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City of Blaine

10801 Town Square Drive

Blaine, Minnesota 55449-8101

(763) 784-6700 » Fax (763) 785-6156

www.ci.blaine.mn.us

December 27, 2004

Honorable Mayor and City Council
City of Blaine

10801 Town Square Drive

Blaine, Minnesota

Dear Mayor and Council Members

Presented herein is the City of Blaine’s Annual Budget for fiscal year 2005. The budget not only represents the City’s 2005
financial plan, but also serves as a document to communicate Blaine’s efforts to achieve the strategic and financial goals of the
City under the guidance of the City Council. As such, the budget reflects the City’s commitment to providing the high level of
guality services that the citizens of Blaine have come to expect. In order to provide these quality services, the City adheres to a
number of guiding principles in developing its budget. This set of principles includes:

e A continued commitment to service, through the efficient and effective use of resources

e Maintaining a level or reduced property tax rate through a conscientiously applied revenue diversification
program that places less reliance property taxes

e Maintenance of adequate fund balance reserves

The City is committed to maintaining the fiscal integrity of its operations, and this commitment is reflected in the 2005 Budget.

As the City continues to experience remarkable growth in its tax base, and likewise, the demand for the services it provides, it is
natural that the amount appropriated for operating expenditures also grows. And while the increase in total dollars appropriated
grew by 8.4% for 2005, the City’s per capita appropriations is the same ($351) as it was in 2002. This exemplifies the prudent
management of resources that Moody’s Investors Service cited in 2003 when Blaine’s credit rating was upgraded from Al to
Aa3. In its 2004 review, Moody’s cited several reasons for maintaining this rating, including the City’s solid fiscal policies, strong
tax base growth, and modest debt burden. Also, for the 22" consecutive year, the City earned the Certificate of Achievement for
Excellence in Financial Reporting from the Government Finance Officers Association for its Comprehensive Annual Financial
Report — another sign of the City’s overall strength in managing its financial resources.



Financial/Budgeting Policies

The city’s charter dictates that the annual budget be completed, adopted and certified pursuant to State of Minnesota statutes,
and that the total amount appropriated for expenditures be less than estimated revenues by a safe margin. The 2005 Budget
provides for this safe margin, with revenues exceeding expenditures by $337,827, or, 1.7% of budgeted 2005 expenditures.

City policy and sound financial management practices recognize the need to maintain adequate fund balances to provide for
contingency and ensure that cash flow needs are met. Current policy calls for the City to maintain a fund balance that is roughly
equal to 38% of budgeted expenditures (30% for cash flow, and 8.3% for unforeseen contingencies.) The 2005 Budget achieves
this goal and thus provides the flexibility to meet the City’s needs without compromising its ability to meet the service delivery
demands of its constituents.

Budget Process

The budget process begins early in the year with the formulation of the City’s revenue and tax levy capacity estimates.
Additionally, pending legislation is monitored throughout the budget process for its impact on operations. For the first time in a
number of years, there were no limitations placed on cities as to the amount of property taxes that could be levied for collection
in 2005. With the guidance of the City Council, a self-imposed levy limit was put in place. It was established early in the budget
process that the City’s preliminary tax levy would result in a tax rate that was no higher than the current tax rate. Estimates were
then prepared by the Finance Department to determine this levy capacity.

After the end of the first quarter of the year, current expenditure levels are reviewed, and projections are made through the end
of the year. Department directors and staff then develop expenditure requests to meet the operational needs of the City.
Throughout mid-summer, meetings among the City Manager, Department Heads, and Finance staff are held, and refinements to
these original expenditure requests are made. By early August, staff makes its first presentation of a draft budget to the City
Council. Through a series of workshops, Council input is received, and staff develops a preliminary budget along with a
preliminary tax levy. By September 15", a preliminary tax levy and budget are certified to Anoka and Ramsey Counties.
Pursuant to State of Minnesota statutes, this preliminary levy can be reduced, but cannot be increased. The process of budget
refinement continues until Council takes action in December to approve a final budget and tax levy. The final budget and tax
levy must be approved and certified by December 29™.

