m City of North Mankato, Minnesota

To: Mayor Dehen & City Council

From: John D. Harrenstein, City Administrator
Kevin McCann, Finance Director

Date: August 28, 2017

Re: 2018 Proposed Budget

NORTH MANKATO VISION

North Mankato is a growing and safe community with outstanding recreational assets, well maintained
infrastructure, vibrant business districts and neighborhoods, and provides residents with an excellent

quality of life.

Overview

Total budgeted expenditures proposed in 2018 for the City of North Mankato are approximately
$21,206,648 compared to $21,249,329 estimated to be spent by the end of 2017 and represents a
relatively flat budget which continues to allocate funding for strategic priorities identified by the
governing body over the past five years. Staff recommends the tax rate remain flat at 52.3% for 2018.

General Fund revenues are estimated to increase by approximately $230,000 fueled by a 4.4% anticipated
growth in the tax base ($207,000), a proposed increase in the rental license fee from $30-$45 dollars per
unit ($20,000) as recommended by the Rental Density Advisory Group, increased collections of plan
review fees based on anticipated construction ($13,000), an increase in Local Government Aid
($116,000), and a transfer of funds following the disposition of the CCTV fund during fiscal year 2018.
Franchise fees are anticipated to collect $20,000 less than fiscal year 2017 and revenue from other taxes is
expected to decrease by $40,500 in hotel/motel tax, if the City Council approves staff’s recommendation
to move activities related to the Caswell Regional Sporting Complex into a special revenue fund. This
action will also reallocate approximately $150,000 in revenue from Caswell activities out of the General
Fund.

Expenditures in the General Fund are proposed to increase by $158,000. Personnel costs associated with
this increase include $165,000 related to merit increases, health insurance premium increases, and funding
a new street maintenance employee in 2017. Costs for services and charges across the General Fund are
estimated to increase by $43,000 a variety of department level items including auditing fees, liability
insurance, information technology services, increased costs of physicals for fire fighters, additional life
guards at the Spring Lake Park Swim Facility, and stump grinding services for the tree removal program.
Area agency disbursements are estimated to increase by $72,000 as a result of staff’s proposal to close the
CCTV fund and begin funding the KTV contract out of the General Fund from franchise fee increases
approved by the City Council in 2017. Costs for supplies in the General Fund are proposed to decrease by
$135,000 for costs related to moving Caswell Park into a separate fund.

In 2018, staff proposes to move costs associated with the Caswell Regional Sporting Complex out of the
General fund and into a special revenue fund. This recommendation is proposed for two primary
purposes. First, a desire to increase the percentage of operating revenues that will cover expenditures and
second, in anticipation of a future indoor facility expansion at the park that will require dedicated
operating revenues. Fee Revenue associated with the sporting complex is estimated to increase by
$45,000 related to increased tournament activities and concession revenue. Also included in the proposed
budget is to again request the legislature implement a 2 cent food and beverage tax to support on-going



operations at the park which is estimated to collect $45,000 annually. Costs to operate the park are
estimated to increase by $70,000 reflecting increased staff time at tournaments and events as well as
associated expenditures for such activities.

A 2.75% - 3% merit increase is proposed for the 2018 Budget. Total staffing is 58.75 full time
equivalents compared to 57.75 in 2016. In 2017 a new street maintenance employee was approved
increasing the total staffing to 58.75 for the remainder of 2017. Health insurance premiums are
anticipated to increase by 11%.

Utility Rates

Water and Wastewater Fund

In 2017, the City Council approved water and sewer rate increases that have provided necessary revenue
available in the funds. No rate increase is proposed for water and sewer at this time. Wastewater rates
may need to be reviewed should costs for treatment increase.

Recycling and Solid Waste Funds

The proposed budget presents fiscal stability in the funds for current years and forecasted years. No rate
increase is proposed for either recycling or solid waste.

Storm Water Fund

The 2018 Storm Water fund budget proposes $381,500 in revenue and $343,000 in expenditures. This
includes a base rate increase of $.50/month per residential lot and an increase of $.275/month per square
foot of commercial property. These changes are expected to generate $103,000 in additional revenue.
The increase will stabilize the fund and, increase the amount cash available for contractual obligations
and capital upgrades. The cash balances in the fund will begin to increase over the next couple years to
adhere to the reserve targets adopted by the City Council.

A comparison of the current and proposed rates is listed below, as well as a comparison of area cities’

utility rates, including storm water charges.

