CITY OF SHOREWOOD 5755 COUNTRY CLUB ROAD
CITY COUNCIL WORK SESSION COUNCIL CHAMBERS
MONDAY, SEPTEMBER 11, 2023 5:30 P.M.

AGENDA
1. CONVENE CITY COUNCIL WORK SESSION
A. Roll Call
Mayor Labadie
Callies
Maddy

Sanschagrin
Zerby

B. Review Agenda
ATTACHMENTS

2. 2024 BUDGET DISCUSSION Finance Director Memo

3. ADJOURN



#2

. . MEETING TYPE
City Council Work Session Item Work Session

Title / Subject: 2024 Proposed Budget
Meeting Date: September 11, 2023
Prepared by: Joe Rigdon, Finance Director
Reviewed by: Marc Nevinski, City Administrator
Attachments: General Fund 2024 Budget Draft (p. 1-21)
Shorewood Community and Event Center 2024 Budget Draft (p. 22-23)
Enterprise Funds 2024 Budget Drafts (p. 24-34)
Capital Improvement Plan 2024-2033 (p. 35-39)
Streets Capital Improvement List 2024-2037 (p.40)
Capital Project Funds 2024 Budgets (p.41-49)

Background: 2024 budget worksheets were distributed to department heads in mid-June and staff has
subsequently been working on putting together the 2024 preliminary budget and property tax levy. An
initial budget work session was held on August 14, and an additional Budget work session is to be held
on September 11. It is anticipated that the Council will adopt the preliminary budget and levy at the
September 25 regular City Council meeting. The 2024 property tax levy must be certified to Hennepin
County by September 30. After certification, the preliminary levy can not be increased, but can be
decreased. The City will certify the levy to Hennepin County and the information will be used in
preparing truth-in-taxation notices sent to property owners in November.

General Fund Expenditures:

At the August 14 budget work session, the Council directed staff to review the 2024 proposed General
Fund and the Shorewood Community and Event Center budgets in an effort to find areas in which
budgeted expenditures could be reduced. This direction was intended to result in a lower percentage
increase to the overall property taxes from 2023 to 2024. The increase in the total City property tax levy
in the August preliminary budget was 10.6%, which has been reduced to 9.5%.

Change in
Property Tax
2024 2023 - 2024
General Fund Budgeted Expenditures - 2024 Original $6,568,443 10.6%
Budget Revisions:
Expenditures (5101,728)
Compensation Study - Employee Changes $34,043
Recreation Adjustments ($4,410)
Net Budget Revisions ($72,095)
General Fund Expenditures - 2024 Revised $6,496,348 9.5%



2024 Budget Revisions
Subsequent to 8/14/23 Council Work Session

Initial Revised
Budget Budget Budget Budget
Department Account 2023 2024 2024 Revision
General Fund
Council
General Supplies 101-11-4245-0000 3,000 7,000 3,000 (4,000)
3,000 7,000 3,000 (4,000)
Administration
Postage 101-13-4208-0000 11,000 11,000 8,000 (3,000)
Printing & Publishing 101-13-4351-0000 14,000 20,000 14,000 (6,000)
Contractual Services 101-13-4400-0000 19,000 72,000 65,000 (7,000)
44, 000 103,000 87,000 (16,000)
Planning
Contractual Services 101-18-4400-0000 64,000 50,000 25,000 (25,000)
64,000 50,000 25,000 (25,000)
Municipal Buildings
Communications 101-19-4321-0000 70,000 106,000 99,000 (7,000)
70,000 106,000 99,000 (7,000)
Engineering
Engineering Fees 101-31-4303-0000 162,000 162,000 150,000 (12,000)
162,000 162,000 150,000 (12,000)
Public Works
Contractual Services 101-32-4400-0000 129,000 129,000 120,000 (9,000)
129,000 129,000 120,000 (9,000)
Park Maintenance
Trees Purchased 101-52-4247-0000 10,000 20,000 12,000 (8,000)
Contractual Services 101-52-4400-0000 45,000 42,000 40,000 (2,000)
Lake Minnetonka Treatment 101-52-4401-0000 5,000 5,000 0 (5,000)
60,000 67,000 52,000 (15,000)
Recreation
Part-Time 101-53-4103-0000 8,000 28,579 14,641 (13,938)
General Supplies 101-53-4245-0000 1,000 3,000 2,500 (500)
Travel, Conference, & Schools 101-53-4331-0000 250 4,500 2,900 (1,600)
Printing & Publishing 101-53-4351-0000 1,500 1,600 5,910 4,310
Entertainment in the Park 101-53-4444-0000 0 7,500 1,500 (6,000)
Adaptive & Inclusion 101-53-4449-0000 0 0 4,000 4,000
10,750 45,179 31,451 (13,728)
Total General Fund 542,750 669,179 567,451 (101,728)
Shorewood Community & Event Center
Rental Income (Revenue) 201-00-3410-0000 55,000 55,000 61,000 6,000
Part-Time 201-00-4103-0000 11,500 28,579 14,641 (13,938)
Office Supplies 201-00-4200-0000 400 3,500 2,300 (1,200)
Printing & Publishing 201-00-4351-0000 3,500 4,000 7,310 3,310
Total Shorewood Community & Event Center 70,400 91,079 85,251 (5,828)