Establishing the 2005 Budget

With Blaine in the midst of a strong growth phase, as evidenced by large increases in both population and the number of
households, the demand for City services, as expected, has increased at a rate that exceeds normal inflation rates. This growth
has coincided with an overall economic downturn that has resulted in severe cutbacks in State sponsored programs designed to
keep property taxes low. Since 2003, Blaine’s reliance on state-provided funding has decreased sharply. At its peak, shared
revenue programs form the State of Minnesota provided roughly $3.2 million to the General Fund Budget — about 20% of the
fund’s budgeted revenues. The 2005 Budget includes $969,460 in state-shared revenue programs — about 5% of budgeted
revenues. While this reduction in state funding has placed a greater reliance on property taxes, Blaine has been fortunate in that
most of this increase has been borne by new development, as evidenced by declining tax rates. Since 2002, Blaine’s tax rate
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has steadily declined from a rate of 37.2% in 2002 to 31.3% for 2005. With respect to the City’s Budgeting Principles,
maintaining a level tax rate became the overriding theme in establishing the 2005 Budget.

2005 Budget Profile — Tax Base

Prudent financial management, as evidenced by responsible budgeting practices, provides the groundwork for proper fiscal
stewardship. To property owners, the dividend of prudent financial management is the preservation of property value. The
investment that a resident or a business owner makes in their home or business is significant. In turn, the investment the City
makes in providing services that help to maintain property values, and allow for growth in undeveloped areas, is an important
factor in preserving and enhancing a property owner’s investment. Over the past five years, Blaine’s tax base has doubled, with
the taxable market value of all property in Blaine increasing from $1.8 billion to nearly $4 billion — an average growth rate of 20%
since 2000. It is anticipated that this growth rate will actually accelerate over the next three to five years with major housing
developments planned as well as large commercial projects.

While some of the growth in tax base can be attributed to growth in the value of existing property, a good portion of tax base has
been added through new growth. This is evidenced by both population growth and growth in the number of households. Since
2000, growth in both population and households is roughly 24%. Current projections indicate Blaine’s population will reach
55,000 in the next couple of years. Already the second largest city in Anoka County, Blaine’s population is expected to approach
70,000 within five years, which would make Blaine the most populous city in Anoka County.

2005 Budget Profile — Tax Levy

As expected, growth in the demand for City services due to growth in population and number of households has put upward
pressure on the City’s tax levy — the City’s primary revenue source. Thus, the City’s operating levy for 2005 increased $1.4
million (12%) to $13.1 million. However, because of the growth in the tax base, the tax rate actually decreased from 33.39% to
31.31%. As evidenced by the table below, a home with no increase in valuation from 2004 to 2005 would actually pay less in
property taxes to the City in 2005 than in 2004.

City Property Tax

Home Value 2004 2005
$100,000 $ 33 $ 313
$150,000 $ 500 $ 470
$200,000 $ 667 $ 626
$250,000 $ 834 $ 783
$300,000 $ 1000 $ 939
$400,000 $ 1334 $ 1,252
$500,000 $ 1668 $ 1,565



Most homeowners in Blaine, however, saw their valuations increase by about 15%. As shown in the following table, even with a
15% increase in valuation, property taxes paid to the City would only increase by about 8%.

City Property Tax

Home Value Home Value 2004 City 2005 City
2004 2005 (+15%)  Taxes Taxes

$100,000 $115000 $ 334 $ 360
$150,000 $172500 $ 500 $ 540
$200,000 $230000 $ 667 $ 720
$250,000 $287500 $ 834 $ 900
$300,000 $345000 $ 1,001 $ 1,080
$400,000 $460,000 $ 1,334 $ 1,440
$500,000 $575000 $ 1,668 $ 1,800

2005 Budget Profile — Revenues

The 2005 Adopted Budget projects total revenues of $20,067,273, an increase of $1,505,573 over the 2004 Adopted Budget.
While the tax levy increased as indicated above, the amounts budgeted under all other revenue categories remained fairly flat.
Licenses and permits are expected to increase by $46,000 to $2,221,375. Aside from property taxes, this was the largest
categorical increase in the revenue budget. Charges for services are projected to increase by $10,000, and it is anticipated that
income from investments will increase by $20,000. Conservative budgeting of revenues is a key element in managing financial
resources, especially in high-growth periods. Because spending appropriations cannot exceed estimated revenues,
conservative revenue estimates and close monitoring of revenue trends allow for greater control of spending, and keeps
spending growth in check.




2005 Budget Profile — Expenditures
The 2005 Adopted Budget contains total appropriations of $19,729,446, a $1.5 million (8.4%) increase over the 2004 Budget.

