the development will be
able to meet its financial and public purpose commitments. The City seeks to recapture the
public investment to the maximum extent feasible after allowing the developer a reasonable
return. Alternatives such as “pay as you go” financing and reimbursing front — end public
redevelopment costs with tax increment revenues are preferable to bond financing. The City will
only issue general obligation tax increment bonds in rare situations and under certain strict
criteria. Only those public improvements and public redevelopment costs directly associated
with or needed to service proposed development plans or projects are to be financed through
TIF. The complete current Tax Increment Policy, approved by the City Council is available at:
http://www.ci.minneapolis.mn.us/cped/resources/reports/cped tax_increment policy
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Tax Abatement Policies. The Policy for the Use of Tax Abatement for Historic Properties
identifies the circumstances in which the City will consider the use of tax abatement to support
the substantial rehabilitation of designated historic preservation properties. Proposed uses of
tax abatement must achieve one or more identified objectives, and the expected benefits to the
City must at least equal the City’s costs. The complete current policy, approved by the City
Council is available in its entirety at:
http://www.ci.minneapolis.mn.us/cped/resources/reports/cped _tax_abatement historic

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

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

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

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

Development Project Funding Allocations and Re—Appropriation. Beginning in 2014,
appropriations for those development projects and program allocations, which by the end of
four years including the appropriation year, have not moved forward toward implementation as
indicated by a minimum of 75% of appropriation expended on tangible project activities are
subject to expiration (i.e. unspent 2015 appropriation expires in 2019).

The mechanism for tracking appropriations for multi — year projects shall be an annual report to
the Community Development/Regulatory Services, and Ways & Means Committees.

The annual development project and program status report shall contain the following
information by individual project or program:

1) Brief description

2) Year of original appropriation

3) Annual appropriation for most recent completed fiscal year;

4) Annual expenditures for most recent completed fiscal year;

5) Total outstanding encumbrances and Council commitments as of the most recently

completed fiscal year end;
6) The unexpended and unobligated appropriation balance;
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The 2016 report shall include 2015 information and will expand to include subsequent fiscal
years in the future years. The 2018 report [with 2014 — 2017 information] shall identify those
development projects and programs whose expenditures in the first year, i.e. 2014, did not
meet the 75% of appropriation spending threshold as defined above, and therefore will be
subject to having the unspent portion of the 2014 appropriation expire and available for
reprogramming, subject to review by the City Council.

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 meet financial 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.

ALLOCATION MODEL POLICIES

The City employs cost allocation models for a variety of purposes:

o Recovery of indirect costs for grants, capital projects, internal and external work — for —
others.
Internal Service Funds cost recovery.

o 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.

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

The primary methodology used is Activity — Based — Costing which links the cost of the
service provided to the consumption of the service.
e Cost allocation models should recover indirect labor, depreciation, general and
administrative costs, and costs from other allocation models.
e Cost allocation models should abide by grant agreements, contracts and other
applicable Federal, State and local guidelines.
e Cost allocation models should be reviewed and updated annually.
e Costs shall be allocated to the fullest extent possible. 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.
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Internal Service Funds (ISF’s): All ISF’s use cost allocation models to recover costs.

General Fund Allocation Model. The City will recover costs within the General Fund related to
services it provides to non — General Fund departments. The 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.

One — Time Costs Assessed. One — time cost increases may be assessed to the fund if the
financial condition of the fund meets the City’s financial policies.

Management Support Charges to Independent Boards. The management support charges
to the Independent Boards 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.

Fleet Services Division (Equipment Services Fund)

Fleet Defined

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

Fleet Acquisitions

1) All Fleet units shall be purchased through and maintained by the Fleet Services Division
(“FSD”). Exceptions may be granted on a case by case basis by the Director of Public
Works or the City Coordinator or designee.

2) The benefitting department shall request, through the CARS process, funding for additional
units or the underfunded portions of replacement units.

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

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

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

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

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

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

iv.  The rental fee will be charged monthly to the department’s budget through the City of
Minneapolis Fleet Management system and accounting system. Cost recovery
schedules are available from FSD.

v. The rental fee for each unit includes depreciation, an inflationary factor, and
administrative charges.

vi.  The City of Minneapolis is self — insured and any claims or tickets against the City
will be charged to the benefitting department.

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

ADMINISTRATIVE POLICIES

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 should 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
should be submitted as soon after the sponsoring department has identified the ongoing costs
and funding sources. Departments shall work with the Information Technology (IT) Department
and Finance and Property Services to ensure those costs are identified and included in the
contract for technology services. Departments shall also work with IT to jointly determine the
appropriateness of the purpose for the City’'s technology planning. Operating costs of
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department — specific technology will be allocated to that department. Technology for use
across the City or in support of citywide operations shall be allocated citywide.

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

Gift Acceptance. Any gifts with a value of $15,000 or less can be received by individual City
departments with written notice to the Finance Officer or his/her designee. The Finance and
Property Services Department shall submit a quarterly gift report to the City Council’'s Ways and
Means 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 accept the gift to the City Council's Ways & Means Committee directly.
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.

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. Additional procurement policies and procedures are
available for reference at:

http://www.ci.minneapolis.mn.us/finance/procurement/WWCMS1Q — 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 City’s Write — off 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 (“PCl 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).

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

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

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

e To adjust appropriations in any fund to facilitate transfers for debt service and to make all
appropriate transfers and payments relating to debt service and the administration
thereof.

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

e To amend appropriations related to technical accounting treatment changes.

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

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

e To allocate the State Insurance Aid payments received from the state for pension costs.
To adjust the appropriations of the special revenue funds for payments to various
pension organizations as may be required.

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

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

e To make 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.

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

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

e 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).

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

o To appropriate available grant balances.

o To make appropriation adjustments to correct any errors, omissions or misstatements to
accurately reflect the intent of the City Council in adopting the Operating or Capital
Budget and/or any subsequent City Council action.
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e To reduce any capital appropriation whenever a revenue source is determined to be
uncollectible for whatever reason.

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

o To approve the closure of non — bond funded capital projects.

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.

0 To reduce 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.

0 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

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
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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 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.

CAPITAL BUDGET POLICIES

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

Capital Improvement Program. The City prepares and adopts a five — year Capital
Improvement Program (CIP) that details each capital project, the estimated cost and funding
sources. An adopted point rating system is used to rank and prioritize recommended projects.
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 Five — Year Capital Program 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 Asset Request System (CARS). 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. To plan for these
needs, the City has implemented a five — year planning process to identify needs associated with
operating capital, including software as well as the aforementioned items. The five — year plan
shall be updated and maintained on an annual basis to capture changes in equipment and
funding needs. Whenever possible, the City shall utilize external resources, but recognize
replacement costs associated with externally funded equipment. External resources received
after funding has been appropriated shall replace funding for the department and not expand
spending to the extent that the external revenue does not allow supplanting. Funding shortfalls
in Internal Service Funds in the first year of the plan may be funded by General Fund fund
balance with the expectation that recognized shortfalls in subsequent years will be funded
through the approved rate models. Technology — related CARS requests shall be submitted
cooperatively between the user department and Information Technology to insure that the
additional technology is consistent with the City’s longer — term technology plan.
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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 the CARS
program shall only roll — over if meeting the roll — over criteria for operations. The balances of
prior year appropriations supporting operating budgets and reimbursable projects in capital
project funds, internal service funds and enterprise funds do not roll over from year to year.

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

Expiration of Capital Project Funding. For all capital appropriations, the City Council
authorizations for bond issuance and project appropriation will expire 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.

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:

e Finance Officer

o City Attorney
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Deputy Finance Officer/Director, Budget and Enterprise Financial Management
Director of Capital & Debt Management

Executive Secretary, Board of Estimate & Taxation

Director, Development Finance or designee

Independent Bond Counsel as needed

Independent Financial Advisor as needed

Guiding Principles for City of Minneapolis Debt Issuance

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

Selection of Independent Advisors. The City uses competitive processes to select all service
providers involved in the bond issuance process. 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 proformas,
appraisals, plans and specifications, environmental reviews, insurance covenants, etc.
Additionally, the project shall be evaluated for consistency with other City measures related to
land use, job creation and compliance with affirmative action, civil rights, job linkage and other
equal employment opportunity requirements.

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

General Obligation Revenue Bonds. The City issues general obligation revenue bonds to
finance assets associated with its primary enterprise businesses including 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 proformas for these
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funds. Five — year business plans detailing projected operating costs and prior debt obligations
are reviewed as well as revenue performance and rate setting analysis to ensure that adequate
bond coverage ratios are achieved.

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

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

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

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

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

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

Post Issuance Compliance Policy. The City of Minneapolis adopted a formal Post — Issuance
Compliance Procedure and Policy for Tax Exempt Governmental Bonds on August 3, 2012.
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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/wcmsip —

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. The expenditures to be reimbursed include
all preliminary expenses for planning, design, legal, consulting services and staff costs
reasonably allocated to the project as well as costs incurred and paid for related to the design
and construction of the projects after approval of the capital budget. In addition, as approved by
resolution 2008R — 133, the City hereby declares its official intent to reimburse itself for
expenditures for projects described as bond funded in the annual adopted capital resolution and
subsequent related resolutions. The projects are more fully described on Capital Budget
Request forms on file in the office of Finance and Property Services. 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

Reimbursement Intent. The Finance Officer is authorized to make further declarations of
official reimbursement intent in connection with the projects described herein pursuant to IRS
Treasury Regulations Section 1.150 — 2 on behalf of the City consistent with budgetary and
financial circumstances. Copies of any such further declarations shall be filed with the Ways &
Means Committee and the Board of Estimate and Taxation.
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Five-year Financial Direction 2017-2021
(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
2017-2021 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 2016, the

General Fund expenses and revenues, including use of fund balance is $488.2 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 percent of the following year’s budgeted expenditures amount to be used for cash
flow purposes, unanticipated expenditures of a non-recurring nature, and to meet unexpected
increases in service delivery costs or unexpected revenue shortfalls.

The General Fund began 2015 with a fund balance of $102.0 million. The 2015 year-end fund
balance in the General Fund as of December 2015 is expected to remain stable at $102.0
million, which is above the stated fund balance requirement of 17 percent of the following year’s
expenditure budget.

Fund Balance
(in millions of dollars)
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2016 General Fund Revenue Budget

The 2016 Council Adopted budget includes a
total of $488.2 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 5.3 percent from the 2015 budget
from a combination of increased property taxes
and use of fund balances increasing. The
increase in these sources is mitigated by the
growth in local sales and other user taxes, local
government aid and other non-tax revenues

Local Government _—— 1
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which minimize the need for increased property taxes.

General Fund Revenue Budget - Source of Funds
2016 Council Adopted Budget: $488.2 million
(includes transfers)
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Revenue Source 2014 Actual 2015 Adopted 2016 Adopted 2015 Adopted % of Total % of Total
Property Taxes 159.5 156.5 160.6 2.6% 33.8% 32.9%
Sales and Other User Taxes 72.2 73.6 76.0 3.2% 15.9% 15.6%
Franchise Fees 26.9 29.0 31.5 8.5% 6.3% 6.4%
Licenses and Permits 36.3 39.0 43.4 11.2% 8.4% 8.9%
State Government / LGA 76.1 77.4 77.8 0.5% 16.7% 15.9%
Other State Government 4.7 5.0 4.9 -2.5% 1.1% 1.0%
Charges For Services / Sales 44.0 44.3 47.4 7.0% 9.6% 9.7%
Local Government 0.5 0.7 0.7 0.0% 0.2% 0.1%
Special Assessments 3.3 3.6 3.3 -6.2% 0.8% 0.7%
Fines and Forfeits 7.9 7.2 7.3 0.9% 1.6% 1.5%
Transfers In 2.3 4.7 4.0 -14.0% 1.0% 0.8%
Use of Fund Balance 24.6 13.5 24.0 77.7% 2.9% 4.9%
Misc. Revenues 7.9 8.9 7.3 -17.8% 1.9% 1.5%
Total 466.3 463.5 488.2 5.3% 100.0% 100.0%

State Aids (including Local Government Aid):

The City’s local government aid (LGA) allocation in 2016 is certified at $77.8 million. This is
based on legislative actions during the 2015 session and reflects an increase of $0.4 million

over the 2015 allocation.

2016 General Fund Expenditure Budget

The 2016 recommended budget for City services
included in the financial direction is $488.2
million, which includes $66.4 million in transfers
to other funds.

Approximately 59% of the overall expenditure
budget is related to salaries and benefits. In the
General Fund, salary and wage expenditures
increased from $196.8 million in 2015 to $203.5
million in 2016. 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

General Fund Expense Budget - Expenditure by Service

Public Works ___

12%

Police 31%__

2016 Council Adopted Budget: $488.2 million
(includes transfers)

Other

Transfers Departments* 12%

14%_
\

\

~

__CPED 7%

Fire 13%

General Fund

—Contingency 1%

“~_ Library Board
less than 1%

10%

“\_city Coordinator**

* 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
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form for most City functions. A breakdown of the allocation of the $488.2 million in the 2016
General Fund budget is reflected in the chart above.

Five-Year Financial Direction

The Five-year Financial Direction includes a tax policy of 3.4 percent in 2016, 3.8 percent in
2017, 3.9 percent in 2018, 3.7 percent in 2019, 3.3 percent in 2020, and 3.3 percent in 2021.
These percentages reflect funding for statutorily-required costs and provide for a current service
level cost escalator for departments and support services.

The 2016 budget is the basis for future projections: In other words, services and activities
included in the 2016 budget provide the starting point for the 2017-2021 department budget
estimates. One-time 2016 supplemental items are removed from department budgets in 2017
and beyond.

The financial direction from 2017 to 2021 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. It is anticipated that salary settlements will vary within and between
bargaining units. Assumptions are updated annually as contracts are settled.

Capital and Debt Service (including pensions)

As part of the 2015 budget, the amount of property tax supported resources for capital
improvements was expanded from the previous five-year plan. For 2016 and future years, the
intent is to sustain this higher level of property tax supported (net debt bond) funding to continue
to make significant improvements to the City’s infrastructure. The funding being provided is still
insufficient to fully meet the needs that must be addressed over time and the current emphasis
for these funds is primarily on improving street paving, protected bikeways and pedestrian,
lighting and traffic related safety improvements. 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 includes a base increase in 2016 and beyond for
capital improvements. These increases are possible due to completion of the internal service
fund workout plans in 2015, as well as growth in non-property tax revenues, which reduces the
demand for property tax resources.

Funding for pension liabilities: The property tax levy required to support closed pension fund-
related obligations remains level at $27.3 million in 2016 and is projected to remain near that
level through 2031. The five-year financial direction includes obligations for three closed
pension funds that have since been merged into the statewide retirement system, the Public
Employees Retirement Association (PERA) of Minnesota. The former closed funds that were
merged are the Minneapolis Police Relief Association (MPRA), the Minneapolis Firefighters’
Relief Association (MFRA), and the Minneapolis Employees Retirement Fund (MERF). All three
funds are administered by PERA. The City has ongoing obligations funded from within
departmental budgets to PERA to support current employees’ retirement plans.
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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.

» Park Board: Like other participants in the City’s capital funding pool, the Park Board faces
significant capital pressures to maintain the facilities it operates.

» Performance Information: As the City continues to gain experience with using results
information for performance discussions, it will need to undertake benchmark development
in using this information for financial decision making.

» Department Increases: The City will continue to see challenges related to the ability to keep
up with increased workloads across the enterprise while mitigating the impact on property
tax payers.

* Aging Facilities and Infrastructure: The City is responsible for facilities and infrastructure that
is not contemplated in its existing capital processes. As these facilities need major repairs
and maintenance, there will be a need to recognize large out-year commitments to fund
these projects.

Assumptions for 2016-2021

« The tax policy for 2016-2021 is as follows: 3.4 percent in 2016, 3.8 percent in 2017, 3.9
percent in 2018, 3.7 percent in 2019, 3.3 percent in 2020, and 3.3 percent in 2021. These
changes reflect statutorily-required cost adjustments and provide for current service level
cost escalator for departments.

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

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

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

« Health insurance is assumed to be increase by 1.9% in 2016 and increase by 5 percent
through 2021.

« Revenues in the General Fund are assumed to increase by 3.0 percent annually.
Expenditures for the cost allocation model for internal City departments and the government
service fee also include cost escalators.

« Local tax revenue is recorded as direct revenue into the General Fund.
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2017

2018

2019

2020

Home

2021

421,121,433
10,000,000
55,723,877

435,377,916
10,000,000
57,469,943

450,144,767
10,000,000
58,746,792

465,441,911
10,000,000
59,024,445

481,287,960
10,000,000
59,302,929

486,845,310

502,847,859

518,891,559

534,466,356

550,590,889

307,421,985
10,000,000
0
169,423,325

314,393,018
10,000,000
0
178,454,842

321,528,153
10,000,000
0
187,363,406

328,831,825
10,000,000
0
195,634,531

336,306,464
10,000,000
0
204,284,425

486,845,310

502,847,860

518,891,559

534,466,356

550,590,889

2017

2018

2019

2020

2021

2016
Uses:
General Fund Base Cost 398,878,775 409,197,461
General Fund One-times 13,521,347 24,072,384
General Fund Commitments 51,081,669 54,978,570
Total Uses 463,481,791 488,248,415
Sources:
Non-Property Tax Resources General Fund 296,031,444 303,601,031
Use of Fund Balance 13,521,347 24,072,384
Property Tax Resources-HRA 129,000
Property Tax Resources General Fund 153,929,000 160,446,000
Total Sources 463,481,791 488,248,415
Property Tax 2015 2016 % chg
General Fund 153,929,000 160,446,000 4.2%
Minneapolis Park Board 52,035,000 54,315,000 4.4%
Bond Redemption 35,900,000 37,800,000 5.3%
Other City Levies 29,491,000 28,604,000 -3.0%
Municipal Building Commission 4,675,000 4,810,000 2.9%
Teacher's Retirement Association 2,300,000 2,300,000 0.0%
Library Debt Service 9,300,000 9,300,000 0.0%
Total 287,630,000 297,575,000 3.4%

169,423,325
56,486,976
37,800,000
28,480,000

4,959,708
2,300,000
9,300,000

178,454,842
58,746,455
38,300,000
28,485,100

5,108,499
2,300,000
9,300,000

187,363,406
61,096,313
38,800,000
28,490,353

5,261,754
2,300,000
9,300,000

195,634,531
63,540,166
38,800,000
28,495,764

5,419,606
2,300,000
9,300,000

204,284,425
66,081,772
38,800,000
28,501,336

5,582,194
2,300,000
9,300,000
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308,750,009

320,694,896

332,611,826

343,490,067

354,849,727

Percentage Change from Prior Year

100

3.8%

3.9%

3.7%

3.3%

3.3%
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City of Minneapolis
2016 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.

Out-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

e |t is anticipated that salary settlements will vary within and between bargaining units.
Assumptions are updated annually as contracts are settled.

e Health insurance is assumed to be increased by 1.9 percent in 2016 and 5.0 percent
2017 through 2021.

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

e Revenues are expected to increase by 3.0 percent annually.
Commitments for the library are included in the general fund. In 2010 and beyond, the
property tax levy for operations are included in the Hennepin County levy.

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

Capital and Debt Assumptions

e As a result of increasing the base Net Debt Bond (NDB) program for increased
infrastructure improvements over the last several years, the bond redemption levy shows
an increase for 2016 with no additional increase planned for 2017. For the years 2018
through 2020 the plan calls for modest increases to correspond with planned increases
in net debt bond allocations. These increases are possible due to the elimination of
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previous obligations associated with the City’s internal service funds and retirement of
pension bonds. The base NDB funding levels have been increasing from the 2011 —
2015 capital program level of $89.4 million to $155.0 million in the current five-year plan.
This capital infusion increases all classes of City infrastructure with a greater emphasis
on paving projects, pedestrian safety, protected bikeways and lighting improvements,
traffic safety and signage improvements and bridge improvements. These additional
resources are supplemented with municipal state aid, special assessments and grant
funds to deliver these projects.

e Assumptions for future years are to continue to incrementally increase the NDB funding
to arrive at approximately $180.0 million for the 2021 — 2025 five-year capital programs.
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City of Minneapolis - Details of Annual Demand (changes) in Property Tax Revenue
2016 Budget Recommendation Factors and Out Year Impacts - 3.4% Levy Increase

Home

Year
Property Tax 2015 2016 % Chg 2017 2018 2019 2020 2021 2022 2023 2024 2025
General Fund 153,929,000 160,446,000 4.2% 169,423,325 178,454,842 187,363,406 195,634,531 204,284,425 213,009,019 221,768,005 231,658,869 242,000,924
Minneapolis Park Board 52,035,000 54,315,000 4.4% 56,487,600 58,747,104 61,096,988 63,540,868 66,082,502 68,725,802 71,474,835 74,333,828 77,307,181
Bond Redemption 35,900,000 37,800,000 5.3% 37,800,000 38,300,000 38,800,000 38,800,000 38,800,000 38,800,000 38,800,000 38,800,000 38,800,000
Other City Levies 29,491,000 28,604,000 -3.0% 28,480,000 28,485,100 28,490,353 28,495,764 28,501,336 28,507,077 28,512,989 28,519,079 28,525,351
Municipal Building Commission 4,675,000 4,810,000 2.9% 4,954,300 5,102,929 5,256,017 5,413,697 5,576,108 5,743,392 5,915,693 6,093,164 6,275,959
Teacher's Retirement Association 2,300,000 2,300,000 0.0% 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 9,300,000 9,300,000 0.0% 9,300,000 9,300,000 9,300,000 9,300,000 9,300,000 9,300,000 9,300,000 9,300,000 9,300,000
Total Property Tax 287,630,000 297,575,000 3.4% 308,745,225 320,689,975 332,606,764 343,484,860 354,844,372 366,385,290 378,071,522 391,004,940 404,509,415
% Change Property Tax 3.8% 3.8% 3.7% 3.3% 3.3% 3.3% 3.2% 3.4% 3.5%
103 2016 Council Adopted Budget
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City of Minneapolis
2016 Budget
Financial Plan

Arena Special Revenue Fund

Background

The Arena Special Revenue Fund (Arena Fund) accounts for the maintenance and operation of
the City-funded portion of the Target Center. The day to day operations are managed by AEG,
one of the leading sports and entertainment presenters in the world. The City provides support for
the operation of the Arena and pays AEG a fee based upon a revenue sharing formula, if certain
criteria are met, for contracted services associated with operating and promoting the Target
Center.

The entertainment tax directed to the Arena Fund reflects entertainment tax proceeds generated
directly from Target Center activities. The Arena Fund also receives a transfer from the Parking
Fund per Council action and the long-term Target Center finance plan. The transfer reflects the
estimated parking revenue received from events at the Target Center.

The Arena Fund also receives financing from three Tax Incremental Financing (TIF) sources:
the NBA Arena TIF District (now decertified), the Consolidated TIF District, and the Common
Project. These revenues are segregated and restricted to specific purposes, including debt
service and capital expenses.

2015 Projections

In 2015, the unrestricted Arena revenue, before the $5,000 balance of the $2.0 million capital
contribution from AEG, is projected to be $6.3 million which is consistent with the 2015 budget. In
2014, the Target Center had record levels of concerts and activities, mainly due to an extended
run of Garth Brooks’ concerts, resulting in entertainment tax collections of $2.0 million. For 2015,
entertainment tax collections will be $0.1 million greater than the budgeted amount of $1.3 million.
For the year, total capital investments are projected to be $8.9 million, including the balance of the
capital contribution from AEG and the $3.9 million that was carried forward from 2014 for
completion in 2015.

2016 Budget

Revenues

Revenues from the tax increment (TI) sources are budgeted to be $7.8 million, a slight decrease
from the 2015 projections. This is primarily a result of a decrease in revenues from the
Consolidated TIF District and an offsetting increase in interest earnings. Entertainment tax
revenues are budgeted at $1.4 million, a 2 percent increase over the 2015 projected revenues.
The parking revenue transfer is budgeted at $3.7 million, a slight increase from prior years. As of
2014, the Arena became tax exempt with respect to the primary tenant. In lieu of property taxes,
the primary tenant now makes an annual rent payment. It is anticipated that debt will be issued in
2016 to finance costs relating to the proposed renovation of the Arena. It is currently estimated
that one half the 2017 debt service will be capitalized and $2.9 million in public resources will be
used to pay debt service on these bonds in 2017. Local option taxes will be pledged to the
payment of this debt.
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The cumulative Tl balance is reserved to pay future debt service on the 2009 Bonds. Based on
current projections, when combined with the cumulative balance, sufficient revenue will be
available from the TI sources to make principal and interest payments on the 2009 Bonds as they
become due. Any residual Tl balance available after the 2009 Bonds have been paid in full may
be used to finance capital improvements to the Arena.

The Arena Fund expects fund balance/net position on non-Tl sources to decrease by $1.6 million
as a result of a planned usage of cash reserves to fund planned capital improvements to the
Arena.

Expenditures

The only expenditure funded with Tl revenue in the 2016 budget is $4.7 million of existing debt
service. Budgeted expenditures to be paid from non-TI sources include $4.6 million in capital
improvements, $0.3 million in administrative costs, $1.7 million for the reimbursement of the
unamortized capital improvements previously undertaken by the operator, and a potential
operator reimbursement that is currently projected at $1.5 million.

Renovation project

The 2016 budget contemplates some renovation activities to commence in 2016 with the most
significant renovations occurring in 2017. To finance the City’s share of the project, it is likely
that the City will issue taxable general obligation bonds sometime in 2016, with local sales tax
revenues being the primary revenue source for repayment of debt service on these bonds. A
renovation agreement with AEG, the Timberwolves/Lynx and the City has been negotiated and
signed. As the planning for the renovation project is completed, the sizing and timing of any new
debt issuance and revised financial ramifications become more certain, the information in the
financial schedule for the Arena Fund will be revised.