Overall proposed 2024 General Fund expenditures and transfers out are preliminarily budgeted at
$6,500,758 or a 6.8% increase from the 2023 General Fund budget. The revenues section of the 2024
General Fund budget draft includes a detail of taxes section.

Personnel-related Assumptions:

A compensation study is currently underway, which could potentially result in changes to
employee pay classifications and compensation. The preliminary 2024 budget is shown using
the existing projected 2024 pay rates based on the existing 2023 rates. The compensation study
and this preliminary budget do include the provision of an additional step beyond the current
maximum step on the pay scale.

One new Administrative Assistant is included in the 2024 budget at 0.5 FTE in the planning
department.

Employee 2024 pay step increases are included as applicable.

An employee cost of living adjustment of 3.0% is included for 2024.

Health insurance premiums are estimated to increase approximately 10% for 2024.

The employer contribution toward insurance premiums is shown with an increase from $1,380
per month in 2023 to 51,480 per month in 2024.

General Fund Expenditures and Transfers Out
2024 Proposed Budget

Parks and
Recreation
9%

General
Government
Streets 31%

21% A

Public Safety
39%



General Fund Revenues:

General Fund 2024 revenues are preliminarily budgeted at $6,496,348, or a 6.7% increase from the 2023
budget. The increase is due to the proposed General Fund taxes increasing in order to cover 2024
expenditure increases. Property taxes account for 88.9% of the 2024 General Fund revenue budget.
Non-tax revenues make up 11.1% of the budget and are projected to increase by 3.3%.

For the 2022, 2023 and 2024 budgets (preliminary), no use of reserves has been included in the annual
General Fund budget, resulting in structurally balanced budgets. It is recommended that the City strive
to structurally balance its General Fund budget with revenues equaling expenditures, and without the
use of reserves.

General Fund Revenues and Transfers In
2024 Proposed Budget

Special Assessments
Charges for Services Fines & Forfeitures 0%
1% 1% Miscellaneous

4%
Intergovernmental

2%

Licenses & Permits
3%

89%



Property Tax Levy:

The City’s 2024 overall preliminary property tax levy of $7,126,331 is 9.5% higher than the 2023 total
levy of $6,510,948. The General Fund portion of the property tax levy is proposed to increase by
$384,053, or 7.2%, with all other non-General Fund tax levies (capital and debt levies) budgeted to
increase $231,330, or 20.3%.

Based on property tax capacity estimates of a 10.0% increase, the City is proposing to decrease the
estimated payable 2024 City tax rate by 0.0% from 22.416% in 2023 to 22.409% in 2024.

Preliminary individual fund property tax levies are as follows:

2023 2024 Change in $ Change in %

General Fund $5,370,016 $5,754,069 $384,053 7.2%
Debt Senice Funds (City):

2020A G.O. Street Reconstruction Bonds $230,487 $228,492 ($1,995) -0.9%

2021A G.O. Street Reconstruction Bonds $312,806 $310,023 ($2,783) -0.9%

2022A G.O. Street Reconstruction Bonds $228,639 $289,416 $60,777 26.6%

2023A G.O. Street Reconstruction Bonds $0 $160,331 $160,331 N/A
Capital Project Funds:

Equipment Replacement $123,000 $128,000 $5,000 4.1%

Street Improvements $123,000 $128,000 $5,000 4.1%

Park Improvements $123,000 $128,000 $5,000 4.1%

$6,510,948 $7,126,331 $615,383 9.5%
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Property owners with no change in market values from payable 2023 to payable 2024 should experience
an approximate 0.2% decrease in the City portion of their overall property tax bill. In the event of a
market value decrease or increase from payable 2023 to payable 2024, City property taxes would
change proportionately.

