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Major Accomplishments
2009

General Government
1. Entered into development agreements for the construcfithe following sub

division:
a. Airbase Road
2. Appointed a new City AdministratérJohn Mulder
3. Entered into an agreement witfial-Mart for an addition to the existing store in
Hermantown.
4. Implemented an Employee Recognition Program for City Employees.

Public Safety
1. Reduced police artime by 23Zhours in 200&ompared to 20Q7

2. Created a Hermantowfenced Lot for storage of forfeited vehicles.

3. Joined the Electronic Open Burning Permit System.

4. Adopted an administrative fine schedule for parking citations and for single and
multiple occurrence offenses of the City Code of Ordinances

Public Works
1. Bonded for the purchase of the existing Public Works Facility and to construct a

salt storage building.

Capital Outlay
1. Completed landscaping work at the Hermantown community park entrance.

2. Upgraded existing SCADASupervisory Control and Data AcquisitidBysem
to communicate via UHF radios aadded a computer based SCADA monitoring
system.

3. Installed Bulk Water Filling Station at the Old City Hall Building.

4. Replaced outdoor lighting at Fichtner Field.

Mission Statement

Organization Mission
Our mission is tgrovide excellent and quality services in partnership
with our citizens in the highest degree of professionalism and teamwork
supported by visionary leadership and planning with fiscal responsibility.

Value Statements
The following values areundamental to the City of Hermantown and the
fulfillment of our mission:

Excellence and Quality in the Delivery of Services
We believe that service to the pubis our reason for being and
strive to deliver quality services in a higlgyofessional ad cost
effective manner.



Fiscal Responsibility
We believe that fiscal responsibility and the prudent stewardship of
public funds is essential for citizen confidence in government.

Ethics and Integrity
We believe that ethics and integrity are the fouiotablocks of
public trust and confidence and that all meaningful relationships
are built on these values.

Treating Citizens as our Partners
We strive to treat all citizens with courtesy and as valued partners
who deserve the best services we can provide

PositiveRelations with the Community
We believe that positive relations with the community and the
public we serve leads to positive, involved, and active citizens.

Professionalism
We believe that continuous improvement is the mark of
professionalisnand are committed to applying this principle to the
services we offer and to the development of our employees.

Visionary Leadership and Planning
We believe that the very essence of leadership is to be visionary
and to plan for the future.

Cooperation andleamwork
We believe that the public is best served when departments and
employees work cooperatively as a team.

Organization Structure and Chart

The City of Hermantown was incorporated on December 31, 1975. The
City isa Plan A form of government. A fivmember council consisof a
mayor and four councilors. Councilors serve fgear terms; the mayor is
elected to a fouyear term. City elections are held in even years. The
council may appoint independent boardd aommissions, such as a

utilities commission, and advisory bodies, such as a planning commission.
The council appoints all personnel, including the police chief, attorney,
building official, and planning & zoning director. The council has all the
administrative and legislative authority for governance of the city.

The City Administrator controls and directs the administration of the

Cityds affairs and superviigtesareal | depa
managed through skepartments, each with a supervisor appointed by

and reporting to the City Administrator. A description of the departments

and their functions is included in this document. Within each department

there are several employees who report to their supeswigth the

exceptions of geeral administration, city clerk and environmental



CITY OF HERMANTOWN, MINNESOTA
ORGANIZATIONAL CHART
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Community Profile

Hermantown, MK

Hermantown is a flourishing community located in St. Louis County in northeastern
Minnesota. Our thriving economy, quality education system, and growing population
help us to provide a quality of life unequallelsewhere in this region.