Approved in the 2005 Budget were eight new full-time positions, reaffirming the commitment to maintain service levels. The new
positions approved for 2005 include two patrol officers, two public service workers (one to be assigned to streets maintenance
and one to parks maintenance), a traffic engineer, a custodian, a budget analyst, and a communications officer. With wages and
benefits accounting for roughly two-thirds of the General Fund Budget, adjustments in this category carry the greatest budgetary
impact and are given careful consideration. However, in 2000 the City employed about nine people for every 1,000 households.
With the eight new positions, Blaine’s staffing to households ratio would be roughly eight employees per 1,000 households. This
is a clear sign that the City is efficient in its allocation of resources, and is committed to maintain its effectiveness for the long
term by providing the resources needed to maintain current service levels.

Appropriations for supplies and contractual services have for the most part been held to prior year levels. Modest increases
were appropriated in cases where additional staffing was approved or where a demonstrated need was shown to exist. The
holding of appropriations in most supply and contractual service categories to prior year amounts is consistent with the policy
implemented in mid-2003 when the State enacted its cuts in local government aids.

Total operating (non-capital) expenditures budgeted in the City’s six major departments increased by 6% with most of this
attributed to increased staffing with the approval of the previously mentioned eight new positions.

Conclusion

The 2005 Adopted Budget portrays a strong financial plan and represents a significant step in the City meeting its long-term
goals. It is through strong financial planning, and prudent management of resources that the City of Blaine will continue to
provide the high levels of service that its constituents have come to expect, while at the same time, keeping the costs of
providing these services affordable for the people of Blaine.

Sincerely,
Ronald R. Wood Joe Huss
City Manager Finance Director
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - REVENUE SUMMARY BY SOURCE
GENERAL FUND 101

2004 2004 2005 2005
2002 2003 Adopted Amended Proposed by Adopted by
Description Actual Actual Budget Budget Manager Council
REVENUES
Taxes $ 9,360,295 9,994,101 10,871,210 10,871,210 | $ 12,284,763 | $ 12,284,763
Licenses and Permits 1,960,071 2,066,967 2,175,325 2,175,325 2,221,375 2,221,375
Intergovernmental 2,745,887 1,621,982 1,642,860 1,642,860 1,648,930 1,648,930
Charges for Services 2,649,879 3,372,471 3,375,005 3,375,005 3,385,655 3,385,655
Fines and Forfeits 247,055 303,316 248,300 248,300 257,550 257,550
Investment Earnings 35,698 97,308 157,500 157,500 177,500 177,500
Miscellaneous 7,332 10,136 4,500 4,500 4,500 4,500
Other Financing Sources 19,136 1,336,459 876,025 876,025 87,000 87,000
Total Revenues $ 17,025,353 18,802,740 19,350,725 19,350,725 | $ 20,067,273 | $ 20,067,273
Difference from previous actual/budget -6.40% 10.44% 2.91% 2.91% 3.70% 3.70%
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - REVENUE SUMMARY BY SOURCE
GENERAL FUND 101

2005 GENERAL FUND REVENUES BY SOURCE
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - EXPENDITURE SUMMARY BY DEPARTMENT

GENERAL FUND 101

2004 2004 2005 2005
2002 2003 Adopted Amended Proposed by Adopted by
Description Actual Actual Budget Budget Manager Council
EXPENDITURES
Legislative $ 512,135 503,429 537,505 537,505 | $ 537,465 | $ 537,465
Administrative 1,122,903 949,456 1,271,645 1,289,470 1,143,459 1,143,459
Finance and Information Services 1,026,789 1,203,917 1,483,660 1,480,320 1,684,767 1,684,767
Safety Services 5,894,136 6,176,653 6,755,655 6,793,270 7,365,215 7,365,215
Public Services 5,549,962 5,320,156 6,130,080 6,169,970 6,746,820 6,746,820
Community Development 1,143,398 1,171,750 1,362,870 1,415,710 1,448,555 1,448,555
Capital Outlay 1,479,934 1,053,576 768,525 772,275 - -
Unallocated Expenditures 823,340 799,993 633,655 484,725 803,165 803,165
Total Expenditures $ 17,552,597 17,178,930 18,943,595 18,943,245 | $ 19,729,446 | $ 19,729,446
Difference from previous actual/budget 8.55% -2.13% 10.27% 10.27% 4.15% 4.15%
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - EXPENDITURE SUMMARY BY DEPARTMENT
GENERAL FUND 101

2005 GENERAL FUND EXPENDITURES BY DEPARTMENT
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - EXPENDITURE SUMMARY BY CATEGORY

GENERAL FUND 101
Personal Contractual Other Services
Description Services Supplies Services & Charges Transfers Total