Mayor's Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The Council adopted the Mayor’s recommendation.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Arena Special Revenue Fund
% Chg
2013 2014 2015 2015 2016 From 2015 2017 2018 2019
Actual Actual [ Budget Projected [ Budget Projected | Forecast Forecast Forecast
Source of Tax Increment Funds:
Common Project TIF Contribution (01CPK) 1438 1,474 | 1,515 1,515 | 1,556 2.7% 1,586 1,586 1,586
Arena Tax Increment (01CPK) 907 - - - - 0.0% - - -
Consolidated TIF District (01CON) 5,044 5324 | 6,231 6,231 6,152 -1.3% 6,531 6,899 7,216
Interest Earnings (01CPK & 01CON) (15) 51 73 68 81 18.8% 96 112 129
Sub-Total 7,374 6,849 7,819 7,814 7,789 -0.3% 8,213 8,597 8,931
Use of Tax Increment Funds:
Transfer to Debt Service (01CPK) - - 1,515 1,515 1,556 2.7% 1,586 1,586 1,586
Transfer to Debt Service (01CON) 5272 4,250 | 2,977 2977 3,184 7.0% 3,417 3,662 3,882
Capital Improvements/Admin 3,864 - - - - 0.0% - - -
Sub-Total 9,136 4,250 | 4,492 4,492 | 4,740 5.5% 5,003 5,248 5,468
Net Available After 2009 Debt (1,762) 2,599 | 3,327 3,322 ( 3,049 3,210 3,349 3,463
Cumulative Tl Balance for 2009 Bonds (see note) 10,229 12,828 | 16,155 16,150 | 19,199 22,409 25,758 29,221
Source of Non-Restricted Funds:
Estimated Local Option Taxes - - 2,000 2,000 - -100.0% 2,850 5,700 5,700
Estimated Private Debt Payments - - 2,000 - - 0.0% - - -
Event Parking 3,129 3,323 3,523 3,523 3,728 5.8% 3,940 4,158 4,383
Rent - 1,350 | 1,350 1,350 | 1,350 0.0% 1,350 1,433 1,462
Entertainment Tax (Arena Events Only) 1,226 1,976 1,300 1,562 1,394 -10.8% 938 1,600 1,632
Arena Base Tax 89 - - - - 0.0% - - -
Miscellaneous Equipment Sales 3 - - - - 0.0% - - -
AEG Capital Investment 82 232 5 5 - -100.0% - - -
Interest Earinings (01260) 2 34 41 41 34 -17.1% 18 24 27
Sub-Total 4,531 6,915 10,219 8,481 6,506 -23.3% 9,096 12,915 13,204
Use of Non-Restricted Funds:
Estimated New Debt Service - - 4,000 - - 0.0% 2,850 5,700 5,700
Capital Improvements 1,873 2,020 | 8,892 8,892 | 4,622 -48.0% 4,620 4,727 4,412
Administration 22 244 260 260 254 -2.3% 259 264 270
Reimbursement of Unamortized Improvements - - - - 1,736 0.0%
Net Operator Reimbursement / Profit Share 1,476 1,265 1,500 1,441 1,541 6.9% 3,000 1,627 1,672
Sub-Total 3,371 3,529 | 14,652 10,593 | 8,153 -23.0%| 10,729 12,318 12,053
Net Income for Operations 1,160 3,386 | (4,433) (2,112)[ (1,647) -22.0% 1,294 597 1,151
Cumulative Operations Fund Balance 3,932 7,318 2,885 5,206 3,559 4,853 5,450 6,601
Total Anticipated Capital Expenditures 5639 2,020 8,892 8,892 [ 4,622 4,620 4,727 4,412
Notes:
Cumulative Tl Balance for 2009 Bonds, balance to be maintained and reserved to pay debt service on the 2009 Bonds.
Assumes bonds for renovation will be issued in 2016, first debt service payment in 2017.
Finance Plan will be updated as renovation agreement is finalized.
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City of Minneapolis
2016 Budget
Financial Plan

Convention Center Special Revenue Fund

Background

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.

Historical Financial Performance

The fiscal year-end 2014 fund balance for the Convention Center Special Revenue Fund was
nearly $60.5 million, an increase of $326,000 from 2013. The cash balance in the fund grew by
approximately $8.1 million. In addition, the Convention Center Facilities Reserve Fund had a
2014 year-end fund balance of approximately $5.4 million. For 2014, the operating deficit
(operating revenue less operating expenses) increased to $8.9 million from $7.6 million in 2013.
This increase can be largely attributed to an increase in operating expenses generated from a
busy event year at the Convention Center.

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 the other miscellaneous operating revenue.

In 2014, total operating revenue was nearly $16.6 million, which was an increase of $344,000
from 2013 and $593,000 over the 2014 budget.

2015 Projections

Operating revenue is currently projected to come in at nearly $17.5 million, which is $859,000
over 2014. With operating expenses projected to be approximately $26.2 million, the operating
deficit is projected to be nearly $8.8 million. The ongoing management of operating expenses
includes a variety of cost containment activities:

¢ Reduction in energy and water consumption

¢ Identifying and implementing operating efficiencies

¢ Realignment of the workforce

e Managing overtime
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Capital investments for equipment, maintenance and improvements are projected to be nearly
$10.2 million, which includes a $4.4 million rollover to 2015 for obligated, but unspent 2014
funds.

City funding of Meet Minneapolis is projected to be approximately $10.0 million which will be
$40,000 under budget and approximately $570,000 above 2014. Meet Minneapolis is projected
to finish $40,000 under budget as a result of a new contract which sets their base funding at
$9.0 million.

Local Sales Tax Revenue

Beginning in 2014, local tax revenue is being deposited directly to the General Fund, and the
General Fund is transferring sufficient funds to the Convention Center to fund Convention
Center operating and non-operating expenditures.

2016 Budget

Operating Revenues

The 2016 revenues for the Convention Center have been adjusted to reflect the actual historical
receipts and anticipated event activity. Total operating revenue for 2016 is expected to be nearly
$16.7 million which is a decrease of approximately $755,000 under the most recent 2015
projection. The Convention Center continues to discount rents heavily to compete nationally.
Operational changes made in 2012 continue to show positive results, particularly with increases
in sales of services and equipment, while also reducing overall labor costs. Meet Minneapolis
sales and marketing initiatives include new digital advertising, as well as a new print advertising
campaign for the Convention Center along with continued efforts to bring people downtown with
events such as the Creative City Challenge and the Mini_polis display, a scale model of
downtown Minneapolis built in collaboration with community participants. Meet Minneapolis has
also opened a visitor center in the heart of downtown for people to get information about local
happenings, and to pick up Minneapolis gear. Although the economy is rebounding, the
convention and meeting industry continues to face challenges in controlling costs as centers
discount heavily to remain competitive.

Expenditures

Operating expenses are budgeted at $25.9 million, down $315,000 from the projected $26.2
million in 2015. At this level, the operating deficit is budgeted to be approximately $9.2 million.
The budget for Meet Minneapolis is approximately $9.9 million, down $126,000 from projected
2015. Some of this funding will be used to support several initiatives including Sports
Minneapolis, an expanded welcome program, the new visitor information center, awareness
building, sister city, and the Convention Support Fund. Capital investments for 2016 are
budgeted at $10.6 million, per the long-term capital plan previously adopted by the City Council.

Use of Funds
($71.1 million)

Transfers Out
35% Operating

36%

_ _ Ongoing
Meet Minneapolis Equip/Imprvmnt
14% 15%
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Operating Revenue and Expense (Excludes Ongoing Equipment & Improvement)

$30.0

$25.0
$20.0
$15.0
$10.0
$5.0
$0.0 T T T T T

(Dollars in Millions)

2013 2014 2015 2016 Budget 2017 Forecast 2018 Forecast 2019 Forecast
Projected
B Operating Revenue @O Non-Operating Revenue Needed to Cover Operating Expense

Cash/Fund Balance

Beginning in 2015, the Facility Reserve Fund cash and fund balance of $5.4 million is being
reported under the Convention Center Fund to reflect the current reporting in the
Comprehensive Annual Financial Report (CAFR). The 2016 combined fund balance of the
Convention Center Special Revenue Fund and Facility Reserve Fund is projected to be
approximately $59.1 million, and the cash balance is projected to be approximately $56.3
million. The Convention Center expects fund balance to decrease approximately $4 million as
the result of a planned use of fund balance.

Debt Service

The 2016 budget includes funding for transfers out of the Convention Center Fund for debt
service payments of nearly $24.1 million in outstanding building related debt and $520,000 in
debt for the dome replacement.

Forecast for 2017-2019

Operating revenues are currently forecast to range between $17 million and $17.5 million based
on booked events and event projections.

Operating expenses are forecast to range between $26.7 million and $28.3 million, based on a
3% inflation factor for planning purposes, which could actually finish lower as a result of on-
going cost containment efforts.

Meet Minneapolis is forecast to increase 2% per annum over this period based on a contractual
increase to their base funding.

Capital investments are forecast to be $9.5 million, $7.8 million, and $11.4 million over this
period of time as aligned with the Convention Center’s long-term capital plan.
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No new debt service is forecast and all existing debt service, including the projected debt
service from dome replacement, is fully funded.

The General Fund will be transferring sufficient funds to the Convention Center to meet the
Convention Center’s operating and non-operating expenditure needs.

Mayor’'s Recommended Budget
The Mayor’'s recommended no changes to this fund.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.

Convention Center Related Programs
The Convention Center has four programs associated with the Fund:

Minneapolis Convention Center Events Program
Convention centers exist to provide an economic impact on the community.

The Convention Center Events Program provides sales, event coordination, delivery of audio
visual, utility, security and guest services to international, national, regional, state and local
clients and their attendees. This program also includes the City's contract with Meet
Minneapolis, which provides sales services for the Convention Center as well as destination
marketing for the City of Minneapolis.

Convention Center events have an economic impact on the City as these clients and attendees
purchase goods and services from the Convention Center as well as local businesses,
contributing to a vibrant downtown. Meet Minneapolis also pursues leisure travelers and
sponsorship opportunities.

Minneapolis Convention Center Facilities Program

The Convention Center Facility Program provides the physical building and grounds of the
Convention Center as well as the staff to maintain this City asset. The Events Program utilizes
the facility to sell and host events. The Facilities Program includes repair and maintenance
expenditures.

Minneapolis Convention Center Tallmadge Program

The Convention Center Tallmadge Building is currently operated as an office building that is
leased to local businesses. The future of the Tallmadge Building will be evaluated and decided
upon.

Target Center Program

The Target Center program provides capital funds and an operating subsidy through a
contractual agreement with its operator, AEG for this City-owned facility.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Convention Center Special Revenue Fund
% Chg
2013 2014 2015 2015 2016 From 2015( 2017 2018 2019
Actual Actual | Budget Projected | Budget Projected [ Forecast Forecast Forecast
Source of Funds:
Operating Revenues:
Charges for Services 5,788 6,048 6,200 6,200 6,000 -3.2% 6,350 6,100 6,200
Rents and Commissions 7,238 6,819 7,597 7,602 7,197 -5.3% 7,650 7,500 7,500
Other Miscellaneous Operating 3,223 3,726 3,650 3,650 3,500 -4.1% 3,500 3,400 3,500
Sub-Total 16,249 16,593 | 17,447 17,452 | 16,697 -4.3%| 17,500 17,000 17,200
Non-Operating Revenues:
Sales Tax 32,598 - - - - 0.0% - - -
Restaurant Tax 11,874 - - - - 0.0% - - -
Liquor Tax 5,087 - - - - 0.0% - - -
Lodging Tax 6,749 - - - - 0.0% - - -
Interest (64) 345 396 224 184 -17.9% 187 191 195
Other Misc Non Operating 457 496 164 213 114 -46.5% 63 13 -
Sub-Total 56,701 841 560 437 298 -31.8% 250 204 195
Total 72,952 17,434 | 18,007 17,889 | 16,995 -5.0%| 17,750 17,204 17,395
Use of Funds:
Convention Center Operations 23,856 25,506 | 26,503 26,239 | 25,924 -1.2% 26,702 27,503 28,328
Ongoing Equipment/Improvement 5,720 10,054 | 13,894 10,150 | 10,628 4.7% 9,453 7,833 11,436
Meet Minneapolis 8,767 9,461 | 10,071 10,031 9,905 -1.3% 10,103 10,305 10,511
Capital Improvements - Domes 376 - - - - 0.0% - - -
Transfer to Gen Fund 5,250 - - 0.0% - - -
Transfer to Debt Service 16,766 16,906 | 23,462 23,462 | 24,092 38.8%| 24,159 24,811 26,863
Transfer to Debt Service - Domes 586 1,774 1,040 1,040 520 -41.4% 510 - -
Transfer to Parking Fund for Debt Service 3,729 - - 0.0% - - -
Transfer to Parking Fund - Operating Subsidy 1,000 - - 0.0% - - -
Total Transfers Out 27,331 18,680 | 24,502 24,502 | 24,612 0.4%| 24,669 24,811 26,863
Total 66,050 63,701 | 74,970 70,922 | 71,069 0.2%| 70,927 70,452 77,138
Transfer from General Fund - 46,593 | 50,340 50,340 [ 50,050 -0.6%| 50,500 50,500 50,500
Net Income 6,902 326 | (6,623) (2,693)| (4,024) 49.4%| (2,677) (2,748) (9,243)
Fund Balance/Retained Earnings:
Beginning Balance 53,225 60,128 | 60,454 60,454 | 63,161 4.5%| 59,137 56,460 53,712
Ending Balance 60,128 60,454 | 59,231 63,161 | 59,137 -6.4%| 56,460 53,712 44,469
Ending Cash Balance 49,516 57,618 | 56,395 60,325 | 56,301 -6.7%| 53,624 50,876 41,633
Convention Center Facility Reserve Fund Balance 5,400 5,400 - - - 0.0% - - -
Notes:
In 2004, Meet Minneapolis entered into a $2.5 million loan agreement with the City for its joint venture Internet Destination Sales System (iDSS). In 2005, Meet
Minneapolis requested that the Council advance an additional $2.5 million for the project. In August 2005, the loans were rolled together and a promissory note
was issued for $5 million. In April of 2006, the City entered into a 3rd loan agreement for $5 million for additonal iDSS start up capital. The three loans were
consolidated for a total of $10 million. The $10 million consolidated loan will have a 10 year amortization of principle (2008-2017) repaid in full in 2017 at a 5%
interest rate. The note repayment for the loan is pledged against assets, future appropriation from the City funding, and profit from the iDSS. In November 2014,
Meet Minneapolis sold the iDSS, but the loan payments will continue to be made to the City.
In 2011, IT began transferring $1.5 million annually to the MCC with a final payment of $1.75 million in 2016 to repay its loan from the MCC.
The loan is being accounted for on the balance sheet.
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City of Minneapolis
2016 Budget
Financial Plan

Neighborhood and Community Relations Special Revenue Fund

Background

The Neighborhood & Community Relations (NCR) Special Revenue Fund accounts for
neighborhood revitalization efforts funded by the revenues of the Consolidated Redevelopment
Tax Increment Financing District. The district was established pursuant to special legislation
adopted in 2008, and must be decertified no later than December 31, 2020. The tax increment
revenue generated by the Consolidated TIF District, for neighborhood revitalization purposes,
may be spent anywhere within the City of Minneapolis. The Fund is used primarily for
community engagement and neighborhood-based initiatives, as well as 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 decided to reduce property tax levies in 2012-2013 by using
reprogrammed NRP resources ($10 million) to fund neighborhood revitalization services for
these two years. Projected revenue in 2015 is about 9% more than the budgeted revenue due
to a growth in property values within the TIF district. General Fund contribution to NCR has
become minimal in 2015, as this special revenue fund now provides the resources for NCR
operations.

2016 Budget

Revenues

Revenues for the Neighborhood and Community Relations Special Revenue Fund are budgeted
in 2016 at $6.1 million based on the consolidated tax increment plan allocation for the district.
2015 revenue budget is $6.2 million and 2014 revenue realized was $5.5 million.

Expenditures

Expenditures for the Neighborhood and Community Relations special revenue fund include
access and outreach support, coordinated engagement services and neighborhood
engagement and support programs. The total expenditures budgeted for 2016 is $6.1 million
and it is comparable to the 2015 expenditure budget of $6.2 million.

Mayor’s Recommended Budget
The Mayor’'s recommended no changes to this fund.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

NCR Special Revenue Fund

% Chg
2013 2014 2015 2015 2016  From 2015 2017 2018 2019
Actual Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast

Source of Funds
Operating Revenues:

Charge for services 19 6 - - - 0.0% - - -
Non-Operating Revenues: 0.0%

Transfer from Tl funds 1,200 5,520 6,225 6,225 6,127 -1.6% 6,200 6,250 6,300
Total Source of Funds 1,219 5,526 6,225 6,225 6,127 0.0% 6,200 6,250 6,300

Use of Funds
Community Services -

Personal Services 539 502 811 811 1,185 46.1% 1,200 1,300 1,400

Fringes 181 156 360 360 460 27.8% 468 507 546

Contractual Services 730 2,381 4,910 4,185 4,348 3.9% 4,297 4,208 4,119

Materials / Other 67 99 144 144 134 -6.9% 135 135 135
Total Use of Funds 1,517 3,138 6,225 5,500 6,127 11.4% 6,100 6,150 6,200
Net Income for Operations (298) 2,388 - 725 - -100.0% 100 100 100
Beginning Fund Balance 948 649 3,037 3,037 3,037 0.0% 3,037 3,137 3,237
Ending Fund Balance 649 3,037 3,037 3,762 3,037 -19.3% 3,137 3,237 3,337
Ending Cash Balance 681 3,064 3,067 3,792 3,067 -19.1% 3,167 3,287 3,367
Notes:

Neighborhood & Community Relations (NCR) Special revenue fund 01800 accounts for neighborhood vitalization efforts funded by the revenul
Consolidated Redevelopment Tax Increment Financing District.
This Fund is used primarily for community engagement and neighborhood -based initiatives.
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2016 Budget
Financial Plan

Police Special Revenue Fund

Background

The Police Special Revenue Fund accounts for the City’s revenues and expenses related to
federal and state administrative forfeitures, lawful gambling, automated pawn system, and the
Workforce Director scheduling and payroll system. The automated pawn and Workforce Director
systems are proprietary software systems that are owned and managed by the City of
Minneapolis and recover expenses from use agreements with other governmental entities.

Historical Financial Performance

The accumulated fund balance for year ending 2014 was $1.1 million. This was an increase
from the 2013 fund balance of $1.0 million. Prior to 2013 the fund balance had been decreasing
primarily due to expenses exceeding revenues related to the automated pawn and Workforce
Director systems. The rates related to the automated pawn system have since been increased
to cover costs. This has helped to stabilize the cash balance at $1.1 million.

2016 Budget

Revenues

The total revenue budgeted for 2016 is $2.2 million, which is slightly higher than the $2.1 million
in total revenue budgeted for 2015. Revenues for the Police Special Revenue Fund have
increased from $2.0 million in 2013 to $2.3 million in 2014.

Expenditures

The total expenditures budgeted for 2016 is $2.2 million, which is slightly higher than the total
budgeted for 2015 at $2.1 million. Expenditures for the Police Special Revenue Fund increased
from $1.8 million in 2013 to $2.2 million in 2014. Consistent with citywide budget assumptions,
future personnel expenses are projected to increase by 2.5% annually; this expense will be
covered by corresponding rate increases in the services charged to other jurisdictions.

Mayor’'s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Police Special Revenue Fund

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019
Actual Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast

Source of Funds:

Charges for Services and Sales 1,479 1,660 1,555 1,555 1,565 0.6% 1,591 1,618 1,646
Fines and Forfeits 362 464 400 400 400 0.0% 400 400 400
Taxes 157 131 177 177 182 2.7% 182 182 182
Total Source of Funds 1,997 2,255 2,132 2,132 2,147 0.7% 2,173 2,200 2,228

Use of Funds:

Personal Services 741 782 726 726 829 14.1% 849 870 892

Fringes 201 213 194 194 223 14.7% 229 234 240

Contractual Services 740 815 880 880 716 -18.7% 716 716 716

Materials / Other 155 352 332 332 380 0.0% 380 380 380
Total Use of Funds 1,836 2,161 2,132 2132 | 2,147 0.7% 2,173 2,200 2,228
Net Change in Fund Balance® 161 94 - - - - - -
Fund Balance * 1,002 1,096 1,096 1,096 1,096 1,096 1,096 1,096
Cash Balance 1,074 978 978 978 978 978 978 978
Target Cash Reserve’ 275 324 320 320 265 269 273 277
Variance Cash to Target Reserve 799 654 658 658 713 709 705 701
Notes:

* Assumed 2.5% wage and fringe expense increases for 2017 to 2019 and revenue balanced by increases in Sales.
' The Net Change in Fund Balance and fund balance for 2013 and 2014 are the amounts recorded in the CAFR.
The target cash reserve is in accordance with the financial reserve policy of 15% of the operating budget.
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2016 Budget
Financial Plan

Regulatory Services Special Revenue Fund

Background

The Regulatory Services Special Revenue Fund accounts for the City’s nuisance building
abatement efforts and is primarily managed by the Regulatory Services Department with the
assistance of the Finance & Property Services Department. The Fund is used not only for the
abatement of buildings that have been deemed to be in nuisance condition pursuant to Chapter
249 but also 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. In 2013, the
Construction Code Services department of Regulatory Services was transferred to the
Community Planning and Economic Development (CPED) Department. 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 is the result of various initiatives in previous years and the availability of
grant funds to pay for certain eligible expenses. Neither of these revenue sources is projected to
continue, leaving special assessments and direct property owner charges as the only sources of
revenue for this fund. These resources will face challenges in 2016 and beyond, including lower
than expected assessment collections and reductions in grant allocations.

2016 Budget

Revenues

Revenues for the Regulatory Services Special Revenue Fund have been declining since 2011.
The total revenue budgeted for 2016 is $3.1 million; $3.0 million of this is from special
assessments. In 2016 Regulatory Services’ share of these revenues is $2.8 million and CPED’s
share is $300,000. Revenue in future years is projected to decline by 10% annually.

Expenditures

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. In order to continue to spend down fund balance, total budgeted expenditures for 2016
are $5.1 million or $2.0 million in excess of revenue. Regulatory Services’ appropriation is $4.9
million, and CPED’s appropriation is $217,648.

Mayor’'s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The City Council adopted the Mayor’s recommendation.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Regulatory Services Special Revenue Fund
% Chg
2013 2014 2015 2015 2016 From 2015 2017 2018 2019
Actual Actual [ Budget Projected | Budget Projected |[Forecast Forecast Forecast
Source of Funds:
Charges for Services and Sales 102 105 97 238 96 -59.7% 175 175 175
Licenses and Permits 198 197 - - - 0.0% - - -
Fines and Forfeits 29 33 5 8 3 -62.5% 3 3 3
Special Assessments 3,571 3,044 | 3,719 3,187 | 2,984 -6.4% 2,821 2,671 2,529
Other Misc. Revenue 7 35 - 6 - 0.0% - - -
Total Source of Funds 3,907 3414 | 3,821 3,439 | 3,083 -10.4% 2,999 2,849 2,707
Use of Funds:
Personal Services 1,781 1,795 | 2,435 2470 2,394 -3.1% 2,200 2,100 1,800
Fringes 623 645 713 905 792 -12.5% 750 675 575
Contractual Services 937 1,126 | 1,536 1,052 ( 1,463 39.1% 800 675 650
Materials/Other 173 32 103 76 29 -61.8% 28 25 25
Capital 128 249 547 475 425 -10.5% - - -
Total Use of Funds 3,642 3,847 | 5,334 4978 | 5,103 2.5% 3,778 3,475 3,050
Net Change in Fund Balance 265 (433)| (1,513) (1,539) (2,020) -27.0% (779) (626) (343)
Fund Balance:
Beginning Balance 5,207 5,471 5,038 5,038 | 3,499 1,479 700 74
Ending Balance 5,471 5,038 [ 3,525 3,499 [ 1,479 700 74 (269)
Ending Cash Balance 5495 5135| 3,622 3,596 [ 1,576 797 171 (172)
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Municipal Parking Fund

Background

The Municipal Parking Fund accounts for the operation and maintenance of parking ramps, lots,
on-street parking, and a municipal impound lot. Major parking capital construction and related
activities also occur in this fund.

Historical Financial Performance

The financial condition of the Parking Fund has historically been stable, but it continues to
experience financial challenges due to remaining debt levels and funding needs by other City
functions. The fund generates positive retained earnings and is capable of satisfying its debt
service while restoring its productive assets. The fund still has transfers or dividend payments
leading to cash balances being lower than financial policy goals. Parking Fund revenues and
expenses are generated from these three lines of activities:

o Off-street parking

e On-street parking

e |Impound Lot operations

For historical trends, the 2013 and 2014 operating revenues and expenses are presented in the
2016 Parking Fund budget chart (see following pages).The parking system creates a positive
cash flow from parking operations.

Nearly all of the capital costs of the ramps have been financed by debt. Future capital costs are
anticipated to be paid for from the cash balance rather than additional debt.

The fund also receives tax increment transfers to pay part of major development projects in the
downtown area. For 2016 and beyond there will be $0.5 million collected.

The Parking Fund cash balance at year-end 2014 was $10.5 million. Based on current,
proposed, and projected budgets, the Parking Fund cash balance will remain positive and
continue to increase from current levels.

2016 Budget Source of Funds
($61.6 million)
Other
Revenues_ i Charges for Sales 1% Transnfers In
The parking system operating revenue budget for 2016 2% 1%

increased by 2.7% to $61.1 million from $60.0 million
projected revenue for 2015. The 2016 revenue budget
incorporates an increase in on-street revenues due to
implementation of new smart-meters and associated
operational changes, a decrease in impounding revenues due
to a decline in day-to-day tows, a decrease in auction
revenues due to a decline in scrap metal prices, and a slight
increase in off-street revenues.

Charges for Service
96%
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Off-Street System Revenue Assumptions (2016)
Utilization Percentage in 2014 | 83%
Number of Parking Stalls in the system | 20,238
Forecasted Revenue increase | 2015 1.0%
2016 1.5%
2017 1.5%
Assumed rate increases (if any) | 1.0%
System-wide average event rate | $10.00
System-wide average daily rate | $9.00
System wide average monthly rate | $150.00
Number of new stalls in the system | 2015 (175)

2016 0
2017 0
Parking Fund Revenues
(in thousands of dollars)
80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000
0
Actual Actual Projected Budget Forecast Forecast Forecast
2013 2014 2015 2016 2017 2018 2019
BProceeds of Long Term Liabilities  @Transfers In from Convention Center Fund*  @Tax Increment Transfers In OOther Misc Revenues

i Use of Funds
Expenditures ($59.1 million)

The parking system operating budget for 2016 stands at $38.9 Transportation
million which is a 3.3% increase from 2015 projected 4%
expenditures. The decrease for 2016 is due to alignment with
historical actuals. The capital budget for 2016 is set at $2.2
million which is an increase due to planned repair and
improvement work in the City-owned parking facilities.

Debt Service
17%

Transfers
13%

Parking Fund Expenditures

(in thousands of dollars)

80,000
60,000
40,000
20,000
0
Actual Actual Projected Budget Forecast Forecast Forecast
2013 2014 2015 2016 2017 2018 2019
@Transfers Out @mDebt Service mPW-Trafiic & Parking OPW-Trafiic & Parking Capital
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Debt Service

Total debt service, which includes principal and interest on bonds issued for construction of
municipal parking ramps, is $10.2 million for 2016. Opportunities to reduce debt continue to be
examined.

Transfers

In 2016 the General Fund transfer decreases by $0.2 million and the Target Center Arena Fund
transfer increases by $0.2 million from 2015. An annual transfer of $146,000 to the Solid Waste
and Recycling fund supports service for bus shelter litter containers.

Net Position
The Parking Fund expects net position to increase in 2016.