Proposed Customer
Charges

Current Customer

Charges Proposed Collections
ges

Current Collections

Storm Water
Surcharge

Monthly
Charge

Storm Water
Surcharge

Monthly
Charge

Monthly Annual Monthly Annual

Single Family Single Family
Residential & Residential &
Commercial $3.25| § 16,073 $192,873 Commercial $3.75 | $18,562 $ 222,747
Under 10,000 Under 10,000
Sq. Ft. Sq. Ft.
10,001 Sq. Ft. 10,001 Sq. Ft.
or more - or more -
price/1,000 sq. $0.325 | § 7,155 $ 85,865 price/1,000 sq. $0.60 | $13,210 $ 158,519
ft. ft.
TOTAL $ 23,228 $ 278,737 TOTAL $31,772 $ 381,266
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Area Utility Rates (based on residential 5,000 gallon monthly use)

City Storm Water Sewer Total

Albert Lea $0.00 $21.80 $28.45 $50.24
North Mankato - Current $3.25 $25.15 $32.46 $60.86
North Mankato - Proposed $3.75 $25.15 $32.46 $61.36
New Ulm $0.00 $29.00 $34.60 $63.60
Mankato $3.50 $30.25 $30.70 $64.45
Eagle Lake $3.16 $24.85 $40.00 $68.01
Willmar $0.00 $18.39 $50.36 $68.75
Hutchinson $4.03 $29.55 $38.51 $72.09
Waseca $3.00 $25.33 $48.31 $76.64
Marshall $5.08 $35.27 $41.69 $82.04
Le Sueur $0.00 $22.25 $87.50 $109.75
St. Peter $7.50 $50.24 $70.80 $128.54

Strategic Initiatives
Strategic Plan & Citizen Engagement Activities Linked to the Budget

In April of 2016, city staff conducted and compiled the North Kato Ideas Questionnaire and Brewing
Ideas for North Mankato. In the spring of 2017, the City worked with National Research Center, Inc. to
conduct a citizen satisfaction survey. The Council also conducted strategic planning sessions to identify
projects and goals over the next 2-3 years. These documents are the foundation of the 2018 budget and a
several funds have been allocated in the budget to advance the strategic priorities of the governing body.
They include, but are not limited to:

Pavement Management Plan & Sidewalk Maintenance Plan (Well Planned & Maintained Infrastructure)

The 2018 Budget continues to allocate significant funds for bituminous overlays, patching, and other
street maintenance. In 2014 the City Council adopted a Pavement Management plan that recommended a
total of $564,000 annual spending for seal coating and bituminous overlays. In 2018, staff proposes to
fund the program in the amount of $543,000 or 96% of the yearly anticipated costs. An additional $5,000
has been allocated to implement the Sidewalk Maintenance Plan.

Parks Plan / Conservation Management (Outstanding Recreational Assets)

The 2018 Budget allocates $350,000 or 96% of the recommended amount for the plan for the plan. Funds
associated with this budget may be used to accomplish the goals of the Benson Park Master Plan, Bluff
Park Master Plan, finish the proposed Walter S. Farm master plan, and replace aging playground
equipment. In addition, additional funds have been set aside for the boulevard tree program and the tree
removal program ($12,000)

Comprehensive Land Use Plan

The 2018 establishes a new program called Northside Revivals ($50,000) which will serve as a funding
mechanism for homeowners to obtain a grants and low interest loans to improve their home. Staff will
present policy documents for the City Council to consider prior to beginning the program. $20,000 in new
rental licenses fees will be used to increase safety inspections of rental properties licensed prior to 2009,
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Funds have been set aside for a redevelopment and beautification plan on Commerce Drive, as well as
funds to implement portions of the public art plan.

Debt Management Plan, Investment Plan & Reserve Fund Policies

All major funds meet the budget reserve plan as adopted by the City Council in 2015, Proposed debt
issuances for CIP and potentially sales tax funding are proposed with no increases in the tax levy and
meet the Council’s objective of long term financial stability of the debt levy. As the City’s cash reserves
continue to improve, additional funds have been invested in 2017 and increased funds will be invested in
2018.

Green Initiative

The potential green initiative activities ranging from LED light fixtures to solar panels continues to be
explored by staff. Staff is committed to make appropriate energy efficiency upgrades to city buildings.
Other green initiative recommendations will also be implemented, including conducting citizen education
seminars on ravine maintenance and lawn conservation techniques and continued restoration of prairies
and greenways across the city.

