2024 Preliminary Budget

City Council Work Session
August 15, 2023
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2024 Financial Objectives

* City Council e Administration
* Low taxes/stable tax rate * True fiscal transparency
* Increase tax capacity * Long-term perspective

* Strategic priorities
 Financial stability

® Enhanced Community Strengths YOUR 2022 CITY OF SHAKOPEE PROP
: ) : How much do | pay
* Effective public services . z >
L for city services?
e Communication

See your city property
taxes broken down.

View your city tax receipt

: See an itemized breakdown of how the City uses your property taxes.
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Shakopee continues to remain strong financially...

* AA+ credit rating
* Diverse tax base across all sectors

* Strong financial practices and polices

* Long-term financial plan, 15-year capital improvement plan, financial
projections

* Internal service funds (Equipment, Buildings, Park, Technology)
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Legislative Impacts & More Legislative Impacts

* Employment
* Paid family and medical leave insurance
* 0.7% payroll tax beginning 1/1/2026
» Earned sick and safe time
» All employees earn one hour of sick time for every 30 hours worked
* Local government compensation cap and waiver process repealed

* Elections

* Early voting replaced direct balloting

* Hours must include util 7pm the Tuesday before the election, 9am to 3pm on two Saturdays
blech(e the election, 9am to 3pm on Sunday before the election, until 5p, the day before the
election

* Housing
* $1 billion housing bill includes significant increases for existing and new programs

* 0.25% metro sales tax to be distributed to metro cities >10,000 in population,
estimated amount of $374,612 for Shakopee
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Legislative Impacts & More Legislative Impacts

* Cannabis
* Legal sales expected to begin by January 2025

City Role in Regulation

— | ™= % —_—
-2
A cannabis business OCM consults Cities issue Cities conduct Cities may collect
applies for a license city for zoning registrations to compliance checks  registration fees and
through the Office of approval and certain cannabis and may suspend are provided 10% of
Cannabis feedback. businesses once registrations if tax revenue.
Management. they receive a needed.

license.
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Legislative Impacts & More Legislative Impacts

* Property taxes and aids
* Increase in LGA by $80 million (Shakopee not a recipient)

* Increases in homestead credit refund, renter’s credit, and targeted property
tax refund programs.

« Homestead Market Value Exclusion increased from $417k to $517k effective
with taxes payable in 2025.

* Reduction in 4d low-income rental housing property classification and two
year-aid to help transition cities most impacted

* Reenactment of Historic Structure rehab credit
2 year moratorium on local sales tax requests

* Removes supplemental information on changes by category (implemented
last year) from truth in taxation notices.
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Legislative Impacts & More Legislative Impacts

* Transportation

* Establishes a Larger Cities Assistant Account

* Funded through additional taxes, such as a 50 cent delivery tax
* Estimated City revenue of $17,947 in 2024, $117,908 in 2025

* $18 million each for local road improvement and local bridge programs
* 0.75% metro sales tax for transit and county roads

* Increases in license tab fees, motor vehicle sales tax and the gas tax
(indexed for inflation)
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Legislative Impacts & More Legislative Impacts

* Public Safety

* One-time public safety aid of $210 million to cities based on population
» City of Shakopee will received $1,995,109 by December 2023
» Will be separated and accounted for in its own special revenue fund

* Proposed uses: 2 patrol officers ($211,360), marked squad car ($85,000), replacement of
squad and body worn cameras ($270,590) and Fire Station #1 renovations ($800,000)

* Catalytic converter theft law (penalties for possession)
* Public Safety PTSD duty disability bill

* Full state funding for continued health insurance benefit
* Mental injury prevention training required
* No duty disability benefits through PERA unless 24 weeks of injury treatment
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Legislative Impacts & More Legislative Impacts

e Pension & retirement
* Reduction in assumed rate of return to 7% from 7.5%
* $170 million in direct aid to PERA General Plan and $19 million to Police & Fire Plan
* PERA General Plan full vesting period changes from 5 to 3 years

e Other

* Open meeting law — authorizes officials to participate via interactive technology up to
three times in a year for personal or medical reasons

* Bonding
e Statewide $1.5 billion and $850 million in cash

» Shakopee - Riverbank stabilization ($8.26 million)

 Scott County — Merriam Junction Trail and riverbank stabilization ($4 million), public water
access improvement ($500Kk)

* Department of Corrections — Shakopee programming space addition and interior renovation
($18.432 million)
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Taxable Market Value

Class Payable 2023 Payable 2024 Change (%)
Agricultural $56,298,550 $61,503,547 9.2%
Apartment 596,660,000 713,799,800 19.6%
Commercial 610,225,800 695,026,900 13.9%
Industrial 1,251,764,400 1,580,751,200 26.3%
Public Utility/Railroad 36,512,700 34,467,300 -5.6%
Residential 4,662,097,455 4,702,360,020 0.9%
Other 2.197.900 2.279.600 3.7%

Totals $7,215,756,805 $7,790,188,367 8.0%

-—

SHAKOPEE

New construction accounts for 29.3% of the increase
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Tax Capacity

Tax Capacity (2024 Payable) Tax Capacity (2023 Payable)

Agricultural  Apartment
-7.4%

/

Agricultural _Apartment 0.6%
0.6% .' T
| 8.1% Residential '

51.2%

Residential

|46.6%

Commerical

~__Commerical _13.0%

13.3%

Industrial Industrial
_30.7% 27.0%
,-’/'
PP/Public l PP/Public
Utility/RR —__ Utility/RR
0.7% 0.8%
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City Levy
General Fund
Abatements
Capital Improvement Levy