Area - 36 square miles

City Bond Rating
A2 Moodyds (Rating increase in 2005

Educational Institutions
Independent School Distric780-2,061 Studentsas of 11/1/09
1 Elementary Schodd87 Students
1 Middle Schoot787 Students
1 High School687 Students
Elections
5,115Registered Voterg008Presidential Election
4,801Ballots Cast2008Presidential Election
94 Percent Voting

Fire Protection
3 Stations
ISO Class 6
Household Income- $49,861 (Media for 1999)

Housing
Total Units3,240 as of April 2008

Municipal Sewer SystemWestern Lake Superior Sanitary District
24 Miles of Sanitary Sewer Mains

from



Municipal Water System-City of Duluth
The City of Hermantown purchases all drinkable water friwenCity of Duluth.
26 Million Gallons average annual water usage
750,000Gallons system capaci®/water storage tanks
43 Milesof Water mains
425 Hydrants for fire control

Police Protection
1 Station
14 Sworn Officers

Populationi 9,318 as of Agl 2008
Median Age- 38.3(2000)

Recreation
240 Acres City parks, playgrounds and playfields

Streets- 114 Miles
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Budget Calendar

Date
May 27, 2009

June 30, 2009

July 17, 2009

July 20 - 24, 2009

Before August 1, 2009

August 3 - 7, 2009

August 17 & 18, 2009

August 19 - 28, 2009

September 8, 2009

October 5, 2009

December 7, 2009

December 21, 2009

Tentative Budget Calendar

For Fiscal Year 2010
As oFMAY 2009

Step

Budget manual formscluding capital improvement plan (CIP)
supplied to all city departments & consultants.

Mayor & City Administrator to conduct budget assistance meetings
necessary) with each department.
FINAL DATE to receive budget requesBlP, & supplementary

information from all city departments & consultants.

Mayor & City Administrator hold budget sessions with city departm
as necessary.

Department of Revenue notifies cities of LGA amounts projected fc
2010.

City Administrator meets with departments to discuss and review

recommended budgets.

Department budget presentations and City Administrator present tc
City Council a consolidated budget for all departments.

City Council to conduct any needed additional meetings with
departments and consultants for 2010 budgelt2010-2014 CIP.

City Council to pass a 2010 levy and the city certifies the proposed
property tax levy to the County Auditor and certify the Truth-In-
Taxation hearing date (Special Meeting).

Public Hearing/Tax Rate Resolution

Initial Hearing on budget & levy.

Final adoption date for Final Levy & Budget.
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Budget Message

2010Proposed Budget Message
November 30, 2009

Proposed Budget:

Attached is a proposed balanced City of Hermantown budget for 2010. The adoption of
the City Budget is one of the most important decisions the City Council makes each and
every year. The bugt clearly sets out the spending and revenue plan for the coming

year, but also carries out decisions that have been made in the past and contains decisions
that will impact the city beyond the coming calendar year. The work of the 2010 Budget
will not end with its adoption. The continued reduction in local government aid will

require the City to rhink how it provides services in a more economical way.

Acknowledgements: Before getting into the substance of the proposed budget, it is
important to tlank Arlene Tucker & Angie Granmoe. Their work in compiling the
numbers and putting them into a format for presentation and analysis was invaluable, but
more importantly their insight into operations, revenue constraints, and the process was
absolutely esmtial in putting a budget booklet together. The budget booklet is never the
product of the work of one or two individuals, beyond the work of Ms. Tucker and Ms.
Granmoe to compile and analyze the entire budget, the department heads assisted in
making andliscussing their requests and making recommendations to help balance the
budget. Ultimately, the recommendations in this budget are mine and the ultimate
decision is made by the City Council. You have the authority and responsibility to
determine how tdest balance the demand for services with the cost of delivery.

Expenditures: The total budgeted expenses for the general fund are $3,986,633. This
represents a 3.76 % increase in expenses. Other than normal operating increases and
shifts from one dpartment to the other, the primary reasons for the increase in
expenditures are attributable to two items as explained below.

Public Works Facilites: The Cityb6s current | ease of th
set to expire i n sNbagterrhplan a3 to Qurchasedthet he ci t vy
property in 2010. The City also has a need to construct a salt storage facility to

properly store salt. The proposed budget includes a special levy to fund the debt

service for these two buildings. One half of thetsmf the facility will be

charged back to the sewer and water utilities, but the other half will be covered by

the general fund. The anticipated debt service for principal and interest is

$130,000.