Summary

The 2018 proposed budget builds on a foundation of strategic planning by allocating dollars toward the
numerous plans adopted by the governing over the past several years. Funding for a variety of programs
approved by the City Council ensures North Mankato may continue its promise to citizens of a
cominunity that is safe, growing, recreational, and focused on strengthening neighborhoods for existing
and future generations.
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pril 28

May-June
July 10-21
July 28
July 28

August 1

September 5 (6:00 p.m))

September 18

September 29

November 11 - 24

November 20 (6:00 p.m.)

November 23

November 23 - December 26

December 4

December 18
December 18

December 26

December 26
acember 28

January 31

CITY OF NORTH MANKATO
BUDGET CALENDAR
FISCAL YEAR 2018 BUDGET

Finance Director distributes budget calendars, budget worksheets and capital improvement
worksheets to all Department Heads.

Department Heads submit budget and capital improvement requests.

Finance Director assembles preliminary City budget.

Finance Director presents preliminary City budget to City Administrator

Deadline for Department of Revenue to certify Local Government Aid to be paid in 2017.
Last day for officers of volunteer firefighters' relief association paying lump sum pensions to

estimate accrued liability of the fund for the following year and certify requirements to the City
Council.

Council Budgetl Workshop.

The City Council adopts the proposed property tax levy and announces the time and place of a
future city council meeting at which the budget and levy will be discussed and public input allowed,
prior to final budget and levy determination. This public input meeting must occur after Nov. 23 and
before December 26, and must start at or after 6 p.m. The time and place of the public input
meeting must be included in the minutes but newspaper publication of the minutes is not reguired.

Deadline for City to adopt proposed budget by resolution and certify to the county auditor the
proposed property tax levy for taxes payable in the following year, Cities must provide the county
auditor with the following information: The time and place of the meeting at which the budget and
tevy will be discussed and public input allowed. {Again, meeting must occur after Nov. 23 and
before December 26, and must not start before 6 p.m.), a phone number that city tax payers may
call if they have questions related {o the auditor's property tax notice; this does not require listing a
private phone number, and an address where comments will be received by mail.

Pericd for county auditors to prepare and county {reasurers to mail parcel specific notices of
proposed tax levies to taxpayers.

Council Budget Workshop.

Publish notice of public hearing {(not less than 7 days and not more than 30 days before the event).

Period for counties, cities and school districts to hold public hearings to adopt final tax levies.

City Council holds reguired Public Hearing for 2018 Budget and 2018-2022 Capital Improvement
Plan {1st hearing).

City Council holds Public Hearing (continuaticn hearing, if necessary).
City Council adopts 2018 Budget and Tax Levy and 2018-2022 Capital Improvement Plan.

Deadline for City {0 certify final tax levy to county auditor (on or before five working days after
December 20 in each vear).

Deadline for cities to certify compliance with Truth in Taxation law to Department of Revenue.
Deadline for cities {o file the Property Tax Levy Report with the Department of Revenue.

Deadline to submit summary budget information to State Auditor and to publish budget summary in
newspaper.
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City of North Mankato Full-Time Staffing History