Mayor’s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Municipal Parking Fund
% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019
Actual Actual | Budget Projected [ Budget Projected | Forecast Forecast Forecast
Source of Funds:
Licenses and Permits 331 349 275 413 316 -23.5% 326 336 346
Charges for Service, Sales/Permits 56,348 55,982 58,607 57,925 59,250 2.3%| 60,896 62,594 64,341
Charges for Sales 1,290 1,462 1,000 1,060 1,000 -5.7% 1,000 1,000 1,000
Special Assessments 25 13 543 131 543 314.5% 543 543 543
Federal Grant 177 37 - - - 0.0% - - -
Rents (Transportation) 2 2 - - - 0.0% - - -
Other Misc Revenues 12 20 - - - 0.0% - - -
Total Operating Revenue 58,185 57,865 | 60,425 59,529 | 61,109 2.7%| 62,765 64,473 66,230
Transfer IN
Tax Increment Transfers In 6,893 373 424 424 536 26.4% 536 536 536
Transfers In from Convention Center Fund* 4,729 - - - - 0.0% - - -
Total Transfers In 11,622 373 424 424 536 26.4% 536 536 536
Proceeds of Long Term Liabilities 2,655 - - - - 0.0% - - -
Total Source of Funds 72,462 58,238 | 60,849 59,953 | 61,645 2.8%| 63,301 65,009 66,766
Use of Funds:
Debt Service 18,631 13,479 | 10,628 10,628 | 10,172 -4.3%| 10,335 10,267 11,716
Transfer Out
General Fund Transfer Out 7,918 2,323 4,148 4,148 3,919 -5.5% 3,959 4,078 4,200
Target Arena Transfer Out 3,129 3,323 3,623 3,623 3,728 5.8% 3,728 3,940 4,158
Debt Service Transfer Out 41 - - - - 0.0% - - -
Sanitation Transfer Out 146 146 146 146 146 0.0% 146 146 146
Total Transfers Out 11,234 5,792 7,817 7,817 7,793 -0.3% 7,833 8,164 8,504
PW-Traffic & Parking 37,745 37,588 | 37,883 37,645 | 38,888 3.3%| 39,885 40,909 41,962
PW-Traffic & Parking Capital 1,124 415 1,700 1,700 2,200 29.4% 1,700 1,700 1,700
Total Use of Funds 68,734 57,274 | 58,028 57,790 | 59,053 2.2%| 59,753 61,040 63,882
Change in Net Position 9,871 5,636 3,411 1,053 2,592 3,362 3,973 4,579
Net Position 172,628 178,263 | 181,674 179,316 | 181,908 185,270 189,243 193,822
Cash Balances 13,304 10,498 | 15,019 12,661 15,834 19,382 23,351 26,235
* Beginning in 2014, local sales taxes previously credited to the Convention Center and transferred to the General Fund and Parking Fund are
credited to the General Fund.
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2016 Budget
Financial Plan

Sanitary Sewer Fund

Background

The Sanitary Sewer Fund accounts for the enterprise activity of wastewater collection and
treatment. Approximately 62% of the operating expenditures in the Sanitary Sewer Fund are
comprised of contractual payments made to the Metropolitan Council Environmental Services
(MCES) for sewage interceptor and treatment services. The Sanitary Sewer Fund portion is
approximately 95% of the total paid by the City to MCES with the remaining 5% being provided
by the Storm Water Fund. The fund also accounts for the operation, maintenance, City services,
design work, capital programs, transfers, and long-term debt services associated with the
sanitary sewer system.

Historical Financial Performance

Total 2014 revenues were $62.3 million compared to $68.2 million in 2013, a decrease of $5.9
million, or 9%, over 2013. Monthly service revenues and Sewer Availability Charges (SAC)
revenues account for $1.6 million of this decrease which is off-set slightly by an increase of
$400,000 in design revenues from capital programs. Additional decrease of $4.7 million is due
to reduction in bond proceeds that were used to fund capital projects in prior years. Sanitary
service revenue totaled $50.5 million, compared to the 2013 total of $51.4 million. This decrease
of $1 million is due to decrease in volume (usage). Usage charges are based upon the amount
of water used by the account holder. Any increase or decrease in SAC revenues corresponds to
a similar increase or decrease in SAC expenditures as SAC charges are passed through to
property owners and developers as a direct charge.

The expenditures for 2014 totaled $66.5 million compared to $62.5 million over 2013. This is an
increase of $4.0 million, or 6%, of which $2.2 million is due to increase in design and
maintenance work. Debt services contributed an additional $1.2 million increase along with
capital programs contributing $1.6 million in 2014 expenses; however, these were slightly off-set
by a decrease in transfers of $100,000 and $1.1 million in Met Council payments. Maintenance
and design expenditures reflect payments made to vendors and other City departments for fleet
services, supplies, repairs, and contractual services.

2016 Budget

Revenues Source of Funds
The total revenue budget for the Sanitary Sewer Fund for 2016 ($75.3 millions)
amounts to $75.3 million compared to the 2015 projected
revenues of $71.4 million, an increase of $3.9 million, or 5%. gev - from
Monthly utility billings, Sewer Access Charge (SAC) permits, Operations
design and miscellaneous activities, along with proceeds from 87%
capital programs are the revenue sources for the Sanitary

Sewer Fund. Revenues from operations account for 87% of

the budget with the remaining 13% coming from bond

proceeds and re-imbursements from capital programs. Sanitary sewer rates are comprised of

Rev - from
Capital
13%
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variable and fixed rates. For 2016, the variable sewer rate is proposed at $3.39 per one hundred
cubic feet (one unit, or 748 gallons) compared to $3.21 for 2015, while the fixed rate is set at
$4.30 compared to $3.80. Revenue estimates were increased to fund sanitary treatment
programs, upgrade Hiawatha facility, televise and rehab the sanitary system, develop Nicollet
Mall, and pay for debt services and shared meter costs.

Utility
Rate (cost per 100 %
Year . Average Revenue from
per cubic feet) Increase Monthly Bill | variable rates
2016 $3.39 5.61% $20.34 $49.9 million
2017 $3.55 4.72% $21.30 $52.2 million
2018 $3.71 4.51% $22.26 $54.6 million
2019 $3.89 4.85% $23.34 $57.2 million
2020 $4.07 4.63% $24.42 $59.9 million
Sanitary Sewer Fund Revenues
(in thousands of dollars)
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Use of Funds
$75.0 million

Expenditures

The total expense budget for 2016 amounts to $75.0 million
compared to $72.1 million projected for 2015. This is an
increase of $2.9 million, or 4%, over 2015 projections. Admin,
maintenance and design activities, interdepartmental City
services, waste treatment charges, transfers, capital programs,
and long-term debt are included in these expenses. An
increase of $2.8 million in Met Council expenditures is due to an

City
Services
7%

Admin
0.7%

Debt Srvc
4%
Capital
14%
\/ Transfers

Met
Council
61%

1.5%

increase in MCES rates over 2015. Met Council sets the rate for
treatment services, referred to as Municipal Water Charges
(MWC), which is allocated regionally to all users of the system
based upon their proportionate use. Upgrades to the Hiawatha

Design
1%

Maintena
nce
10%

facility, purchase of the Maximo license, and supplemental cleaning work increased the
maintenance budget by $500,000. An additional increase of $400,000 is the result of increases
in personnel, overheads, rent, and MERF retirement expenses in Admin and City service
departments. However, the decrease of $(800,000) in debt service and capital programs
provides for an off-set against overall increase in the 2016 expense budget.
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Capital programs for 2016 include inflow/infiltration and sewer tunnel rehab programs. An
additional component of capital program includes repair work on existing infrastructures. Capital
expenses for 2016 total $10.6 million which is $300,000 less than the projected total of $10.9
million for 2015. 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 2016 is $39.3 million, a 5% increase over 2015. The Sanitary
Sewer Fund bears 95%, or $37.3 million, of this cost with the remaining $2.0 million paid from
the Storm Water Fund. Minneapolis is the largest customer in the MCES system. (Please note
this 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).

Debt Service & Transfers

For 2016, $2.1 million is set aside as debt service payments for bonds that were sold in prior
years to fund capital programs. An additional $1.1 million is estimated to be incurred as debt
service arising from the current year’s capital programs. A transfer from this fund is made to the
Water fund to cover shared meter expenses. For 2016, the transfer is estimated at $1.3 million.

Sanitary Sewer Fund Expenditures
(in thousands of dollars)
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Fund Balance
The Sanitary Sewer Fund plans to use $1.8 million from its cash reserve to fund future and
deferred capital programs and debt service payments.

Mayor Recommended Budget

The Department has proposed an increase in the 2016 utility rates with a variable rate increase
from $3.21 to $3.39 per unit and a fixed rate increase from $3.80 to $4.30 to pay for expenses
as described above under the Expenditures subheading.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Sanitary Sewer Fund

% Chg
2013 2014 2015 2015 2016  From 2015| 2017 2018 2019
Actual Actual | Budget Projected| Budget Projected | Forecast Forecast Forecast

Source of Funds:

Charges for Service 51,420 50,513 | 53,754 52,428 | 56,822 8.4%| 59,978 63,133 66,583
SAC Revenues 8,769 8,050 8,000 7,201 8,000 11.1% 8,000 8,000 8,000
Other Misc Revenues 563 1,012 879 1,150 928 -19.3% 915 915 915
Charges for Service - Capital 1,100 1,139 1,000 1,000 1,000 0.0% 1,000 1,000 1,000
Proceeds from Long Term Liabilities 6,300 1,578 5,200 9,650 8,550 0.0% 7,250 7,250 7,250
Total Source of Funds 68,151 62,291 68,833 71,430 | 75,300 54%| 77,143 80,298 83,748

Use of Funds:

PW-Sewer Design 292 588 709 1,003 791 -21.1% 811 833 854
PW-Sewer Maintenance 5,301 7,142 7,094 7,346 7,798 6.2% 6,608 6,896 7,056
MERF Debt Service -New Plan 292 292 292 292 310 6.2% 210 210 210
Met Council Environment Srvcs 41,769 40,713 | 43,515 42,620 | 45,445 6.6%| 47,833 50,015 52,611
Payment for City Services 4,317 4,500 4,882 4,743 5,042 6.3% 5,126 5,212 5,299
PW - Sewer Admin - - 342 158 544 244.3% 456 468 480
Debt Service 4,320 5,564 3,761 3,761 2,136 -43.2% 876 1,560 1,530
Future Debt Service - - - - 1,103 100.0% 2,808 4,102 5,396
Transfers
To MERF/Gen Debt Service 109 - - - - 0.0% - - -
To Water Fund 1,149 1,157 1,285 1,285 1,328 3.3% 1,328 1,328 1,328
PW- Capital Programs 4,937 6,551 7,425 10,875 10,550 -3.0% 9,250 9,250 9,250
Total Use of Funds 62,485 66,507 | 69,305 72,083 | 75,047 41%| 75,306 79,873 84,015
Deferred Capital Projects-Rev Funded - - 2,000 2,831 2,100 100.0% - - -
Change in Net Position 5,666 (4,215)| (2,471) (3,486)| (1,846) 1,837 425 (268)
Net Position Balance 114,438 118,582 | 116,111 115,096 | 113,250 115,087 115,512 115,243

Cash Balances

Operating Cash 23,640 18,719 | 16,649 15,634 | 13,787 15,624 16,048 15,780
Construction Cash 1,679 401 - - - - - -
Total Cash Balance 25319 19,120 | 16,649 15,634 | 13,787 15,624 16,048 15,780
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City of Minneapolis
2016 Budget
Financial Plan

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, and recycling materials pickups. It also operates a solid
waste transfer station providing service to over 106,000 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. The Fund also receives grants from Hennepin County. Additional revenue is
generated through recyclable sales, miscellaneous services, graffiti, and organic programs.

Historical Financial Performance

The overall financial condition of the Solid Waste and Recycling Fund has remained stable over
the years despite implementing one sort program at a cost of $5.3 million and an organic
program set for 2015 which is projected to cost an additional $3.6 million. Total revenues for
year 2014 were at $32.9 million compared to $31.9 million in 2013. The increase in revenues of
$800,000 from monthly solid waste collection fees and miscellaneous services was off-set by a
decrease in revenues of $500,000 in scrap metal sales. However, graffiti revenues, amounting
to $700,000, transferred in from the General Fund, put the year’s increase to $1.0 million. The
monthly utility revenues increased due to increase in base rates from $17.00 per dwelling units,
in 2013 to $17.60 for 2014.

Total expenditures for 2014 came to $31.7 million compared to $35.9 million for 2013, decrease
of $4.2 million, or 12%. Approximately $5.3 million of this decrease is related to implementation
and purchases of equipment for one-sort recycling program completed in 2013. The additional
decrease of $700,000 is due to the removal of transfer to General Fund for alley plowing. These
decreases were off-set by an increase of $1.8 million related to equipment and vehicle
purchases, City services, and various operating costs. The 2014 year-end cash balance for this
fund was $19.7 million compared to $17.8 million in 2013.

For 2015, utility revenues from collection services are projected to reach $35.2 million, and the
total revenues for the fund are projected at $38.2 million. Expenses for the Solid Waste and
Recycling Fund are projected to be $35.8 million. This amounts to a projected surplus of $2.4
million.

2016 Budget
Revenues

The total revenue budget for the Fund for 2016 amounts to $46.1 million compared to $38.2
million projected for 2015. This is an increase of $7.9 million over the 2015 projection. Service
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revenue has been estimated at $36.5 million which is Local Misc - Transfers
$1.2 million more than the projection for 2015. Bond  Governmnt e/ w
proceeds are estimated at $7.0 million to fund capital 2% / __Capital
program scheduled for the year. / T 1%
Chargesfor
Revenue Assumptions (2016) e
Number of dwelling units | 106,300
For 2016, the utility rate for solid waste and recycling
has been proposed at $22.89 per dwelling unit per
month as a base fee. Monthly charges for large and
small disposal carts are the same as 2015 which were  chargesfor— " Source of Funds
set at $5 and $2, respectively. Funds from local  Service $46.1 million

. . . 79%
governments include a Hennepin County recycling

grant of $1.1 million. Revenues generated from debris removals, special district maintenance,
and various miscellaneous sources are estimated at $500,000. An additional $400,000 is
expected to be generated from other City departments for graffiti related work done on streets,
bridges and other City properties.

Solid Waste Fund Revenues
(in thousands of dollars)

60,000
[——]

48,000
36,000 =

= =
24,000
12,000

Actual Actual Projected Budget Forecast Forecast Forecast

2013 2014 2015 2016 2017 2018 2019

BCharges for Service BCharges for Sales Local Government BCapital @O0ther Revenues: Spec Asmts, Tsfrs, Misc

Expenditures

The total expenditure budget for 2016 amounts to $47.1 million compared to $35.8 million
projected for 2015, an increase of $11.3 million, or 31.5%. The operating budget at $40.1 million
accounts for 85% of the total budget. The remaining 15% is for facility construction for which
$7.0 million is proposed under capital improvements. The increase of $4.3 million in the
operating budget, compared to the 2015 projection reflects the following changes: (i) continued
implementation of a planned City-wide Organics program with 18 full time employees with
estimated increase in salaries and fringes by $1.2 million; (ii) step-up and outreach programs
along with zero-waste and other recycling studies which are expected to result in additional cost
increases of $200,000 in time, labor, and contractual services; (iii) the replacement of trucks and
vehicles costing $700,000; (iv) increased costs from SWIS software system upgrade amounting
to $1.0 million; and (v) increase in garbage, TV, mattress, and organics collection and hauling
contracts by $1.2 million.
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Solid Waste Fund Expenditures
(in thousands of dollars)
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Transfers

The Solid Waste and Recycling Fund will continue to receive $146,000 from the Parking Fund
for litter container pick-ups in the downtown area. The Fund has been receiving an annual
transfer from the General Fund for graffiti removal and micro grants. For 2016, General Fund
transfers include $423,000 for graffiti and $50,000 for a zero-waste study program. These
transfers are expected to continue into the future with variations in programs and amounts.

Debt Service

This fund does not have any capital debt service payments in 2015. However, with a capital
program funded through bond sales set for 2016, the Fund anticipates $1.0 million in payments,
which would include principal and interest starting in 2017. These payments will continue on a
yearly basis based on the debt service schedule.

Fund Balance
In 2016 the Solid Waste and Recycling Fund plans to use some of their excess cash reserve to
fund capital improvements in the amount of $1.03 million.

Mayor’'s Recommended Budget

The Department has proposed to increase the base fee for collection and hauling to $22.89 per
dwelling unit, an increase of $1.30 over the 2015 utility rate in order to fund increase in salaries,
fringes, contractual and operating services.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Solid Waste Fund

% Chg
2013 2014 2015 2015 2016 From 2015 2017 2018 2019

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

Sources of Funds:

Local Government 890 872 880 1,315 | 1,080 -17.9% 1,080 1,080 1,080
Charges for Service 28,802 29,380 | 34,617 35,223 | 36,452 3.5%| 37,328 38,231 39,160
Charges for Sales 794 338 300 342 - -100.0% - - -
Special Assessments 142 106 - - - 0.0% - - -
Other Misc Revenues, Rents 940 1,231 920 860 920 7.0% 920 920 920
Long Term Proceeds - Capital - - 3,000 - 7,000 100.0%| 15,000 - -
Operating Transfers In:
From Parking Fund 146 146 146 146 146 0.0% 146 146 146
From General Fund - Graffiti - 695 325 325 423 30.2% 438 453 468
From General Fund 150 125 - - 50 100.0% 75 75 75
Total Source of Funds 31,864 32,893 | 40,188 38,211 | 46,071 20.6%| 54,987 40,905 41,849

Use of Funds:

PW-Solid Waste 29,879 31,656 | 40,527 35,818 | 40,101 12.0%| 40,146 40,408 40,863
Transfers
To General Fund 700 - - - - 0.0% - - -
General Services Capital
Capital 5,328 - 3,000 - 7,000 100.0%| 15,000 - -
Debt Service - - - - - 100.0% 1,000 1,841 1,841
Total Use of Funds 35,907 31,656 | 43,527 35,818 | 47,101 31.5%| 56,146 42,249 42704
Change in Net Position (4,043) 1,237 | (3,339) 2,393 | (1,029) (1,159)  (1,345) (855)
Net Position Balance 26,874 28,111 | 24,772 30,504 | 29,474 28,315 26,970 26,115
Cash Balance 17,794 19,729 | 16,390 22,122 | 21,093 19,934 18,589 17,734
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City of Minneapolis
2016 Budget
Financial Plan

Stormwater Fund

Background

The storm water collection and street cleaning programs make up the budget for the Stormwater
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 Stormwater Fund is used for sanitary
water interceptor and treatment services, a function carried out through the Metropolitan Council
Environmental Services (MCES). The Fund also accounts for the Combined Sewer Overflow
(CSO) program, which separates storm water from the sanitary sewer lines.

Historical Financial Performance

In 2014 total revenues decreased to $43.7 million compared to $45.1 million in 2013. Bond
revenues account for $4.2 million of the decrease. This was off-set by an increase of $2.9
million in operating and capital revenues bringing the net decrease to $1.3 million. Capital
projects in 2014 were paid out of fund balance, replacing bond sales as a source of funding.
Total expenditures in 2014 amounted to $45.4 million compared to $41.5 million for 2013, an
increase of $3.9 million, or 9.4%. Capital programs account for $8.0 million of this increase.
This increase was reduced by $4.1 million due to decreases in maintenance, tunnel rehab, debt
services, and design activities.

2016 Budget

Revenues

The 2016 revenue budget totals $43.2 million, SSyrs miin®
compared to $45.3 million projected for 2015, reflecting overaions
a decrease of $2.2 million, or 5.0%. The charges for "o
service revenue, estimated at $37.3 million, is $300,000

less than the 2015 projection due to anticipated decline

in usage (ESU unit) even though utility rate is continued

at $11.94 per ESU without a change over 2015. Design

and miscellaneous revenues are estimated to increase

by $800,000 due to increase in capital project related design activities. Capital programs are
estimated to lose $2.7 million in revenue since all funding is aimed to be furnished from
reserves.

Capital
— 5I°.-'n

Planned rates

vear Rate.per ESU . % Total Plg.nned Revenue
(Equivalent Stormwater Unit) | Increase | from Utility Fee

2016 $11.94 0.0% $37.3 million

2017 $11.94 0.0% $37.3 million

2018 $11.94 0.0% $37.3 million

2019 $11.94 0.0% $37.3 million

2020 $11.94 0.0% $37.3 million
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Stormwater Fund Revenues
_(in thousands of dollars)
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Expenditures

The 2016 total expenditure budget for the Stormwater Fund amounts to $46.3 million compared
to $40.3 million projected for 2015, an increase of $6.0 million, or 15.0%. The fund’s operating
budget is used for design, maintenance, overflow programs, Met Council payments, City
services, and street cleaning. The operating budget for 2016 totals $29.1 million which is $2.9
million more than the $26.2 million projected for 2015. The increase is the result of
expenditures related to consultants, professional services, surveys, shared expenses with Park
Board, Maximo license, fleet services, maintenance, and clean-up works. Capital programs are
estimated at $14.5 million compared to $10.9 million projected for 2015. For 2016, $12.5 million
of capital projects are Storm revenue funded and the remaining $2.0 million are pay-as-you go.
The 2016 budget anticipates a decrease in net position of $9.7 million due to an additional $6.5
million in deferred capital expenditures approved in prior years.

Stormwater Fund Expenditures
(in thousands of dollars)
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Combined Sewer Overflow (CSO)

The Combined Sewer Overflow project started in 2004. Working with property owners, this
project aims to identify and disconnect roof drain overflow from the sanitary system. This is an
on-going program. For 2016, $350,000 has been allotted in the operating budget with additional
funding coming from the Capital programs.

Debt Service & Transfers

The 2016 budget includes funding for debt service payments that are primarily for bonds that
have been sold in prior years to finance the Combined Sewer Overflow (CSO) and flood
mitigation programs. For 2016, debt service payments are estimated at $2.6 million compared to
$3.0 million projected for 2015. Transfer-out of this fund covers environmental services program
in the General Fund for which $110,000 set aside.

Fund Balance
In 2016 the Storm Water Fund plans to use some of their excess cash reserve to fund capital
programs and reduce bonding as a funding source in the amount of $9.7 million.

Mayor Recommended Budget
The Department has proposed to continue 2016 storm water utility rate at $11.94 per ESU,
which is the same for 2015.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Storm Water Sewer Fund
% Chg
2013 2014 2015 2015 2016 From 2015 2017 2018 2019
Actual Actual Budget Projected | Budget Projected | Forecast Forecast Forecast
Source of Funds:
Federal Government 49 58 - - - 0.0% - - -
State Government 1,157 1,168 1,168 1,471 1,505 2.3% 1,542 1,574 1,610
Local Government 291 312 312 248 253 2.0% 256 259 266
Charges for Service-Operating 36,830 36,895 38,313 37,516 | 37,257 -0.7%| 37,257 37,257 37,257
Design & Misc Revenues 1,146 3,095 2,319 1,350 2,147 59.0% 2,086 2,865 2,022
Special Assessments 279 288 - - - 0.0% - - -
Grants Proceeds/Others - Capital - - 2,735 2,735 - 100.0% 6,783 5,625 -
Charges for Service-Capital 1,120 1,930 2,000 2,000 2,000 0.0% 2,000 2,000 2,000
Proceeds of Long Term Liabilities 4,180 - - - - 0.0% - 2,500 3,500
Total Source of Funds 45,051 43,746 | 46,847 45,320 | 43,162 -4.8%| 49,924 51,980 46,656
Use of Funds:
PW-Sewer Design 3,600 3,463 4,923 3,958 5,270 33.1% 4,998 4,970 4,955
PW-Field Services 7,868 7,173 9,190 8,800 8,563 2.7% 8,587 8,847 9,116
PW-Sewer Maintenance 4,679 5,156 6,965 6,240 7,229 15.8% 5,198 4,984 4,924
Metropolitan Council 1,745 1,725 1,844 1,862 1,992 7.0% 2,052 2,113 2,177
Payment for City Services 5,757 5,559 5,298 5,156 5173 0.3% 5,152 5,232 5,315
Admin - - 342 229 886 100.0% 801 815 829
Debt Service 7,602 4,085 3,030 3,030 2,600 -14.2% - - -
Transfers - 6 110 110 110 0.0% 110 110 110
PW- Capital 10,240 18,231 10,920 10,920 | 14,500 32.8%| 21,733 24,040 17,550
Total Use of Funds 41,491 45,398 | 42,621 40,304 | 46,323 14.9%| 48,631 51,111 45,506
Def.Capital Proj - Rev Funded - - 8,920 9,752 6,518 40 - -
Change in Net Assets 3,560 (1,652)[ (4,694) (4,736)[ (9,679) 1,252 868 1,150
Net Asset Balance 311,719 326,461 | 321,767 321,725 | 312,046 313,299 314,167 315,317
Cash Balances 36,354 34,961 30,266 30,223 | 20,544 21,796 22,664 23,815
Construction Cash 6 0 - - - - - -
Total Cash Balance 36,360 34,961 30,266 30,223 | 20,544 21,796 22,664 23,815
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Water Treatment and Distribution Services Fund

City of Minneapolis
2016 Budget
Financial Plan

Home

Background

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 City also sells water directly to seven
wholesale customers — the cities of Bloomington, Columbia Heights, Hilltop, Golden Valley, New
Hope, Crystal, and Edina, as well as the Metropolitan Airport.

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
2015. The following table shows the revenue earned from Minneapolis and suburban sales for
years 2013 — 2014, the projected 2015 revenue, and the 2016 budgeted revenue:

Source of Revenue 2013 2014 2015 Projected | 2016 Budget
Bloomington $3,385,177 $2,988,555 $2,983,932 $3,362,770
Columbia Heights| 1,168,255 1,198,178 1,166,263 1,314,331
Hilltop, 74,920 79,320 69,656 78,501
Joint Water Commission 5,903,381 5,691,483 6,027,698 6,792,972
Edina 238,592 181,090 202,542 228,256
MAC 836,893 857,281 781,919 897,300
Total Suburban| $11,607,218( $10,995,907 $11,232,009| $12,674,131
Volume Rate]  $55,738,712] $53,916,478 $53,466,494| $58,026,210
Fixed Rate 3,230,251 4,052,437 4,882,838 5,751,711
Total Minneapolis| $58,968,963] $57,968,915 $58,349,332[ $63,777,921
Total Revenue| $70,576,181 $68,964,822 $69,581,341| $76,452,052
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Water Fund Revenues
(In thousands of dollars)
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Water Fund Expenses
(In thousands of dollars)
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Revenues

The 2016 revenue budget of $92.2 million is $16.1M
more than the 2015 projected revenue budget of
$76.1 million. This increase is mainly due to a $13
million deferral of bond proceeds to 2016 from 2015
and by projected rate increases for the years 2016 —
2022 to pay debt service for the capital program
expenses and to repair infrastructure as well as to
cover anticipated growth in operating expenses.

