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SHAKOPEE

To: Mayor and Council Members
From: Nate Reinhardt, Finance Director
Cc: Bill Reynolds, City Administrator
Date: December 2, 2025

Re: 2026 Property Tax Levy & Budget

Background

Each year the city must prepare a budget and property tax levy for the following year. Staff
analyzed revenues, expenditure information and initiatives to prepare a budget and levy for your
consideration.

From providing fun recreation programs and beautiful parks to ensuring safe neighborhoods,
providing high-quality services enhance and protects people’s lives. Responsible fiscal
management also builds the foundation for the city to run smoothly and provide effective,
innovative programs and services while keeping in mind ways to evolve to meet future
expectations and demands. Decisions are made with the future in mind to ensure the city’s
ongoing ability to provide high quality services at a reasonable price.

Shakopee continues to remain in an extremely strong financial position. The city’s AA+ long
term credit rating reflects the rapidly growing local economy, strong reserves, manageable debt
burden and strong financial management practices and policies. The city maintains a very
diverse tax base across all sectors, entertainment, industrial, commercial and a range of
housing options. The city continues to place an emphasis on long term financial planning
including a long-term financial plan, a 15-year capital improvement plan, establishment of
internal service funds, and financial projections of our various funds.

Staffing for Adequate Fire and Emergency Response Grant Award (SAFER)

The City accepted a federal SAFER grant in October 2025 to hire twelve new full-time
firefighters beginning March 2026. The SAFER grant provides funding to offset the initial costs
required to shift to a career department with a majority full-time staffing model. The total grant
award is $2.63 million over a three-year period and required a progressive match from the city:
25% in year 1, 25% in year 2 and 65% in year 3. City Council approved a budget amendment
to assign fund balance to cover the 2026 cost to the City. Since the grant was awarded after
the preliminary levy and budget was adopted, the additional costs and staff have not been
reflected in this budget document.

Levy Request & Impact

The proposed 2026 levy is $28,214,480, which is an increase of $1,470,430 or 5.50 percent
over last year, and a EDA levy of $550,000, which is an increase of $50,000 from last year. For
the median value home, whose property value increased from $350,700 to $361,300 (3.02
percent), this equates to an increase of $63 or (6.79 percent) annually in city property taxes.



The breakdown and comparison of the proposed 2026 levy is as follows:

Summary of Levy Changes — 2026 Budget

City of Shakopee
Levy Analysis
December 2, 2025
2026 Increase/
2025 Final Preliminary (Decrease) % Change
City Levy
General Fund $ 23,235,050 $ 24,405,480 $ 1,170,430 5.04%
Abatements 120,000 120,000 - 0.00%
Capital Improvement Levy 1,200,000 1,500,000 300,000 25.00%
Debt Service
2016 Abatement 2,189,000 2,189,000 - 0.00%
2022 A Improvement - - - 0.00%
Total Debt Service 2,189,000 2,189,000 - 0.00%
Total City Levy $ 26,744,050 $ 28,214,480 $ 1,470,430 5.50%
Shakopee EDA Special Levy § 500,000 $ 550,000 $ 50,000 10.00%
Total City and EDA Levies $ 27,244,050 $ 28,764,480 $ 1,520,430 5.58%

A summary of changes, in comparison to 2025, impacting the property tax levy are as follows
with detailed information on each section following the summary. The amount shown in red
parentheses represents decreases in the property tax levy, as an example an increase in fee
revenues would result in less property tax needed to fund those services.

Description Levy Impact
Revenues (increase) $(2,133,480)
Transfers from other funds (increase) (24,000)

Expenditures:

Wages & benefits 2,100,700
Operating expenses 961,010
Internal rent changes 359,200
One-time adjustments (93,000)
Capital Improvement Levy 300,000
Debt Service -
Change in property tax levy $1,470,430

The next few pages provide a breakdown of the summarized changes shown in the table above.



