CITY OF EAGLE LAKE
AUGUST 26, 2024
CITY COUNCIL MEETING AGENDA
705 Parkway Avenue
6:00 P.M.

Regularly scheduled City Council meetings are held the first Monday of every month at 6 p.m. All meetings are
open to the public. If you wish to address the City Council in person, please contact City Hall at 507-257-3218
or email krausch@eaglelakemn.com or jbromeland@eaglelakemn.com. Written comments or questions for the
City Council can be submitted via USPS, email, or dropped off at City Hall. City Council meetings are now
live streamed to the City of Eagle Lake’s official YouTube Channel. To view meetings, please visit the City of
Eagle Lake website at https://www.eaglelakemn.com and click on the “City of Eagle Lake MN City Council
Meetings” icon on the home page of the website.

The City Council is provided with background information for agenda items in advance by staff, committees,
and boards. Many decisions regarding agenda items are based upon this information, as well as: city policy and
practices, input from constituents and a Council Members personal judgment. If you have any comments,
questions or information that has not yet been presented or discussed regarding an agenda item, please ask to be
recognized by the mayor during the “Open Public Comments” section on the agenda. Please state your name
and address for the record. All comments are appreciated.
CALL TO ORDER
ROLL CALL
APPROVAL OF THE AGENDA
NEW BUSINESS

1. Budget Work Session

ADJOURNMENT

]
If you have any questions, please feel free to contact City Hall at 507.257.3218 or email at jbromeland@eaglelakemn.com.
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EAGLE LAKE

WHERE OPPORTUNITY SOARS

August 26, 2024

To: Honorable Mayor Norton and City Council
From: Jennifer J. Bromeland, City Administrator
Re: 2025 Budget - Work Session

Cities must prepare and adopt a proposed budget and proposed property tax levy each year. By
law in Minnesota, the fiscal year of a city and all its funds must be calendar year. A budget is
one year of estimated money coming in or revenue, and expenditures or money going out. Cities
over 500 in population that propose a property tax increase are required to provide notice of the
proposed budget adoption and to allow public input on the proposed budget and property tax
levy. The “truth-in-taxation” process (TNT) requires cities to certify proposed property tax
levies to the county auditor on or before September 30'™. The preliminary levy can be reduced
once adopted but cannot be increased prior to the final levy being adopted. The levy is
comprised of the general fund, EDA, and debt service. A TNT public comment hearing must
occur sometime after November 24™ and before December 27%. The final levy must be certified
to the county auditor by or before December 27th. Cities must also file a certificate of
compliance with the Department of Revenue by December 7%,

For reference purposes, included is last year’s final levy information. Last year’s final tax levy
was set at approximately 16% or an increase of $155,722. Property taxes should have remained
relatively flat unless a property’s valuation increased. Attached is a tax levy history showing the
tax levy by year.

The preliminary levy can be reduced once adopted but cannot be increased prior to the
final levy being adopted. The levy is comprised of the general fund, EDA, and debt service.

2023 Final 2024 Final 2025 Change from
Proposed 2024
Preliminary
General Fund $769,952 $945,045 $1,108,066 $163,021
EDA $51,000 $51,000 $20,000 ($31,000)
Debt Service $152,310 $132,939 $136,396 $3,457
TOTAL TAX $973,262 $1,128,984 $1,264,462 $135,478 or
LEVY 12%




Proposed 2025 GF Expenditures $2,467,192

Proposed 2025 GF Revenues $2,372,456

Difference (894,736) — Planned Deficit Spending using
capital outlay reserves. The budget would be
balanced except for planned capital outlay
expenditures drawing down previously set
aside funding in general fund reserves.
Planned Deficit Spending is the intentional
drawing down of capital outlay funds
previously set aside in the general fund. But
for the planned expenditures, the budget
would be balanced.

As shown on the Net Tax Capacity (NTC) worksheet, a copy of which is also attached, the NTC
available for pay 2025 is lower than what was available for pay 2024. According to Blue Earth
County, there are many reasons tax capacity can change. For Eagle Lake this year, the primary
reasons are a decrease in residential market valuations of approximately 4% and an increase in
the residential homestead market valuation exclusion, which reduced taxable market valuations
of residential homestead property.