Water Utility Rates

Reimbursed Capital
Revenue
2%

Transfers

Proceeds of Long
Term Liabilities
9%

QOther Operating
Revenue
5%

Water Sales -
Suburbs
14%

Water Sales - City -
Fixed Rate
6%

The budget includes a fixed rate charge based on meter size as well as a variable rate charge
of $3.45/unit. The fixed rate charge helps to cover the high 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.
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Projected Revenue from Suburban Water Charges for Services by Customer Consumption
S I (Based on 2014 Consumption)
ales Outside Residential
- Municipalities, Consumers, City,
Year % Total Revenue Earned from Utility Fee - 14% 970
Increase Suburbs
2014 10.09% $12.8 Million Government, 6%
2015 -4.18% $12.2 Million
Industrial, 4%
2016 3.50% $12.7 Million
2017 4.06% $13.2 Million Commercial
2018 | 3.69% $13.7 Million Consumiers. G,
Multiple Dwelling
2019 3.56% $14.2 Million Consumers, City,
22%
Projected Revenue from City Water Sales
Total Cost Per
Fixed Rate Rate (cost per Month for Total % Total Monthly Total Planned‘ .
Year M . Cost Increase Revenue from Utility
(5/8" Meter) 100 cubic feet) Average Increase
Consumer® per Household Fee
2014 $2.50 $3.32 $25.74 2.84% $0.71 $60.5 Million
2015 $3.00 $3.37 $26.59 3.30% $0.85 $62.8 Million
2016 $3.50 $3.45 $27.65 3.99% $1.06 $63.8 Million
2017 $4.00 $3.53 $28.71 3.83% $1.06 $65.9 Million
2018 $4.50 $3.61 $29.77 3.69% $1.06 $68.1 Million
2019 $5.00 $3.69 $30.83 3.56% $1.06 $70.3 Million
EXpenditureS Use of Funds

$93.1 Million

The 2016 expense budget is $93.1 million, a 23% increase from
2015 projected expenses of $75.7 million. The budget provides
funding for water treatment and distribution and the capital
improvement program. Current 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 2016 capital budget of $22.5 million represents a 95.8%
increase from the 2015 projected capital expenditures. This
increase is largely due to $13 million in capital projects rolled
over to 2016 from 2015 that reduces the projected 2015 amount.

Debt Service and Transfers
The debt service total of $12.8 million is for bonds and notes sold to finance the Water Fund'’s
Capital Construction program.

Net Position

The Public Works Water Treatment and Distribution Services Fund expects net position to
decrease $.9 million as a result of usage of cash reserves to fund planned infrastructure
improvements.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)
Water Fund
% Chg
2013 2014 2015 2015 2016  From 2015 2017 2018 2019
Actual Actual | Budget Projected | Budget Projected |[Forecast Forecast Forecast
Source of Funds:
Water Sales - City
Volume Rate 55,739 53,917 57,922 53,466 58,026 8.5%| 59,372 60,717 62,063
Fixed Rate 3,230 4,052 4,930 4,883 5,752 17.8% 6,573 7,395 8,217
Water Sales - Suburbs 11,607 10,996 12,245 11,232 12,674 12.8%| 13,188 13,675 14,162
Other Operating Revenue 5,661 4,852 3,524 4,190 4177 -0.3% 4,239 4,303 4,367
Proceeds of Long Term Liabilities - 6,000 9,000 - 8,200 0.0%| 31,320 28,580 15,750
Transfers
From Sewer Fund for Meter Shop 1,149 1,159 1,285 1,285 1,328 3.3% 1,348 1,368 1,389
From General Fund 22 25 25 25 24 -4.0% 24 24 24
Reimbursed Capital Revenue 364 144 2,000 1,000 2,000 100% 2,000 2,000 2,000
Total Source of Funds 77,772  81,145| 90,931 76,081 92,181 21.2%| 118,064 118,062 107,972
Use of Funds:
Operating Expense 51,206 50,869 55,962 52,373 57,754 10.3%| 57,442 59,053 60,050
Debt Service 10,106 10,460 11,775 11,775 12,041 2.3%| 12,472 11,536 11,014
Future Debt Service - - - 727 0.0% 1,765 3,969 5,980
Capital 16,456 13,788 | 22,495 11,513 | 22,540 95.8%| 47,445 43,430 32,220
Total Use of Funds 77,768 75,117 | 90,232 75,661 93,062 23.0%| 119,124 117,988 109,264
Water Fund Margin 4 6,028 699 420 (881) (1,060) 74 (1,292)
Water Net Position 210,450 221,480 | 222,179 221,900 | 221,019 219,959 220,033 218,741
Cash Balance 18,963 25,133 25,832 25,553 24,673 23,611 23,685 22,392
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City of Minneapolis
2016 Budget
Financial Plan

Engineering Materials and Testing Fund

Background

The Engineering, Materials and Testing 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.

Historical Financial Performance

The revenue sources for this fund include overhead charged on the procurement of hot-mix
asphalt and ready-mix concrete materials along with fees for inspection and testing services by
the Engineering Laboratory.

From 2003 through 2008, this fund had a decrease in net position of $1.5 million of which
$777,000 was due to the loss on the disposal of the asphalt plant after operations were
suspended. Beginning in 2008, with a net position of $27,758, the fund continued to have
positive increases through 2013 ending the year with a balance of $2.0 million. In 2014, it was
determined to decrease laboratory service fees and the overhead rates on asphalt and concrete
resulting in a decrease to net positon and a year-end balance of $1.8 million. The cash balance
decreased from a balance of $2.1 million in 2013 to a balance of $1.9 million in 2014.

Engineering Materials and Testing Revenues
$2.5
$2.0
g %15
S
=310
$0.5
$0.0 - | | | |
Actual Actual Adopted Budget Forecast Forecast Forecast
2013 2014 2015 2016 2017 2018 2019
BCharges for Sales BOCharges for Services
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2016 Budget

Revenue

The 2016 revenue budget is $1.8 million, an increase of 15.8% from the 2015 projected revenue
of $1.5 million. In 2015, projected revenue is less than the 2015 budgeted amount due to a
decrease in both the overhead rate on asphalt and concrete sales and in laboratory billing rates
which were first implemented mid-2013. The rates continue to be reviewed to ensure accurate
capture of revenue sufficient to cover expenses.

This fund generates revenue from testing and inspection 5‘:;1”:;“‘3;"':::)“5 Charges

for Sales

services provided by the Engineering Laboratory and the o

sale of concrete and asphalt from outside vendors to other
City departments. Product types and quantities are
identified for customer departments. A cost allocation
model determines product costs to allow the fund to
generate revenues that match operating expenses.

Charges
for

The 2016 revenue budget includes $1.6 million earned Services
) : . . 92%

from charges for services provided by the Engineering

Laboratory and $150,000 as mark up on the sale of

asphalt and concrete. In 2016, overhead rates on asphalt and concrete sales will be reduced
from the rates charged in 2015. Charges for Engineering Laboratory services will be adjusted to
compensate for this reduction and to align revenue with expense. 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 and generates adequate revenue to cover the fund’s direct and indirect expenses.

Expense

The 2016 expense budget is $1.9 million and is slightly decreased from the 2015 projected
expense of $1.9 million. Included in the 2015 budget is the purchase of two new vehicles
through the Capital Asset Request System (CARS) at a cost of $49,000 and the purchase of a
drill rig for $175,855. The use of net position, or equity in the fund, will provide the source of

financing for these purchases.
Use of Funds

Transfers Contractual ($1.9 million)
There are no transfers scheduled in 2016 for this Series
fund.

Debt Service
This fund does not have any long-term debt.

Salaries &
Benefits
66%

Materials &
Net Position and Cash Balance Others
The Engineering, Materials and Testing fund had a 4%
positive net position of $1.8 million at year-end
2014, a decrease of $192,348 from the 2013 ending
position of $2.0 million. The net position is projected to be $1.4 million at the end of 2015 and to
decrease to $1.2 million in 2016. The Engineering, Materials, and Testing Fund expects net
position to decrease in 2016 as a result of planned usage of cash reserves to decrease
overhead and laboratory testing rates charged to customers. In 2015, the fund was approved to
use $226,000 of net position to fund the purchase of two vehicles for personnel and a drill rig.
The financial policy for this fund determines that the fund should maintain a net position at least
equal to 15.0% of the operating budget. For the year ending 2014, the benchmark for net
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position is $228,000 and the fund exceeded the benchmark by $1.6 million. The net position is
projected to exceed the benchmark for 2015 and 2016 by $1.1 milion and $921,000
respectively each year.

The 2014 year-end cash balance was $1.9 million, a decrease of $189,528 from the 2013 year-
end balance of $2.1 million. Financial reserve policies for the internal service funds determine
that the cash reserve target for the Engineering, Materials and Testing fund should not be less
than 15.0% of the operating budget, or $228,000 for 2014. The fund exceeded the benchmark
by $1.7 million. The cash balance is projected to be $1.5 million in 2015 and $1.4 million 20186,
exceeding the cash reserve benchmark for each year.

Mayor’'s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The City Council adopted the Mayor’s recommendation.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Engineering, Materials and Testing

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019

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

Source of Funds:

Charges for Services 1,381 1,007 | 1,381 1,210 | 1,622 34.0%( 1,833 1,888 1,944
Charges for Sales 484 290 400 320 150 -53.1% 155 159 164
Total Source of Funds 1,865 1,297 | 1,781 1,530 | 1,772 15.8%| 1,987 2,047 2,108

Use of Funds:

Personnel Services 950 1,067 | 1,274 1,160 | 1,273 9.7%| 1,311 1,351 1,391
Contractual Services 410 383 482 500 572 14.4% 589 607 625
Materials and other 89 68 135 285 84 -70.5% 87 89 92
Transfers Out - - - - - 0.0% - - -
Total Use of Funds 1,449 1,518 1,891 1,945 1,929 -0.8% 1,986 2,044 2,108
Change in Net Position® 390 (192) (110) (415) (157) 1 4 -
Net Position® 1,975 1,782 1,672 1,367 | 1,210 1,211 1,215 1,215
Cash Balance 2125 1,936 | 1,826 1,521 1,364 1,365 1,369 1,369
Target Cash Reserve? 233 228 276 258 289 208 307 316
Variance Cash to Target Reserve 1,892 1,708 1,550 1,263 1,075 1,067 1,062 1,053

1Change in net position and net position are CAFR values.
*The 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.

Note: The 2018-2019 forecasts for source and use of funds are calculated using a factor of 3.0% to capture increases
in revenues and expense.
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City of Minneapolis
2016 Budget
Financial Plan

Fleet Services Division Fund

Background

The Fleet Services Division Fund manages the acquisition, maintenance and disposal of
approximately 1,800 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.

Through the end of October 2013, the fund provided the drivers and operators for the equipment
that is used in construction and snow removal. Starting in November 2013, these employees
were transitioned out of Fleet Services Fund and reassigned to various Public Works
departments. In 2015, the Fleet Services Division assigned nearly all of its fleet (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 $80.4 million and accounts for 53.2% of the net value of the long-term assets in this
fund.

Historical Financial Performance

A primary objective of the Fleet Services Division long-term financial plan is to maintain the
fund’s net position and cash balance according to the financial policies for the internal service
funds. Originally, the long-term financial plan financed fleet purchases by issuing general
obligation bonds. The fund followed the plan to maintain a positive cash balance, increase net
position, and to end its reliance on bonds to fund the fleet purchases. In 2006, the practice of
issuing bonds to finance fleet replacement was discontinued.

Fleet Services - Sources of Funds
(in thousands of dollars)
50,000
40,000
30,000 .
20,000
0 _j
Actual Actual Adopted Budget Forecast Forecast Forecast
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B Charges for Service O Charges forSales O Gains B Rents 0O OtherMisc Revenue O Operating Transfers in
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2016 Budget

Revenue Source of Revenue
The Fleet Services Division uses activity-based costing to (36.1 million)

bill internal customers for use of vehicles. This method
establishes a fleet rental rate that covers the replacement

Transfer In
7%

cost of the vehicles after the useful life. Maintenance, °‘h‘;;6“"i“ Charges for
repairs and fuel costs of the fleet are charged separately. SZ';;;E

These charges are billed at a rate that allows the Fleet

Services Division to match revenue to expense. Total

revenues for 2016 are budgeted at $36.1 million, an

increase of $4.8 million or 15.4% from the 2015 projected Rents

revenue of $31.3 million. The increase in 2016 revenue 39%

over the 2015 projected is primarily due an increase in Charges for
2016 revenue received from the sale of parts and fuel and 5;;;:

an increase of $790,147 in the transfer in from the General
Fund for approved Capital Asset Request System (CARS) capital expenditures. In addition,
rental rates and overhead allocations in 2016 are increased for vehicles assigned on a
permanent basis to the departments.

Expense

The 2016 expense budget is $36.6 million which Use of Funds
represents an increase of $2.6 million or 7.5% from the (36.6 million) Debt
2015 projected expense of $34.0 million. The increase in PW Equip Service

Capital 7%

2016 expense over the 2015 projection is primarily due an 31%

increase in expense for fuel and materials. The amount
expended for fuel and materials in 2015 is less than
originally budgeted due to a significant decrease in
snowfall in early 2015 resulting in less fuel and
maintenance costs. The operating budget received an PW Equip
increase of $217,500 related to CARS approved capital 62%
expenditures to implement vehicle locating capability and

to replace the fluid dispensing system. The fund’s net

position will fund $107,500 of this expense with the remaining $110,000 funded by the General
Fund. In 2016, a Fleet Manager position will be added increasing personnel cost. 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.

Transfers

In 2016, Fleet Services Division will receive $2.4 million as a transfer in from the General Fund
to assist with the funding of approved CARS capital expense. Of this amount, $2.3 million will
contribute to the regular lifecycle replacement of the fleet capital assets and $100,000 will fund
the cost to implement an automatic vehicle locating capability in appropriate City vehicles. In
2016, Property Services will transfer $326,162 to Fleet Services to pay a portion of the debt
expense related to the Currie Maintenance Facility. Property Services included a portion of the
debt expense in its rent cost allocation model to charge other City departments that are housed
in the Currie facility for a portion of the debt.

This fund has not had a transfer out since 2012 when a transfer of $2.3 million occurred to retire
bonds related to the unfunded pension liability of the Minneapolis Employees Retirement Fund
(MERF). The Fleet Services Division funded the payment using net position as a revenue
source and recovered the cost through the Fleet allocation model in years 2012 through 2014.
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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. Principal and interest payments totaling
$2.6 million are due in 2016 related to these bonds. The remaining debt obligation after 2016 is
$11.9 million with a payment of $9.3 million scheduled for 2018.

Net Position
The net position at year-end 2014 was $59.8 million, an increase of $9.7 million from the 2013
ending position of $50.1 million. The primary reason for this increase is timing differences
between recording rent revenue in 2014 for replacement of vehicles and the delivery of and
payment for these vehicles occurring in 2015. In addition, the amount of equipment capitalized
in 2014 was $1.6 million greater than the depreciation recorded. The Fleet Services Division
Fund expects net position to decrease in 2016 as a result of a planned usage of cash reserves
to pay debt obligations of $2.6 million. The projected net position is expected to increase to
$63.3 million in 2018 and then decrease in 2019 as operating revenues are matched to
expenses and capital outlay follows the fleet replacement plan. In 2018, the fund will pay off the
remaining debt of $9.3 million.
The financial policy related to
net position for the Fleet

Services Division states that $60,000

the net position should not fall $50,000 -

below two times the annual $40,000 |

depreciation a_mpunt. The ¢35 000

annual depreciation for Fleet

Services in 2014 was $6.2 $20,000 1

million. The 2014 position of $10.000 |

$59.8 million is $47.4 million $0 A : : ‘ ‘ : :

greater than the benchmark 2013 2014 2015 2016 2017 2018 2019
amount.

Net Position (in thousands)
$70,000

The 2014 ending cash balance of $23.2 million was an increase of $4.3 million from the 2013
ending balance of $18.9 million. Timing differences between the collection of revenue for
equipment replacement in 2014 and the delivery of the equipment in 2015 are the primary
reasons for the increase in cash. The cash balance is projected to decrease from 2015 through
2019 as the fund experiences

an increase in capital outlay ¢30 000
and funds the payment of

debt. The financial policy $25000
related to cash balance for the  gp0 000

Fleet Services Division states

that the minimum cash $15.000

balance should be 15.0% of g10,000 A

the operating budget or $2.4

million in 2014. The 2015 $5000 1 I .:
projected balance is $20.4 $0 - ‘ ‘ ‘ ‘ ‘ ‘

million. The chart to the right 2013 2014 2015 2016 2017 2018 2019
illustrates the historical and
projected cash performance of the fund.

Cash Balance (in thousands)
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Fleet Services Division

% Chg
2013 2014 2015 2015 2016 From 2015( 2017 2018 2019

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

Source of Funds:

Charges for Service 6,353 9,309 | 9,491 8,750 | 9,589 9.6% 9,610 9,948 10,063
Charges for Sales 7,534 8,797 | 10,721 7,250 | 9,275 27.9%| 11,594 12,174 12,783
Gains 340 214 500 275 350 27.3% 350 350 350
Rents 21,786 21,175 | 13,287 13,093 | 14,176 8.3%| 13,724 13,869 14,153
Other Misc Revenue 525 7 10 8 10 25.0% 10 10 10
Operating Transfers in 8,315 1,289 1,912 1,912 2,712 41.8% 326 1,304 -
Total Source of Funds 44,853 40,791 | 35,921 31,288 | 36,113 15.4%| 35,614 37,655 37,359

Use of Funds:

Debt Service 4,296 2,335 2,560 2,560 | 2,615 2.2% 2,677 9,260 -
Transfers - - - - - 0.0% - - -
PW Equipment 27,099 25,818 | 22,283 19,266 | 22,595 17.3%| 23,118 23,887 24,685
PW Equipment Capital 5429 7,540 | 12,069 12,221 ] 11,391 -6.8%| 10,628 12,597 18,573
Total Use of Funds 36,823 35,693 | 36,912 34,047 | 36,601 7.5%| 36,422 45,744 43,258
Change in Net Position® 12,862 9,760 (992) (2,759) (488) (808) (8,089) (5,899)
Net Position® 50,062 59,822 | 60,930 59,163 | 60,890 62,422 63,323 57,425
Cash Balance 18,894 23,187 | 22,195 20,428 | 19,940 19,132 11,043 5,145
Target Cash Reserve? 3,165 2,973 | 2,442 1,990 | 2,489 2,568 2,683 2,803
Variance Cash to Target Cash Reserve 15,729 20,214 | 10,248 18,438 | 17,451 16,565 8,360 2,342

1Change in net position and net position are CAFR values.
2The target cash reserve is in accordance with the financial reserve policy for internal service funds. The cash reserve for the Fleet

Services Division at a minimum should be equal to 15.0% of the operating budget adjusted for intrafund revenue and expense.
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City of Minneapolis
2016 Budget
Financial Plan

Intergovernmental Services Fund

Background

The Intergovernmental Services Fund accounts for all of the operations of the Information
Technology Department (IT) including information and technology functions, managed services
contracts, the Project Management Office (PMO), and telecommunications operations.
Information Technology activities account for 95.0% 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 4.1% of operating activities, and a portion of the
Human Resources budget that is designated for internal training, representing 0.9% of operating
activities.

The fund is projected to decrease net position in 2015 by $10.6 million for an ending net position
of $51.5 million. 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. In addition, $2.2
million in transfers received in 2014 for the Enterprise Resourcing Planning Project will be used
for 2015 project expenses.

The fund receives cash transfers to offset the debt service payments. In 2015, $2.7 million of
debt will be retired and an additional $150,000 will be issued, resulting in a total outstanding
debt balance at year-end 2015 of $150,000. This debt will be paid through transfers from the
bond redemption fund.

In 2014, IT incurred $13.1 million of expense for technology projects. The PMO office 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. In addition, the City Council appropriated $2.2 million for
technology capital projects in 2014 which are funded by net debt bonds. For 2015 and 2016, the
City Council approved $2.9 million and $3.3 million, respectively, for technology capital
projects. The majority of the funding for technology projects is derived from City departments’
operating budgets.

The Information Technology department continues to be active with new citywide initiatives:

¢ Information Operations Platform, The City is participating in the IBM First-of-a-Kind project to
create solutions for cross department coordination leveraging analytics and optimization,
business process modeling and asset management technologies. These advanced
technology solutions will leverage the citywide wireless network, Strategic Information
Center, and camera infrastructure already in place at the City of Minneapolis.

o Enterprise Land Management, The City will acquire and implement a system that will

provide workflow automation and transaction processing for the City’s emergency response
resource management, regulatory enforcement, inspections, permitting, development,
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planning, and constituent self-service and other land management and reporting processes,
among many other department-specific projects. The project is expected to be completed in
2016.

o Enterprise Resource Planning (ERP) Program, The City will acquire and implement
upgrades to the current PeopleSoft systems: financial reporting (Compass), HRIS including
HCM (Human Capital Management) and ELM (Enterprise Learning Management), and
Business Intelligence (Cognos reporting). The implementation enables more effective
integration and collaboration of the components through the ERP perspective resulting in
enhanced business processes, better data, and improved financial and HR reports.
Hardware and database upgrades were completed in 2013 and the system-wide completion
date is August 2015.

The net position in this fund will remain positive as it continues to provide services to City
departments with charges determined through its allocation model and to collect fees for service
with PMO. The allocation model assigns costs to customers based on usage of enterprise-wide
applications and customer specific services. The net position of the fund increases primarily as
a result of the capitalization of technology projects.

Historical Financial Performance

The City Council approved a long-term financial plan for the Intergovernmental Services Fund in
September 2000, to resolve both the annual operating deficit and accumulated cash deficits in
this fund. Since year-end 2002, the fund has achieved positive increases to its net position. At
year-end 2014, net position had improved to $62.1 million. The 2014 net position increased
$24.7 million from the 2013 ending balance of $37.4 million primarily due to the capitalization of
technology projects and transfers from the general fund. As part of the long term financial plan
for the fund, the fund received transfers in from the general fund to assist with debt payments.
These transfers in ended in 2014 as the majority of the debt obligations were retired in 2012.

The fund's cash balance has also steadily increased as projected in the long-term financial plan.
At year-end 2014, the cash balance had improved to $49.9 million. The 2014 cash position
increased $14.6 million from the 2013 ending balance of $35.3 million, primarily due to a
general fund transfer of $13.1 million in 2014. In accordance with the long-term financial plan,
2014 is the last year the fund is expected to receive general fund transfers. It should be noted
that included in the cash balance is $9.6 million of unearned revenue, or cash received from
other City departments as prepayment for future technology projects.

Information Technology Fund Revenues
(in thousands of dollars)
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2016 Budget

Revenues

The 2016 revenue budget is $38.7 million, a decrease of 19.8% from the 2015 projected
revenue of $48.2 million. In 2015, the fund received a transfer in of $3.6 million from the
general fund for the ERP project, which will be completed in 2015. In addition, the 2015
projection includes revenue earned during the current year for PMO projects. The 2016 budget
includes a conservative revenue amount for PMO projects that is increased as work is
completed and City departments billed for the services. The original financial plan required that
this fund receive an annual transfer from the general fund to assist in the cost of providing
information technology services. Revenue transfers for this purpose ended in 2014 with a final
transfer of $13.1 million. The fund will receive a transfer from the bond redemption fund of $2.8
million in 2015 and $150,000 in 2016 to cover the principle and interest payments of current net
debt bond obligations. It is projected that the fund will continue to receive this transfer to match
obligations generated from the sale of net debt bonds. In addition, the General Fund will transfer
in $1.4 million to fund CARS (Capital Asset Request System) approved projects. Charges for
service are slightly decreased in 2016 as compared to the 2015 original budgeted amount due
to decreased revenue received from City departments through the cost allocation model.

Allocation Model Implications

The allocation model has five components on the customer expense side: IT application
support; IT operating; telecommunications; data connectivity; and special customer specific
services. Revenues generated through the allocation model will recover the following:

e IT operating costs at a level that conforms to the | Revenue Assumptions (2016)
Council-adopted financial plan. Number of PC’s 2,838
e Debt service resulting from phone system purchase. Number of telephones | 2,920

¢ A small portion for City Clerk data center operations and Human Resources operations.

Expenses
The 2016 expense budget is $39.3 million, a decrease of 33.3% Use of Funds
from 2015 projected expenses. The decrease in the 2016 total (§39.3 million)
expense budget is partially due to a $4.3 million decrease in IT  capitar ~ q9, O, oierk
operating expense. The 2015 operating budget included one-time Prgi‘;jcts
expenses of $3.6 million for the Enterprise Resource Planning ’
(ERP) project and $2.8 million in approved CARS expense. In
2016, the approved CARS budget is $1.4 million. Capital projects
included in the CARS appropriation are the implementation of a
public facing portal to augment the work of ELMS and extension of
services related to the Enterprise Content Management System.

Debt
Service
5%

The 2015 projected operating expense is $16.8 million over the 2015 budget primarily due to
expenses related to the Enterprise Resource Planning and the Enterprise Land Management
projects that are expected to be completed in 2015 and 2016 respectively. The ERP project is
partially funded through the CARS program and both projects received funding through
department cost savings. The projected 2015 expense budget also includes one-time transition
costs related to insourcing the help desk and desk side support functions. Expense related to
customer funded PMO projects is not included in the original operating budget and is included in
the projection as expense is recorded to projects and billed to customers.

Of the total operating budget for 2016, the IT expense budget comprises 95.0%. A portion of
the operating expenses of the City Clerk’s office and Human Resources are included in this fund
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and comprise 4.1% and 0.9%, respectively, of the total operating budget. Capital expense for
information technology investments are budgeted in the Intergovernmental Services Fund.
Capitalized assets are reported in this fund as is the depreciation expense. For 2016, the
capital budget is $3.3 million, an increase of 15.8% from the 2015 budget primarily due to an
additional $800,000 appropriated for the Police Report Management System Upgrade. In 2011,
the fund began to pay $1.5 million annually as loan repayment to the Convention Center, with
final payment of $1.75 million in 2016.

Transfers

As of 2015, the Intergovernmental Services fund will receive a payment from the bond
redemption fund of $2.7 million to assist with debt payments related to the issuance of net debt
bonds for capital projects. In 2016, the fund is expected to receive $150,000 from the bond
redemption fund to assist with debt payments. It is expected that the fund will receive this
transfer going forward as new bonds are issued to fund capital projects. The fund receives a
transfer from the general fund of $192,482 in 2015 and $185,139 in 2016 to fund City Hall rent.
The fund also receives a transfer of $1.5 million in 2016 to fund one-time expenses for the
CARS program and Service Now Infrastructure Services.

In addition, in 2015 the fund received a final transfer of $1.0 million from the Self Insurance
Fund. The City proprietary funds no longer transfer payments to the Minneapolis Employees
Retirement Fund debt service as bonds related to this obligation were retired in 2012. The
Intergovernmental Services fund used net position as a revenue source for this payment and
recovered this cost through the cost allocation model in years 2013 through 2015.

Debt Service

In 2016, it is projected that the fund will have a beginning bond liability of $150,000 related to
the issuance of net debt bonds in 2015. In 2015, debt service payments of $2.8 million
including $46,188 of interest, retired the current obligation.

Net Position and Cash Balance

The financial policy related to the net position for the Intergovernmental Services fund
determines that the net position should not fall below two times the fund’s annual depreciation.
The annual depreciation for 2015 is $5.0 million and the projected year-end net position is $51.5
million which brings the fund’s projected net position $41.5 million over the benchmark amount
of $10.0 million. The net position at year-end 2014 was $62.1 million. The Intergovernmental
Services Fund expects net position to decrease $10.6 million in 2015 due to the Council
approved planned use of up to $10.0 million of net position to cover transition costs related to
insourcing help desk and desk side support functions and contracting for a new managed
services provider. Net position is also expected to decrease in 2015 as $2.2 million in transfers
received in 2014 for the ERP project are planned to be expensed in 2015.