Legislative 71,215 455,800] $ 10,450 - - $ 537,465
Administrative 728,480 39,310 345,490 30,179 - 1,143,459
Finance 968,142 38,595 656,560 21,470 - 1,684,767
Safety Services 5,903,075 220,420 1,151,975 88,245 1,500 7,365,215
Public Services 3,668,145 949,955 1,433,020 45,700 650,000 6,746,820
Community Development 1,347,010 18,005 54,020 29,520 - 1,448,555
Unallocated Expenditures 515,515 - 214,350 73,300 - 803,165

Total Expenditures 13,201,582 1,722,085| $ 3,865,865 288,414 651,500| $ 19,729,446
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - EXPENDITURE SUMMARY BY CATEGORY
GENERAL FUND 101
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - TEN YEAR REVENUE SUMMARY BY SOURCE

GENERAL FUND 101

Utility Licenses Charges Fines Other

Meter and Intergov- for and Investment Miscel- Financing
Year Taxes Fee Permits ernmental Services Forfeits Earnings laneous Sources Total
1996 | $ 4,361,601| $ - $ 716,273 3,180,014 $ 1,760,497 240,144| $ 163,874 4,528 243,426 10,670,357
1997 4,704,846 - 813,870 3,460,838 2,076,718 240,521 145,564 15,473 312,699 11,770,529
1998 5,004,330 137,169 1,083,936 3,545,198 1,962,884 237,096 277,930 3,669 876,908 13,129,120
1999 6,181,141 414,645 1,584,999 3,551,158 2,488,345 275,210 (38,559) 22,724 952,067 15,431,730
2000 6,843,046 172,429 1,498,670 3,551,739 2,489,851 264,580 459,138 10,176 1,057,333 16,346,962
2001 7,693,504 - 1,879,013 3,670,331 2,662,496 248,850 348,445 4,913 1,688,320 18,195,872
2002 9,360,295 - 1,960,071 2,745,887 2,649,879 247,055 35,698 7,332 19,136 17,025,353
2003 9,994,101 - 2,066,967 1,621,982 3,372,471 303,316 97,308 10,136 1,336,459 18,802,740
2004 10,871,210 - 2,175,325 1,642,860 3,375,005 248,300 157,500 4,500 876,025 19,350,725
Amended
2005 | 12,284,763 - 2,221,375 1,648,930 3,385,655 257,550 177,500 4,500 87,000 20,067,273
Budget
Note: Above figures do not include decreases in fund balance.
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - TEN YEAR REVENUE SUMMARY BY SOURCE
GENERAL FUND
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - TEN YEAR EXPENDITURE SUMMARY BY DEPARTMENT

GENERAL FUND 101

Finance and

Information Safety Public Community
Year Legislative Administrative Services Services Services Development Unallocated Capital Outlay Total
1996 | $ 447,565| $ 781,505| $ 637,125 3,373,466 $ 3,637,877| $ 782,017| $ 1,317,235( $ - 10,976,790
1997 376,791 701,811 764,165 3,813,050 3,943,020 926,044 590,548 - 11,115,429
1998 483,997 827,061 800,713 4,134,015 4,542,651 1,018,595 536,761 - 12,343,793
1999 534,718 870,932 837,536 4,238,171 3,664,836 1,160,211 3,869,146 950,537 16,126,087
2000 465,003 1,035,935 916,487 4,501,398 4,275,078 1,438,855 1,251,006 1,223,945 15,107,707
2001 525,542 1,079,949 970,245 5,415,342 5,052,755 958,131 974,069 1,194,381 16,170,414
2002 512,135 1,122,903 1,026,789 5,894,136 5,549,962 1,143,398 823,340 1,479,934 17,552,597
2003 503,429 949,456 1,203,917 6,176,653 5,320,156 1,171,750 799,993 1,053,576 17,178,930
2004 537,505 1,289,470 1,480,320 6,793,270 6,169,970 1,415,710 484,725 772,275 18,943,245
Amended Budget
2005 | 537,465 1,143,459 1,684,767 7,365,215 6,746,820 1,448,555 803,165 - 19,729,446
Requested
Note: Above figures do not include increases in fund balance.
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - TEN YEAR EXPENDITURE SUMMARY BY DEPARTMENT

GENERAL FUND
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - PROPERTY TAX LEVY