While there are many factors that go into the budget and line items, what follows are some
highlights for your review and information (in no particular order):

Truth In Taxation: Truth in Taxation notices are sent to all property owners each November
before local units of government finalize their budgets for the coming year. The notice is meant
to help property owners understand how property taxes are determined and how they can get
involved with local budgeting and taxation. Property owners cannot appeal their property’s
market value or classification at the Truth in Taxation meeting. The Truth in Taxation meeting
is tentatively scheduled for Monday, December 2 at 6:00 p.m. at City Hall.

Fund Balance: The City consistently maintains a minimum unassigned general fund balance of
50% of the annual budget. A positive fund balance contributes to a favorable bond rating,
provides a source of working capital to meet cash flow needs, and offers a cushion for
unexpected expenditures or revenue short falls.

Fire and Public Works Budget Requests: Requests from the Fire Department and Public
Works Department are reflected in the draft budget.



Certified 2025 Local Government Aid (LGA): The Minnesota Department of Revenue
released the certified Local Government Aid amounts for 2025. The 2025 LGA payments will be
made on July 20 and December 26, 2024. Together, LGA and property taxes account for
approximately 80% of general fund revenues. Both are significant sources of income. The
goal of LGA is to help equalize a city’s ability to provide an average level of services at a
reasonable property tax rate.

2024 Certified Amount $749,370
2025 Certified Amount $750,114
Increase from 2024 Amount $744.00

Cost of Living Adjustment (COLA): Each year, a cost-of-living adjustment is made to wages
using the consumer price index (please see attached printout). This is intended to counteract
inflation and the average change over time in prices paid by consumers for goods and services.
Discussion took place in 2021 that the City retains discretion as to the actual adjustment to wages
for cost of living and is not bound by the CPI. This year, the percent change for the Midwest
region from July 2023 to July 2024 is 2.7%. Most cities are budgeting anywhere between 3%-4%
for a cost-of-living adjustment for 2025. A 3% COLA will be factored into the 2025 budget.

Wages: A wage survey was completed in 2024 that resulted in a revamped pay structure. Wages
increased anywhere between 6.1%-19.5% depending on position to be average of market
comparable. The 2024 scale reflected a 3% step increase and a 3% COLA adjustment. Unless
directed differently, a 3% step increase will be factored into the 2025 budget.

Health Insurance Rates: We will not know our 2025 rates until October but have been advised
by our agent to budget for an 8% increase at this time. It is anticipated that the renewal will be
under 10% but budgeting higher until we know for sure.

2025 Public Employees Retirement Association (PERA): The 2024 regular legislative session
resulted in no changes to employer or employee contributions to either the defined benefit or
defined contribution plans.

Employee Contributions

Defined Benefit Plan 2024 2025

Coordinated 6.5% 6.5%
Employer Contributions

Defined Benefit Plan 2024 2025

Coordinated 7.5% 7.5%

Social Security and Medicare Withholding for 2025: The 2025 amounts are not yet available.
For 2024, employers paid a Social Security tax rate of 6.2% and a Medicare tax rate of 1.45%.
The combined rate of 7.65% is unchanged from 2023.

Paid Family and Medical Leave: A new Minnesota law will create a state-administered
mandatory paid family and medical leave insurance program beginning January 1, 2026. The



program will provide a number of weeks of partial wage replacement for family and medical
leave funded through a payroll tax applied to all employers. The program will be administered
by the Minnesota Department of Employment and Economic Development (DEED).

Enterprise and Debt Service Funds: City staff will continue working on fine tuning the
enterprise and debt service fund budgets and consult with Shannon Sweeney with David Drown
Associates on whether an updated rate analysis is needed based on projected operating expenses.
We will review the draft budget in detail at the meeting and highlight reasons for the
recommended approximate 12% increase over the final levy collected in 2024.

No action is needed this evening as the purpose is to review the budget in a work session format.

City Administrator
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