The financial policy for cash balance states that the minimum cash balance should be equal to
15.0% of the fund’s total budget. The year-end cash balance for 2014 was $49.9 million. The
fund had a 2014 total budget of $34.1 million resulting in a benchmark amount of $5.1 million.
At year-end 2014, the fund’s cash balance exceeded the benchmark by $44.8 million. The cash
balance is projected to decrease in 2015 to an ending balance of $33.7 million due to planned
use of deferred revenue funds for the ERP and Enterprise Land Management projects and due
to planned use of net position as the funding source for transition expenses related to insourcing
the IT helpdesk and desk side support functions starting in 2016. In the following years, the
fund is projected to decrease its cash balance from $33.7 million in 2015 to $26.5 million in
2019.
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City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Intergovernmental Services Fund

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019

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

Source of Funds:

Charges For Service 32,971 40,720 | 31,752 40,549 | 31,744 -21.7%| 32,696 33,677 34,687
Other Miscellaneous Revenue 35 43 - - - 0.0% - - -
Operating Transfers In 17,240 22,047 | 7,544 7,544 | 3,665 -51.4% 185 185 185
Proceeds of Long term Liabilities 965 2,225| 2,850 150 | 3,300 2100.0% 1,500 200 -
Total Source of Funds 51,211 65,035 | 42,146 48,243 | 38,709 -19.8%| 34,381 34,062 34,872

Use of Funds:

Transfers 15 523 - - - 0.0% - - -
Debt Service 1,983 1,645 | 2,751 2,751 2,000 -27.3% - - -
City Clerk 1,353 1,483 1,349 1,726 1,384 -19.8% 1,426 1,468 1,512
Human Resources 302 257 301 260 308 18.5% 317 327 337
Information Technology 32,840 41,754 | 36,568 53,039 | 32,276 -39.1%|( 31,739 32,428 33,401
Capital Projects 1,371 805 | 2,850 1,061 3,300 211.0% 1,500 200 -
Total Use of Funds 37,864 46,467 | 43,819 58,837 | 39,268 -33.3%| 34,982 34,423 35,250
Change in Net Position™'® 9,994 24,680 | (1,673) (10,594) (559) (600) (361) (377)
Net Position® 37,404 62,084 | 60,411 51,490 | 50,931 50,330 49,969 49,592
Cash Balance? 35,263 49,888 | 42,715 33,694 | 27,885 27,284 26,923 26,546
Target Cash Reserve 4,737 5,074 | 6,069 6,069 | 5,318 5,170 5,087 5,211
Variance Cash to Target Reserve 30,526 44,814 | 36,646 27,625 | 22,566 22,114 21,837 21,335

! Change in net position and net position for 2013 and 2014 are the amounts recorded in the CAFR.

2 The balance for years 2014 through 2016 is reduced by $1.5 million & $1.75 million for repayment of Minneapolis Convention Center loan.
At year end 2014, fund 06400 has a liability balance of $9.6 million in unearned revenue resulting from prepayments by City departments
for future IT projects. These prepayments result in an increase to the cash balance.

% The 2015 projected change in net position is $8.9 million more than the budgeted net change. This is due to the Council approved use
of an additional $7.3 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. In addition, $2.2 milliion in transfers received
in 2014 for the ERP project will be used for 2015 expenses.
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City of Minneapolis
2016 Budget
Financial Plan

Property Services Fund

Background

The Property Services Fund is an internal service fund responsible for the operations and
maintenance of the City-owned buildings including police precincts, fire stations, and public
works buildings. The fund does not provide services to the Convention Center, Water facilities,
or the Minneapolis Park and Recreation Board buildings. The fund is also responsible for the
Radio Shop which maintains the City’s emergency communications network. In 2004, the
Property Services division assumed the responsibility for space and asset management and
security management. In 2007, the division began providing energy management services for
City properties.

In April 2011, the Property Services Fund was transitioned from the Public Works department to
the Finance and Property Services department within the City Coordinator's department. The
activities in this fund remain an internal service fund and report to the Chief Financial Officer.

Historical Financial Performance

This fund collects revenue from the 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.

Property Services Revenues
(in thousands of dollars)
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2016 Budget

Revenues

The 2016 revenue budget for this fund is $22.4 million, representing a decrease of 6.1% from
the projected 2015 revenue of $23.9 million. The decrease in 2016, when compared to the
2015 projected is partially due to one-time revenue received in 2015 for the sale of land to the
Minnesota Sports Facility Authority for $1.6 million, as well as a significant increase in charges
for services projected in 2015 when compared to Source of Funds

the 2016 budgeted amount. Charges for services ($22.4 million)

include discretionary repairs and upgrades which

can vary from year to year depending on the
available budget of City departments. A base Rents
budget is recorded each year and increased as ¥%
additional projects are completed and billed to
other City departments. Budgeted 2016 revenue
received from rents charged to City departments for

use of City owned buildings increased 22.4% from

the amount charged in 2015. This is largely
because beginning in 2016, the Property Services

Fund will collect revenues from City departments,

who occupy City buildings, to fund capital improvements. The amount collected in 2016 will be
$4.0 million and is allocated through the rent allocation model. Previously, these facility repairs
and upgrades were funded through net debt bonds.

Transfers In
4%

Charges for
Services
7%

Charges for
Sales
2%

Expense
The 2016 expense budget is $22.8 million, representing an increase of 1.7% from the projected
2015 expense of $22.4 million. The increase in the 2016 budget is primarily related to the
addition of $4.0 million of capital improvement Use of Funds

appropriation for facility repair and improvements to ($22.8 million) Transfer

City owned buildings. This appropriation increase

in 2016 is offset by a decrease in the 2016 Facilities Debt
budgeted expense for costs related to work for — Mamt se‘m“
others projects. A conservative estimate of these °
expenses is included in the 2016 budget due to the Admin
variability of these types of projects. As the projects 6%
are requested and expense is realized by Property Radio
Services, there is offsetting revenue collected 8%
through the billing process. The 2015 projected Muni

Facilities Management expense reflects this
increase in expense related to work for others
projects.

Also included in this fund’'s 2016 expense budget is $520,000 of approved CARS (Capital Asset
Request System) capital expense for replacement of the security camera surveillance system
and City facility access control system. In addition, the fund has an appropriation of $4.8 million
for pass-through costs for services provided by the Municipal Building Commission for
maintaining the City’s space in City Hall.

Transfers

The 2016 budget includes a transfer in from the General Fund of $799,322. Of this amount,
$520,000 is approved CARS funding for the 2016 security projects. In addition, the Property
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Services Fund receives $279,322 to cover the cost of City Hall rent for that space that Property
Services occupies.

The 2016 expense budget includes a transfer out of $326,162 to the Fleet Services Division
Fund to assist 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 the debt
expense to those departments that occupy space in the facility.

The final transfer out for debt service related to the Minneapolis Employees Retirement Fund
(MERF) unfunded pension liability occurred in 2012 and totaled $598,000. This payment retired
the bonds related to this debt service. The fund’s net position was the revenue source for this
payment and the fund was reimbursed through the rent allocation model in years 2013-2015.

Debt Service

The Radio Shop, a division of Property Services, has management responsibility for the $14.0
million 800 MHz radio system. The Property Services Fund recognizes the fixed asset, along
with the debt related to this project. The Radio Shop is funding a portion of the City’s public
safety initiative through a contribution of $350,000 a year. The General Fund completed a
transfer for debt service in 2013 of $3,282,000 to cover the years 2014 through 2018 and there
will be no further transfers for debt service. Total debt service for 2016 is $893,800.

Net Position and Cash Balance

The Property Services Fund has a positive net position of $32.8 million at year-end 2014,
decrease of $257,075 from the 2013 ending position of $33.1 million. In 2016, the Property
Services Fund expects net position to decrease as a result of planned usage of cash reserves
to pay debt obligations. In 2013, the fund received a transfer in of $3.3 million from the general
fund to cover debt service costs through 2018 and capitalized several large building
improvements resulting in an increase to net position of $7.5 million. The fund does not recover
the cost of depreciation of the buildings or equipment included as assets of the fund. Because
this cost is not recovered, it is expected that the net position will decline over time even though
the fund recovers its operating costs through a rent cost allocation model. The financial policy
for the net position for the Property Services Fund directs that the net position should not fall
below two times the annual depreciation amount. The depreciation for Property Services in
2014 was $1.3 million. The 2014 net position of $32.8 million is $30.1 million greater than the
benchmark amount.

Total Cash Balance Net Position

(in thousands of dollars) (in thousands of dollars)
$6,000 $35,000
$5.000 $30,000 -
$25,000 -
$4,000 -
$20,000 -
$3,000 4 $15,000 1
$2,000 - $10,000
$1,000 - $5,000 -
$0 %0 -
2013 2014 2015 2016 2017 2018 2019 2013 2014 2015 2016 2017 2018 2019

The 2014 year-end cash balance was $3.8 million, a decrease of $490,702 from the 2013 year-
end balance of $4.2 million. The Property Services Fund cash balance includes operating cash
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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 2014 was
$1.4 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 $2.4 million for 2016.

Mayor’s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The Council adopted the Mayor’s recommendation.
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City of Minneapolis

2016 Budget
Financial Plan (in thousands of dollars)

Property Services Fund

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019
Actual Actual [ Budget Projected | Budget Projected |[Forecast Forecast Forecast
Source of Funds:
Charges for Services 3,754 4,171 1,956 4,670 | 1,505 -67.8% 1,550 1,597 1,645
Charges for Sales 557 593 324 560 324 -42.1% 334 344 354
Rents 13,536 14,388 | 15,635 15,900 | 19,456 22.4%| 20,420 20,898 21,390
Other Misc Revenues 11 3 319 322 329 2.3% 336 1,314 10
Sale of Land" - - - 1,605 - 0.0% - - -
Transfers In 3,282 646 819 819 799 -2.4% 300 300 300
Total Source of Funds 21,141 19,802 | 19,054 23,876 | 22,414 -6.1%| 22,940 24,452 23,698
Use of Funds:
Property Services Administration 1,394 1326 | 1,367 2,000 | 1,444 -27.8% 1,487 1,532 1,578
Radio Equipment 1,675 1,831 | 2,049 2,100 | 1,798 -14.4% 1,852 1,907 1,965
Municipal Market 17 42 41 56 41 -27.5% 42 43 44
Facilities Management 15,408 15,985 | 14,711 16,997 | 18,263 7.4%| 18,661 19,092 19,536
Debt Service 873 848 918 918 894 -2.7% 869 845 -
Transfers Out - - 316 316 326 3.2% 326 1,304 -
Total Use of Funds 19,367 20,034 | 19,402 22,388 | 22,765 1.7%| 23,237 24,722 23,122
Change in Net Position” 7,487 (257) (348) 1,488 (351) (297) (270) 576
Net Position” 33,058 32,801 | 32,453 34,289 | 33,938 33,641 33,371 33,947
Total Cash Balance 4,248 3,758 | 3,410 5,246 | 4,895 4,598 4,327 4,903
Operating Cash balance® 2,868 2,377 | 2,029 3,696 | 3,245 2,948 2,678 3,254
Target Cash Reserve® 2,069 2,127 | 1,901 2,349 [ 2,437 2,511 2,591 2,673
Variance Cash to Target Reserve 799 250 128 1,247 808 437 87 580

* The fund includes transactions of the Property Disposition Fund, a fund that receives proceeds from the sale of City property.
"The revenue from the sale of land is recorded to the Property Disposition fund.

The change in net position and the net position for 2013 and 2014 are the amounts recorded in the CAFR.

% Total cash balance is the sum of cash recorded in the Property Dispositon 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.

“The 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
2016 Budget
Financial Plan

Public Works Stores Fund

Background

The Public Works Stores 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
through the Central Stores and Public Works Traffic Stores.

Historical Financial Information

Public Works operated Central Stores beginning in January 1965. At that time, the stockrooms
of Property Services, Bridge maintenance, Paving construction, and Sewer construction and
maintenance were combined to establish a central stores operation. In 1980, Central Stores
began purchasing the City's office supplies and non-specialty items. In April 2011, Central
Stores was transitioned from the Public Works department to become a cost center within the
Finance & Property Services Department. Central Stores remains an internal service division
and transactions are recorded to the Public Works Stores Fund. Public Works Traffic Stores
purchases components for traffic signals, controllers, and street lights.

Public Works Stores Revenue
(In thousands of dollars)
$2,000
$1,500
$1,000
$500
$0 T T T T T
2013 Actual 2014 Actual 2015 Adopted 2016 Budget 2017 Forcast 2018 Forcast 2019 Forcast
@ Charges for Services O Charges for Sales

2016 Budget

Revenues

Revenues for 2016 are budgeted at $1.2 million, a decrease of 11.7% from the 2015 projected
revenue of $1.4 million. Revenues for 2015 are Use of Funds

projected to be higher than budgeted due to an Contractual $1.1 million

increase in inventory transactions processed by both Services

Central Stores and Traffic Stores. The 2015 revenue 2%

budget was calculated using historical levels of

inventory sales. Materials &
Other

Expense %

The 2016 expense budget of $1.1 million is 0.1%

decrease from the 2015 projected expense of $1.1

Salaries &
Benefits
1%
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million. There are no significant planned changes for expenses.

Central Stores Fund

$6.000 Historical and Projected Revenue, Expenditures, Net Position

$5,000
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$1.000 ———— —_— e = =
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2013 ‘ 2014 ‘ 2015 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘
= (Jperating Revenue = (Operating Expenditures Net Position of Fund
Transfers

This fund does not have a transfer out obligation to another fund. The last transfer out occurred
in 2012 when the City retired bonds related to the debt service of the Minneapolis Employees
Retirement Fund (MERF) unfunded liability.

Debt Service
This fund does not have any long-term debt.

Net Position and Cash Balance

The financial policy for this fund states that the fund should maintain a minimum net and cash
position equal to 15.0% of the operating budget. The year-end net position for 2014 was $4.6
million, an increase of $549,376 from the ending net position of $4.1 million in 2013, and well
over the policy target of $167,000. However, the 2014 YE cash position was negative at
($200,801) compared to a target of $167,000. The fund has experienced a negative cash
balance since 2006 when the balance was a deficit of ($877,261). By 2011, the deficit had
increased to ($1.0 million). The cash balance varies indirectly with the amount expended for
inventory purchases.

The 2015 projected net position is $4.9 million, and in 2016, the Central Stores Fund expects

net position and cash position to increase as a result of a planned increase in cash reserves to
bring the cash balance from a deficit balance to a positive balance.

Mayor’'s Recommended Budget
The Mayor recommended no changes to this fund.

Council Adopted Budget
The City Council adopted the Mayor’s recommendation

City of Minneapolis - Financial Plans 157 2016 Council Adopted Budget



Home

City of Minneapolis
2016 Budget
Financial Plan (in thousands of dollars)

Public Works Stores Fund

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019

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

Source of Funds:

Charges for Services 1,506 1,384 | 1,180 1,365 [ 1,200 -12.1% 1,235 1,273 1,311
Charges for Sales 8 - 10 5 10 100.0% 10 10 10
Total Source of Funds 1,514 1,384 | 1,190 1,370 [ 1,210 -11.7% 1,245 1,283 1,321

Use of Funds:

Salaries and Fringes 790 775 744 790 760 -3.8% 783 806 830
Contractual Services 313 306 240 250 240 -4.0% 247 255 255
Materials and Other 16 31 70 30 71 136.7% 73 75 78
Total Use of Funds 1,120 1,112 | 1,054 1,070 [ 1,071 0.1% 1,103 1,136 1,163
Change in Net Position® 397 549 136 300 139 143 147 158
Net Position® 4,089 4,638 | 4,774 4,938 | 5,077 5,220 5,367 5,525
Cash Balance (179) (201) (65) (53) 86 229 376 534
Target Cash Reserve? 168 167 158 161 161 165 170 174
Variance Cash to Target Reserve (346) (368) (223) (213) (74) 64 206 360

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

" The change in net position and net position for 2013 and 2014 are the amounts recorded in the CAFR.

’The 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% of the operating budget.
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City of Minneapolis
2016 Budget
Financial Plan

Self-Insurance Fund

Background

The Self-Insurance fund records tort liability settlements, workers' compensation claims,
severance payments to employees who meet eligibility requirements and the related
administrative costs of these and other services. An activity-based cost allocation model
assigns charges to City departments to recover these expenses.

Historical Financial Performance

The fund has historically recorded a negative net position primarily because of the required
accounting recognition of the liability for unpaid claims. The net position of the Self-Insurance
Fund first reached a positive balance at year-end 2012 with a net position of $1.7 million having
come from a low in 2002 of a negative $43.3 million. The net position increased by $13.8
million in 2014 bringing the fund’s year-end balance to $18.3 million. The 2014 unpaid claims
liability is $49.8 million representing a decrease of $4.8 million from the 2013 liability of $54.7
million. An actuarial study completed for year-end 2014 calculated the decrease to the unpaid
claims liability based on historical paid claims, incurred loss, and estimated reserves for claims
unpaid.

The fund ended 2014 with a cash balance of $70.8 million, an increase of $9.4 million from the
2013 ending balance of $61.4 million. Financial policies related to the internal service funds
determine that a reserve cash balance for the Self Insurance Fund should be maintained equal
to the unpaid claims liability amount plus 10.0% of the annual department operating budgets.
The ending 2014 cash balance is $19.8 million greater than the amount determined by the
financial policy.

Beginning in 2007, a cost allocation model was implemented to recover costs associated with all
programs in the fund. The cost allocation model assigns charges to City departments based on
a minimum of 5-year claims history for workers compensation and liability. The model was put
in place to raise departmental awareness of Self-Insurance costs and increase their ability to
control the cost of premiums in the future through loss prevention programs.

2016 Budget

Source of
Funds Operating
Revenues Other  (31.4 million)  Transfers

, : N , Misc
Revenue recorded in this fund primarily consists of funds g, enies

received from City departments through a cost allocation model 3%
for services related to litigation, risk management, and employee
benefits. In addition, the fund collects revenue to provide for
payment of liability settlements and for workers compensation
costs.

In
1%

The 2016 budgeted revenue for the Self Insurance fund is $31.4
million, a decrease of 1.9% from the 2015 projected revenue of
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$32.0 million. The decrease is primarily related to a decrease in the liability premium that is
allocated to City departments. This decrease follows the 2014 actuarial study that projected
that the City’s payout for tort settlements in 2016 will be less than the amount projected to be
paid in 2015. By contrast, the study predicted that the amount paid out for workers
compensation in 2016 will increase compared to the amount paid in 2015. Beginning in 2015,
the Self Insurance Fund will no longer receive a transfer from the General Fund, as determined
by the long-term financial plan, to increase net position. The fund does receive a General Fund
transfer for City Hall rent.

Self — Insurance Revenues (in thousands of dollars)
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Expense

The expense budget for 2016 is $29.8 million, an increase of 11.3% from the projected 2015
expenses of $26.8 million. The 2015 projected expense budget reflects a 13.7% decrease over
the 2015 adopted budget due to a significant decrease in the projected cost of tort settlements.
The 2015 projected decrease in tort settlement expense will be offset by an increase in the cost
of workers compensation claims in the same year.

The worker's compensation payments are Use of Funds

estimated at $8.6 million for 2016. This is a (SRR miion)

17.2% decrease from the 2015 projected

amount of $10.4 million. The actuarial study Transfers 0%

predicted a decrease in liability payments of Finance Dept - Health and
14.1% from 2015 to 2016. Actual liability RiskMgmt 7% Welfare 9%

payments for 2015 are projected to be
60.2% less than the amount predicted in the
actuarial study for 2015.

Human

Resources 5%/

The Unused Sick Leave program provides a
payout of unused sick leave to qualified Liability 25%
employees upon separation from the City.
Payments are funded by 0.7% gross salary
contributions from the City and Park Board
into a severance pool. The rate for City Workers
police officers and firefighters is 1.1% of Compensation
gross pay. In recent years, the amount 29%
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collected from City departments is greater than the payouts to qualified employees. The unpaid
balance is retained in the Self Insurance Fund to provide for future payouts.

Transfers

The 2016 revenue budget includes a $261,000 transfer from the General Fund for the cost of
City Hall rent. However, following the long term plan for the fund, the transfer from the General
Fund to assist the Self Insurance fund to attain a positive net position, ended in 2015. In
addition, in 2015 the fund received a final transfer of $1.0 million to assist with payment of debt
service.

Debt Service
This fund does not have any long-term debt.

Net Position

The net position at year-end 2014 is $18.3 million representing an increase of $13.7 million from
the 2013 net position of $4.6 million. In 2016, the Self Insurance fund expects net position to
increase as a result of a planned increase in cash reserves due to ending the transfer out of
$1.0 million to the Intergovernmental Services Fund in 2015. 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 fund experienced an increase in cash of $9.4 million in 2014, bringing the cash balance to
$70.8 million. The primary reason for the increase in cash balance is the decrease in tort
settlements paid in 2014 compared to the amount budgeted for that year. The financial reserve
policy relating to the internal service funds states that the Self Insurance Fund should maintain a
cash balance equal to the unpaid claims liability plus 10.0% of the annual operating budgets
within the fund. For year ending 2014, the target cash reserve is $50.9 million and the fund
exceeded the target by $19.8 million.
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City of Minneapolis

Self Insurance Fund

2016 Budget
Financial Plan (in thousands of dollars)

% Chg
2013 2014 2015 2015 2016 From 2015| 2017 2018 2019
Actual Actual | Budget Projected | Budget Projected | Forecast Forecast Forecast

Source of Funds:

Charges for Service 28,732 30,612 | 29,976 30,304 | 30,147 -0.5%| 31,051 31,983 32,942

Other Misc Revenues 1,782 1,147 | 1,010 1,420 | 1,010 -28.9% 1,040 1,072 1,104

Operating Transfers In 3,856 3,086 292 292 261 -10.6% 271 282 294
Total Source of Funds 34,370 34,845 [ 31,278 32,016 | 31,418 -1.9%| 32,363 33,336 34,339
Use of Funds:

Health and Welfare 1,097 1,244 | 2,530 1,082 | 2,593 139.7% 2,671 2,751 2,834

Attorney 6,132 6,452 | 7,185 6,847 [ 7,341 7.2% 7,561 7,788 8,021

Workers Compensation 10,461 9,771 7,469 10,391 8,607 -17.2% 9,007 9,447 9,895

Liability 6,026 3,286 | 8,790 3,500 [ 7,551 115.7% 8,139 8,274 8,473

Human Resources 2,468 1,555 1,630 1,533 1,641 7.0% 1,690 1,741 1,793

Finance Dept - Risk Mgmt 2,535 2,859 2,459 2,443 2,097 -14.2% 2,159 2,224 2,291

Transfers 1,000 1,000 | 1,000 1,000 - 0.0% - - -
Total Use of Funds 29,718 26,168 | 31,064 26,796 | 29,829 11.3%| 31,227 32,225 33,307
Change in Net Position * 2,853 13,756 214 5,221 1,588 1,135 1,112 1,033
Net Position* 4,554 18,309 | 18,523 23,530 | 25,118 26,254 27,366 28,398
Cash Balance 61,419 70,785 | 70,999 76,006 | 77,595 78,730 79,842 80,874
Target Cash Reserve 55,688 50,937 | 53,106 53,055 | 55,370 57,900 60,679 63,670
Variance Cash to Target Reserve 5,731 19,848 | 17,893 22,951 | 22,224 20,830 19,163 17,204

1Change in net position and net position are CAFR values for 2013 and 2014
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.
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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.

BUSINESS LINES

e Valuation and Classification of Real Estate Property — Perform the assessment
function for all real estate and appropriate personal property and share this information
with Hennepin County

a. Valuation — The annual estimation of value for all taxable and non-taxable real
property per state law.

i. Per Minnesota statute 20% of the taxable properties must be inspected
each year

ii. Inspect and update property records for all new construction and
significant remodeling, modifications or demolition

b. Classification — The annual classification and recording of parcels by ownership,
property use and property type.

i. Evaluate new exempt applications and verify existing exempt
organizations
ii. Administer and enforce all property tax programs and laws
iii. Process existing and new property divisions and combinations

e Preserve equity and fairness in the distribution of the tax burden —

a. Appeals and Reviews — Respond to all informal and formal owner/taxpayer
appeals and requests for property reviews. Defend values and classifications at
the City and County Boards of Appeal and Equalization.

b. Tax Court Petitions — Defend the departments assessed values and
classifications in Minnesota Tax Court.
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ORGANIZATION CHART
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How Would You Rate the Minneapolis City Government
on Providing Value for Your Tax Dollars, 2012
43%

50%
A45%0
A40%
35%
30%%
25%
20% -
15%6
10%
5%
(o)

Very Good Good COnly Fair Poor Don't Know
Mote: Margin of error within a survey year is + three percentage points
Sowrce: Resident Survey

A City That Works

Appraisals and Assessments Administration General Fund: $5,027,275

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, and Neighborhood and Business
Relations. The office also administers property tax programs in accordance with state law.

Financial Analysis

Expenditure

The total Assessor Department’s budget increases from $4.9 million to $5.1 million from 2015 to
2016. This is an increase of $158,000 or 3.2%. The Assessor Department’s 2016 expenditure
budget reflects inflationary increases in operating costs and ongoing General Fund budget
enhancement of $100,000 for an additional FTE.

Revenue
This department does not produce revenue. Revenues reported in past years in this department
are now being accounted for under City’s general revenues.

Fund Allocation
This department is funded completely in the General Fund.

Mayor’'s Recommended Budget

The Mayor recommended $114,500 ongoing General Fund resources for an additional 1.0 FTE
(Business Applications Manager) to provide appraisers and staff with additional technical
support to analyze data and identify real estate market trends.

Council Adopted Budget
The City Council approved the Mayor’'s recommendations.
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ASSESSOR
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL

SALARIES AND WAGES 2,064,244 2,420,234 2,660,527 2,836,637 6.6% 176,110

FRINGE BENEFITS 748,000 954,010 1,074,079 1,095,724 2.0% 21,645

CONTRACTUAL SERVICES 804,369 907,236 791,816 875,547 10.6% 83,731

OPERATING COSTS 163,569 218,167 207,958 219,367 5.5% 11,409

CAPITAL 135,000 -100.0% (135,000)

TOTAL GENERAL 3,780,182 4,499,647 4,869,380 5,027,275 3.2% 157,895

TOTAL EXPENSE 3,780,182 4,499,647 4,869,380 5,027,275 3.2% 157,895

2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
CHARGES FOR SALES 1,500 1,700 500 -100.0% (500)
OTHER MISC REVENUES 30 62 0.0% 0
PROPERTY TAXES 53,882 62,000 -100.0% (62,000)
STATE GOVERNMENT 51,553 0.0% 0
GENERAL 55,412 53,315 62,500 -100.0% (62,500)
TOTAL REVENUE 55,412 53,315 62,500 -100.0% (62,500)
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ASSESSOR
EXPENSE AND REVENUE INFORMATION
Expense 2013 - 2016 Revenue 2013 - 2016
In Millions In Millions
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Staffing Information
Division 2013 Budget 2014 Budget 2015 Budget 2016;(;?;;:;2 % Change Change
ASSESSOR OPERATIONS 35.00 36.00 36.00 37.00 2.8% 1.00
Overall 35.00 36.00 36.00 37.00 2.8% 1.00
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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.

