CITY OF EAGLE LAKE
SEPTEMBER 26, 2022
SPECIAL CITY COUNCIL MEETING
6:00 P.M.

CITY HALL, 705 PARKWAY AVENUE
AGENDA

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
krauschi@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. If you are unable to attend a meeting, you can
view meetings by visiting the City of Eagle Lake website at eaglelakemn.com and click on the “City of Eagle

- Lake MN City Council Meetings” icon on the home page of the website.

CALL TO ORDER
PLEDGE OF ALLEGIANCE
ROLL CALL

Auringer White Steinberg Rohrich Whitington

NEW BUSINESS
1. Preliminary 2023 Budget and Tax Levy
a. Resolution No. 2022-38: A Resolution Setting the Fiscal Year 2023 Preliminary City Budget
and Preliminary Property Tax Levy
OTHER
ANNOUNCEMENT

ADJOURNMENT

e EE Eee—————
If you have any questions, please feel free to contact City Hall at 507.257.3218 or email at jbromeland @eaglelakemn.com.




W

EAGLE LAK

WHERE OPPORTUNITY SOARS
September 26, 2022

To: Honorable Mayor Auringer and City Council
From: Jennifer J. Bromeland, City Administrator
Re: Proposed 2023 Preliminary Budget and Tax Levy

The preliminary levy must be adopted 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 Truth-In-Taxation (TNT) public comment hearing must occur sometime between November
25" and December 28", This hearing has been set for the regularly scheduled City Council
meeting at 6:00 p.m. on Monday, December 5"

The final levy must be certified to the county auditor by or before December 28th. Cities must
also file a certificate of compliance with the Department of Revenue by December 28™.

For reference purposes, last year’s final levy was set at 10% or an increase of $81,173 over the
2021 tax levy. Property taxes should have remained relatively flat unless a property’s valuation
increased.

Included is a spreadsheet used to show estimated net tax capacity and levy impact. This
spreadsheet can be used to consider different scenarios by changing the proposed levy change
cell and residential taxable market value cell. It should be noted that the estimated city tax cell is
calculated using a residential 1% class rate, and this doesn’t represent property classifications
with a different class rate such as commercial or industrial. The local property tax rate is a
function of the levy and total tax base. Taxable tax capacity is used to determine the local tax
rate. [city levy] / [taxable tax capacity| = [city tax rate]| A property’s share of the City levy is
based on the taxable value of the property relative to the full value of all other property in the
City’s taxing district. Per an inquiry to Blue Earth County Property and Land staff, the
average residential sale price in the City of Eagle Lalke was $300,100 for the 2022
assessment. The average market value percent increase on residential homes was 8.44%.
It should be noted that the City’s net tax capacity has increased recently due to new
residential and commercial construction. This is important because with more taxpayers,
the tax base has expanded and helps to spread the burden of taxes over more taxpayers.

A net tax capacity increase with continued growth allows our tax rate to decrease. Even with a
proposed 9% levy increase, the proposed 2023 tax rate would still be slightly below the 2022 tax
rate. However, if a property’s valuation increased, taxes will increase accordingly. If taxpayers
see an increase in taxes, they also need to look at their valuation and whether that increased.



Valuations can appreciate or depreciate. The time to appeal a valuation is in April and taxpayers
need to contact Blue Earth County directly as the City of Eagle Lake does not determine property
valuations. Overall, property taxes and market valuation are complex with several moving parts.

Discussion took place at the August 22" budget work session about setting aside funds annually
for future facility maintenance at the Fire Hall. Since that meeting, a line item was specifically
added to the Fire Department budget for this purpose and $25,000 has been allocated with
$20,000 of this amount for parking lot maintenance and HVAC work, and the remaining $5,000
set aside for phase I of the new facility study. Because this is in a capital outlay line item, any
unused funds at year end will be carried forward.

Since the Mayor and Council compensation matter was tabled at the September 12" meeting, a
$400 increase was factored into the 2023 budget for the mayor and a $300 increase for council.
If no action is taken to increase the compensation of the Mayor and Council before the election
in November, these amounts can be removed before the final budget and tax levy is approved in
December.

In addition, $2,500 was allocated for set aside in capital outlay in the City Hall budget to
continue incrementally setting aside funding for future facility improvements.