Revenues

The city is projecting an overall net increase of $2,133,480 in non-property tax revenues for the
2026 budget a summary of revenue changes are as follows with explanations below:

Description Change
Contracted public safety services (offset with expenses) $616,500
Building permit revenues 450,000
Community Center revenues 331,700
Engineering fees — private development 150,000
Restaurant licenses and inspections (offset with inspector 122,000
wages and benefits)
Police state aid 100,000
Municipal State Aid (MSA) maintenance funds 75,000
Interest income (General fund) 75,000
SPU pilot fee 55,000
Fire state aid 45,000
SandVenture revenues 37,000
Township fire Agreements 25,000
Tribal contribution 25,000
Ice Arena revenues 25,000
MS4 administration fee 25,000
Other (net adjustments) 71,280
Cable franchise fees (35,000)
State building official grant (60,000)
Change in Revenues $2,133,480

Several organizations contract with the Shakopee police department to provide services during
the year. With the addition of concerts at the amphitheater we have increased contracted
revenue by $616,500. This revenue is offset by budgeted increases in staffing overtime and
contracting with other agencies to fulfill these agreements and related supplies and equipment.

The city’s building permits have been strong over the past few years with an influx of
commercial and residential development. The city has historically been conservative when
forecasting and budgeting development and related building permit revenue. The city’s 2026
forecast for building permit revenue includes a $450,000 increase in budgeted building permit
revenue. In total, the city has budgeted $3.88 million in building permit related revenues.

Community center revenues have been increased to reflect proposed fee increases for 2026.
The recreation department has created a comprehensive revenue policy and these fee
adjustments will align with that policy. The community center will continue to remain one of the
most affordable options.

Engineering fees related to private development were increased by $150,000 based on
continued development. The City contracts with a third party to provide construction inspections
services for private development, the increase offsets those contracted costs.

The city is proposing to add a dedicated health inspector to ensure the safety and cleanliness of
our 12 hotels and 72 restaurants. New licenses and inspection fees are budgeted at $122,000
to offset the cost of the new position.



Transfers to the General Fund

Transfers from other city funds to the General Fund help pay for operating costs.

Description 2025 2026 Change

Public safety fund (patrol officer reimbursement) $126,000 $100,000 (26,000)

Self-insurance fund 350,000 350,000

Sewer/storm water (allocation of admin overhead) 400,000 400,000

EDA (allocation of admin overhead) - 50,000 50,000
Change in transfers $24,000

The city received $1.99 million in one-time public safety aid in 2023 which was placed in a
separate Public Safety Aid special revenue fund. Funding was provided in 2024 and 2025 to
pay for a portion of the cost of two additional officers. These positions weren’t hired until fall of
2024 and as a result, not all funding has been utilized. Approximately $100,000 remains in the
fund which is proposed to be utilized with the 2026 budget.

Staff is proposing to utilize $350,000 of fund balance from the city’s self-insurance fund to offset
costs associated with an increase in the employer share of health insurance premiums (this is
the same amount that was used for the 2025 budget). The city continues to explore a potential
implementation of a Scott County health insurance pool, a partnership with Scott County and
cities, that would increase the plan participants and save money over the long-term. Funding of
$600,000 was set-aside initially in 2017 as the city explored their own self-insurance options.

A new recurring annual transfer from the EDA to the General fund in the amount of $50,000 is
included in the 2026 budget. Similar to the city utility funds (sewer and storm water), the EDA
receives administration support from general fund operations including the city council, finance,
information technology, communications and human resources. From a financial standpoint,
the administration allocation would better reflect the full cost of EDA operations. A
corresponding $50,000 increase in the EDA levy is being proposed, resulting in no impact on
the EDA operational funding.



Expenditures
A number of factors will impact the cost of operations in next year’s budget.

The General Fund expenditures are budgeted to increase in total by $3,327,910. The
expenditures have been categorized in this section as wages and benefits, operational (on-
going) expenditures, rent (equipment and capital replacement) and one-time adjustments.

Wages and benefits

Description Change
Cost of living adjustment — 3% (3.5% PW Union) $792,000
Pay step changes 388,000
Compensation study implementation (non-union) 320,000
Public safety OT (offset by contracted revenue) 197,000
Health inspector (New) 121,000
Health Insurance — 8.3% premium increase 99,000
Elections judges 94,000
MN Paid Leave (employer contribution) 93,000
Recreation part-time 58,000
Clerk Administrative Assistant (part-time to full-time) 54,000
Fire part-time 51,000
Fire Inspector added July 2025 (half year impact) 49,000
PT Marketing Specialist (split Communication and Rec.) 39,000
Other (net adjustments) 40,700
Workers compensation — reduced rates (295,000)
Change in wages & benefits $2,100,700

Wages and benefits account for nearly 70% of the City’s General Fund costs. The City has
three unions (Patrol, Sergeants, Public Works), all three union contracts were revised during
2024 and cover a three year period (2024-2026). The 2026 budget has been built with the
assumption that the Patrol and Sergeants unions and non-union wages will see an equivalent
3.0 percent cost of living adjustment. The Public Works union includes a 3.5 percent cost of
living adjustment. Across all employee groups the cost of living adjustment amounts to an
increase of approximately $792,000.