2012 2013 2014 2015 2016 2017 2018
General Government
City Administrator 1 1 0.5 0.5 0.5 0.5 0.5
City Clerk 1 1 1 1 1 1
Deputy City Clerk 1 1 1 0 0 0
Finance Director 1 1 0.5 0.5 0.5 0.5 0.5
Senior Account Clerk 1 1 0.5 0.5 0.5 0.5 0
Account Clerk 0 0 0 0 0 0 0.5
Part-time Account Clerk 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Custodian q 1 1 1 1 1 1
General Government Total 6.50 6.50 5.00 4.00 4.00 4.00 4.00
|Police
Police Chief 1 1 1 1 i 1 1
Police Lieutenant 2 2 2 3 3 3 3
Senior Patrol Officer 0 4 4 4 4 3 3
1st. Class 8 5 5 3 3 3 3
2nd. Class 0 0 0 0 1 2 2
3rd. Class 0 0 0 i 0 1 ik
Probationary 0 0 0 hE 1 0 0
Detective 1 1 1 1 1 1 1
Part-time Police Secretary 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Police Secretary (1.5) 1 1 1 1 1 1 1
Police Total 13,50 14,50 14,50 15.50 15.50 15.50 15.50
Library
Library Director 1 1 1 1 1 1 1
Assistant Librarian 5 4 4 3 3 3 3
Bookmobile 1 1 1 1 1 1 1
Part-time Assistant Librarian 0.5 0.5 0.5 0.5 1.5 1.5 1.5
Library Total 7.50 6.50 6.50 5.50 6.50 6.50 6.50
Community Development
Community Development Director il 1 1 1 1 1 i §
Senior Records Clerk/Deputy City Clerk 1 1 1 il 1 1 1
Building Official 0 0 0 1 1 1 i
Building Inspector 2 2 2 1 5 3 1
Community Development Total 4.00 4,00 4,00 4.00 4.00 4.00 4.00
Street
Public Works Director 0.15 0.5 0.33 0.33 0.33 0.33 0.33
Street Superintendent 1 0 0 0 0 0 0
Foreman 1 1 3 1 1 0 0
Street Maint. Il 5 5 5 5 5 6 6
Street Maint. Il 0 0 0 0 0 1 1
Street Maint. | 0 0 0 0 0 0 0
Construction Manager 0 0 1 0 0 0 0
Street Total 7.15 6.50 7.33 6.33 6.33 7.33 7.33
Fire
Fire Volunteers Reimbursed per call.
Fire Total 0 0 0 0 0 0 0
Park
Park Superintendent 1 1 1 0 0 0 0
Park Foreman 1 1
Park Maint. 1l 4.5 35 2.5 2.5 1.5 0 0
Park Maint. | 0 0 0 2 2 2.25 2.25
Caswell Maint. 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Caswell Park Coordinator 0.75 1 1
Park Total 6.00 5.00 4.00 5.00 4,75 4.75 4.75
Shop
Mechanic Foreman 1 1 1 1 0 0 0
Mechanic 2 2 7 2 2 2 2
Shop Total 3.00 3.00 3.00 3.00 2.00 2.00 2.00
GENERAL FUND TOTAL|  47.65 46.00 4433 | 4333 | a43.08 44,08 44.08
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City of North Mankato Full-Time Staffing History

2012 2013 2014 2015 2016 2017 2018
Water Utility
City Administrator 0 0 0.25 0.25 0.25 0.25 0.25
Public Works Director 0.85 0.5 0.33 0.33 0.33 0.33 0.33
Finance Director 0 0 0.25 0.25 0.25 0.25 0.25
Senior Account Clerk 0 0 0.25 0.25 0.25 0.25 0
Account Clerk 1.4 1.4 1 i 1 1 1.25
Water Superintendent/Interim Parks
Operations Manager 1 1 1 1 1 1 1
Water Foreman 1, 1 1 1 1 1 1
Water Serviceman Il / Electrician 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Water Serviceman || 1 2 1 1 1 1 1
Water Serviceman | 1 1 1 | 1 1 1
Water Utility Total 6.75 6.40 6.58 6.58 6.58 6.58 6.58
Wastewater Utility
City Administrator 0 0 0.25 0.25 0.25 0.25 0.25
Public Works Director 0 0 0.34 0.34 0.34 0.34 0.34
Finance Director 0 0 0.25 0.25 0.25 0.25 0.25
Senior Account Clerk 0 0 0.25 0.25 0.25 0.25 0
Account Clerk 0.4 0.4 1 i 1 1 1.25
Sewer Serviceman Il 2 2 2 2 1 1 1
Water Serviceman lll/Electrician 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Project/Equipment Manager 1 1 1
Wastewater Utility Total 2.90 2.90 4.59 4,59 4.59 4.59 4.59
Recycling Utility
Recycling Ctr 0.2 0.2 0 0 0 0 0
Recycling Lead Operator 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Recycling Part-time 1.5 1 1 1 1 1 X
Recycling Utility Total 2,20 1.70 1.50 1.50 1.50 1,50 1.50
Solid Waste Utility
Account Clerk 0 0 0 1 1 1 1
Solid Waste Utility Total 0.00 0.00 0.00 1.00 1.00 1.00 1.00
Storm Water Utility
Storm Water Maintenance II 1 1 i 1 1 1 1
Storm Water Utility Total 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Public Access
Public Access Coordinator 1 1 1 0 0 0 0
Production Specialist Coordinator 1 1 1 0 0 0 0
Public Acess total 2.00 2,00 2,00 0.00 0.00 0.00 0.00
Construction Account
Construction Inspector 1 1 0 0 0 0 0
Construction Total 1.00 1.00 0.00 0.00 0.00 0.00 0.00
TOTAL STAFFING LEVELS ~ 63.50 | 61.00 | 6000 | 58.00 57.75 5875 | 5875

TOTAL STAFFING LEVELS
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