BUSINESS LINES

The City Attorney’s Office (CAO) has two business lines. They are:
1. Criminal Division: Prosecutes all adult misdemeanor, gross misdemeanor and petty

misdemeanor crime in the City of Minneapolis.
2. Civil Division: Delivers legal services for City clients and provides litigation representation.

ORGANIZATION CHART

Deput A Deput
ey Administration Py
Criminal Division Civil Division
Legal
Secretary
Supervising Supervising Supervising Litigation Manager
Attorney Attorney Atforney
Criminal Civil
Support Support
Community Special ) . Domestic
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City of Minneapolis - City Attorney 171 2016 Council Adopted Budget



Home

SELECTED RESULTS MINNEAPOLIS MEASURES
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Difference in Average Time from Case Review to Case Filing in Court &
Case Resolution for Gone on Arrival cases after Implementation of
Violence Against Women Act (VAWA) Grant
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A City That Works

Community Attorney General Fund: $995,307
Other Funds: $474,161

The CAO houses a prosecutor in each of the 5 MPD Precincts whose mission is to engage the
community in neighborhood public safety issues and to serve as a resource for MPD. The
program includes 5 Community Attorneys, 3 Paralegals, Focus 18 — 24 team, and the
Downtown 100 Prosecutor. The program engages local residents and neighborhood businesses
in responding to public safety and livability crime concerns in their communities.

Living Well

Criminal Prosecution General Fund: $8,580,180

The Criminal Division of the City Attorney’s Office prosecutes all adult gross misdemeanor,
misdemeanor, petty misdemeanor and traffic offenses in the City of Minneapolis. Prosecution is
a mandated function. The criminal prosecution function is divided into four teams: domestic
violence, chronic offender prosecutions and two teams that prosecute all other cases, ranging
from DWI, reckless driving (that can include fatalities) to trespass, carrying a weapon without a
permit, driving after revocation or suspension of a license and civil forfeiture cases.

The CAO also participates in specialty courts and calendars in Hennepin County District Court,
including mental health court, veteran's court, GIFT (Gaining Independence for Females in
Transition) review calendar and DWI court. The specialty courts require extra prosecutor time
for appearances, staffing meetings and review calendars but provide impressive results in
reducing recidivism. Finally, the criminal prosecution program handles appeals of criminal cases
to the Minnesota Court of Appeals and the Minnesota Supreme Court. The office also devotes
resources to the prosecution of domestic violence and livability crime chronic offenders.

A Hub of Economic Activity and Innovation

Civil Litigation Other Funds: $3,794,414

The Civil Division 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 when
claims are made against the City. Litigation group attorneys are assigned to litigate those
matters and represent the City in civil matters filed in the state and federal district and appellate
courts and before administrative agencies. The group also handles civil rights charges against
the City, worker's compensation cases and claims in excess of $25,000 and claims that involve
allegations of police misconduct or where the party is represented by legal counsel.

In addition to providing representation for the City, litigation group attorneys provide direct

defense of City officers and employees in cases in which employees are personally named in a
lawsuit, as dictated by City policy and State law.
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One Minneapolis

Client Services Other Funds: $3,546,225

The Client Services group provides all non-litigation legal services for City clients including
providing advice to all City departments, boards, commissions and office holders. The group is
called upon to draft development agreements, prepare ordinances and charter amendments,
advice the City on the myriad of legal questions facing the City and its operations ranging from
governmental authority to election law to compliance with the open meeting law and data
practices act. The group also represents labor arbitrations, civil service and veteran’s
preference proceedings.

Financial Analysis

Expenditure

The total City Attorney Department’s budget increases from $16.7 million to $17.4 million from
2015 to 2016. This is an increase of $680,000, or 4.1%. The City Attorney Department’s 2016
expenditure budget reflects the following changes from 2015; routine inflationary increases in
operating costs, additional $655,500 General Fund resources in enhancements and rightsizing
of the department’s budget by reducing $200,000 of ongoing General fund resources. The
department’s FTE count increases by 2 FTEs or 1.8% from 110 in 2015 to 112 in 2016.

Revenue
Projected revenues of $260,000 in 2016 will be $30,000 higher from 2015 levels.

Fund Allocation

This department is funded primarily by the General Fund at 55%, with the remainder of the
department’s funding found in the Self Insurance Fund at 42% and 3% funded by the Special
Revenue Fund.

Mayor’'s Recommended Budget

The Mayor recommended the following ongoing General Fund allocations: $40,000 for
negotiation skills training and building enterprise capacity in the area of negotiation, $50,000 to
cover the shortfall in funding from the Justice Assistance Grant (JAG) that supports two
prosecutor FTEs, and $65,000 for the Domestic Violence Hotline that provides advocacy
services for domestic abuse victims.

The Mayor also recommended the following one-time General Fund allocations: $248,000 to
fund a two-year pilot program to create a charging team to replace Tab Charging by police of
arrested persons (includes 2.0 FTE’s), $100,000 for Restorative Justice program which
supplements the existing $50,000 in the base budget, $15,000 to develop policy change
recommendations for driving-related offenses, $15,000 to develop an evidence-based
community consequence for carrying without a Permit Cases, $25,000 for ‘Business Made
Simple’ process improvements and plain language consulting services, and $10,000 for a two-
year diversion pilot program with Minneapolis Police department that involves obstruction of
legal process charges.

The Mayor also recommended rightsizing the City Attorney’s base budget by reducing the
ongoing General Fund resources by $200,000.
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Council Adopted Budget
The City Council amended the Mayor's recommendations by providing one-time allocation of
$87,500 to be used for continuation of the Hot Spots Pilot for 2016.

The Council also directed the department, in conjunction with Community Planning & Economic
Development, Finance & Property Services and other relevant departments, to return to both
the Community Development & Regulatory Services and Ways & Means Committees by April 1,
2016, with an overview and report on the status of the City’s tax increment financing (TIF)
program, including the Common Project and Consolidated TIF Districts. Additionally, staff is
directed to provide an overview of City development projects that are foreseeable in the next
five years, including potential funding sources.
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ATTORNEY
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 4,274,836 4,453,206 4,642,266 4,764,276 2.6% 122,010
FRINGE BENEFITS 1,370,826 1,537,668 1,789,066 1,955,295 9.3% 166,229
CONTRACTUAL SERVICES 2,222,144 2,073,901 2,418,235 2,610,407 7.9% 192,172
OPERATING COSTS 93,082 148,321 152,280 245,509 61.2% 93,229
TOTAL GENERAL 7,960,888 8,213,096 9,001,847 9,575,487 6.4% 573,640
SPECIAL REVENUE
SALARIES AND WAGES 246,321 297,001 347,565 291,112 -16.2% (56,453)
FRINGE BENEFITS 80,737 83,937 90,451 98,049 8.4% 7,598
CONTRACTUAL SERVICES 85,836 80,981 85,000 85,000 0.0% 0
TOTAL SPECIAL REVENUE 412,894 461,919 523,016 474,161 -9.3% (48,855)
INTERNAL SERVICE
SALARIES AND WAGES 3,619,240 3,837,902 4,219,620 4,436,489 5.1% 216,869
FRINGE BENEFITS 1,142,955 1,020,801 1,426,170 1,434,736 0.6% 8,565
CONTRACTUAL SERVICES 1,382,625 1,271,993 1,344,687 1,303,560 -3.1% (41,127)
OPERATING COSTS 144,619 145,479 195,018 165,855 -15.0% (29,163)
TOTAL INTERNAL SERVICE 6,289,440 6,276,175 7,185,495 7,340,639 2.2% 155,144
TOTAL EXPENSE 14,663,222 14,951,190 16,710,358 17,390,287 4.1% 679,929
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
CHARGES FOR SERVICES 37,729 11,078 20,000 20,000 0.0% 0
OTHER MISC REVENUES 30,751 36,639 30,000 0.0% 30,000
GENERAL 68,480 47,717 20,000 50,000 150.0% 30,000
SPECIAL REVENUE
FEDERAL GOVERNMENT 53,015 49,079 0.0%
LOCAL GOVERNMENT 174,508 200,000 200,000 200,000 0.0%
SPECIAL REVENUE 227,523 249,079 200,000 200,000 0.0% 0
INTERNAL SERVICE
CHARGES FOR SERVICES 1,126 15 0.0%
OTHER MISC REVENUES 20,869 13,137 10,000 10,000 0.0%
INTERNAL SERVICE 21,995 13,152 10,000 10,000 0.0% 0
TOTAL REVENUE 317,998 309,948 230,000 260,000 13.0% 30,000
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EXPENSE AND REVENUE INFORMATION
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CITY ATTORNEY
Staffing Information
- 2016 Council
0,
Division 2013 Budget 2014 Budget 2015 Budget Adopted Y Change Change
CIVIL DIVISION 41.50 45.50 47.50 47.50 0.0% 0
CRIMINAL DIVISION 60.50 62.50 62.50 64.50 3.2% 2.00
Overall 102.00 108.00 110.00 112.00 1.8% 2.00
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CiTty CLERK

MISSION

The Office of City Clerk is the secretariat of the City Council and facilitates its legislative
processes. In addition, the office serves as the organizational center for three enterprise
programs: elections administration; records and information management; and the document
solutions center.

BUSINESS LINES

The City Clerk is elected by City Council and serves concurrently as the corporate secretary of
the municipal corporation and secretary of its governing body. The office has five distinct lines of
business:

Elections & Voter Services

Records & Information Management
Legislative Support

Document Solutions Center
Department Operations

arwnNpE

ORGANIZATION CHART

City Clerk

Legislative
Support &
Operations

Records & Info.
Management

Elections &
Voter Services

SELECTED RESULTS MINNEAPOLIS MEASURES
This department does not participate in Results Minneapolis.

One Minneapolis

Elections & Voter Services General Fund: $1,780,863

The Elections & Voter Services program serves as the gateway to representative democracy,
protecting rights guaranteed by the federal and state constitutions. By conducting free and fair
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elections, this program fosters public confidence in electoral processes and in elected officials
who serve and represent Minneapolis voters at federal, state, and local levels. The program
ensures readiness and capability to conduct an election whenever required in support of the
constitutional rights of all qualified voters in the City of Minneapolis.

A City that Works

Office of City Clerk General Fund: $3,242,698
Other Funds: $1,383,892

The Office of City Clerk provides legislative support that ensures legislative processes comply
with all legal and procedural requirements and supports effective governance by recording,
publishing, and providing access to the official acts, orders, and decisions of the Mayor and City
Council.

This program also provides records and information management that ensures all City data and
information assets are created, maintained, disposed of or preserved in accordance with legal
and operating requirements with due regard for accessibility, business continuity, probity, risk,
and economy.

FINANCIAL ANALYSIS

Expenditure

The total City Clerk Department’s budget increases from $5.7 million to $6.4 million from 2015
to 2016. This is an increase of $720,000, or 12.7%. The 2016 City Clerk’s budget reflects
inflationary increases in operation costs and $200,000 in enhancements.

Revenue

Budgeted revenue for this department in 2016 is projected to be $1.2 million, inclusive of an
additional $173,000 collected through cost allocation model charges to other departments
related to data operations. This represents an increase of 2.0% from the 2015 budget.

Fund Allocation
This department is funded primarily by the General Fund (78%), with the remaining 22% from
internal service funds for the document center function.

Mayor’'s Recommended Budget
The Mayor recommended $200,000 one-time General Fund resources to provide supplemental
funding for the presidential election.

Council Adopted Budget

The City Council approved the Mayor's recommendations and directed staff to identify and
reallocate 1.0 vacant Full-time Equivalent (FTE) position within the City’s existing complement
to the Office of City Clerk for an analyst position to provide management, policy, and fiscal
support to the City Council and its committees.

City of Minneapolis - City Clerk 182 2016 Council Adopted Budget

Home



Home

CITY CLERK
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 1,450,462 2,231,425 2,028,770 2,113,335 4.2% 84,565
FRINGE BENEFITS 385,203 466,755 673,952 695,566 3.2% 21,614
CONTRACTUAL SERVICES 1,717,407 1,632,441 1,390,954 1,548,842 11.4% 157,889
OPERATING COSTS 274,106 381,975 227,192 233,756 2.9% 6,564
CAPITAL 1,792 17,062 432,062 2,432.3% 415,000
TOTAL GENERAL 3,827,179 4,714,388 4,337,929 5,023,561 15.8% 685,632
INTERNAL SERVICE
SALARIES AND WAGES 217,687 218,201 290,424 337,847 16.3% 47,423
FRINGE BENEFITS 62,865 60,973 145,781 149,340 2.4% 3,559
CONTRACTUAL SERVICES 814,106 968,163 782,296 785,834 0.5% 3,538
OPERATING COSTS 261,940 225,811 120,225 100,400 -16.5% (19,825)
CAPITAL 10,472 10,472 0.0% 0
TOTAL INTERNAL SERVICE 1,356,599 1,473,148 1,349,198 1,383,892 2.6% 34,694
TOTAL EXPENSE 5,183,778 6,187,537 5,687,127 6,407,454 12.7% 720,326
REVENUE 2013 Actual 2014 Actual 2015 Adopted 2016 Council  Percent Change
Adopted Change
GENERAL
CHARGES FOR SALES 570 95 300 0.0% 300
CHARGES FOR SERVICES 6,046 212,020 106,281 101,800 -4.2% (4,481)
LICENSE AND PERMITS 4,712 2,650 1,000 1,000 0.0% 0
OTHER MISC REVENUES 121,169 0.0% 0
GENERAL 11,327 335,933 107,281 103,100 -3.9% (4,181)
INTERNAL SERVICE
CHARGES FOR SERVICES 1,207,341 1,369,941 1,110,766 1,139,261 2.6% 28,495
OTHER MISC REVENUES 72 0.0% 0
TRANSFERS IN 80,380 0.0% 0
INTERNAL SERVICE 1,207,413 1,450,321 1,110,766 1,139,261 2.6% 28,495
TOTAL REVENUE 1,218,740 1,786,254 1,218,047 1,242,361 2.0% 24,314
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CITY CLERK
EXPENSE AND REVENUE INFORMATION
Expense 2013 - 2016 Revenue 2013 - 2016
In Millions In Millions
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CITY CLERK
Staffing Information

Division 2013 Budget 2014 Budget 2015 Budget 2016@?;:23 % Change Change
CENTRAL MAILING 0.35 0.35 0.35 0.05 85.7%  (0.30)
CITY CLERK - ADMINISTRATION 17.00 16.00 19.00 19.00 0.0% 0
COPY CENTER 5.65 5.65 4.65 4.95 6.5% 0.30
DATA OPERATIONS CENTER 1.00 1.00 0.0%
ELECTIONS & REGISTRATION 4.00 5.00 6.00 6.00 0.0%
Overall 27.00 27.00 31.00 31.00 0.0%

Positions 2013-2016
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City CouNcCIL

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.

BUSINESS LINES

The City Council is the elected, representative body of the City government. It formulates public
policies in conjunction with the Mayor to ensure the general health, safety, and welfare of the
community, exercises oversight of the City’s departments, and advocates for community needs
and priorities at local, state, and national levels. In summary, the business lines are as follows:

o Legislative Authority & Policy Enactment

e Executive Oversight & Evaluation
e Community Representation

ORGANIZATION CHART

CITY COUNCIL
13 Members

CITY CLERK |
)ffice of City Clerk

- .I _________ I

STANDING WARD OFFICES
COMMITTEES 26 Aides & Associates

e - - -

SELECTED RESULTS MINNEAPOLIS MEASURES

As an elected, policymaking body, this department does not have specific Results Minneapolis
measures that it is required to meet.
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A City that Works

City Council General Fund: $4,881,494

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 30,000 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 City 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 2016 City Council Department’s budget of $4.9 million remains similar to the 2015'’s
budget with a slight decrease of $12,000 or 0.2% due to reduction in liability premium.

Revenue

This department is not expected to generate revenue in 2016, which is consistent with prior
years.

Fund Allocation
This department is funded completely by the General Fund.

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

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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CITY COUNCIL
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 2,384,921 2,625,710 2,642,114 2,676,997 1.3% 34,883
FRINGE BENEFITS 799,276 890,249 1,073,218 1,109,165 3.3% 35,947
CONTRACTUAL SERVICES 770,273 839,978 789,177 894,680 13.4% 105,503
OPERATING COSTS 397,045 429,083 388,990 200,652 -48.4% (188,338)
TOTAL GENERAL 4,351,516 4,785,018 4,893,499 4,881,494 -0.2% (12,005)
TOTAL EXPENSE 4,351,516 4,785,018 4,893,499 4,881,494 -0.2% (12,005)
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
OTHER MISC REVENUES 397 0.0%
GENERAL 397 0
TOTAL REVENUE 397
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CITY COUNCIL
EXPENSE AND REVENUE INFORMATION

Expense 2013 - 2016

In Millions
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CITY COUNCIL
Staffing Information

Home

Division

CITY COUNCIL STAFF

2013 Budget

39.00

2016 Council
Adopted
39.00

2014 Budget 2015 Budget

39.00 39.00

% Change Change

0.0% 0

Overall
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2013 Budget

City of Minneapolis - City Council

39.00

39.00 39.00 39.00

Positions 2013-2016
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0.0% 0

2016 Council Adopted
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CiTY COORDINATOR

MISSION

The City Coordinator department provides 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 coordinator shall coordinate City
activities as directed by the City Council and shall supervise the Minneapolis Convention
Center, convention and tourism, federal programs, and such activities as the City Council may

direct.

BUSINESS LINES

The City Coordinator Department has three primary business lines:

Strategic Policy Development and Implementation: The City Coordinator acts as a
strategic policy advisor to the Mayor and City Council and ensures that policy and
project implementations are accountable and consistent with Mayor and Council
direction.

Enterprise Management Services: The City Coordinator provides strategic direction
and oversight to the City's management departments including communications, finance
and property services, human resources, information technology, intergovernmental
relations, and neighborhood & community relations to ensure that efficient and effective
internal services serve all other City departments in successful achievement of their
missions.

Direct Services: The City Coordinator has direct management oversight responsibilities
to ensure cost-effective, high-quality service and public accountability for line services
including emergency preparedness, 911 emergency communications, non-emergency
information and services (Minneapolis 311), and the work of the Minneapolis Convention
Center.
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ORGANIZATION CHART
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EXPENSE AND REVENUE INFORMATION

Home

EXPENSE 2013 Actual 2014 Actual 2015 Adopted 2016;;;:)’;23 % Change  Change
CAPITAL 324,226 883,301 389,160 138,231  -64.5%  (250,929)
CONTRACTUAL SERVICES 16,740,852 15,051,974 13,076,324 12,362,068 55%  (714,256)
GENERAL FRINGE BENEFITS 7,663,255 8,580,421 9,962,184 10,370,556 41% 408,372
OPERATING COSTS 2,590,859 2,425,719 2,441,716 2,193,332  -10.2%  (248,384)
SALARIES AND WAGES 21,261,309 23,130,833 24,433,918  257271,471 34% 837,553
GENERAL 48,580,500 50,072,248 50,303,303 50,335,659 0.1% 32,355
CAPITAL ) 590,721 6,976,000 1,080.9% 6,385,279
CONTRACTUAL SERVICES 32,450,581 35355661 39,236,232 28,713,710  -26.8% (10,522,522)
INTERNAL SERVICE FRINGE BENEFITS 3,828,044 3,544,442 4,721,954 5,361,444 13.5% 639,490
OPERATING COSTS 4,138,021 4,307,513 3,062,108 3,222,303 52% 160,195
SALARIES AND WAGES 10,334,661 9,652,908 12,165,204 14,332,208  17.8% 2,167,003
INTERNAL SERVICE 50,751,307 52,860,524 59,776,220 58,605,664 -2.0% (1,170,555)
CAPITAL 11,824,741 11,879,164  14,885262 17,247,421  15.9% 2,362,159
CONTRACTUAL SERVICES 25,343,225 28,837,791 29,050,951  35384,350  21.8% 6,333,399
FRINGE BENEFITS 3,563,721 3,825,178 5,174,170 5,392,276 42% 218,106
SPECIAL REVENUE  5pERATING COSTS 2,795,902 1,842,537 1,738,212 1,610,977 73%  (127,235)
SALARIES AND WAGES 10,070,801 10,453,923 11,212,971 11,911,889 6.2% 698,918
TRANSFERS 10,961 0
SPECIAL REVENUE 53,508,391 56,849,554 62,061,566 71,546,912  15.3% 9,485,346
TOTAL EXPENSE 152,930,198 150,782,327 172,141,089 180,488,235 4.8% 8,347,146
REVENUE 2013 Actual 2014 Actual 2015 Adopted 2018 COUNCll o cpange  Change
Adopted
DEBT SERVICE INTEREST 171,161 0
DEBT SERVICE 171,161 0
CHARGES FOR SALES 1,093 1,664 0
CHARGES FOR SERVICES 5,260 4,160 0
CONTRIBUTIONS 944,831 0
GENERAL FRANCHISE FEES 3,503,201 955,080 950,000 950,000
OTHER MISC REVENUES 17,385 46,296 1,500 -100.0% (1,500)
RENTS 759 190 0
GENERAL 4,472,528 1,007,390 1,500 950,000 63,233.3% 948,500
CHARGES FOR SALES 590,562 596,370 324,293 324,293 0.0% 0
CHARGES FOR SERVICES 30,449,660 46,370,425 34,964,918 34,887,031 02%  (77,887)
FINES AND FORFEITS 53,151 18,281 0
INTERNAL SERVICE LONG TERM LIABILITIES PROCEEDS 4,844,732 365,914 2,020,819 909,305  -55.0% (1,111,514)
OTHER MISC REVENUES 45,633 54,111 3,000 3,000 0.0% 0
RENTS 14,060,331 14,388,150 15,951,461 19,782,462  24.0% 3,831,001
TRANSFERS IN 3,580,076 0
INTERNAL SERVICE 59,044,068 65,373,328 53,264,491 55,906,091 5.0% 2,641,600
CHARGES FOR SALES 3,240 0
CHARGES FOR SERVICES 5,788,478 6,051,444 6,200,000 6,000,000 -3.2%  (200,000)
CONTRIBUTIONS 48,931 13,814 900,000 900,000
FEDERAL GOVERNMENT 3,695,064 893,828 1,100,000 1,000,000 -9.1%  (100,000)
INTEREST 266,849 214,631 164,130 113,628  -30.8%  (50,502)
SPECIAL REVENUE LONG TERM LIABILITIES PROCEEDS 2,610,126 5,672,939  117.3% 3,062,813
OTHER MISC REVENUES 3,435,190 4,025,496 3,650,000 10,500,000  187.7% 6,850,000
RENTS 7,238,371 8,202,829 8,047,000 8,547,000 -45%  (400,000)
SALES AND OTHER TAXES 57,533,157 1,976,384 1,300,000 1,394,000 7.2% 94,000
STATE GOVERNMENT 412,263 685,959 515,480 515,480 0.0% 0
TRANSFERS IN 4,966,000 5,520,516 6,225,384 6,127,000 -1.6%  (98,384)
SPECIAL REVENUE 83,387,543 27,584,902 30,712,120 40,770,047  32.7% 10,057,927
TOTAL REVENUE 146,904,139 94,136,781 83,978,111 97,626,138  16.3% 13,648,027
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CITY COORDINATOR

Staffing Information

Division 2013 Budget 2014 Budget 2015 Budget 2016;;2;:;3 % Change Change
311 28.00 31.00 31.00 30.00 -3.2% (1.00)
911 80.00 80.00 84.00 84.00 0.0% 0
City Coordinator 9.00 11.00 20.00 24.00 20.0% 4.00
Communications 12.00 12.00 12.00 12.00 0.0% 0
Convention Center 177.10 177.30 173.30 173.30 0.0% 0
Emergency Management 4.00 6.50 6.50 6.50 0.0% 0
Finance And Property Services 240.50 250.00 251.00 251.00 0.0% 0
Human Resources 48.80 50.80 51.80 51.80 0.0% 0
Information Technology 54.00 60.00 94.00 94.00 0.0% 0
Intergovernmental Relations 8.00 8.00 8.00 8.00 0.0% 0
Neighborhood & Community Relations 16.00 16.00 16.00 17.00 6.3% 1.00
Total City Coordinator Depts. 677.40 702.60 747.60 751.60 0.5% 4.00
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CITY COORDINATOR — ADMINSTRATION

One Minneapolis

Office of Sustainability General Fund: $769,405

The major focus for Office of Sustainability includes: driving citywide and internal sustainability
policy through performance measurements, research, planning inter-departmental collaboration
and funding development; providing special focus on Homegrown Minneapolis Initiative
(healthy, sustainable locally grown food), climate and energy strategies, tree canopy
improvements, waste and general sustainability issues; and ensuring that work aligns with City’s
priorities concerning equity and running the city well.

Services provided under the Sustainability program include:

e Implementing the Clean Energy Partnership’s work plan in cooperation with other
departments and utility staff,

¢ Continuing implementation of the building disclosure ordinance including work funded by
the McKnight Foundation, Energy Foundation and Minnesota Pollution Control Agency
(MPCA);

¢ Implementing Homegrown Minneapolis Initiative — including developing land access
policy, revising regulations, expanding Food Council membership, conducting local food
economy/access research and supporting farmers markets;

e Successfully staffing four committees (Community Environmental Advisory Commission,
Food Council, Clean Energy Partnership and Energy Vision Advisory Committee) acting
on clear charge and bi-annual goals, contributing to policy discussions;

¢ Enhancing and implementing the City Trees program,

e Assisting with the development of the City’s Zero Waste initiative.

Living Well

Arts, Culture, & the Creative Economy General Fund: $417,006

The main focus of the Arts, Culture and the Creative Economy program is to leverage the
creative sector towards strengthening social and economic growth in the city of Minneapolis.
The work of this program is focused on promoting and coordinating City resources to develop
the arts as a generator for economic and social growth in alignment with the following City
goals:

e One Minneapolis — residents are informed, see themselves represented in City
government and have the opportunity to influence decision making.

¢ A hub of economic activity and innovation — entrepreneurs are supported while sector
strengths (such as arts) are leveraged.

e Living well — residents and visitors have ample arts, cultural, entertainment and
recreational opportunities.

e Great places - iconic, inviting streets, spaces and buildings create a sense of place and
welcome our growing and diversifying population with thoughtful planning and design.
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Equity and Inclusion General Fund: $250,000

The equity and inclusion program focuses on achieving the following: reducing racial disparities
for Minneapolis residents, prosperity in key areas of safety for all Minneapolis neighborhoods,
better health, enhanced economy/income and overall livability, and Equitable City systems and
service delivery. The equity and inclusion works in coordination with the Mayor, Council,
community and departments by providing leadership on: City of Minneapolis racial equity work,
and community turnaround strategies, including the Promise Zone Initiative, for Minneapolis’
most challenged neighborhoods.