ALL FUNDS

Local Government Local

Gross Aid/Other Aids Certified Fiscal Net

Fund Levy and Reductions * Levy Disparities Levy
General Fund $ 13,128,223 | $ - $ 13,128,223 (1,657,538)| $ 11,470,685
G.O. Fire Improvement Refunding Bonds of 1997 287,992 - 287,992 (36,361) 251,631
Certificate of Indebtedness of 2000 235,571 - 235,571 (29,743) 205,828
Certificate of Indebtedness of 2001 412,136 - 412,136 (52,035) 360,101
Certificate of Indebtedness of 2003 279,939 - 279,939 (35,344) 244,595
G.0O. Open Space Bonds of 2001 341,771 - 341,771 - 341,771
Total $ 14,685,632 | $ - $ 14,685,632 | $ (1,811,021)[ $ 12,874,611

Note: The proposed 2005 certified tax levy represents a $1,410,504 or 10.6% increase from the 2004 certified tax levy. The local net levy (after fiscal disparities distribution)
represents the balance paid by the City of Blaine's taxpayers. | | | |

2005 GROSS TAX LEVY
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Certificates of A =

h““‘» -
Indebted
M (3432232250700
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - TEN YEAR SUMMARY OF GROSS TAX LEVIES

Percent Percent Percent
General of Debt of of
Year Operating Change Service Change Total Change
1996 | $ 5,811,610 5.85% $ 334,211 -15.91% $ 6,145,821 4.38%
1997 6,186,058 6.44% 338,031 1.14% 6,525,969 6.19%
1998 6,544,716 5.80% 314,186 -7.05% 6,862,658 5.16%
1999 6,927,951 5.86% 1,126,350 258.50% 8,058,057 17.42%
2000 7,328,714 5.78% 1,275,431 13.24% 8,607,901 6.82%
2001 9,397,947 28.23% 521,569 -59.11% 9,923,272 15.28%
2002 11,536,470 22.76% 501,269 -3.89% 12,041,495 21.35%
2003 12,143,197 5.26% 1,264,608 152.28% 13,411,561 11.38%
2004 11,720,669 -3.48% 1,554,459 22.92% 13,275,128 -1.02%
2005 13,128,223 12.01% 1,557,409 0.19% 14,685,632 10.63%
Note: Tax levies for debt include certificates of indebtedness, Improvement Bonds of 1986A, Improvement Bonds of 1987A, the Fire Improvement Bonds of 1991A,

‘the Fire Improvement Refunding Bonds of 1997C, and the Open Space Bonds of 2001A.
TEN YEAR SUMMARY OF TAX LEVIES
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CITY OF BLAINE, MINNESOTA

2005 BUDGET - REVENUE SUMMARY
GENERAL FUND 101

2004 2004 2005 2005
2002 2003 Adopted Amended Proposed by Adopted by
Actual Actual Budget Budget Manager Council

REVENUES
Taxes 9,360,295 9,994,101 10,871,210 10,871,210 | $ 12,284,763 | $ 12,284,763
Licenses and Permits:

Business Licenses and Permits 159,106 193,600 193,325 193,325 206,225 206,225

Non-Business Licenses and Permits 1,800,965 1,873,367 1,982,000 1,982,000 2,015,150 2,015,150
Intergovernmental:

Federal 13,067 24,940 18,300 18,300 18,300 18,300

State 2,609,876 1,508,016 1,465,960 1,465,960 1,465,960 1,465,960

County 13,759 7,568 10,000 10,000 5,970 5,970

Other Local Governments 109,185 81,458 148,600 148,600 158,700 158,700
Charges for Services:

Administrative and Motor Pool Charges 1,352,436 2,020,818 2,080,240 2,080,240 2,080,240 2,080,240

Support Services 22,142 24,491 21,500 21,500 21,500 21,500

Safety Services 133,538 123,699 86,000 86,000 96,500 96,500

Public Services 1,141,763 1,203,463 1,187,265 1,187,265 1,187,415 1,187,415
Fines and Forfeits 247,055 303,316 248,300 248,300 257,550 257,550
Investment Earnings 35,698 97,308 157,500 157,500 177,500 177,500
Miscellaneous Revenues 7,332 10,136 4,500 4,500 4,500 4,500
Other Financial Sources:

Disposal of Fixed Assets 3,064 - 2,000 2,000 2,000 2,000

Refunds and Reimbursements 16,072 51,431 85,000 85,000 85,000 85,000

Certificates of Indebtedness - 1,285,028 789,025 789,025 - -
Total Revenues 17,025,353 18,802,740 19,350,725 19,350,725 | $ 20,067,273 | $ 20,067,273
Difference from previous actual/budget -6.40% 10.44% 2.91% 2.91% 3.70% 3.70%
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