The city maintains pay plans for all employees that include step increases on employee
anniversary dates. Budgeted step increases amount to $388,000.

The city recently completed a market compensation study for all non-union employees. The
goal of the study was to evaluate wages of non-union full-time staff with our peer comparable
cities (Maplewood, Coon Rapids, Lakeville, Roseville, Blaine, St. Louis Park, Golden Valley,
Inver Grove Heights, Burnsville and Savage). The City Council has provided guidance that
employees should be compensated at the salary mid-point of our comparable cities.

The study showed our pay plan is behind market averages and included several positions that
were significantly behind the average wage of similar positions. As a result, the following
modifications have been proposed to the non-union pay plan:



1) Proposed 1% market adjustment

2) Proposed creation of an additional step at 2 percent above the final step for each pay
grade

3) Elimination of step 1 for grades 200 through 240 (which places the number of steps in
line with other pay grades)

4) Positions that are six percent or more below the market will be adjusted up to a newly
created “half” grade. This grade will be inserted at the mid-point between the current
grade and next higher grade. These new grades impacted 18 positions (21 employees).

These pay plan adjustments will allow the city to remain competitive, re-align positions that were
out of the market average and still retain our current pay plan framework. The total budget
impact of these changes amount to $320,000. The following chart provides a comparison line
showing the current wage, market average and proposed wage adjustments for grade mid-
points.
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The 2026 budget currently includes an increase in health insurance premiums of 8.3 percent.
This increase along with changes in employee plan elections calculate to an increase of
$99,000. We have seen a number of employees move from family to single coverage or from
low to high deductible options. The city has seen premium increases of 16.7 percent and 20.9
percent in the past two years. We continue to explore a health insurance pool with Scott County
and cities of Scott County, which could occur in 2027. To offset the increase the city is
proposing to utilize $350,000 of fund balance previously set aside for potentially moving to self-
insured health insurance, which is identified in the transfers section of the memo.

The budget includes the following new items impacting the 2026 budget.

- Building Health Inspector ($121k) — Shakopee needs a dedicated health inspector to
ensure the safety and cleanliness of our 12 hotels and 72 restaurants, particularly
with the opening of the 19,000-seat amphitheater, which will significantly increase
tourism and food service demand. A full-time inspector will help maintain public



health standards, respond promptly to complaints, and support local businesses in
meeting state and local regulations—safeguarding both residents and the thousands
of visitors expected to attend events throughout the year. The position will be offset
by restaurant and hotel licenses and inspection revenues.

- MN Paid Leave ($93k) — state mandated leave program that requires a .38%
contribution of gross wages from employer and employee. The new leave provides
job-protected paid time off for eligible employees (up to 20 weeks per year) to care
for themselves or family members due to medical reasons, family needs or safety
concerns. The City will be contracting with a private insurance provider for this
benefit.

- Clerk Administrative Assistant ($54k) — proposed change from part-time
administrative position to a full-time position with benefits. Will provide consistent
front-desk customer service and support other positions by enabling them to focus
on their specialized areas.

- Part-time Marketing Specialist ($39k) — this shared position between recreation and
communications replaces the seasonal intern with year-round professional marking
support for programs, events and facilities at minimal add cost.

The City’s holds workers compensation insurance through the League of Minnesota’s Insurance
Trust. From 2022 to 2024 we saw rates trend upwards significantly, specifically for public safety
employees. In the 2025 budget, the city forecasted those increases to continue, however we
have seen our rates decline. Based on our last renewal, claims data and recent changes to
post-traumatic stress disorder disability law, we have budgeted for a decrease in workers
compensation insurance of $295,000.

Operational Expenditure Changes

Adjustments to operating budgets that are anticipated to continue into future years are shown
below. These include contractual and utility increases.