A City that Works

Strategic Management and Administration General Fund: $2,834,141

The strategic advising program includes the continuous improvement and results management
team members and overall administration. Services provided under this program include:

¢ Providing leadership and strategic guidance toward the development and achievement
of city vision, values and goals;

e Strategic management for the enterprise: Serving as a leader, convener, problem solver,
connector, advisor, etc.;

¢ Policy guidance to elected officials;

o Administer City’s results management system focused on aligning the City’s planning;
resource allocation, performance monitoring and continuous improvement efforts toward
improving operation effectiveness and community results.

Innovation Team (i-team) Other Funds: $900,000

The i-team program serves as an in-house consulting team, providing data analysis and
performance measurement, process definition and improvement, project planning and
management, and creative/innovative thinking around new and existing resources. The
Innovation Team (i-team) is focused on improving the capacity in the City enterprise to
effectively design and implement new approaches that improve residents’ lives. Specifically, the
i-team will assess the equitable distribution, both in terms of race and geography, of our City
services and their possible impact on our city’s disparities (housing, employment, education,
safety, health, etc.). Using Bloomberg Philanthropies’ tested Innovation Delivery approach, the
Innovation Team will help City department/agency leaders and staffs go through a data-driven
process to assess problems, generate responsive new interventions, develop partnerships, and
deliver measurable results.

Financial Analysis

Expenditure

The total City Coordinator Department’s budget increases from $3.2 million to $5.2 million from
2015 to 2016. This is an increase of $1.9 million, or 59.1%. The City Coordinator Department’s
2016 expenditure budget reflects the following changes from 2015: inflationary increases in
operation costs, General Fund budgetary enhancements of $1.0 million, and $900,000 increase
in special revenue funded expenses reflecting the Bloomberg grant. The FTE count increases
by 4 FTE's from 20 in 2015 to 24 in 2016 in this department.

City of Minneapolis - City Coordinator Administration 197 2016 Council Adopted Budget

Home



Revenue

Revenues are projected to remain the same in this department due to the award of a multi-year
grant received early in 2015 (and therefore not reflected in the 2015 adopted budget). The
department’s total revenues in 2016 are projected to be $900,000.

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.

Mayor’'s Recommended Budget

The Mayor recommended the following ongoing General Fund allocations: $80,000 to leverage
the current initiatives in the Arts and Creative Economy program, $110,000 for Clean Energy
Partnership program initiatives (includes 1.0 FTE), and $200,000 (2.0 FTEs) for the Working
Families program.

The Mayor also recommended the following one-time General Fund resources: $145,000 for
consolidating the City’'s communication strategies, $160,000 for an Enterprise Continuous
Improvement Strategy (includes 1.0 FTE), $70,000 for roll-out of the Arts and Creative Economy
Road Map, $90,000 for Clean Energy Partnership programming, $100,000 for City-Wide
Partnerships initiatives, $50,000 for the Word Gap program, $20,000 for culturally specific
autism awareness, and $20,000 for Bike-Pedestrian education.

Council Adopted Budget

The City Council approved the Mayor’'s recommendations and directed the City Coordinator’s
department to work with pertinent staff to create a racial equity website by the third quarter of
2016 aimed at both external and internal stakeholders that will:

1. Create a central repository of best practices for City staff to use in defining policy and
procedures through a racial equity lens, including racial equity work in other jurisdictions,
locally and nationally, to foster learning and to build upon lessons learned by others
tackling similar challenges;

2. Provide training and other self-study resources to aid staff in deepening individual
understanding of cultural intelligence, race, and equity;

3. Promote existing City equity efforts to enable enterprise-level collaboration and sharing
of lessons learned;

4. Provide access to department-level and City-wide racial equity plans, as available;

5. Create a dashboard of progress against department-level goals for racial equity and
inclusion; and

6. Provide access to data that residents can use to explore equity-related issues.
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CITY COORDINATOR
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 795,303 1,050,590 1,214,615 1,614,556 32.9% 399,940
FRINGE BENEFITS 263,189 318,323 409,559 555,811 35.7% 146,253
CONTRACTUAL SERVICES 1,001,616 897,891 1,465,566 1,961,994 33.9% 496,428
OPERATING COSTS 595,439 119,203 159,271 138,191 -13.2% (21,080)
CAPITAL 126 0
TOTAL GENERAL 2,655,672 2,386,008 3,249,011 4,270,552 31.4% 1,021,541
SPECIAL REVENUE
SALARIES AND WAGES 2,428 18,093 459,206 459,206
FRINGE BENEFITS 1,165 4,005 173,220 173,220
CONTRACTUAL SERVICES 125,978 32,976 267,574 267,574
OPERATING COSTS 261 0
TOTAL SPECIAL REVENUE 129,832 55,075 900,000 900,000
TOTAL EXPENSE 2,785,504 2,441,083 3,249,011 5,170,552 59.1% 1,921,541
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
OTHER MISC REVENUES 30 0.0% 0
GENERAL 30 0
SPECIAL REVENUE
CONTRIBUTIONS 71,541 54,814 900,000 0.0% 900,000
FEDERAL GOVERNMENT 58,291 (1,707) 0.0% 0
SPECIAL REVENUE 129,832 53,108 900,000 900,000
TOTAL REVENUE 129,862 53,108 900,000 900,000
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CITY COORDINATOR
EXPENSE AND REVENUE INFORMATION

Expense 2013 - 2016 Revenue 2013 - 2016
In Millions In Millions
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CITY COORDINATOR
Staffing Information

Division 2013 Budget 2014 Budget 2015 Budget 2016AZ(:)[;:;::: % Change Change
ADMINISTRATION 7.00 9.00 17.00 20.00 17.6% 3.00
SUSTAINABILITY 2.00 2.00 3.00 4.00 33.3% 1.00
Overall 9.00 11.00 20.00 24.00 20.0% 4.00
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MINNEAPOLIS 311

MISSION

311 serves as the single point of contact for local government information and services
providing accountability and transparency by:

Simplifying access to information and services

Enabling organizations to deliver services more effectively
Tracking requests for service delivery from inception to completion
Providing process solutions

BUSINESS LINES

The 311 Department is the primary source of contact for government by providing a single
access point for all information and services.

Answer questions utilizing the department’s knowledge tools

Initiate a Service Request within the Enterprise Case Management (ECM)
system for processing by the resolving departments

When 311 is not able to resolve a customer request or issue, it connects the
customer to an expert within the City who can

ORGANIZATION CHART

City Coordinator

Director 311
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Manager — 311 Contact Center Contact Center An;o:tticgcieer;tjlzn
Operations 311 Program Aide Analyst - Technology Analyst — Training & Y . =
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SELECTED RESULTS MINNEAPOLIS MEASURES

370,000

340,000

310,000

280,000

Number of Contacts

250,000

311 Contacts - Breakdown

6,329
2

2012 013 2014
H Calls VM = Email B Mobile m Self Svc

7.00%

Abandoned Call Rate

6.00%

5.00%
4.00% -
3.00% -
2.00% -
1.00% -

0.00% -

2012 2013 Avg 2014 Avg. 2015 Target
Avg.

16000

Mobile Application And Web Use

14000

12000

10000
8000

6000

4000
2000 -

2012 2013 2014

B Mobile m Self Svc

City of Minneapolis - 311 203 2016 Council Adopted Budget

Home



A City That Works

Minneapolis 311 General Fund: $3,772,825

311 serves as the single point of contact for local government information and services
providing accountability and transparency by simplifying access to information and services,
enabling organizations to deliver services more effectively, tracking requests for service delivery
from inception to completion and providing process solutions. These services are available via
email, voicemail, on the internet using self service, or using the mobile application for smart
devices. Language translation is available using the language line, or by contacting 311 directly.
311 routes inquiries to the proper city department by creating a request for service, or
transferring a call to an expert.

FINANCIAL ANALYSIS

Expenditure

The total Minneapolis 311 Department’s budget increases from $3.7 million to $3.8 million from
2015 to 2016. This is an increase of $89,000, or 2.4%. The slight increase in this department’s
budget primarily due to routine inflationary operating increases is partially offset by the budget
rightsizing initiatives mentioned below. FTE count in 2016 is reducing by 1 or 3.2% from 31
FTE's in 2015.

Revenue
This department does not produce revenue.

Fund Allocation
This department is funded completely in the General Fund.

Mayor’'s Recommended Budget

The Mayor recommended rightsizing the budget by reducing $50,000 of ongoing General Fund
resources for personnel with a net effect of a 1.0 FTE reduction in the department’s authorized
staffing level.

Council Adopted Budget
The City Council approved the Mayor’'s recommendations.
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311
EXPENSE AND REVENUE INFORMATION
2016 Council Percent

EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change

GENERAL
SALARIES AND WAGES 1,445,475 1,662,871 1,711,411 1,741,940 1.8% 30,529
FRINGE BENEFITS 618,404 721,362 832,740 827,861 -0.6% (4,879)
CONTRACTUAL SERVICES 940,385 1,046,787 985,745 1,088,292 10.4% 102,546
OPERATING COSTS 43,763 57,175 106,068 114,732 8.2% 8,664
CAPITAL 47,500 -100.0% (47,500)
TOTAL GENERAL 3,048,027 3,488,195 3,683,465 3,772,825 2.4% 89,361
TOTAL EXPENSE 3,048,027 3,488,195 3,683,465 3,772,825 2.4% 89,361
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EXPENSE AND REVENUE INFORMATION
Expense 2013 - 2016
In Millions
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Staffing Information
Division 2013 Budget 2014 Budget 2015 Budget 2016;(;?;;:;2 % Change Change
311 28.00 31.00 31.00 30.00 -3.2% (1.00)
Overall 28.00 31.00 31.00 30.00 -3.2% (1.00)
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911

MISSION

Minneapolis 9-1-1 forms the vital link between the public and the emergency responders. The
department strives to collect and disseminate all requests for service in a prompt, courteous,
and efficient manner. The department’s actions help save lives, protect property and assist the
public in their time of need. The department’s motto is “Always here, always ready!”

BUSINESS LINES

911 Call Handling and Dispatching Operations
911 is the single contact point for emergency services. 911 Department is much more than a

call center; it receives, prioritizes, dispatches and manages public safety response throughout
the city.

ORGANIZATION CHART
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SELECTED RESULTS MINNEAPOLIS MEASURES

911 Quality Index
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911 Service Level 2015

176,000 calls
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911 Service Level 2015

176,000 calls
2% of calls answered in 0-40 seconds
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Living Well

911 Call Handling and Dispatch Operations General Fund: $9,212,137
Other Funds: $515,480

The 911 dispatch program is the only link between the public and emergency public safety
response. 911 receive, prioritize, dispatches and manages public safety response throughout
the city. No police car, fire truck or ambulance responds to any emergency in Minneapolis
unless the call has first been answered and processed by the 911 department.

Financial Analysis

Expenditure

The total 911 Department’s budget increases from $9.6 to $9.7 million from 2015 to 2016. This
is an increase of $160,000, or 1.7% due to routine inflationary operational increases and
budgetary enhancements in quality assurance.

Revenue
2016’s projected revenues of $515,000 from the State 911 program are projected to remain the
same as in 2015.

Fund Allocation
This department is funded primarily in the General Fund, with the remainder of the department’s
funding found in the Other Grant fund.

Mayor’'s Recommended Budget
The Mayor recommended $80,000 ongoing General Fund resources to enhance the quality
assurance/accountability activities required for department accreditation.

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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911
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 4,962,391 5,177,848 5,396,187 5,710,098 5.8% 313,911
FRINGE BENEFITS 1,703,619 1,886,504 2,237,558 2,316,629 3.5% 79,070
CONTRACTUAL SERVICES 946,540 923,251 1,120,177 1,026,644 -8.3% (93,533)
OPERATING COSTS 98,722 144,754 137,645 148,141 7.6% 10,496
CAPITAL 160,626 10,626 -93.4% (150,000)
TOTAL GENERAL 7,711,272 8,132,357 9,052,193 9,212,137 1.8% 159,944
SPECIAL REVENUE
SALARIES AND WAGES 1,622 0
CONTRACTUAL SERVICES 367,897 649,324 515,480 515,480 0.0% 0
OPERATING COSTS 46,583 36,635 0
TOTAL SPECIAL REVENUE 416,102 685,959 515,480 515,480 0 0
TOTAL EXPENSE 8,127,375 8,818,316 9,567,673 9,727,617 1.7% 159,944
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
CHARGES FOR SERVICES 705 266 0.0%
OTHER MISC REVENUES 40 0.0%
GENERAL 705 306 0
SPECIAL REVENUE
INTEREST 1,717 0.0%
STATE GOVERNMENT 412,263 685,959 515,480 515,480 0.0%
SPECIAL REVENUE 413,980 685,959 515,480 515,480 0 0
TOTAL REVENUE 414,685 686,265 515,480 515,480 0 0
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EXPENSE AND REVENUE INFORMATION

Expense 2013 - 2016
In Millions

2013 Actual 2014 Actual

2015 Adopted 2016 Council Adopted

Expense by Category
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911
Staffing Information
Division 2013 Budget 2014 Budget 2015 Budget 2016Ac(:j(<))l;>:;(i:: % Change Change
911 80.00 80.00 84.00 84.00 0.0% 0
Overall 80.00 80.00 84.00 84.00 0.0% 0
Positions 2013-2016
90.00
80.00
70.00
60.00
50.00
40.00
30.00
20.00
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OFFICE OF EMERGENCY MANAGEMENT

MISSION

The Office of Emergency Management (OEM) protects the people who live, work and play in the
City of Minneapolis, the State and Nation by building, sustaining and improving the department’s
capability to mitigate against, prepare for, respond to and recover from threatened or actual

disasters, whether natural or man-made and acts of terrorism.

ORGANIZATION CHART
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SELECTED RESULTS MINNEAPOLIS MEASURES

This department does not participate in Results Minneapolis due to the sensitive nature of their

work.
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Living Well

Office of Emergency Management General Fund: $812,740
Other Funds: $1,000,000

The Office of Emergency Management protects the people who live, work and play in the City of
Minneapolis, the State and Nation by building, sustaining and improving our capability to
mitigate against, prepare for, respond to and recover from threatened or actual disasters,
whether natural, man-made or acts of terrorism. As an enterprise office, the OEM serves other
City departments in external emergency management and internal continuity of operations. In
order to accomplish its mission, OEM partners with other local, regional, state and federal
government as well as the non-profit and private sectors. OEM functions are mandated by
Minnesota Statues as well as Minneapolis Ordinances.

Financial Analysis

Expenditure

The total Emergency Management Department’'s budget decreases from $1.9 million to $1.8
million from 2015 to 2016. This is a decrease of $55,000 or 3%. The General Fund portion
reflects $45,000 inflationary increases in operating expenses that are wholly offset by $100,000
decrease in Special Revenue funded activities resulting to a net decrease of $55,000 in the
department’s expenditure budget.

Revenue

Revenues are projected to decrease by $100,000 or 9.1% in this department due to decreased
Federal Government funding. The department’s total revenues in 2016 are projected to be $1.0
million.

Fund Allocation
This department is funded primarily by the Special Revenue Fund through grants, with the
remainder of the department’s funding found in the General Fund.

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

Council Adopted Budget
The City Council approved the Mayor’s recommendations.
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EMERGENCY MANAGEMENT
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 330,929 215,336 350,742 386,970 10.3% 36,227
FRINGE BENEFITS 106,469 65,968 119,095 106,942 -10.2% (12,153)
CONTRACTUAL SERVICES 254,398 249,367 221,442 268,198 21.1% 46,756
OPERATING COSTS 19,124 36,837 61,689 50,630 -17.9% (11,059)
CAPITAL 164,766 296,518 15,000 -100.0% (15,000)
TOTAL GENERAL 875,688 864,025 767,969 812,740 5.8% 44,771
SPECIAL REVENUE
SALARIES AND WAGES 65,181 182,668 203,000 225,011 10.8% 22,011
FRINGE BENEFITS 19,807 38,852 61,000 77,617 27.2% 16,617
CONTRACTUAL SERVICES 1,597,753 446,288 436,000 436,000 0.0% 0
OPERATING COSTS 1,196,170 228,395 0
CAPITAL 757,879 400,000 261,372 -34.7% (138,628)
TOTAL SPECIAL REVENUE 3,636,790 896,203 1,100,000 1,000,000 -9.1% (100,000)
TOTAL EXPENSE 4,512,477 1,760,228 1,867,969 1,812,740 -3.0% (55,229)
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
SPECIAL REVENUE
CONTRIBUTIONS (49,000) (49,000) 0.0% 0
FEDERAL GOVERNMENT 3,636,790 895,535 1,100,000 1,000,000 -9.1% (100,000)
SPECIAL REVENUE 3,587,790 846,535 1,100,000 1,000,000 -9.1% (100,000)
TOTAL REVENUE 3,587,790 846,535 1,100,000 1,000,000 -9.1% (100,000)
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EMERGENCY MANAGEMENT
EXPENSE AND REVENUE INFORMATION
Expense 2013 - 2016 Revenue 2013 - 2016
In Millions In Millions
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EMERGENCY MANAGEMENT
Staffing Information

Division 2013 Budget 2014 Budget 2015 Budget ZOIGAEZ;:;::; % Change Change
EMERGENCY MANGEMENT 4.00 6.50 6.50 6.50 0.0% 0
Overall 4.00 6.50 6.50 6.50 0.0% 0
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COMMUNICATIONS DEPARTMENT

MISSION

To actively communicate City government news and information to the public, so people who
live, work and play in Minneapolis understand and benefit from the work the City does and know
how to engage in the governing process.

BUSINESS LINES

e Lead Communications planning and execution for the City enterprise (internal and
external audiences), and assist elected officials and City departments with their
proactive and reactive communications challenges and opportunities.

Communications staff provides strategic communications support and planning to all City
departments and elected officials, edits and designs print publications and other
communications products, manages and oversees Internet and intranet website content and
government cable access, and oversees employee communications. It does this through
direct staff support, establishing protocols and procedures for departments, conducting
trainings and department-specific communications planning efforts.

e Manage the City’s cable franchise

Communications manages the City's cable franchise, including overseeing the current
franchise agreement and handling consumer complaints.

ORGANIZATION CHART

Communications
Director

Deputy
Director

Strategic

. . Video services
communications

Media relations
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SELECTED RESULTS MINNEAPOLIS MEASURES

City of Minneapolis Twitter followers 2012 - 2015

BOOOO
FO000
SO0
SOO00
L0000
S0000
20000

10000

Communications helps my department promote important news, information and services to
the public and key stakeholders (via news media, web, social media, video, graphic design,
etc.).How are we doing?

Excellent 14 15.20%
Above Average 31 33.60%
Average 35 38.04%
Below Average 8 8.60%
Poor 4 4.30%

Source: 2013 Management Survey

2014 Impact of Press Releases and Advisories

Publicity Ad
356 Press Audience Reach of — Value of
Relea.ses.and —> 40,034,862,275 $20,804,501
Advisories
2013 Impact of Press Releases and Advisories -
Publicity Ad
331 Press Audience Reach of — Value of
Releases and = 42,384,693,318 $26,652,035
Advisories
327 Press 2012 Impact of Press Releases and Advisories Publicity Ad
Releases and ——> Audience Reach of — Value of
Advisories 12,516,803,069 $20,350,262
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A City That Works

Enterprise Communications General Fund: $1,764,322

The Communications Department drives strategic proactive and reactive communications plans
and strategies and provides communications support to City departments so the people of
Minneapolis are aware of and have access to City news, information and services. The
department’s core work includes: media relations, crisis communications, social media, web
content, internal communications, video production and graphic design. Communications also
produces live and rebroadcast City government meetings and manages the government access
TV channels. In addition, Communications oversees the City’'s cable TV franchises with
Comcast and Century Link, and the contract with the Minneapolis Telecommunications Network
(MTN) for public access services.

One Minneapolis

Public Access TV General Fund: $472,496

This is direct funding through a contract with Minneapolis Telecommunications Network (MTN)
to operate the City’s public access TV channels and provide the public with access to television
broadcast equipment, training and airtime. MTN serves diverse populations by providing access
to all City residents including those who produce programs in languages other than English.

Financial Analysis

Expenditure

The total Communications Department’s budget increases from $2.21 million to $2.24 million
from 2015 to 2016. This is an increase of $25,000, or 1.1%. The Communications
Department’s 2016 expenditure budget reflects inflationary increases in operational costs and
an offsetting $50,000 reduction of ongoing General Fund resources in rightsizing initiatives.

Revenue
Projected revenues of $1.0 million in 2016 reflect a $948,500 increase since Cable TV PEG fee
revenues are back to being reported by Communications department.

Fund Allocation
This department is funded completely in the General Fund.

Mayor’'s Recommended Budget
The Mayor recommended rightsizing the department’s budget by reducing $50,000 of ongoing
General Fund allocations.

Council Adopted Budget:
The City Council approved the Mayor’'s recommendations.
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COMMUNICATIONS
EXPENSE AND REVENUE INFORMATION
2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL

SALARIES AND WAGES 820,152 795,223 850,009 881,348 3.7% 31,339

FRINGE BENEFITS 291,050 281,996 320,580 343,496 7.1% 22,915

CONTRACTUAL SERVICES 811,985 806,956 831,616 790,431 -5.0% (41,185)

OPERATING COSTS 91,203 105,011 92,883 101,547 9.3% 8,664

CAPITAL 156,225 176,783 116,425 119,996 3.1% 3,571

TOTAL GENERAL 2,170,614 2,165,970 2,211,514 2,236,818 1.1% 25,305

TOTAL EXPENSE 2,170,614 2,165,970 2,211,514 2,236,818 1.1% 25,305
REVENUE 2013 Actual 2014 Actual 2015 Adopted 2016 Council  Percent Change

Adopted Change
GENERAL
CHARGES FOR SALES 1,052 1,664 0.0% 0
CONTRIBUTIONS 944,831 0.0% 0
FRANCHISE FEES 3,503,201 955,080 950,000 0.0% 950,000
OTHER MISC REVENUES 1,500 -100.0% (1,500)
RENTS 759 190 0.0% 0
GENERAL 4,449,842 956,934 1,500 950,000 63,233.3% 948,500
TOTAL REVENUE 4,449,842 956,934 1,500 950,000 63,233.3% 948,500
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COMMUNICATIONS
EXPENSE AND REVENUE INFORMATION

Expense 2013 - 2016
In Millions
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COMMUNICATIONS
Staffing Information
Division 2013 Budget 2014 Budget 2015 Budget 2016Ac(:j(<))l;>:;(i:: % Change Change
COMMUNICATIONS 12.00 12.00 12.00 12.00 0.0% 0
Overall 12.00 12.00 12.00 12.00 0.0% 0
Positions 2013-2016
14.00
12.00
10.00
8.00
6.00
4.00
2.00

2013 Budget
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MINNEAPOLIS CONVENTION CENTER

MISSION

The Minneapolis Convention Center will be the best Convention Center by providing an
exceptional facility, outstanding internal and external customer service, and responsible use of
our resources.

BUSINESS LINES

Event Services is responsible for providing an exceptional product through the
coordination of both in-house departments and contracted services for these major event
activities: Event Services, Event Operations, Custodial Operations and Technology
Services. These business units work to address the areas of production, set-up, event
coordination, and other client needs.

Facility Services ensures that sufficient building, safety, and capital resources are
available to maintain a world-class facility for our customers. Proper maintenance,
contract management, and capital planning are keys to maintaining a world-class facility.
Facility Services coordinates the areas of safety and security, guest services, parking
and marshaling operations, building and grounds maintenance, and capital project
planning and management.

Sales and Marketing Services provide the first point of contact for all business. This
group is responsible for providing information about the facility, identifying and attracting
events, maintaining relationships, and gathering data on how the MCC serves
customers. The majority of these services are provided through our partnership with
Meet Minneapolis, in coordination with the Convention Center’'s Executive Management
Team.

Business and Employee Services addresses the need for depth and sophistication of
the business reporting requirements for our Executive Management Team and
stakeholders, as well as responds to employee relations and employee development
needs. We recognize that the labor force at the Convention Center must be fully
developed, fully utilized, and fully recognized in order to move us to the next level of
superior customer service.

City of Minneapolis - Convention Center 225 2016 Council Adopted Budget
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ORGANIZATION CHART

Minneapolis Convention Center
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SELECTED RESULTS MINNEAPOLIS MEASURES
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Recycling Percentage

Benchmark

* Total energy includes electricty, natural gas, cooling and heating.
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A Hub of Economic Activity and Innovation

Minneapolis Convention Center Events Program Other Fund: $23,999,898

The Convention Center Events Program provides sales, event coordination, delivery of audio
visual, utility, security and guest services to international, national, regional, state and local
clients and their attendees. This program also includes the City's contract with Meet
Minneapolis, which provides sales services for the convention center as well as destination
marketing for the City of Minneapolis.

Convention Center events drive economic impact to the City as these clients and attendees
purchase goods and services from the convention center as well as local businesses
contributing to a vibrant downtown. Meet Minneapolis also pursues leisure travelers and
sponsorship opportunities.

Minneapolis Convention Center Facilities Other Fund: $22,282,386

The Convention Center Facility Program provides the physical building and grounds of the
Convention Center as well as the staff to maintain this City asset. The Events Program utilizes
the facility to sell and host events. The Facilities Program includes capital expenditures.

Minneapolis Convention Center Tallmadge Building Other Fund: $175,000

The Convention Center Tallmadge Building is currently operated as an office building that is
leased to local businesses. Within the next several years, as lease contracts expire, the
Convention Center will implement our long-term competitive strategy to repurpose this building
into a visitor center and restaurant to provide amenities and access to cultural and recreational
activities to visitors. This will assist in attracting national business and economic impact to our
City.

Target Center Other Fund: $8,153,796

The Target Center program provides an operating subsidy and capital funds for this City-owned
facility through a contractual agreement with its operator, AEG.

FINANCIAL ANALYSIS

Expenditure

For 2016, the Convention Center Department’'s budget is $54.6 million, an increase of 3.8%
over the 2015 budget of $52.6 million. The increase reflects the routine inflationary operating
increases, internal service charges, and increase in one-time funding.

Revenue

Revenues are projected to increase by 10.3% in this department due to an increase in use of
fund balance. The department’s total revenues in 2016 are projected to be $25.2 million as
compared to $22.9 million in the 2015 budget.

Fund Allocation

This department is funded primarily in the Convention Center and Arena Funds and from funds
transferred from the General Fund.
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Mayor’s Recommended Budget

The Mayor recommended using the fund balance in the Convention Center fund in the amount
of $175,000 in one-time funding for the purpose of marketing, events and community
engagement programming. The Mayor also recommended $50,000 in one-time funding from
the General Fund for the Sister City program.