The following table calculates the property tax impact on residential homesteads that had no market
value change from 2023 to 2024:

2024 CITY PROPERTY TAXES (WITH NO MARKET VALUE CHANGE)

Market City Local City Property Percentage
Value Tax Tax Capacity Property Taxes Tax
2024 Capacity Rate Taxes Increase Increase
NO CHANGE 2024 Pay 2024 2024 (Decrease) (Decrease)
$400,000 $3,988 22.365% $892 ($2) -0.2%
$600,000 $6,250 22.365% $1,398 ($3) -0.2%
$800,000 $8,750 22.365% $1,957 (S4) -0.2%
$1,000,000 $11,250 22.365% $2,516 (56) -0.2%
$1,200,000 $13,750 22.365% $3,075 (57) -0.2%

The City’s overall estimated market value increased by 9.2% from 2023 to 2024, including existing value
increases and new construction. The following tables calculate the property tax impact on residential
homesteads that had an average market value growth increase of 5.0%, 10.0% and 15.0% for 2024.

2024 CITY PROPERTY TAXES (WITH MARKET VALUE INCREASE)

Market
Value City Local City Property Percentage
2024 Tax Tax Capacity Property Taxes Tax
INCREASE OF Capacity Rate Taxes Increase Increase
5.0% 2024 Pay 2024 2024 (Decrease) (Decrease)
$420,000 $4,200 22.365% $939 $45 5.1%
$630,000 $6,625 22.365% 51,482 s81 5.8%
$840,000 $9,250 22.365% 52,069 $107 5.5%
$1,050,000 $11,875 22.365% $2,656 $134 5.3%
$1,260,000 $14,500 22.365% $3,243 $161 5.2%



2024 CITY PROPERTY TAXES (WITH MARKET VALUE INCREASE)

Market
Value City Local City Property Percentage
2024 Tax Tax Capacity Property Taxes Tax
INCREASE OF Capacity Rate Taxes Increase Increase
10.0% 2024 Pay 2024 2024 (Decrease) (Decrease)
$440,000 $4,400 22.365% $984 $90 10.1%
$660,000 $7,000 22.365% $1,566 $165 11.7%
$880,000 $9,750 22.365% $2,181 $219 11.2%
$1,100,000 $12,500 22.365% $2,796 $274 10.9%
$1,320,000 $15,250 22.365% $3,411 $328 10.7%
2024 CITY PROPERTY TAXES (WITH MARKET VALUE INCREASE)
Market
Value City Local City Property Percentage
2024 Tax Tax Capacity Property Taxes Tax
INCREASE OF Capacity Rate Taxes Increase Increase
15.0% 2024 Pay 2024 2024 (Decrease) (Decrease)
$460,000 $4,600 22.365% $1,029 $135 15.1%
$690,000 $7,375 22.365% $1,649 $248 17.7%
$920,000 $10,250 22.365% $2,292 $331 16.9%
$1,150,000 $13,125 22.365% $2,935 S414 16.4%
$1,380,000 $16,000 22.365% $3,578 $496 16.1%

Shorewood Community and Event Center:

The SCEC is funded by facility rentals and annual transfers from the General Fund. A transfer of
$105,000 to assist with operations and with building improvements in 2024 is included. Staff will
evaluate the SCEC expenditures and revenues on an annual basis, while reviewing the transfer amount.

Enterprise Funds:

The City maintains and budgets four enterprise funds: Water, Sewer, Storm Water, and Recycling.
These funds are supported by user charges/utility fees. In recent years, the financial impact of
completing various city street and utility construction projects has been analyzed, and the City Council
has approved utility rate increases with a goal to sustain positive utility fund cash balances.



