
City Council Special Meeting Agenda
June l4, 2010 Page 1 of 5

MEETING ANNOUNCEMENT AND AGENDA
RED WING CITY COUNCIL

SPECIAL MEETING, 6:00 PM, MONDAY, JUNE, 14, 2010
CITY HALL COUNCIL CHAMBERS

“The City of Red Wing is dedicated to creating, preserving and enhancing
the quality of life for all.”

1. Call to Order & Discussion of Purpose
The purpose of this meeting is to provide information on the 2011 budget
process and to provide information for the Council to consider regarding
2011 budget revenues. The agenda and agenda report have been combined
into one document. Much of the reporting will be verbally provided by
Finance and Administration staff. Staff encourages Council to approach
this budget meeting as a conversation to help focus future revenue
direction.

2. Budget Overview – Immediate Goal and Long Term Goal
A. Immediate Goal – balanced 2011 budget adopted in  December, 2010

B. Immediate and Long Term Goal – maintain fiscal health

C. Immediate and Long Term Goal – sustainable critical services and operation

The City must have a balanced budget adopted by December of 2010. Red
Wing has a tradition of fiscal health, which has and continues to require
city leaders who have vision and strong fiscal oversight. It is as important
for Red Wing that we balance the 2011 budget by creating a budget that
maintains our solid fiscal position. As Council must decide how to increase
revenues, decrease services, or grow our local economy, they must make
decisions that are sustainable. Although there are many ways to achieve
sustainable operations, it is imperative that we concur this is a foundation
on which decisions should be made.

Staff understands that the Council feels a strategic planning process is not
affordable at this time. Staff believes a strategic planning process in the
beginning of 2011 is critical to shaping a long term fiscal vision for the city.

One final note is that I have also provided a copy of the October 2008
Alternative Revenues report provided by the League of Minnesota Cities.
This may offer you some additional creative ideas for enhancing revenues.
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This may offer you some additional creative ideas for enhancing revenues.

3. 2011 Budget Overview - Choices
A. Enhance Revenues

B. Cut Services and expenditures

C. Strategic Use of Fund Balance

D. Financing Capital Investment

E. Combination of A-D

Balancing the budget for 2011 can be accomplished through various
strategies including those listed in A-E above. Over the next six months
staff will be asking the Council to provide feedback on these choices. The
first area of focus is revenues. The information below focuses on the major
categories of revenues and suggests possible enhancements to current
revenues and identifies several new categories for consideration. Ideally,
staff would like to know if there are any options listed below that the
council (consensus) finds unacceptable. Knowing that we have limited
resources and time, we do not want to spend time pursuing revenue
options that are not going to be acceptable.

4. 2011 Budget Overview – Revenues
A. Major Revenue – Levy

 i. Current levy = $12,464,289
 ii. 1% increase in levy = $126,000
 iii. 2% increase in levy = $252,000
 iv. 5% increase in levy = $378,000
 v. Understanding tax impact  - TIF, Xcel’s valuation, property valuation

It’s important to recognize that Red Wing’s largest revenue source, by far,
is one that it controls – the property tax levy. In some cities their LGA is
greater than their tax levy, which puts each at the whim of the state. Staff
believes a levy increase, although not popular, is an option to be
considered in constructing a budget that transitions us into a local
government ‘new normal’.

At this point, we do not have information from the County that will provide
the tax impact. Some of the major contributing factors are TIF, and
declining property values, including Xcel Energy.

Until that information becomes available, staff recommends this option
remain viable. A discussion on this issue and a Council consensus on this
issue would be helpful.
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B. Major Revenue – new sources of revenue
 i. Local Option Sales tax
 ii. Charging for parking – streets and ramps
 iii. New fees – funeral escorts, business licensing, false alarm fees, capturing

percentage of charitable gambling, electric & gas utilities,   

There are several options to consider if the Council wants to expand the
revenue side of the budget. A local option sales tax is one of the biggest
potential revenue enhancements. Another major revenue enhancement is
charging for parking. This can be done for on street parking and in city lots
and with or without meters. If this is an option, staff will work on several
scenarios for Council consideration.