2021 Final 2022 Final 2023 Preliminary | Change from
2022
General Fund $608.936 $696,904 $769,952 $73,048
EDA $51,000 $51,000 $51,000 $0

Debt Service $151,792 $144,997 $152,310 $7,313

TOTAL TAX $811,728 $892,901 $973,262 $80,361

LEVY or 9%
Proposed 2023 GF Revenues $1,879,390
Proposed 2023 GF Expenditures $1,945,110

Difference ($65,720) - Planned Deficit Spending using

capital outlay reserves. The budget would
be balanced except for $130,355 in planned
capital outlay expenditures drawing down
previously set aside funding in general fund
reserves. The expenditures are comprised of
fire, police, streets, and parks capital outlay
expenditures. Planned Deficit Spending is
the intentional drawing down of capital
outlay funds previously set aside in the
general fund. But for the planned capital
outlay expenditures, the budget would be
balanced. A question was posed at the budget
work session asking if there could be a




revenue line item for planned capital outlay
expenditures to avoid the appearance of an
unbalance budget. There is not a revenue line
added for this because these funds are
included in our available fund balance. While
we could adjust the budget to not include
planned capital outlay expenditures, the actual
expenditures in the year will reflect them and
there would be a difference between actual
spend and budgeted expenditures.

Attached for reference purposes is the August 22" budget work session memo. Included in the
proposed 2023 budget is the addition of a 4" full-time police officer, a 4" full-time public works
worker, and a community development coordinator position (new). We talked about reviewing
goals at this evening’s meeting.

From my perspective as staff, one of my immediate goals is that we increase staffing levels to
keep up with the demands and growth pressures that we will continue to encounter as a growing
community (2023). To ensure effective and efficient delivery of services and to be able to
accommodate ongoing growth, the City must be intentional about adequately staffing
departments. If staffing needs aren’t addressed in specific areas (consistent police coverage,
sufficient public works maintenance staff, a dedicated planning and zoning and economic
development position), we will likely continue to fall behind and be reactive while the delivery
of services could suffer due to staff being stretched too thin. We simply are trying to do too
much with too little resources, and it is not sustainable as the community continues to grow and
expectations for services and amenities increases.

Other immediate goals include updating outdated planning documents to promote orderly growth
and development (2023), moving ahead with the SCADA system for water and sewer (2022-
2023), water tower rehab project (2023), secure funding for water treatment plant project (2023-
2025), park pavilion (2023), and research and implement creative employee retention and
recruitment ideas— including all full-time and part-time employees, and paid volunteer fire and
daytime rescue personnel (2023-2024).

Attached you will find a proposed preliminary budget and other supporting information.
Discussion should ensue.

A motion is necessary to adopt Resolution No. 2022-38.

-

(Jennifer J. Bromeland
City Administrator
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CITY OF EAGLE LAKE, MINNESOTA
CITY COUNCIL RESOLUTION 2022-38

A Resolution Setting the Fiscal Year 2023 Preliminary City Budget and
Preliminary Property Tax Levy

WHEREAS, the City Council estimates the following sums of money will be levied for
the current year, collectible in 2023, upon the taxable property in the City of Eagle Lake,
for the following purposes:

General Fund $769,952
Economic Development Authority — $ 51,000
Debt Service $152.310
TOTAL TAX LEVY $973,262

BE IT RESOLVED, that the City Council has scheduled a Truth-N-Taxation public
hearing for 6:00 p.m., Monday, December 5, 2022, in the Eagle Lake Council Chambers,
705 Parkway Ave., Eagle Lake, MN and a continuation hearing, if necessary for 6:00
p.m., Monday, December 12, 2022 at the same location.

BE IT FURTHER RESOLVED, that the City Council directs the City Administrator to
transmit a certified copy of this resolution to the County Auditor of Blue Earth County,
MN.

Adopted by the City Council of Eagle Lake, MN this 26th day of September 2022,

Tim Auringer, Mayor

ATTEST:

Jennifer J. Bromeland, City Administrator
(SEAL)
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— (for Reference )
EAGLE LAKE

WHERE OPPORTUNITY SOARS

August 22, 2022

To: Honorable Mayor Auringer and City Council
From: Jennifer J. Bromeland, City Administrator
Re: 2023 Budget - Work Session

As a community that is experiencing growth and the growing pains and pressures that
accompany growth, we are faced with the increased difficult task this budget cycle with putting
together a fiscally prudent budget that ensures both the continued delivery of quality services and
planning for the future (during a time when the economy is volatile, and inflation is high).

While Eagle Lake’s population has grown approximately 36% in the last decade, our staffing
levels have remained relatively the same even though the demand for services has increased
because of development. Included in this year’s budget requests are a 4™ Full-Time Police
Officer, a 4" Full-Time Public Works Worker, and a Full-Time Community Development
Coordinator position. Attached is a draft job description for the position of Community
Development Coordinator,

Eagle Lake is also behind on updating some key planning documents such as the comprehensive
plan (adopted in 1991) and land use plan (adopted in 2006), both of which are important for
strategic planning as it relates to community development. Funding should be prioritized to
update planning documents.