Description Change
Public Safety — amphitheater contracted costs $300,000
(offset by revenue)

Engineering contracted construction inspections 170,000
Contingency 110,100
Misc. supply and services (net adjustments) 93,100
Utilities (electric/water/gas) 72,500
County prosecution costs 42,700
Fire — turnout gear/uniforms 34,300
Community center cleaning contract 30,300
Fire — supplies, minor equipment 28,800
Building permit credit card fees 25,000
Finance Contracts (assessing/audit/actuary) 24,000
Fire — training 18,100
Park restroom cleaning contract 12,000

Change in operational expenses $961,010



During the early stages of the budget process significant budget adjustments are identified for
2026, which is typically any line item that would increase by greater than $10,000. For
operations we also review software contracts and include a forecast for utilities and fuel from a
city-wide perspective to adjust these amounts consistently across the organization.
Departments then enter their remaining line items into their operating budgets.

Engineer professional services were increased for contracted construction review services
related to development. These costs are reimbursed through engineering fees.

Contingency (unallocated funds) has been increased by $110,000 for unknowns related to
insurance rates, firefighter union negotiations and miscellaneous items that might arise following
the adoption of the budget.

The Fire Department has requested additional funding to provide for turnout gear, additional
medical equipment, uniforms, and additional training.

The city contracts with Scott County to provide prosecution services, the cost for 2026 will
increase by $42,700.

The Community Center includes an increase of $30,300 to allow them to increase their cleaning
contract from 2 days per week to 7 days per week, which would allow maintenance staff to
focus more on deep cleaning and preventative maintenance.

Rent Changes

The city utilizes internal services funds to accumulate funds for the purchase or replacement of
city equipment and facilities. The funding sources are annual rents (internal charges) to the
appropriate departments.

Description Change
Equipment Rent $175,700
Building Rent 124,800
Park Facilities Rent 40,000
Information Technology Rent 18,700
Change in internal rent charges $359,200

The equipment rent increase is both a result of new equipment being added to the schedule as
well as increases in year over year costs of vehicles and equipment. A 20-year equipment
replacement schedule is included in the 5-year Capital Improvement Plan that identifies all
equipment, useful lives, replacement years and costs.

Building rents are set with the intention that they would provide the funding for major
maintenance projects (roofs, boilers, hvac, etc.), but not fully fund building replacement or new
construction. The rent increase is both the result of projects related to the aging of city buildings
and inflationary costs of those projects.

The annual cost for the various internal service funds are calculated based on estimated useful
life or scheduled replacement dates. The amounts for 2026 have been further adjusted
(decreased) based on current balances. As an example, in 2024 fire vehicles were sold and
proceeds of the sale were deposited in the equipment fund, which was taken into account with
the budget request for 2025 and 2026.



One-time Adjustments

The General Fund up and down swings are typically moderated through the use of internal rent
charges. However, a few one-time adjustments have been included in this budget.
Comprehensive plan updates that will span 2026 and 2027. These costs will be offset by a one-
time reduction of salt inventory, built up from the recent mild winters and removal of previous
one-time items from the 2025 budget.

Description Change
Comprehensive Plan $100,000
Road Materials/Salt (one-time inventory reduction for 2026) (50,000)
Fire Admin. vehicle (75,000)
Building Inspector Ford Lightning (68,000)
Change in one-time costs ($93,000)

Debt Service

The city council approved a transfer of $346,000 of year-end fund balance to pay the 2026
payment on the 2022A Improvement Bonds. The council approved a similar transfer the
previous year which effectively eliminated the need for the debt service levy for these bonds.

City Council approved a debt service levy reduction to use the available fund balance in both
the existing 2016A debt service fund and the 2022A debt service. If approved, this will result in
no change to the debt service levy.

Capital Project Funds/Capital Improvements Levy

Staff and city council have reviewed the 2026-2030 CIP and projects programmed for 2026.
The CIP identifies $54.0 million in projects for 2026. The creation and update of a multi-year
capital plan allows the city to plan for its current and long-term needs. Project areas within the
CIP include buildings, equipment replacement, information technology, parks, street, sanitary
sewer and storm drainage. The CIP is published as a separate document and includes
appendixes for a 15-year CIP, 20-year equipment replacement schedule and a long-term
financial plan.