Council Direction:

In addition to answering Council questions and providing any additional information, Staff would like
direction on the following:

Level of change to the overall 2024 property tax levy

The preliminary budget includes a 9.5% increase in the total property tax levy from 2023 to 2024. As
described, the tax impact (percentage change in taxes) to homeowners may be different than the 9.5%
percentage increase in the total levy. This is due to the spreading of taxes on an increased property tax
base. In recent years, the overall property value of the City has increased at a faster rate than the
property tax levy, resulting in a slow decline to the local tax rate. For 2023, the decline in the tax rate
was significantly more pronounced, due to total market value increasing approximately 26.2%.

For 2024, as can be seen from the previous tables, a 9.5% levy increase results in a $3 annual property
tax decrease on a $600,000 valued home that experienced no valuation increase. If that same property
value increased 5%, the annual property tax increase would be $81. If that same property value
increased 10%, the annual property tax increase would be $165, while if that same property value
increased by 15%, the annual property tax increase would be $248.

If the Council has other initiatives for 2024 that involve additional spending, the tax levy would need to
be increased, and a larger tax impact would occur. Results of the current compensation study may also

have an impact on 2024 personnel budgets.

An increase of $50,000 in the total 2024 preliminary tax levy would result in an approximate change from an
overall 9.5% increase to an overall 10.3% increase.

A reduction of $50,000 in the total 2024 preliminary tax levy would result in an approximate change from an
overall 9.5% increase to an overall 8.8% increase.
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Use of General fund balance reserves

The City’s General fund balance policy calls for a balance of 60% of the next year’s budgeted
expenditures and transfers out to remain in the General Fund. Amounts over the 60% target can be
used for capital purchases, one-time projects, or other items as authorized by the City Council. Surplus
funds can be transferred from the General Fund to other funds as deemed appropriate. In 2017 and
2019 the City made surplus reserve transfers out of the General Fund in the amounts of $700,000 and
$460,000, respectively. In 2022, also using transfers, the City exercised its call option on the 2017A EDA
Lease Revenue Refunding bonds (City Hall), amounting to $507,949.

At 12/31/22, the City General Fund reserves were 88% of the 2023 budgeted expenditures and transfers
out. This calculates out to a General Fund surplus of approximately $1.7 million at 12/31/22. The large
surplus occurred as a result of recent years operating revenues coming in over budget (including licenses
and permits), and operating expenditures coming in under budget. Additionally, COVID grant funds
received in 2020 were used to offset incurred public safety costs, resulting in a fund balance increase.

Options for the use of General fund surplus reserves could include the following:

e Transfers to capital project funds, such as the Parks Improvements, Equipment Replacement, or
Street Improvements funds.

e Transfers to utility enterprise funds (Water, Sewer, Storm Water).

e Use of reserves in the 2024 General Fund budget, to lower the 2024 General property tax levy.
Note that this would create a structural imbalance in the 2024 General Fund budget with
expenditures exceeding revenues. The use of reserves may be a one-time option.

Budget Revisions

Upon request of the City Council during the August 14 budget work session, the Council directed staff to
review the 2024 proposed budget to determine which budgeted expenditures could be reduced. This
direction was intended to result in a lower percentage increase to the overall property taxes from 2023
to 2024. The increase in the total City property tax levy in the August preliminary budget was 10.6%,
which has been reduced to 9.5% in the accompanying preliminary budget.

These revisions amounted to $101,728 from an initial overview by City department heads, resulting in
the 9.5% increase. A second department head review resulted in an additional $50,500 in potential
budgeted expenditure reductions. Implementing both revisions would result in an 8.7% increase to the
overall property taxes from 2023 to 2024, and a 0.7% decrease in the City’s tax rate.

11



2024 2024 Total
Budget Budget Revisions

Revision 1 Revision 2 1&2

General Fund Budgeted Expenditures - 2024 Original $6,568,443 $6,496,348 $6,496,348
Budget Revisions:

Expenditures ($101,728) ($50,500) (5152,228)
Compensation Study - Employee Changes $34,043 S0 $34,043
Recreation Adjustments ($4,410) S0 (54,410)
Net Budget Revisions ($72,095) ($50,500) ($122,595)
General Fund Expenditures - Revised $6,496,348 $6,445,848 $6,373,753
Property Taxes $7,130,741 $7,080,241
Increase in total property taxes 9.5% 8.7%
Tax Rate 22.416% 22.365%