With the upcoming retirement of the Public Works Director, City staff recommends that Bolton
and Menk be consulted to assist with putting together an updated Capital Improvement Plan
(CIP) as it relates to street and utility reconstruction projects. Included in the CIP could be other
infrastructure needs such as the proposed water treatment plant project, street pavement
evaluation and mapping (this is currently done in house as time allows), and a review of sewer
televising records to identify problem areas around town.

Coming up this fall, bidding will take place for a SCADA system for water and sewer. Then, in
December or January, bidding is anticipated to take place for the water tower rehab project in
2023. It appears that American Rescue Plan Act (ARPA) funds can be used for a SCADA
system, but more research is needed to determine if a water tower rehab project is an eligible use
of the funding. Regardless, financing will need to be obtained for the rehab project which will
likely cost approximately $500,000. A total of $337,354 was received in ARPA funding. Funds
must be expended by December 31, 2024,

What follows is some basic information about the budgeting process. 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 properly 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 TN'T public comment hearing must occur sometime
between November 25" and December 28", The final levy must be certified to the county
auditor by or before December 28th. Cities must also file a certificate of compliance with the
Department of Revenue by December 28",

While the 2022 Regular Legislative Session did not result in any significant changes for
consideration in budgeting, one item from 2021 requires additional summary budget information
to be submitted to the county auditor. Additional summary budget information will be required
(effective for taxes payable 2023) on or before the adoption of the City’s proposed levy. The
supplemental information must include summary budget data reported to the state auditor,
revenues listed separately by categories, and expenditures listed by category.

For reference purposes, included is last year’s final levy information. Last year’s final tax levy
was set at 10% or an increase of $81,173. Property taxes should have remained relatively flat
unless a property’s valuation increased.

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.

2021 Final 2022 Final 2023 Change from
Preliminary | 2022
General Fund $608,936 $696,904 $766,594 $69,690
EDA $51,000 $51,000 $51,000 $0
Debt Service $151,792 $144,997 $152,310 $7,313
TOTAL TAX $811,728 $892,901 $969,904 $77,003 or
LEVY 8.6%
Proposed 2023 GF Revenues $1,866,032
Proposed 2023 GF Expenditures $1,917,456
Difference ($51,424) - 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. The
expenditures are comprised of fire, police,
streets, and parks capital outlay expenditures,
Planned Deficit Spending is the intentional
drawing down of capital outlay funds




previously set aside in the general fund. But
for the planned capital outlay expenditures,
the budget would be balanced.

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):

Net Tax Capacity Estimate and Levy Impact: Included is a spreadsheet used to show
estimated net tax capacity and levy impact. This spreadsheet can be used to consider different
scenarios by changing the proposed levy change cell and residential taxable market value cell. It
should be noted that the estimated city tax cell is calculated using a residential 1% class rate, and
this doesn’t represent property classifications with a different class rate such as commercial or
industrial. The local property tax rate is a function of the levy and total tax base. Taxable tax
capacity is used to determine the local tax rate. [city levy] / [taxable tax capacity] = [city tax rate]
A property’s share of the City levy is based on the taxable value of the property relative to the
full value of all other property in the City’s taxing district. Per an inquiry to Blue Earth
County Property and Land staff, the average residential sale price in the City of Eagle
Lake was $300,100 for the 2022 assessment. The average market value percent increase on
residential homes was 8.44%. It should be noted that the City’s net tax capacity has
increased recently due to new residential and commercial construction. This is important
because with more taxpayers, the tax base has expanded and helps to spread the burden of
taxes over more taxpayers.

Tax Levy History: Included is a history showing tax levy by year.

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 5" 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, Police, and Public Works Budget Requests: Included are budget requests from the Fire
Department, Public Works Department, and Police Department. Representatives from each
department will be at the meeting to review their respective departmental requests and answer
any questions that you might have.




Certified 2023 Local Government Aid (LLGA): The Minnesota Department of Revenue
released the certified Local Government Aid amounts for 2023. The 2023 LGA payments will be
made on July 20 and December 26, 2023. 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.

2022 Cerlified Amount $685,922
2023 Certified Amount $699,884
Increase from 2022 Amount $13,962

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 June 2021 to June 2022 is 9.5%. Last year, it was 5.9% and the year before that it
was 0.7%. Based on a survey of other area cities comparable in size, most are budgeting
anywhere between 3%-5% for a cost-of-living adjustment for 2023.

Step Increase: 2% (for those that are eligible and those that receive a satisfactory performance
evaluation). Employees at the top of the range for their pay grade will receive COLA only.

Health Insurance Rates: We will not know our 2023 rates until October but have been advised
by our agent to budget for a 12% increase at this time, It is anticipated that the renewal will be

under 10% but budgeting higher until we know for sure.