12



Health Insurance: Health insurance is th@ngle biggest increase in the 2010

Budget outside of the two public works bu
health insurance premiums reflected a 28% increase from 2009. This increase

alone was $129,906Since receiving this renewal Administratibas worked

with our new health insurance agent, RJF Agencies, to find possible alternatives

that would reduce the cost to the city and the employees. We have identified a

possible alternative and are attempting to reach an agreement with the unions

repregnting city employees in time to implement by Janurdty As such, each

and every employee needs to play a part in finding a more economical plan.

Revenues: The revenue side of the budget is a reflection of the reduction of
Local Government Aid and shift to the local property tax.

Local Government Aid (LGA): The State of Minnesota continues to reduce the
amount of local government aid provided to the City of Hermantown. Over the past three
years (2008, 2009, & 2010) the City of Hermantownlbas$499,170 in Local
Government Aid.

a. 2010 Budget:LGA for the 2010 budget was reduced from $589,506 to
$332,499, a reduction of $257,007. This represents a 44% reduction on in
LGA and 6.5% reduction in overall revenues.

b. Losses from 2008 and 2009The reduction in 2010 is in addition to cuts of
$111,385 in 2009 and $130,778 in 2008. The state of Minnesota allows cities
to re-capture this loss in revenue through the use of special levies, which is
clear cost shifting from the state of Minnesotaht® local government
property tax. This budget includes onetime special leviestapture this
lost local government aid. The City will not be allowed to levy this amount
for 2011.

The 2010 Budget is balanced and submitted for your consideratiopouAsan see with
the reduction in local government aid there will still be work for the city to do in finding
new ways of providing service in a more economical way.

Sincerely

John Mulder
City Administrator

13



Policies

Budget Policy & Financial Control

Budgets are financial plans for future events. As better information becomes
available, the budget may be amended by the City Council.

Ordinary operating expenditures are subdivided into salaries and wages, other
expenditures, other financinges, and capital outlay.

Fund Accounting

The accounts of the City are organized on the basis of funds and account groups,
each of which is considered a separate accounting entity. The operations of each
fund are accounted for with a separate set oftsdlincing accounts that

comprises its assets, liabilities, fund equity, revenues, and expenditures or
expenses as appropriate.

Governmental resources are allocated to and accounted for in individual funds
based upon the purposes for which they areetsgent and the means by which
spending activities are controlled. The various funds are grouped, for budgeting
purposes, into two broad fund categories as follows:

Governmental Funds

General Fund
The general fund is the general operating fund of the Qi is used to
account for all financialesources except thogebe accounted for in
another fund

Special Revenue Funds
Special revenue funds are used to account for the proceeds of specific
revenue sources that are legally restrictegiqmenditures for specified
purposes.

Debt Service Funds
Debt service funds are used to account for the accumulation of resources
for, and the payment of, general letggm debt principal, interest, and
related cost.

Capital Projects Funds
Capitalprojects funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities other
than those financed by the proprietary funds.

14



Proprietary Funds

Enterprise Funds
Enterprise funds are used to aagbfor operations that are financed and
operated in a manner similar to private business enterprises, where the
intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a
cortinuing basis be financed or recovered primarily through user charges.

Basis of Accounting

Governmental funds are budgeted for and accounted for using the modified

accrual basis of accounting. Their revenues are recognized when susceptible to

accruali e., when they become measurabl e and
the amount of the transaction can be dete
within the current period or soon enough thereafter to be used to pay liabilities of

the current period.

Major revenues that are susceptible to accrual include property taxes (excluding
delinquent taxes received over 60 days after-gad), special assessments,
intergovernmental revenues, charges for services, and interest on investments.
Property tax regnue is recognized when it becomes measurable and available to
finance expenditures of the current period. State revenue is recognized in the year
in which it applies according to Minnesota Statutes. Special assessment revenue
is recognized in the yearis received. Other revenues are considered measurable
and available only when cash is received.

Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred, except for principal and
interest on general lortgrm debt, which is recognized when due. Proprietary
funds are accounted for using the accrual basis of accounting. Revenues are
recognized when earned, and expenses are recorded at the time liabilities are
incurred.