Second Round of Cuts

Administration — Printing/Publishing, Contractual Services, Postage

101-13-4351 Printing/Publishing: (51,500) Newsletter Printing Costs - this second-round budget
cut for postage proposes going from a bi-monthly newsletter publication to a quarterly
newsletter publication and going from a 4-page newsletter to an 8-page newsletter to capture
the additional content

101-13-4400 Contractual Services: (51,200) Newsletter Mailing Costs — this second-round
budget cut for mailing the newsletter proposes going from a bi-monthly newsletter publication
to a quarterly newsletter publication and going from a 4-page newsletter to an 8-page
newsletter to capture the additional content

101-13-4400 Contractual Services: ($12,000) Website Costs — this second round budget cut for a
new city website uses a cost phased approach (CPA) over 3 years to spread out the initial cost of
setting up and implementing the new website which is estimated at $28,000-$30,000 the first
year and this approach would reduce that amount to $16,000 each year for 3 years
(2024,2025,2026)

101-13-4208 Postage: Newsletter Postage Costs — this second round of budget cut for postage
proposes going from a bi-monthly newsletter publication to a quarterly newsletter publication
and going from a 4-page newsletter to an 8-page newsletter to capture the additional content

12



All of the second-round critical budget cuts proposed are in the Administration budget. These cuts
reflect an additional $15,900 decrease over the 8-14-2023 budget proposal. There are no additional
cuts being proposed to the Elections, City Council, Recycling, or Municipal Buildings budgets. Impacts of
Second Round Cuts:

The second round cuts proposed in the Administration budget in postage, printing, and contractual
services represent moving from a bi-monthly newsletter printing (proposed in the first round cuts) to a
guarterly printed newsletter but increasing the newsletter to 8 pages versus the 4 pages and
recommending that the park/recreation and community center activities be more of a highlight and
point to the website or a quarterly or bi-yearly Park/Recreation stand-alone newsletter. The quarterly
newsletter publication would save $3,900 annually over the bi-monthly newsletter. Again, if the council
desires to continue sending an electronic version of the newsletter at other intervals, it would require
none of the above costs, just additional staff time.

If the Council decides to move forward with the new website but to take opportunity of the 3-Year
pricing for the website (3 years at approximately $16,000 per year which spreads out the set-up and
implementation costs over that period of time instead of paying it all that first year) the City would save
$12,000 in the contractual services for year 2024 but the costs would be increased in 2025 and 2026.

These two additional budget cuts would total $15,900 in additional savings in the Administration budget
as presented.

No additional cuts to the Municipal Buildings budget are proposed. This budget is already very tight and
the IT upgrades are imperative to continue to run the city effectively. Nearly all work is performed
through the City’s IT systems. The upgrades will replace old and outdated switches that may no longer
support the security patches, expand the number of access points, fiber optic cable and modules as the
City is out of capacity. In addition, furnace maintenance and the replacement of a furnace at City Hall
was over $6,000, and over $2,000 worth of work done to make the front door security and access
systems functional again. In addition, we are looking at adding in a long-term mechanical maintenance
plan so that we can better understand, anticipate, and budget for these items in the future.

Public Works — Parks Maintenance

e 101-31-4303 Engineering Fees — (-510,000) — It is not expected that this cut will have an effect
on daily engineering and public works functions. Historical spending in this budget items is lower
than the revised budget number.

e 101-52-4103 Part-time — (-$6,000) — This cut will remove the proposal to hire a 3™ seasonal
employee next year and will have an effect on work completed during the summer months. The
summer seasonal staff is a cost-effective way of having an additional FTE during the summer
months to free up full-time staff to perform routine and deferred maintenance work.

e 101-52-4247 Trees for Parks — (-$2,000) — This cut will remove any funding for trees that public

works proposed to purchase to plant in parks. The initial budget increase was $10,000. Many of
the city’s parks, most notably Freeman Park, have ash trees that will not be around in 10-15
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years or sooner and very minimal trees have been planted to replace the impending loss of tree
canopy in the city parks.

101-52-4303 Engineering Fees (Park Maintenance) — (-$3,000) — It is not expected that this cut
will have an effect on daily engineering and parks maintenance functions. Historical spending on
this budget items is lower than the revised budget number.

101-52-4400 Contractual Services — (-$5,000) — This cut along with the earlier $2,000 (trees) cut
will affect park maintenance as it relates to the current and expanded IPM activities, future
buckthorn removal in parks, tree removal in parks and any unplanned maintenance activities. A
future prioritization effort will need to occur based on the level of budget reductions to this
item.