Over the five-year plan annual overlay, rehab and reconstruction projects total $38.7 million,
which is an average annual cost of $7.7 million needed to maintain current city roadways. This
is a significant increase over the previous five years, looking back at the 2021-2025 CIP, those
same annual projects total $20.9 million, which was an average of $4.2 million.

Recurring funding sources include tax levy, franchise fees, municipal state aid and special
assessments. Recurring funding has not kept pace with increasing street improvement costs.
That funding gap has been plugged in recent years through one-time funding sources, including
a bond issue in 2022 and year-end General Fund transfers. For 2026, staff is recommending an
increase the CIP levy from $1.2 million to $1.5 million to prevent that annual funding gap from
further widening.

The city currently does not have a bond sale anticipated in the budget or CIP for 2026, however
a bond issue in 2026 or 2027 will need to be considered to bridge the funding gap.



Economic Development Authority

The Shakopee EDA has the statutory authority to levy a small percentage (up to 0.0185%) of
the city’s taxable market value, which for 2026 would be a maximum of $1,532,766. The EDA
and City Council can set the levy at any amount up to this cap.

The EDA levy is identified on property tax statements as a separate local tax outside of the
city’s general property tax. For 2026, the preliminary request is for an EDA levy of $550,000
($50,000 increase). Additional funding is provided through a contribution of 2 percent of
revenues from the Shakopee Public Utilities Commission.

Staff is proposing a new ongoing transfer beginning in 2026 from the EDA in the amount of
$50,000. Similar to the city utility funds (sewer and storm water), the EDA receives
administration support from general fund operations including the city council, finance,
information technology, communications and human resources. From a financial standpoint,
the administration allocation would better reflect the full cost of the EDA. A corresponding
$50,000 increase in the EDA levy is being proposed to allow for no net impact on the EDA.

The EDA serves as the landlord for the main level business tenants at River City Centre. The
EDA currently owns the land and the CDA owns the building. The activity (lease revenue and
expenditures) is accounted for in a separate fund of the EDA.

Taxable Market Value

The city’s taxable market value is at $8.70 billion, which is an increase of $412 million (5.0%)
from last year. Residential, apartment, commercial all saw growth in market value. New
construction accounted for 57.8% of the increase in taxable market value.

Class Payable 2025 Payable 2026 Change (%
Agricultural $41,712,610 $53,862,863 29.1%
Apartment 775,299,400 849,623,207 9.6%
Commercial 745,589,700 771,505,500 3.5%
Industrial 1,765,009,000 1,821,276,800 3.2%
Public Utility/Railroad 36,422,700 36,480,300 0.2%
Residential 4.917,336,577 5,160,489,043 4.9%
Other 3,849,500 3,849,600 0.0%

Totals $8,285,219,487 $8,697,087,313 5.0%




For the city of Shakopee, the total residential taxable market value increased 4.9 percent
(includes new construction), the majority of homes (93%) are seeing very little change in their
values (increase/decrease by less than the 5.0 percent). A breakdown of the value changes is

provided below.

Residential Impacts - Shakopee

Estimated Market Number of Percentage
Value Value Range | Residential of
Increase/Decrease | Properties Total
+15.01+% 187 1%
+10.01-15.00% 70 1%
+5.01-10.00% 693 5%
+0.01-5.00% 7,773 59%
No Change 503 4%
-0.01-5.00% 3,900 30%
-5.01 - 10.00% 12 0%
-10.00 - 15.00% 3 0%
-15.01% + 2 0%
13,143 100%

Net Tax Capacity
Class Payable 2025 Payable 2026 Change (%)
Agricultural $372,853 $476,572 27.8%
Apartment 8,736,702 9,668,496 10.7%
Commercial 14,678,599 15,196,748 3.5%
Industrial 35,164,710 36,290,770 3.2%
Public Utility/Railroad 721,249 722,401 0.2%
Residential 50,000,427 52,533,250 5.1%
Other 39,220 39,221 0.0%

Adj. to match county report - (146,997)

Gross Tax Capacity $109,713,760 $114,780,461 4.6%

Adjustments:
Tax Increment ($3,842,380) ($4,395,026) 14.4%
Fiscal Disparity Contribution (17,905.859) (20,022,701) 11.8%
Net Tax Capacity $87,965,521 $90,362,734 2.7%
Fiscal Disparity Distribution ($8,458,436) ($8,316,317) 1.7 %

The total net tax capacity of the city is estimated at $90,362,734 compared to $87,965,521 in
2025, which is an increase of $2,397,213 (2.7%).