Expenditure Object Classifications

Personal Services
This object of expenditure includes expenses for salaries, wages, and
related employee benefits provided for all persons employed by the city.
Employee benefits include employer contributions to the retirement
system, insurance, sick leave, and similar benefits.

15



Supplies
This object of expenditure includes articles and commaodities that are
consumed or materially altered when used.

Other Services & Charges
This object of expenditure includes expenses farices other than
Personal Services that are required by the governmental unit in the
administration of its assigned functions or which are legally or morally
obligatory to the city. Such services may be provided by some agency of
the city or by private buisess organizations.

Capital Outlay
This object of expenditures includes outlays that result in the acquisition
of or additions to fixed assets.

Debt Service
This object of expenditure includes interest and principal payments on
general obligation debt.

Other Financing Uses
This object of expenditure includes transfers to other funds.

16



Budget Overview

2009Statement of AccountsAll Funds

For January 1, 2009 through October 31, 2009

101
230
231
235
236
240
250
251
260
270
301
309
310
311
312
313
314
315
316
317
350
401
402
404
450
550
601
602
605

*Footnote T Second half of propertytaxes and local government aid due in
December would significantly alter the cash ending balance for this report.

Fund Beginning Receipts Disbursements  Ending

General Fund 1,617,658 2,192,909 2,879,066 931,501
HEDA 53,804 4,172 1,376 56,600
Community Development 105,618 295 105,913
Park Dedication 279,357 24,000 26,968 276,389
Hermantown Wetland Fund 10,374 603 10,977
Sales Tax 3,064,361 851,426 2,397,005 1,518,782
Police - School Relations (8,220) 70,880 40,990 21,670
Police Program 34,194 20,286 3,909 50,571
Cable TV 126,599 27,778 11,105 143,272
Soccer Association (165,124) 355 (165,479)
Equipment Debt Service 77,812 23,197 40,966 60,043
2000 Utility Bond (201,629) 163,364 215,583 (253,848,
1996 School Bond Issue 16,598 50,489 49,027 18,060
2002 Utility Bond 281,948 272,072 359,476 194,544
2003A Bond 181,012 160,615 293,693 47,934
2003B Refunding Bond (300,026) 44,301 154,534 (410,259,
2005A Bond 350,311 235,144 273,427 312,028
2006A City Hall Bond 755,173 647,917 651,208 751,882
2007A Refunding Bonds 1,523,751 28,812 59,074 1,493,489
2007B General Obligation Bonds 153,070 107,797 132,390 128,477
Special Assessment Deficiency 393,159 829 393,988
General Capital Projects 1,013,792 13,497 1,027,289
Municipal State Aid Streets (126,746) 858,207 450,657 280,804
Park Acquisition & Development 11,758 33 11,791
Infrastructure Capital Projects Fund  (1,044,345) 1,044,380 35

Sepcial Assessment Capital Projects (515,713) 38,614 116,818 (593,917)
Water Enterprise 6,493,386 865,473 892,648 6,466,211
Sewer Enterprise 21,236,705 704,154 617,064 21,323,795
Street Lighting Utility 194,859 71,575 20,024 246,410
Total All Funds 35,613,496 8,522,819 9,687,398 34,448,917
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Major Funds and Non-Major Funds by Fund Type

General Fund

Special Revenue Funds
City Sales Tax
Non-Major Special Revenue Funds

Debt Senice Funds
Non-Major Debt Senice Funds

Enterprise Funds
Water Enterprise
Sewer Enterprise
Non-Major Enterprise Fund (Street Lighting)

Major funds are in bold type.