Staff recommends eliminating engineering fees in the amount of $15,000. Removing the third

seasonal position, eliminating funds for tree replacement and eliminating contractual services will

have negative impacts on efficiency and community objectives, and are therefore not recommended.

Parks & Recreation
Round 1

101-53-440 Contractual Services — Adaptive and Inclusion Services Subscription (+54,000) — the
revised budget includes services for program participants that may need additional services that
cities are required by law to provide, if possible. It was included following the elimination of the
part-time position, which would have filled this role. However, because programming is
currently limited, a more scalable and affordable option for 2024 is to prepare a plan for
meeting such needs and use the part-time staff budget to pay staff or aides should the need
arise. Staff will develop policies and procedures around this topic in the coming months. This
amount can be eliminated from the 2024 budget, however, should funding for more advanced
services be needed, it may be necessary to draw from reserves or other funds. This is an
expense the City should anticipate in future budgets.

101-53-4400 Music in the Park — (-$6,000) - Additional concerts were proposed for 2024 but can
be eliminated.

101-53-4245 General Supplies — (-5500) — This line item has been reduced.

101-53-4351 Printing — (+54,310) — Printing costs related to park and recreation activities have
been moved from Administration to better reflect actual costs.

101-53-4331 Travel, Conferences, School — (-51,600) — this line item has been reduced.

Round 2

101-53-4331 Travel, Conferences, School — (-$600) — Additional cuts not recommended to
ensure equitable opportunities for training and education for staff.

101-53-4443-0000 Safety Camp (-$1,200) — Eliminate funding for shirts and supplies and rely on
sponsorships or other organizations to fill gap. Not recommended.
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e 101-53-4400-0000 Garden Fair (-$800) — Eliminate funding for this event which has not occurred
in the past several years due to COVID and low registrations. Most expenses are covered by
revenue. This line item is not recommended to be cutin 2024 but may be cut in future years.

e 101-53-4438-0000 Oktoberfest (-$2,000) — Reduce funding for this event and seek additional
sponsorships to make up the difference. This cut is not recommended for 2024 as this is
intended to be a larger event. However, staff will continue to seek sponsorships.

e 101-53-4441-0000 Artic Fever Programs — (-$4,000) Eliminate or reduce funding for this event
and seek additional sponsorship to make up the difference. This cut is not recommended as this
is the City’s premier community event and already relies heavily on sponsors.

Staff recommends eliminating a total of $12,100 from the Parks and Rec budget. This includes $4000 for
adaptive and inclusion subscriptions, $6000 for added music in the park, $500 for general supplies, and
$1600 for travel/school/conferences.

SCEC
Round 1
e 201-00-4200 Office Supplies — (-$1,200) - This line item has been reduced.

e 201-00-4351 Printing — (+$3,310) Printing costs related to SCEC activities have been moved from
Administration to better reflect actual costs.

e 201-00-3410 Rental Income — (+S6000) — Projecting increase in rental income for 2024.

Round 2
e 201-00-4400-0000 — Contractual Services (-55,000) —

e 201-00-4103-0000 — Part-time Staff (-56,000) —

e 201-00-4380-0000 — Utility Services (-$3,000) -
These cuts (contractual services, part-time staff and utility services) reflect projected savings for
not offering weekend rentals at the SCEC, this would also reduce revenue and discontinue a
benefit to the community. This cut is not recommended.

Staff recommends eliminating $1,200 from the SCEC budget in Office Supplies.
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2024 Budget Revisions