Other minor miscellaneous revenue enhancements have been identified by
staff. They include business licensing, charges for false alarms, and
requiring remittance of the statutorily permissible portion of lawful
gambling proceeds. In the case of a business license, revenue
enhancement is only a portion of the reason the City might want to enter
this type of activity.  Other reasons include improved inventory of
hazardous materials to protect the public and emergency personnel, early
evaluation of water, sanitary and sewer utility service requirements to
prevent utility problems and consistent application of licensing
requirements.

Electric and gas franchise fees should also be considered for the use of
public right-of-way.

Again, if any of these ideas are palatable, staff will work on a specific
proposition for 2011.

C. Major Revenue – new utility/district fees
 i. Street light
 ii. Street
 II. Special Service Districts

There are several utilities utilized in Minnesotan cities. They include street
lighting utilities, street improvement districts, and special service districts.
The street light and street utilities are fairly straight forward. Each property
would be charged a fee to cover costs associated with maintaining and
operation of street lights and/or street improvements and maintenance.
Analysis would have to be done to identify all costs associated with each
activity and determine which costs should be covered through the utility.
It’s fairly simple in the case of street lights, but more can be more
complicated with a street improvement district; this is simply because
street maintenance/reconstruction/construction is more dynamic and
complicated.
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Special service districts are a different entity, and depending on the
purpose of the district have different provisions. One example of a service
district is a business district. This is normally seen in downtown areas. The
district is established to generate additional tax dollars to provide a
different level of service.

D. Major Revenue – one time sale of assets
 i. Mississippi National Golf Links
 ii. Maple Street Building
 II. Miscellaneous parks/properties

There are several properties that the City could sell. Last year Council
discussed several and for various reasons no sales were pursued. At this
time staff feels these properties should be discussed again. Mississippi
National Golf Links is a property that costs the city approximately $200,000
a year. There is a capital budget plan which the City must make an effort to
implement. In addition to Mississippi National, the City owns the Maple
Street Building. Our plans to tear the building down in 2009 were terminated
when we discovered the extent of asbestos which is estimated to cost
$50,000 to remove and dispose. Finally, there are several parks that we
have identified that could be sold. One idea would be to organize
neighborhood meetings and ask neighborhoods to consider associations
to take over park ownership/management.

E. Major Revenue – Intergovernmental Aids
 i. LGA – range of receipts 0 – $1,800,0000
 ii. Utility Transition Aid (UTA) range of receipts 0 – $750,000
 iii. Market Value Tax Credit (MVTC) range of receipts – 0- $500,000
 iv. 2011 budget recommendations:

1. Use 2010 LGA & MVTC receipts for estimating operational spending
2. a). Use remaining 2011 LGA & MVTC for capital expenditure

b).  or budget as if filling unfilled positions but don’t hire until end of
session and/or when receive second check in December 2011.

The final revenue piece listed on this agenda is intergovernmental
revenues. Even though this portion of revenues isn’t the majority revenue
source, the total revenues that were susceptible to state decision-making
in 2010 was budgeted at over $3,000,000. City operations would be
substantially altered if the state eliminated all intergovernmental aid. The
good news is that we do not believe this will happen in 2011. However, staff
feels the Council should be prepared for a significant reduction. Therefore,
staff feels Council should discuss the two options listed above under E. iv.
2011 budget recommendations.

The 2010 receipts for LGA & MVHC are just under $700,000. The total
certified 2011 LGA & MVHC is $2,300,000. The difference of $1,600,000
which should be set aside and used for either capital expenditure over and
above what we set aside for our five year capital budget, contingency, or to
identify positions that are open and won’t be filled until the December, 2011
check is actually received.
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above what we set aside for our five year capital budget, contingency, or to
identify positions that are open and won’t be filled until the December, 2011
check is actually received.

There is much to talk about in these areas. Staff would appreciate feedback
through a conversation on Monday night about these options.

5. Adjournment

Accommodations for signing interpreter, wheelchair access, Braille, large print, etc. can be
made; call City Hall at 385.3600 seven days prior to the need.