Debt Service
2016 Abatement
2022 A Improvement
Total Debt Service
Total City Levy
Shakopee EDA Special Levy

Total City and EDA Levies

City of Shakopee
Levy Analysis
August 15, 2023

2024 Increase/

2023 Final Recommended (Decrease) % Change

§ 20,590,000 $ 22,336,500 $§ 1,746,500 8.48%
265,000 126,000 (139,000) -52.45%
700,000 700,000 - 0.00%

2,189,000 2,189,000 - 0.00%
148,000 121,500 (26,500) -17.91%
2,337,000 2,310,500 (26,500) -1.21%

$ 23,892,000 $ 25,473,000 $ 1,581,000 6.62%

$ 500,000 $ 500,000 $ - 0.00%

$ 24,392,000 $ 25,973,000 $ 1,581,000 6.48%
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2024 Preliminary Budget and Levy Changes

Description Levy Impact
Revenues (increase) $(932.360)
Expenditures:
Wages & benefits 1,267 500
Operating expenses 333 900
Internal rent changes 376,300
One-time adjustments 186,255
Budget placeholders 450 000
Fund balance (74,000)
Debt Service (26,400)
Rounding adjustment (195)
Change in property tax levy $1,581,000
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2024 Preliminary Revenue Changes

 Revenue forecasts (net increase of $932,360, excluding property taxes)

Description Change
Transfer from Public Safety Funds $211.360
Shakopee Public Utilities PILOT 150 000
Tax abatements (net decrease in required levy) 139 000
Traffic safety officer grant 119,000
Building permit revenues 80,000
Community Center revenues 79.000
State Fire Aid (pass through) 45 000
Sand Venture revenues 40 000
Engineering grade fee 40 000
Interest income (General fund) 35 000
Street — night of way permits (20 000)
Building Official Grant (35,000)
Other (net adjustments) 49 000
Change in Revenues $932,360
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2024 Preliminary Expenditure Changes

* Change in wages and benefits ($1,267,500)

Description Change
Cost of living adjustment — 3% $508 600
Health Insurance (est.) 274 180
Workers Compensation (est.) 44 530
Election judges 108,940
Fire depariment supervisors (3) 120,720
Parks & recreation part-time (111.970)
MNew Patrol Officers (2) 239 300
Part-time HR specialist 52 910
Other (steps. etc.) 30,150
Change in wages & benefits $1.267,500
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2024 Preliminary Expenditure Changes

* Change in operational expenditures ($333,990)

Description Change
Electric (10% increase) $63.500
Fire relief state aid payment (pass through) 45 000
County prosecution costs 38,690
Building inspection software 34 900
LOGIS software 26,100
ERFP software annual cost 25600
Motor fuels (8% increase) 22 000
MNatural gas (10% increase) 19 500
Custodial contract 18.000
Assessing/Audit contracts 11,700
Street stniping 10.000
Annual park bench replacement 10,000
Fire self contained breathing apparatus 9.000
Change in operational expenses $333,990
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2024 Preliminary Expenditure Changes

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

Description Change
Equipment Rent $145 800
Building Rent 167 700
Fark Faciliies Rent 23200
Information Technology Rent 39 500
Change in internal rent charges $376,300
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2024 Preliminary Expenditure Changes

* One-time Adjustments ($186,255)

Description Change

ERP Software Implementation Cost $252 555

Elections Pollpad/Tabulators (purchased in 2023) (66,300)
Change in internal rent charges $186,255

 Contingencies and Placeholders (5450,000)

* $150,000 operational allotment
 $300,000 unknown legislative impacts, union negotiations, insurance, etc.

 Fund Balance (-$74,000)
* $126,000 added back from 2023 budget (building permit revenues)
» $200,000 Sand Venture operations offset
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Debt Service

* 2022A Improvement Bond Levy $121,556

* Provided funding for the Capital Improvements Fund

 Net year over year reduction of $26,400

* Reduced in 2023 by $200,000 from local projects funds to phase increase over two-year
period.

* Proposed 2024 reduction of $226,000 from year-end fund balance
» Requires debt cancellation of $226,000

* 2016 Abatement Bond Levy $2,189,000 (no change)

* Funded Community Center and Ice Arena construction
* Requires debt cancellation of $51,155
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EDA Budget/Levy (preliminary)

* Proposed 2024 levy of $500,000 (no change)

* Personnel includes Economic Development Coordinator and 50% of
the Planning & Development Director

* SPUC contribution of $300,000 (half percent of revenue)
* River City Centre — activity included as a separate fund of the EDA
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Tax Capacity & Tax Rate Comparison
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Median Value Home
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2023 Annual Cost of Services for Comparable & Surrounding Cities
($250,000 home - 5,000 gallons/month)
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Budget Calendar

April 18,2023 Council/Staff
June 27,2023 Public/Staff

Council/Staff

August 15,2023 Council/Staff
September 20, 2023 Council
September 30, 2023 Staff
Mid-November County
December 5, 2023 Council

I December 19, 2023 Council

A December 31, 2023 Staff

Review Long-term Financial Plan

Budget Listening Session

Review Preliminary Capital Improvement Plan (CIP)
Review proposed levy, initiatives and requests

Adopt proposed maximum tax levy for City and EDA.
Adopt final 2024-2028 CIP

Certify maximum tax levy to the County which will be
used for proposed property tax notices

Proposed tax notices sent to owners
Work session to review budget document

Hold public meeting to discuss levy and budget. Review
and approve utility rates for 2024.

Adopt final tax levy and budget
Certify final tax levy and budget to County and State



Council Consideration Items

* Input on the proposed preliminary levy and budget
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