Subsequent to 8/14/23 Council Work Session

Initial Revised
Budget Budget Budget Budget Budget Total
Department Account 2023 2024 2024 Revision1 Revision2  Revisions
General Fund
Council
General Supphes 101-11-4245-0000 3,000 7,000 3,000 (4.000) 0 (4.000)
3.000 7.000 3,000 (4.000) 0 (4.000)
Administration
Postage 101-13-4208-0000 11.000 11,000 8,000 (3.000) (1.200) (4.200)
Printmg & Publishmg 101-13-4351-0000 14,000 20,000 14,000 {6,000) (1,500) (7.500)
Contractual Services 101-13-4400-0000 19,000 72,000 65,000 (7.000) (13.200) (20.200)
44,000 103,000 87,000 (16,000) (15.900) (31,900)
Phnning
Contractual Services 101-18-4400-0000 64,000 50,000 25,000 (25.000) 0 (25.000)
64,000 50,000 25,000 (25.000) 0 (25.000)
Municipal Buikdings
Communications 101-19-4321-0000 70,000 106,000 99,000 (7.000) 0 (7.000)
70,000 106,000 99,000 (7.000) 0 (7.000)
Engmeerng
Engineermg Fees 101-31-4303-0000 162.000 162,000 150.000 (12.000) (10.000) (22.000)
162.000 162,000 150,000 (12,000) (10.000) (22.000)
Public Works
Contractual Services 101-32-4400-0000 129,000 129,000 120,000 (9.000) 0 (9.000)
129,000 129,000 120,000 (9,000) 0 (9,000)
Park Mamtenance
Part-Time 101-52-4103-0000 10,000 16,000 12,000 0 (6.000)” (6,000)
Trees Purchased 101-52-4247-0000 10,000 20,000 12,000 {8.000) (2.000) (10,000)
Engineermg Fees 101-52-4303-0000 5.000 5,000 5,000 0 (3.000) (3.000)
Contractual Services 101-52-4400-0000 45,000 42,000 40,000 {2.000) (3.000) (7.000)
Lake Mmnetonka Treatment 101-52-4401-0000 5,000 5,000 0 {5.000) 0 (5.000)
75,000 88,000 69,000 {15,000) (16,000) (31.000)
Recreation
Part-Time 101-53-4103-0000 8,000 28,579 14,641 (13.938) 0 (13.938)
General Supples 101-53-4245-0000 1000 3,000 2,500 (500) 0 {500y
Travel Conference, & Schools 101-53-4331-0000 250 4,500 2,900 (1,600) (600) (2,200)
Printing & Publishing 101-53-4351-0000 1.500 1.600 5910 4310 0 4310
Garden Far 101-53-4400-0000 0 0 0 0 (BO0) (800)
Oktoberfest 101-53-4438-0000 2,000 5,000 5,000 0 (2,000) (2.000)
Arctic Fever 101-53-4441-0000 7100 8,500 8,500 0 (4.000) (4.000)
Safety Camp 101-53-4443-0000 ] 1] 0 0 (1,200) (1.200)
Entertamment m the Park 101-53-4444-0000 0 7.500 1,500 (6.000) 0 (6.000)
Adaptive & Inchision 101-53-4449-0000 ] 0 4,000 4,000 0 4,000
19,850 58,679 44951 (13,728) (8.600) (22,328)
Total General Fund 566,850 703,679 597,951 (101,728) (50,500) (15%@
Shorewood Communitv & Event Center
Rental Income (Revenue) 201-00-3410-0000 55,000 55,000 61,000 6,000 0 6,000
Part-Time 201-00-4103-0000 11,500 28,579 14641 (13.938) (6.000) (19.938)
Office Supplies 201-00-4200-0000 400 3,500 2,300 (1,200) 0 (1,200)
Printing & Publishing 201-00-4351-0000 3.500 4,000 7310 330 0 3310
Utility Services 201-00-4380-0000 11,000 12,000 12,000 0 (3.000) (3.000)
Contractual Services 201-00-4400-0000 15,000 30.853 12,000 0 (5.000) i (5.000)
Total Shorewood Community & Event Center 96,400 133,932 109251 (5,828) (14,000) (19,828)
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Another option to lower the overall property tax levy other than by reducing expenditures could entail
the following:

e There are three capital project fund property tax levies currently proposed for 2024 in the
amount of $128,000 each, an increase of $5,000 each over the same 2023 levies. These capital
project funds consist of Equipment Replacement, Street Improvements, and Park
Improvements.

e The Council could reduce a part of those three capital tax levies, as there is no requirement to
levy.

e For every $15,000 reduction in the capital levies, the percentage increase in the overall tax levy
would decrease by approximately 0.2%. For example, if the Council reduced the three levies
planned for 2024 from $128,000 to $123,000 each, that $15,000 decrease in capital levies would
result in the overall increase in property taxes declining from 9.5% to 9.3%.

e To compensate for the reduction in capital levies, the Council could opt to transfer funds from
the General Fund reserves to the Capital project funds.