2008 Actual 2009 Original Budget 2010 Budget
Rewvenues Expenditures Rewvenues Expenditures Rewvenues Expenditures
$3,825,985 $3,791,843 $3,842,305 $ 3,842,056 $3,987,220 $ 3,986,633
$1,220,941 $1,564,386 $1,080,000 $1,354,881 $1,108,000 $ 1,339,070
$ 448,647 $ 965,706 $ 245,935 $ 102,399 $ 157,208 $ 120,026
$2,240,630 $6,366,107 $1,950,191 $2,283,220 $1,884,172 $ 2,210,861
$1,010,289 $1,032,325 $1,053,616 $1,024,475 $1,142,582 $ 1,062,862
$ 813,007 $ 917,581 $ 771,675 $ 758,233 $ 970,006 $ 962,595
$ 95,530 $ 36,842 $ 93,500 $ 40,402 $ 91,000 $ 29,303
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2010Budget Summary- All Funds

(Excluding Capital Projects Funds)

BUDGETED REVENUES

ACTUAL ORIGINAL BUDGET
2008 BUDGET 2009 2010
GENERAL FUND
Property Taxes $ 2,455,840 $ 2,566,568 $ 3,019,841
Licenses & Permits 236,277 171,720 175,875
Intergovernmental 789,443 866,540 569,154
Charges for Senices 46,719 38,090 36,450
Fines & Forfeits 72,257 54,140 56,000
Investment Income 66,805 62,157 45,000
Miscellaneous 57,374 38,090 39,900
Transfer from Other Funds 101,270 45,000 45,000

$ 3,825,985 $ 3,842,305 $ 3,987,220

SPECIAL REVENUE FUNDS

HEDA $ 6,534 $ 3,920 $ 5,145
Community Development 1,309 5,250 500
Park Dedication 49,853 37,499 24,713
Hermantown Wetland 1,770 5,000 1,050
City Sales Tax 1,220,941 1,080,000 1,108,000
Police Liaison Education 71,419 71,816 72,500
Police Program 32,659 17,210 21,300
Cable Television 37,091 35,285 32,000
Soccer Association 248,012 69,955

$ 1,669,588 $ 1,325,935 $ 1,265,208

DEBT SERVICE FUNDS

Special Assessments $ 700,232 $ 416,706 $ 405,859
Tax Lewy 90,553 88,024 89,766
Intergovernmental 4,232

Interest on Investments 167,764 77,556 34,650
Transfer from Other Funds 1,224,842 1,317,465 1,302,552
Miscellaneous 53,007 50,440 51,345

$ 2,240,630 $ 1,950,191 $ 1,884,172

ENTERPRISE FUNDS
Water Enterprise

-Operating $ 822,453 $ 934,535 $ 1,015,246

-Non-Operating 187,836 119,081 127,336
Sewer Enterprise

-Operating 653,731 680,475 887,806

-Non-Operating 159,276 91,200 82,200
Street Lighting Utility

-Operating 91,279 86,000 90,000

-Non-Operating 4,251 7,500 1,000

$ 1,918,826 $ 1,918,791 $ 2,203,588

TOTAL REVENUES $ 9,655,029 $ 9,037,222 $ 9,340,188

19



BUDGETED APPROPRIATIONS

GENERAL FUND
General Government
Public Safety
Streets and Highways
Cemetery
Recreation
Transfers Out

SPECIAL REVENUE FUNDS
HEDA
Community Development
Park Dedication
Hermantown Wetland
City Sales Tax
Police Liaison Education
Police Program
Unclaimed Property
Cable Television
Soccer Association