Council Adopted Budget

The City Council amended the Mayor’'s recommendations by providing an additional $500,000
for marketing contract incentive intended as part of the base budget.
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CONVENTION CENTER

EXPENSE AND REVENUE INFORMATION

Home

2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
SPECIAL REVENUE

SALARIES AND WAGES 9,003,483 9,320,984 9,803,948 9,719,963 -0.9% (83,985)

FRINGE BENEFITS 3,220,669 3,501,416 4,607,199 4,552,752 -1.2% (54,446)

CONTRACTUAL SERVICES 20,688,722 22,176,404 22,137,719 21,876,014 -1.2% (261,705)

OPERATING COSTS 1,492,963 1,477,674 1,593,700 1,476,301 -7.4% (117,399)

CAPITAL 11,028,301 11,842,646 14,485,262 16,986,049 17.3% 2,500,787

TOTAL SPECIAL REVENUE 45,434,138 48,319,123 52,627,827 54,611,080 3.8% 1,983,252

TOTAL EXPENSE 45,434,138 48,319,123 52,627,827 54,611,080 3.8% 1,983,252
REVENUE 2013 Actual 2014 Actual 2015 Adopted 2016 Council  Percent Change

Adopted Change
SPECIAL REVENUE
CHARGES FOR SALES 3,240 0.0% 0
CHARGES FOR SERVICES 5,788,478 6,048,044 6,200,000 6,000,000 -3.2% (200,000)
INTEREST 265,132 214,631 164,130 113,628 -30.8% (50,502)
LONG TERM LIABILITIES PROCEEDS 2,610,126 5,672,939 117.3% 3,062,813
OTHER MISC REVENUES 3,416,376 3,973,399 3,650,000 3,500,000 -4.1% (150,000)
RENTS 7,238,371 8,202,829 8,947,000 8,547,000 -4.5% (400,000)
SALES AND OTHER TAXES 57,533,157 1,976,384 1,300,000 1,394,000 7.2% 94,000
TRANSFERS IN 3,766,000 0.0% 0
SPECIAL REVENUE 78,010,755 20,415,287 22,871,256 25,227,567 10.3% 2,356,311
TOTAL REVENUE 78,010,755 20,415,287 22,871,256 25,227,567 10.3% 2,356,311
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CONVENTION CENTER

EXPENSE AND REVENUE INFORMATION

Expense 2013 - 2016
In Millions
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CONVENTION CENTER
Staffing Information

Division 2013 Budget 2014 Budget 2015 Budget 2016;(;?;;:;2 % Change Change
CONVENTION CENTER 177.10 177.30 172.10 172.10 0.0% 0
TARGET CENTER 1.20 1.20 0.0% 0
Overall 177.10 177.30 173.30 173.30 0.0% 0

Positions 2013-2016
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FINANCE & PROPERTY SERVICES DEPARTMENT

MISSION

Provide essential financial services, resource and asset management, and guide decisions to
ensure the City’'s lasting vibrancy and financial strength.

BUSINESS LINES

e ACCOUNTING AND FINANCIAL REPORTING — monitor and report department revenues and
expenditures to managers and policy-makers; prepare City’s quarterly financial report and
Comprehensive Annual Financial Report (CAFR); respond to internal and external audits;
design and administer rate models that allocate shared costs for internal services; assist
managers during the annual budget process; and provide functional support of COMPASS,;
provide services to City departments that receive grants by tracking and monitoring grant-
related revenues and expenses, and reporting this information to grantors so the City
remains in compliance and continues to receive and preserve the authority to expend these
funds; and provide financial analyses and pertinent information necessary to support City
development decisions and investment intended to stimulate tax base growth, job
creation/retention and the production of new housing units.

e Buy, ORDER AND PAY FOR GOODS AND SERVICES — facilitate the purchase of goods and
services on the most favorable terms according to state law and City policies; assure
contracts are consistent with good business practices and City policies; create requisitions
for goods and services, issue purchase orders, document receipt of goods and services,
and pay vendors.

e ERP APPLICATION AND SYSTEM FUNCTIONAL SUPPORT — this information technology system
also known as COMPASS is used to provide information on the City’s financial resources to
include tracking of financial transactions on a daily, monthly and annual basis, maintaining
historical records and details on how each employee is paid and where their time should be
charged and recording contractual information, approvals for purchases, quantity, type and
price of goods and services purchased, the department making the purchase, and the
financial coding to which charges should be applied.

e FACILITIES, ENERGY AND SECURITY MANAGEMENT -- comprehensively and strategically
provide for the land, facility, and furnishing needs of City owned, operated and leased
facilities through various activities including preventive maintenance and corrective
maintenance, routine cleaning and maintenance, construction, tenant improvements, space
and asset management, and security and life safety needs. Further provide centralized
energy management services that support energy conservation, renewable energy and
alternative fuels, and emissions reductions.

e INVESTING, CASH MANAGEMENT AND RECEIPTING — invest City funds, monitor bank accounts
and cash balances, make electronic fund transfers and payments, and bill and collect
revenue for utilities and do citywide receivable work. Issue monthly utility bills that include
charges for water, sanitary sewer, stormwater and solid waste.
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e MBC CiTYy HALL OPERATING COSTS — mechanism to collect revenue for City operating
departments housed in City Hall to be paid to the Municipal Building Commission (MBC) as
a reimbursement for the City's pro-rated portion of the operating costs (the remainder is paid
by Hennepin County).

e PAY EMPLOYEES — pay employees according to labor agreements, state and federal laws,
and City policies.

o RADIO COMMUNICATIONS AND ELECTRONICS — provide, maintain, and manage public safety
radio communications systems to meet the needs of the City during emergencies as well as
day-to-day operations. In addition, provide for and support (in partnership with the
Information Technology Department) the comprehensive communications, data, video, and
electronics needs of the City’s Operating Departments.

o RISk MANAGEMENT AND CLAIMS — protect City assets, prevent loss of money and injury to
City employees, and manage claims for workers’ compensation and tort.

e STRATEGIC FINANCIAL SERVICES — lead City annual budget and long-term financial planning
process, initiate financial analyses on issues impacting the City Enterprise, and provide
financial information and advice to policy-makers and City leadership.

e UTILITY BILLING — all activities associated with billing, payment collection and processing and
call center services for City utilities (sewer, water and waste collection).
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SELECTED RESULTS MINNEAPOLIS MEASURES
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Collections Effectiveness Indicator (CEl) and Percent of City Receivablesin
the CEI
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A Hub of Economic Activity and Innovation

Accounting and Financial Reporting General Fund: $6,335,876
Other Funds: $227,560

This program plays a critical role in providing financial information to City policy-makers, City
staff and decision-makers enabling them to perform their job more effectively and provide
services to City residents. Information also is made accessible for external stakeholders such as
the public, City investors, bond rating agencies, the State Auditor and grant agencies. A primary
goal of this program is to ensure fiscal responsibility through monitoring and internal controls,
and provision of financial information for strategic decision-making among department
managers and leadership.

Key services provided by this program includes: monitor and report department revenues and
expenditures to managers and policy-makers including grant-related revenues and expenses,
and report this information to grantors, prepare City’s quarterly financial report and
Comprehensive Annual Financial Report (CAFR), respond to internal and external audits,
design and administer rate models that allocate shared costs for internal services and assist
managers during the annual budget process and to provide financial analyses and pertinent
information necessary to support City decisions and investment.

Order, Buy and Pay for Goods and Services General Fund: $2,917,779
Other Funds: $739,520

This program manages, facilitates and oversees bidding and contracting for, purchase of and
payment for all goods and services for all City departments and independent boards. City
departments and independent boards rely on this program for obtaining goods and services
through open, competitive and cost effective processes that reflect City values, safe-guarding
against malfeasance and for ensuring that vendors are paid in a prompt manner. Through this
program external stakeholders also are invited and encouraged to work with the City and
establish procurement relationships. Further, this program supports activities related to green
purchases and strives to increase the percentage of green purchases throughout City
departments, wherever possible.

One Minneapolis

Utility Billing System General Fund: $5,539,689

This program is mandated by Minneapolis City Ordinance and is collaboration between the
Finance and Public Works Department to invoice, collect revenue and provide specific utility
customer account information related to the delivery of City water, sewer, solid waste and storm
water services. The revenues generated sustain the operations of these departments, so it is
imperative that revenues are billed and collected in an efficient manner.

Investment, Cash Management and Receivables General Fund: $1,487,041

This program oversees and manages the City’s investment and banking relationships to provide
the best return on financial assets and provide customers with the most current banking
products and payment channels. This program is further charged with daily monitoring, analysis,
and forecasting of cash flow to ensure that the City is able to meet its funding requirements for
vendor payments and employee payroll. The functions of receipting, depositing, and reporting
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City revenues from all City Departments including revenues received by cash, credit card, and
electronic payments are also performed by this program.

A City That Works

Pay Employees General Fund: $1,618,872

This program effectively administers the provisions of twenty-three City labor agreements and
labor-related pay work rules, numerous federal and state laws, and detailed chart of accounts
coding used by some City departments to efficiently and accurately pay 5,000 to 7,000 City
employees every two weeks (the number of City employees on the payroll fluctuates throughout
the year). Through this program, the City also pays various benefit-related payments such as
health and dental premiums, deferred compensation and mini-flex accounts as well as other
payments such as union dues.

Risk Management & Claims General Fund: $35,873
Other Funds: $2,096,502

The goals of this program are the preservation of City assets, prevention of the loss of financial
resources and injury to City employees, administration and management of workers’
compensation claims and tort claims (liability claims under $25,000), unemployment program
administration as well as loss prevention activities, which include safety, OSHA, ergonomic
programs and subrogation. This program plays a pivotal role in supporting the City in its ability
to provide services to residents, administration of claims, and safety to the work environment,
employees, and its citizens.

ERP Application & System Functional Support General Fund: $559,702

This program provides services related to the Enterprise Resource Planning (ERP) system used
by both Finance and Human Resources, and technically supported by the Information
Technology Department — the Human Resources Information System (HRIS) and the City’'s
“COMPASS” financial system, which through current upgrade efforts will be re-launched late in
2015 as COMET (City of Minneapolis Enterprise Technology). These two systems provide
information on the City's human and financial resources. Information from the
COMPASS/COMET ERP system is for managing the City’s financial resources, long-term
planning and making decisions on how these limited resources should be invested or expended.
The City shares financial information with external stakeholders such as City residents and
businesses, bond rating agencies, investors, State Auditor, and other public and private
organizations. This data is used by all parties to inform and empower them, and for planning,
making decisions and offering suggestions regarding the ways in which the City does business
and invests financial resources. The ERP system provides access to current and historical
financial information for the entire City. Using data from the ERP, Finance regularly publishes
and makes publicly available financial information on the budget and annual audited financial
statements to support transparency and access to quality information.

Living Well
Strategic Financial Services General Fund: $2,863,641

The goal of this program is to support and maintain the City’s financial health so the City can
continue to provide its array of services to residents, businesses and visitors, and maintain
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public health and safety. Through the use of projections and financial analyses, this program
strives to provide information to policy-makers and others for making important decisions about
the future and stability of the City. In addition, as part of the annual budget process coordinated
and administered under this program, City departments are challenged to think of innovative
and cost effective ways to provide their services and optimize the use of their resources. Policy-
makers, City Department staff, residents and businesses rely on this program for information
and direction on City finances, budget development and strategic use of resources.

Radio Communications & Electronics General Fund: $35,873
Other Funds: $2,101,285

The primary purpose of this program is to provide, maintain, and manage public safety radio
communications systems to meet the needs of the City during emergencies as well as day-to-
day operations. This program also provides for and supports (in partnership with the Information
Technology Department) the comprehensive communications, data, video, and electronics
needs of the City's Operating Departments.

Facilities, Energy & Security Management General Fund: $182,636
Other Funds: $14,367,063

The primary purpose of this program is to comprehensively and strategically provide for the
land, facility, and furnishing needs of City owned, operated and leased facilities through various
activities including preventive maintenance and corrective maintenance, routine cleaning and
maintenance, construction, tenant improvements, space and asset management, and security
and life safety needs. Also to provide centralized energy management services that support
energy conservation, renewable energy and alternative fuels, and emissions reductions.
Additionally, to provide centralized internal security management services that reduce risk to the
City's Operating Departments. The goals of this program are to provide safe working
environments for employees, their clients and visiting members of the public.

Great Places
MBC/City Hall Operating Costs Other Funds: $5,076,875

This purpose of this program is to provide a mechanism to collect revenue for operating
departments housed in City Hall to be paid to the Municipal Building Commission (MBC) as a
reimbursement for the City's pro-rated portion of the building operating costs (the remainder is
paid by Hennepin County). The MBC is a four-member independent board consisting of:
President - Chair, Hennepin County Board; Vice President - Mayor, City of Minneapolis; County
Member - Hennepin County Commissioner; and City Member - City Council Member. A state
statute governs the authority and responsibility of the MBC to preserve, maintain and care for
one building - the Minneapolis City Hall and Hennepin County Courthouse.

Financial Analysis

Expenditure

The total Finance and Property Services Department’s budget increases from $43.7 million to
$46.2 million from 2015 to 2016. This is an increase of $2.5 million, or 5.6%. The Finance and
Property Services Department’'s 2016 expenditure budget reflects the following changes from
2015: inflationary increases in operating costs and internal service charges, $3.8 million for
capitalized equipment expenditures in Property Services, $700,000 reduction in one-time
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General Fund resources related to ERP upgrade in 2015, and $100,000 reduction in ongoing
General Fund resources in budget rightsizing initiatives.

Revenue
Projected revenues of $23.2 million in 2016 reflect an increase of $3.7 million or 19.3% from
2015 due to an increase in internal service charges in capital maintenance costs.

Fund Allocation
This department is funded primarily by Internal Service funds (52%), with the remainder of the
department’s funding found in the General Fund (47%) and Special Revenue grant funds (1%).

Mayor’'s Recommended Budget
The Mayor recommended rightsizing the budget by reducing $101,000 of ongoing General Fund
resources.

Council Adopted Budget
The City Council approved the Mayor’'s recommendations and directed the department to;

1. Amend budgets, schedules and language changes relating to accounting and technical
cost allocation adjustments, and program and capital/operating budget corrections.

2. In conjunction with Community Planning & Economic Development, City Attorney’s
Office, and other relevant departments to return to both the Community Development &
Regulatory Services and Ways & Means Committees by April 1, 2016, with an overview
and report on the status of the City’s tax increment financing program, including the
Common Project and Consolidated TIF Districts. Additionally, staff is directed to provide
an overview of City development projects that are foreseeable in the next five years,
including potential funding sources and further directed staff to identify and reallocate 1.0
vacant Full-time Equivalent (FTE) position within the City’s existing complement to the
Office of City Clerk for an analyst position to provide management, policy, and fiscal
support to the City Council and its committees.
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FINANCE AND PROPERTY SERV
EXPENSE AND REVENUE INFORMATION

Home

2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 9,610,670 10,340,991 11,022,063 11,102,366 0.7% 80,303
FRINGE BENEFITS 3,554,647 3,936,596 4,521,418 4,688,185 3.7% 166,767
CONTRACTUAL SERVICES 9,262,197 6,512,392 5,825,516 5,016,678 -13.9% (808,838)
OPERATING COSTS 705,675 837,503 751,562 762,144 1.4% 10,582
CAPITAL 410,000 49,609 7,609 -84.7% (42,000)
TOTAL GENERAL 23,133,188 22,037,482 22,170,168 21,576,983 -2.7% (593,186)
SPECIAL REVENUE
SALARIES AND WAGES 226,540 161,045 157,345 156,829 -0.3% (516)
FRINGE BENEFITS 62,910 39,739 57,513 70,731 23.0% 13,218
CONTRACTUAL SERVICES 199,127 182 0
OPERATING COSTS 31,275 0
TOTAL SPECIAL REVENUE 519,852 200,966 214,858 227,560 5.9% 12,702
INTERNAL SERVICE
SALARIES AND WAGES 4,722,138 5,194,354 5,595,253 5,596,563 0.0% 1,311
FRINGE BENEFITS 2,221,990 1,876,038 2,492,843 2,438,666 -2.2% (54,176)
CONTRACTUAL SERVICES 12,540,425 13,501,419 11,188,485 10,419,020 -6.9% (769,465)
OPERATING COSTS 1,390,288 1,368,947 1,603,792 1,603,994 0.0% 202
CAPITAL 0 471,616 4,323,000 816.6% 3,851,384
TOTAL INTERNAL SERVICE 20,874,842 21,940,758 21,351,988 24,381,244 14.2% 3,029,255
TOTAL EXPENSE 44,527,882 44,179,206 43,737,015 46,185,787 5.6% 2,448,772
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
CHARGES FOR SALES 41 0.0% 0
CHARGES FOR SERVICES 4,305 3,894 0.0% 0
OTHER MISC REVENUES 5,315 36,020 0.0% 0
GENERAL 9,661 39,914 0
SPECIAL REVENUE
FEDERAL GOVERNMENT (16) 0.0%
SPECIAL REVENUE (16) 0
DEBT SERVICE
INTEREST 171,161 0.0%
DEBT SERVICE 171,161 0
INTERNAL SERVICE
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FINANCE AND PROPERTY SERV
EXPENSE AND REVENUE INFORMATION
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2016 Council Percent

REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change

CHARGES FOR SALES 586,406 592,898 324,293 324,293 0.0% 0
CHARGES FOR SERVICES 4,947,655 5,593,028 2,781,373 2,695,033 -3.1% (86,340)
LONG TERM LIABILITIES PROCEEDS 4,844,732 365,914 347,987 350,595 0.7% 2,608
OTHER MISC REVENUES 11,067 11,269 3,000 3,000 0.0% 0
RENTS 14,060,331 14,388,150 15,951,461 19,782,462 24.0% 3,831,001
INTERNAL SERVICE 24,450,191 20,951,259 19,408,114 23,155,383 19.3% 3,747,269
TOTAL REVENUE 24,459,836 21,162,334 19,408,114 23,155,383 19.3% 3,747,269
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FINANCE & PROPERTY SERVICES DEPARTMENT
Staffing Information
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Division 2013 Budget 2014 Budget 2015 Budget 2016 Council % Change Change
Adopted
CONTROLLER 68.00 68.00 68.00 68.00 0.0% 0
DEVELOPMENT FINANCE 10.00 13.00 13.00 12.00 -71.7% (1.00)
EXECUTIVE 6.00 6.00 6.00 6.00 0.0% 0
MANAGEMENT & BUDGET 7.00 7.00 7.00 8.00 14.3% 1.00
PROCUREMENT 23.00 24.00 25.00 25.00 0.0% 0
PROPERTY SERVICES 63.50 68.00 68.00 68.00 0.0% 0
RISK MANAGEMENT 9.00 9.00 9.00 9.00 0.0% 0
TREASURY 54.00 55.00 55.00 55.00 0.0% 0
Overall 240.50 250.00 251.00 251.00 0.0% 0
Positions 2013-2016
300.00
250.00
200.00
150.00
100.00
50.00
2013 Budget 2014 Budget 2015 Budget 2016 Council Adopted
City of Minneapolis - Finance & Property Services 245 2016 Council Adopted Budget



HUMAN RESOURCES DEPARTMENT (HR)

MISSION

Working together in a spirit of continuous improvement, the Human Resources Department
provides leadership and guidance that fosters a work environment designed to meet the needs
and challenges of a vibrant world-class city.

Human Resources team members demonstrate the following professional qualities,
competencies and behaviors:
e Strategic. Provide people strategies in alignment with the City’s vision and goals.
o Talent-driven. Recruit and retain great people to the City and help employees do their
best work.
e Partners. Work hand in hand with leaders by providing innovative, value-added Human
Resource solutions.
e Ethical and Respectful. Create policies, practices and processes designed to promote
equity and fairness in employee decisions.

BUSINESS LINES: (DIVISIONS)

The Human Resources Department has four divisions: HR Administration, Employee Services,
HR Technology Solutions and Strategic Workforce Solutions.

HR Administration — Provides leadership and oversight in the following areas:

e Strategic Direction - Ensures HR strategic direction aligns with City values and goals.
Civil Service Commission Process - Ensures fair human resource practices in hiring,
selection and promotions.

o HR Policy Development, EEO/Affirmative Action Leadership - Ensures affirmative
action goals and timelines are developed and integrated into enterprise-wide business
plans.

¢ Human Resource Racial Equity Leadership - Ensures integration of racial equity
processes into HR programs, policies and practices.

¢ Human Resources Results Management

e Administration of STAR Awards Recognition Program

e Enterprise-wide HR Initiatives

Employee Services — Provides the following services:

e Labor Relations — Provides strategic and operational leadership for all of the City’'s
collective bargaining:
0 Ensures compliance with MN Statute 179A
0 Ensures City has necessary tools to manage its labor related affairs
0 Develops and maintains productive relationships with unions
e Benefits and Wellness
0 Recommends benefits policy and strategy
o0 Designs, negotiates and implements health and wellness programs
e Classification Administration
0 Maintains fair and objective system for valuing positions
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Compensation Administration
0 Recommends competitive compensation strategy and results
o Ensures compliance with State’s Pay Equity requirements
Employee Complaint Investigations
0 Ensures discrimination and harassment complaints are investigated in a
timely manner

HR Technology Solutions - Provides technology solutions in the following areas:

Enterprise-wide applicant and employment information management

Team Minneapolis (NEO GOV) - Applicant tracking, reporting and Management
Enterprise-wide learning information management

Perform Minneapolis - Performance Management System

Reporting — Local, state and federal agencies

Independent Boards and Agencies - Information Management Support

Strategic Workforce Solutions - Provides employee and organizational opportunities that
enable increased employee skills and effective and efficient leadership of the employees who
conduct the City’s work. Programming is focused on attracting, retaining, leading and managing
the City’s workforce:

Recruitment and Retention

0 Targeted recruitment

0 Applicant processing

0 Testing and interviewing
Performance Management Process

o Planning: Goal Setting

0 Monitoring: Ongoing feedback

o0 Self-Review

o Performance Review
Employee Engagement

o My Minneapolis Employee Engagement Survey: Survey Administration,

Results Communication, Action Planning based on results

Orientation and Onboarding

o0 New Employee Orientation including access to online information

0 Supervisor’s guide to online tools
Training and Development:

o Skills training for leaders, supervisors and individual contributors

Workforce Planning, Succession Management and Knowledge Transfer
Legal Compliance:

o Oversight of compliance with Federal/State/Local laws and Civil Service

Rules
o Provides consultation on adherence to labor contracts
0 Leave administration
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ORGANIZATION CHART
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SELECTED RESULTS MINNEAPOLIS MEASURES

Hiring and Retention
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A City that Works

HR Administration General Fund: $2,057,998

Provides enterprise-wide HR leadership and oversight by ensuring the HR strategic direction
aligns with City values and goals, ensures fair HR practices in hiring, selection and promotions,
ensure EEO, Affirmative action goals are developed and integrated into enterprise-wide
business plans and ensures the integration of racial equity processes in HR programs, policies
and practices. In addition, ensures that HR practices align with local, state and federal laws and
Civil Service rules.

HR Technology Solutions (HRTS) General Fund: $403,198
Other Funds: $509,307

HR Technology Solutions (HRTS) is responsible for the HR technology for City, Independent
Boards, and Agencies. These technologies provide employees with pay, benefits, and
ownership of their data. These technologies allow departments to track and report on key
employee information that can support them in meeting their business goals.

Strategic Workforce Solutions General Fund: $3,376,347
Other Funds $233,049

Strategic Workforce Solutions provides employee and organizational opportunities that enable
increased employee skills and effective and efficient leadership of the employees who conduct
the City’'s work. Programming is focused on attracting, retaining, leading and managing the
City’s workforce; and includes: Recruitment and retention, Performance Management,
Employee Engagement, Orientation and onboarding, Training and Development, Workforce
Planning and Legal Compliance. The program encompasses HR Generalist Teams, Enterprise
Learning & Development, PerformMinneapolis, Testing and Staffing Services, Workforce
Planning and Leave Administration.
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Living Well

Employee Services General Fund: $854,746
Other Funds: $1,206,291

Employee Services includes Benefits & Wellness, Classification, Compensation, Complaint
Investigation and Labor Relations. The key activities essential in this program are: labor
contract negotiation and administration, compensation administration, classification
administration, complaint investigation, and benefits administration, including negotiating and
implementing employee healthcare, life and long-term disability insurance, dental care, all other
benefit plans, and wellness programs.

Financial Analysis

Expenditure

The total Human Resources Department’s budget decreases from $9.1 million to $8.6 million
from 2015 to 2016. This reduction of $446,000 or 4.9% is attributable to the elimination of one-
time expenditures included in the 2015 from the 2016 adopted budget, and decreasing internal
service costs for the department.

Revenue

Revenues are projected to increase by $45,000 or 2.9% in this department due to increases in
charges for services provided through internal service funding. The department’s total revenues
in 2016 are projected to be $1.6 million.

Fund Allocation
This department is funded primarily by the General Fund with the remainder of the funding
found in the Intergovernmental Services Fund and the Self Insurance Fund.

Mayor's Recommended Budget
The Mayor recommended $60,000 in ongoing General Fund resources to increase the Metro
Pass program for City employees from $16 to $26 per month.

Council Adopted Budget
The City Council amended the Mayor’'s recommendations by making adjustments to reflect the
correct budget cost centers in Human Resources department with no net funding/budget impact.

The Council also directed staff to identify and reallocate 1.0 vacant Full-time Equivalent (FTE)

position within the City’s existing complement to the Office of City Clerk for an analyst position
to provide management, policy, and fiscal support to the City Council and its committees.
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2016 Council Percent
EXPENSE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
SALARIES AND WAGES 2,442,984 2,795,925 3,160,006 3,224,747 2.0% 64,740
FRINGE BENEFITS 850,314 999,404 1,281,784 1,313,045 2.4% 31,262
CONTRACTUAL SERVICES 2,648,363 3,217,403 1,895,019 1,523,626 -19.6% (371,393)
OPERATING COSTS 707,680 780,593 894,185 630,870 -29.4% (263,315)
CAPITAL 0
TOTAL GENERAL 6,649,341 7,793,323 7,230,994 6,692,288 -7.4% (538,706)
INTERNAL SERVICE
SALARIES AND WAGES 1,523,847 715,835 775,358 814,057 5.0% 38,699
FRINGE BENEFITS 241,866 230,716 299,371 308,536 3.1% 9,165
CONTRACTUAL SERVICES 1,015,557 816,936 709,116 766,883 8.1% 57,767
OPERATING COSTS 35,909 12,018 72,586 59,171 -18.5% (13,415)
TOTAL INTERNAL SERVICE 2,817,179 1,775,506 1,856,432 1,948,647 5.0% 92,215
TOTAL EXPENSE 9,466,519 9,568,829 9,087,426 8,640,935 -4.9% (446,491)
2016 Council Percent
REVENUE 2013 Actual 2014 Actual 2015 Adopted Adopted Change Change
GENERAL
CHARGES FOR SERVICES 250 0.0%
OTHER MISC REVENUES 12,040 10,236 0.0%
GENERAL 12,290 10,236 0
INTERNAL SERVICE
CHARGES FOR SERVICES 2,194,379 1,433,235 1,541,914 1,587,394 2.9% 45,480
FINES AND FORFEITS 53,151 18,281 0.0% 0
OTHER MISC REVENUES 23 0.0% 0
INTERNAL SERVICE 2,247,553 1,451,516 1,541,914 1,587,394 2.9% 45,480
TOTAL REVENUE 2,259,842 1,461,752 1,541,914 1,587,394 2.9% 45,480
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