In reviewing the potential reductions to the 2024 budget, Council should consider the community goals
and priorities and how levels of service may be impacted.

Capital Improvement Plan 2024-2033/2037:

On an annual basis, the City Council adopts a Capital Improvement Plan (CIP). The CIP lists major capital
improvements, and the sources to pay for them. Items in the CIP are not mandated, and the Council
reviews capital spending throughout the year. The CIP provides an estimation of the timing and cost of
future projects.

e Shorewood Community & Event Center (SCEC): Capital items for the SCEC include building
improvements and equipment for the Center. Transfers from the General Fund are the planned
source to pay for these items.

The Shorewood Community and Event Center CIP includes $18,000 for bathroom updates. Staff has
modified initial plans and to the extent able, will do work in house. Staff will replace only the chairs
in the conference room for $3,000. Additionally, the A/V updates from the banquet room have been
removed. As discussed in the May 8, 2023 Work Session some reallocating of 2023 CIP dollars has
taken place and staff may recommend for a mobile AV cart to accommodate AV requests
throughout the building.

o Park Improvements: The parks CIP includes funds for parks and playground replacements and
improvements. For 2023, the annual levy to the parks fund was $123,000, and is proposed to
increase to $128,000 in 2024. Transfers from General Fund reserves may be used to assist in
funding park improvements. At its 8/22/23 meeting, the Parks Commission reprioritized and added
to the CIP for parks in 2024:

South Shore Park Master Plan $10,000
Manor Tennis Court Stripping/Net/Retaining wall $30,000

2024 was intended to be an off year for Parks CIP projects in order to recapitalize the fund following
the Freeman Park trail project. Staff has not yet prepared a scope of work master planning South

17



Shore Park but staff is concerned that $10,000 will not be sufficient to do the necessary engagement
and design. Itis possible work could begin in 2024 and wrap up in 2025, thereby utilizing two
budget years to develop a master plan. Additionally, staff believes the retaining wall is stable and
recommends planning for replacement or repurposing of the tennis court. Currently the court has a
grid surface due to the condition of the underlying asphalt surface. Staff is investigating the cost to
restripe the tennis and pickleball court lines and replace the net. Council direction is needed.

Equipment Replacement: The majority of the CIP for equipment replacement pertains to Public
Works items, but also includes some administrative technology items. For 2023, the annual levy to
the equipment fund was $123,000, and is proposed to increase to $128,000 in 2024. Transfers from
General Fund reserves may be used to assist in funding equipment replacement. Projects being
proposed for 2024 include various vehicles and equipment.

Street Improvements: City staff has discussed overall infrastructure system recommendations and is
proposing the following projects for 2024.

Shorewood Lane Ravine (storm)

Mill Street Trail ROW — County Led (streets)

2024 Mill & Overlay (streets, water, storm)

Smithtown Road Curb & Drainage Improvements (storm)

O 000

For 2023, the annual levy to the equipment fund was $123,000, and is proposed to increase to
$128,000 in 2024,

For each of the applicable proposed street and utility improvement projects, it is assumed that the
Water, Sewer, and Stormwater funds will fund associated utility costs. Without financing assistance
and beginning in 2020, the Street Improvement fund activities were originally projected to resultin a
significant fund deficit. In addition, the City’s utility funds were projected to be significantly
depleted. In order to complete the proposed street and utility projects, Street Reconstruction bonds
and utility revenue bonds are proposed to be issued periodically to allow for the spreading of
repayments over a period of years. To repay the bonded debt, a combination of annual property tax
levies and utility fund rate increases and contributions will be necessary.

e Utility Funds: The Capital Improvement plans for Water, Sewer, and Stormwater funds include
equipment, portions of street infrastructure projects, as well as maintenance and preventative
maintenance items. In order to finance the improvements, bonded debt with debt service
repayments supported by utility revenues and franchise fees will be necessary.

Next Steps and Timelines:

Staff will revisit any areas and incorporate any recommendations or directions made by the Council. The
2024 preliminary budget and property tax levy will be on the September 25 City Council agenda for
approval. The 2024 property tax levy must be certified to Hennepin County by September 30. After
certification, the preliminary levy can not be increased, but can be decreased. Staff will submit the
required information to Hennepin County.
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