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To:	Mayor Hicks & City Councilmembers 
From:	Melanie Mesko Lee, City Administrator	
Date:	September 1, 2016
Item:	2017 Preliminary Levy and Budget 

Council Action Requested:
Approve the resolutions:
· 2017 Preliminary Budget, Property Tax Levy and Public Hearing Date(s) for 2017 Budget
· 2017 HEDRA/HRA Special Tax Levy

Background Information

Purpose of the Budget
The budget represents the financial plan and priorities of the City of Hastings, within established limits set by the City Council. It is intended to clearly communicate the City’s goals and how resources are allocated to those priorities in an easy to understand manner.  In essence, the budget process is an ongoing whereby priorities and goals are established and funded in alignment with Council directives, our CORE values, and our strategic objectives.

Council/Finance Committee Direction
The City Council held a workshop on June 1, 2016 where staff provided context and data on preliminary financial projections including revenue and expenditure trends and market value and tax capacity. At that meeting, staff was directed to prepare a preliminary budget that does not allocate one time revenues (such as Local Government Aid) to funding on-going operating expenses. Additionally, individual Councilmembers provided perspective on the preferred levy increase for 2017. That feedback ranged from a 0%/$0 levy increase to maintaining the current tax rate at 63.5%. As a result of the meeting of the full Council as well as with the Finance Committee (Schultz*, Alongi, Nelson) staff has prepared a preliminary budget with a 3.6% levy increase and a preliminary tax rate of 62.27%.
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Historical Information
Following several years of decline, over the last few years the City’s tax capacity has increased. For 2017, that increase is estimated at approximately 4.15%. The chart shows this increase, as well as an overall reduction in the tax rate over the last few years.




















Preliminary Budget Revenues
As we prepare our annual budget recommendations, we review our available funding, potential revenue, and how we can present a responsible budget that supports the diverse services we offer. Resources are available through both our levy supported budget as well as our non-levy supported budgets. These non-levy resources includes utility (water, wastewater, hydro), franchise fees (cable), dedicated funding (LeDuc) and parks capital (park dedication fees).




















Based on the Council’s direction, staff sought feedback from the Finance Committee on a number of operating and capital items for the 2017 budget. As with many local government entities, a large amount of our budget is reflected in personnel costs. We are also continually evaluating our service delivery model in an ongoing effort to provide high quality, constituent focused services in a financially responsible manner. The preliminary 2017 budget reflects those objectives as well as elements from our Strategic Plan which outlines Transportation/Transit, Economic Development and Redevelopment, and Community Image as priorities.

Preliminary Budget Expenses
We are challenged with meeting many important needs with limited resources. Unfortunately, there are unmet needs each and every budget cycle. Departments are tasked with preparing recommendations that are innovative, cost sensitive, and responsive. Additionally, as a Green Steps City, Council has provided direction that sustainability should be considered as we evaluate budget proposals. Finally, we work to prepare a budget that takes care of current assets and amenities---our buildings, parks, recreational facilities—that our community values.


































Preliminary Recommended Budget
As part of the preliminary levy and budget, we have the following items identified within the recommendations. This list is not comprehensive and is subject to change as the Finance Committee and full Council meet further and provide further direction. It should be noted that some of these items are capital and are not included in the operating figures presented above.

· Full expansion of body worn camera initiative 
· Replacement of outdated Fire/EMS tools and equipment
· Computer/IT updates
· Safety and functionality updates at Hastings Family Aquatic Center
· Replacement of Vermillion River Falls bridge decking
· Park playground equipment replacement
· Comprehensive Plan updates and Economic Development initiatives
· Community Survey
· Replacement of roof at LeDuc Historic Estate
· Infrastructure improvements
· Neighborhood improvement project
· Riverfront Renaissance Phase 3.1—Alley improvements, utility upgrades, screening of substation

Impact on Homeowner
The Council has consistently shown a high sensitivity to how our budget decisions impact the Hastings homeowner. Accordingly, based on the preliminary levy the Council is being asked to set, we have prepared the following analysis:

























Next Steps
From a timing perspective, the 2017 preliminary levy and budget must be set by September 30, 2016. The HRA/HEDRA levy must be set by September 15, 2016. Once set, the City Council cannot establish a final levy which is higher than the preliminary levy.  A Truth in Taxation hearing will be held at the Council Meeting at 7 p.m. on Monday, December 5, 2016. The final 2017 budget and levy will be acted upon at the Council’s December 19, 2016 meeting.

I would like to extend a sincere appreciation to the leadership of the Finance Committee as well as our staff for their work and involvement thus far on the 2017 budget. 
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Hastings Preliminary Operating Revenues by Source
all funds - excludes LGA and other one-time items not used for operations


Net Transfers, Interest and Fines	City Property Tax Levy	Charges for Services	Intergovernmental	Licenses and Permits	Other	Special Assessments	501669	12960920	10532335.35	801008	463300	424638.55449999997	314680	
Hastings Preliminary Operating Expenses by Function
all funds - excludes capital and other one-time items


General Government	Public Safety	Public Works	Culture and Recreation	Debt Service	Economic Development	2355681	9030924	5998349	2928254	4210823	253734	
Hastings Preliminary Operating Expenses by Type
all funds - excludes capital and other one-time items


Personnel Costs	Supplies	Charges for Services	Other	Debt Service	12416093	1054792	6506098	570409	4210823	
City of Hastings - Property Tax Impact - City Levy
estimated annual payment - residential homestead property

Pay 2014	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	836.42199600000004	1016.9423460000002	1197.4626960000003	1377.9830460000001	1558.5033960000001	Pay 2015	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	790.14770600000008	960.68093099999999	1131.214156	1301.7473810000001	1472.280606	Pay 2016	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	802.72302892115374	975.97031656650029	1149.2176042118467	1322.4648918571932	1495.7121795025396	Proposed 2017	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	786.2204684037589	955.90609935578198	1125.5917303078049	1295.277361259828	1464.9629922118511	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	Pay 2017 Median Home Value	$150,000 Home	$175,000 Home	$200,000 Home	$225,000 Home	$250,000 Home	1021.0653816413587	



City of Hastings Historical Property Tax Information

Local Tax 
Capacity	2012	2013	2014	2015	2016	2017 proposed	16173531	15470652	15311741	16942339	17668006	18400669	Levy	2012	2013	2014	2015	2016	2017 proposed	11746042	11980920	11610920	12060920	12510920	12960920	LGA	2012	2013	2014	2015	2016	2017 proposed	510137	573671	596916	605150	Tax Rate	2012	2013	2014	2015	2016	2017 proposed	0.66083000000000003	0.68547000000000002	0.66246000000000005	0.62580999999999998	0.63576999999999995	0.62269956312669006	
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Year Tax Rate

2012 66.08%

2013 68.55%

2014 66.25%

2015 62.58%

2016 63.58%

  2017* 62.27%

* preliminary proposed rate