The gross tax capacity is adjusted for the increase in tax capacity of properties within tax
increment financing districts. The tax increment adjustment of $4.4 million represents 3.8
percent of gross tax capacity. The net increase is primarily related to the growth of Canterbury
Commons. It is important to note that these developments would not have occurred without the
use of tax increment financing. The value and tax capacity of these districts are added to the
city’s tax roll upon the decertification of these districts.

The gross tax capacity is also adjusted for the fiscal disparities program which is unique to the
seven-county metro area and is further explained in the diagram below:
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The city’s estimated contribution to the program is $20.0 million in tax capacity, and the
distribution is estimated at $8.3 million for a net contributed amount of $11.7 million. This is an
increase of $2.2 million. The city of Shakopee continues to be one of the top net contributors
(4™ highest) to the program in 2026 at $11.7 million (10.2%) of the city’s tax capacity.

City Tax Rates

The tax levy and market value estimates are expected to have a minimal impact on the city’s tax
rate, slightly increasing from 27.77 percent to an estimated 28.67 percent.
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Median Value Home

The value of the median value home has increased from $350,700 to $361,300 over the past
year. This is an increase of $10,600 (3.0%). The following chart provides information on the
median value home and city property taxes paid since 2021. The orange bar and amounts on
the left axis represent the median value home.
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Based on the proposed property tax levy and current assessment date, for the median value
home this equates to an increase of $63 or (6.8 percent) annually in property taxes. Absent any
change in value, homeowners can expect a tax increase of $30 or about 3.2 percent (taking into
consideration the proposed tax rate).

Enterprise Funds

The city operates two public utility funds Sewer and Surface Water. These funds operate on
their own ability to generate revenues and receive no property tax support. The Sewer fund
provides for the collection and conveyance of wastewater through a system of mains and lift
stations. Sewage is treated by the Metropolitan Council Environmental Services, whose
contracted services account for approximately 80 percent of the fund’s operating expenditures.
The disposal charge for 2026 will increase to $3,226,182 (1.8%), following a significant 20.6%
increase that occurred in 2025.

The Surface Water fund maintains the surface water system for the city, which includes 140
miles of storm sewer and 224 ponds.

The City’s sewer billings include a city usage rate, a city fixed rate, and Metropolitan Council
disposal rate. The surface water charge is based on acreage with residential paying a monthly
charge equivalent to 1/3 of an acre. Staff will be proposing rate increases, in the range of one
to three percent) for each fund to keep pace with operational costs and maintain the current



balances of those funds. For a typical residential user, this would amount to approximately $11
annually for sewer charges and $1 annually in surface water charges.

Shakopee is below comparable and surrounding cities when it comes to a cost comparison of
city property taxes, sanitary sewer and storm water charges. The following chart provides the
2026 annual cost of services for a $350,000 value home (slightly below the median value home
in Shakopee) and 5,000 gallons of water usage a month. With the proposed 2026 changes
Shakopee remains at the bottom of the comparison.

2025 Annual Cost of Services for Comparable & Surrounding Cities
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Schedule for budget and property tax levy development

Date

Who

What

May 6, 2025

Council/Staff

Review Long-term Financial
Plan

June 17, 2025

Staff/Public

Public Input Meeting

August 5, 2025

Council/Staff

Review Preliminary Capital
Improvement Plan (CIP)

August 19, 2025

Council/Staff

2026 Budget Overview

September 16, 2025 Council Adopt proposed maximum
tax levy for City and EDA tax
levy.

September 30, 2025 Staff Certify maximum tax levy to

the County which will be used
for proposed property tax
notices

October 21, 2025

Council/Staff

EDA Budget Review

November 5, 2025 Council Adopt final 2026-2030 CIP

November 12, 2025 County Proposed tax notices sent to
owners

December 2, 2025 Council Hold public meeting to
discuss levy and budget.

December 16, 2025 Council Adopt final tax levy and
budget

December 31, 2025 Staff Certify final tax levy and

budget to County and State