Public Employees Retirement Association (PIERA): No changes to employer or employee
contributions in the defined contribution plans or to police and fire.

Employee Contributions

Defined Benefit Plan 2022 2023

Coordinated 6.5% 6.5%

Police and Fire 11.8% 11.8%
Employer Contributions

Defined Benefit Plan 2022 2023

Coordinated 7.5% 7.5%

Police and Fire 17:3% 17.7%

Social Security and Medicare Withholding for 2023: The 2023 amounts are not yet available.
For 2022, 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 2022.



League of MN Cities Member Dues: A 3.5% increase is scheduled for 2023. Actual dues
include a population factor so a net change for each city varies depending on population changes.
The dues estimate for 2023 is $4,072.

Coalition of Greater Minnesota Cities Member Dues: $6,122 (increase of $296).
Minnesota Valley Council of Governments Member Dues: $5,372 (no increase).

Regional Economic Development Alliance (REDA) Agreement Participation Fee through
Greater Mankato Growth (GMG): $7,196.34 (estimate — notice of final amount not yet
received). The fee is based on population figures. The belief is that economic prosperity and
activities do not stop at jurisdictional boundaries and that success lies in a collective
marketplace. REDA is intended to facilitate economic development in the communities that
make up the greater Mankato regional marketplace. Members include Eagle Lake, Lake Crystal,
Blue Earth County, Mankato, North Mankato, St. Peter, and Nicollet County.

All Seasons Arena Operating Assessment: [f the operating service agreement is fulfilled
through 2023, the City’s share is $1,810 for the annual assessment. This is a 0% increase from
last year’s assessment amount.

Music on Parkway: Music on Parkway was made possible in 2021 through a matching grant
(one-time grant) from the Southern MN Initiative Foundation. $5,000 was included in the 2022
budget to carry forward a scaled back Music on Parkway series. With a generous donation from
the American Legion Post 617, three events were held in 2022. $5,000 has been included on the
expenditure side in the 2023 budget in hopes that another $5,000 can be collected in donations
and/or grants from area businesses.

Parks: The Parks Board has requested a capital outlay allocation in an amount not less than
$50,000 for the 2023 budget. Funds are needed for ongoing capital outlay expenditures such as
completing phase II of the parks project which includes upgrades to the bathroom and a new
pavilion at Lake Eagle Park.

Audit Tees: A proposal was obtained from Eide Bailly for auditing services for years 2021-
2023.

2021 2022 2023

$24,500 $25,500 $26,500

League of MN Cities Insurance Trust (LMCIT) Coverage: Below are estimates for rate
increases for 2023- cities can check back in October for an updated outlook on rates.

Workers” Compensation 10%-15%
Property 3%-8%
Liability B 5%-10%
Auto 5%-10%




Capital Improvements: An assigned fund balance is now included in the annual audit to reflect
capital outlay funds set aside for capital outlay expenditures instead of continuing to lump these
funds in the “unassigned” fund balance. This change began with the 2021 audit report.
Department heads are relied upon to provide accurate information about future
departmental needs, anticipated cost, and approximate year when a capital expenditure
will be made.

Debt Service: Included is a current debt service schedule,

Utility Rate Analysis: Shannon Sweeney with DDA is assisting the City with a water, sewer,
and storm utility rate analysis to ensure rates are commensurate with expenses.

Copier: A proposal will be presented at the September 12" City Council meeting to look at
terminating the current copier lease and maintenance agreement with Metro Sales and instead
moving to Loeffler to realize a significant monthly cost savings. The proposal from Loeffler
would include pricing that is locked for 60 months with unlimited color and black and white at
no additional cost. Under the current agreement, our costs have increased due to annual cost
escalations for the number of copies printed because we do not have unlimited color and black
and white copies. The new proposal includes all toner, parts, and labor. The only thing not
covered is the paper, which we are currently responsible for purchasing separate from the
existing copier lease and maintenance agreement.

Budget materials will be distributed at the meeting. If you still have last year’s budget binder,
feel free to bring back and use for the 2023 budget materials. Upon request, we can add a three-
hole punch to printed budget materials. A budget binder will be available for public inspection
at City Hall and will be updated accordingly with budget materials between now and when until
the final levy is adopted.

The enterprise funds will continue to be updated until the final budget is a due to information
still being collected for revenues and expenditures. Changes to the enterprise funds do not
impact the general fund levy.

A second budget work session should be scheduled sometime the week of September 6™ or
September 12" so that the preliminary levy can be certified before September 30", Discussion
should ensue as to a date and time for the next budget work session.

Assignment: Put together a list of your top 5 immediate and long-term goals for the City of
Eagle between now and the next budget work session.

ﬁ]émﬁ@‘ EE Bromeland

City Administrator