DEBT SERVICE FUNDS
Bond Principal
Bond Interest
Fiscal Charges
Transfers Out

ENTERPRISE FUNDS
Water Enterprise
-Operating

-Capital

Sewer Enterprise
-Operating
-Capital

Street Lighting Utility
-Operating

TOTAL APPROPRIATIONS

ACTUAL ORIGINAL BUDGET
2008 BUDGET 2009 2010
$ 870,939 $ 870,368 $ 881,245
2,155,053 2,319,471 2,378,021
538,176 540,971 535,196
1,392 1,620 2,872
99,745 94,538 103,989
126,538 15,088 85,310
$ 3,791,843 $ 3,842,056 _$ 3,986,633
$ 1,486  $ 4500 @ $ 4,519
5,000 5,000
110,452 105,000 21,700
5,000 5,000
1,564,386 1,354,881 1,339,070
69,928 70,874 68,007
38,272 10,000 800
264
14,563 16,525 15,000
730,741
$ 2530092 $ 1,571,780 $ 1,459,096
$ 5,109,858 $ 1,136,436 $ 1,167,273
1,207,117 1,141,482 1,038,038
15,943 5,302 5,550
33,189
$ 6,366,107 $ 2,283220 $ 2,210,861
$ 1,005,864 $ 993815 $ 1,020,362
26,461 30,660 42,500
905,777 675,793 873,595
11,802 82,440 89,000
36,842 40,402 29,303
$ 1986746 $ 1,823,110 $ 2,054,760
$ 14674788 $ 9520,166 $ 9,711,350

The budget is a blueprint for City servicand plans for fiscalear 2010 The purpose of

the budget is to communicate the financial plans of the City and its allocation of

resources.This document expresses priorities, goals, plans and targets. The budget is an

i mpl ementati on

pl an to

achieve

t he

Cityobs
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$2,086,252, 22%

Adopted 2010 Budget

The 2010 Budget Summary Schedglshown on pages 420. The budgeted revenues,
including transfers in, for all funds (excluding cappadject funds) total $,340,188.
Appropriations fo all fundstotal $,711,350 The $371,162lifferential comes from
existing fund balances or retained earnings, as apptepria

The General Fund is balanced, with revenues equaling expenditures

The Special Reveie Fundsevenue budget ofl$265,208s $193,888ess than bdgeted
expendituresf $1,459,096 This is primarilydue to theSales Tax Fund transfers out to
cower existing debt service.

Debt Sernice Funds revenues ol B84,172are$ 326,689ess than the $2,210,861
required to meet debt service paymenfke difference will by covered by th&pecial
Assessment Deficiency Fund.

The Enterprise Fursdbudgetedevenus of $2,203,588nd expenses 0£$§54,760
result in a net increasd# $148,828 This is primarily die to an increase in teater and
sewer rates for 2010 cover operational expensd3epreciatio been calculated in the
rate increasér 2010

2010Budgeted Revenues
All Budgeted Funds

$1,362,552 , 15%

M Property Taxes
e M Sales & Use Taxe
$3,109,607 , 34% M Special Assessment

H Licenses & Permit:

M Intergovernmental Revenug
i Charges for Service

i Fines & Forfeitures

i Interest Income

LI Miscellaneous Revenut

$138,939, 19
i Utility Fees
$260,600, 39 $1,010,000, 11% ) ]
$77,000 , 1% 4 Other Financing Use:

$125,350 , 1% $405,859 , 4%

$569,154 , 6% $194,875 , 2%
Total Budgeted revenues for all funds equ®B#0,188
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The five largest components of the 2010 revenue budget, accounting for 88 percent of
total revenues, in descending order based on dollars are asgsfollo

Property Taxes $3,109,607
Utility Fees $2,086,252
Other Financing Uses $1,362,552
Sales & Use Taxes $1,010,000
Intergovernmental $569,154

2010Budgeted Expendituresby Function

34%
22%
15%
11%

6%

$962,505 . 10% $29:303, 1% ¢854 117, 9%

$1,062,862 , 11%

$2,210,861 , 23%

$120,026 , 1%

$605,506 , 6%

$103,989 , 1%
$1,339,070, 14%

$2,393,021, 24%

General Governmeni
Public Safety

Streets and Highway:
Recreation

Sales Tax

Special Revenug
Debt Service

Water Enterprise
Sewer Enterprise

Street Lighting Enterprise

Special Revenue, Debt Service and@®ietary Funds equal $9,711,35Blajor Programs
and funds are shown in the above graph.

The five largest components of tA@10expenditurébudget, accounting for §zercentof
the appropriations, in descending order based on dollars are as follows:

Public Safety $2,393,021
Debt Service $2,210,861
Sales Tax $1,339,070

Water Enterprise  $1,062,862
Sewer Enterprise  $ 962,595

24%
23%
14%
11%
10%
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