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BACKGROUND 1 

As recently as 2008, the City Council adopted a number of financial and budget-related policies that helped 2 

guide the development of the annual Budget and the establishment of the annual property tax levy.  These 3 

policies have traditionally been incorporated in the annual Budget document as a means of maintaining a 4 

historical record. 5 

 6 

Given the recent change in the composition of the City Council as well as the current economic 7 

environment, it is suggested that the Council revisit these policies to determine if any new position or 8 

direction is warranted.  The applicable financial and budget-related policies include: 9 

 10 

a) Operating budget policy 11 

b) Capital improvement policy 12 

c) Debt policy 13 

d) Revenue policy 14 

e) Capital replacement policy 15 

f) Operating fund reserve policy 16 

 17 

Each of these policies is included in their current form in the attached resolution. 18 

POLICY OBJECTIVE 19 

The formal approval of financial and budget-related policies is consistent with prior Council actions 20 

as well as industry-recommended practices. 21 

FINANCIAL IMPACTS 22 

Not applicable. 23 

STAFF RECOMMENDATION 24 

Staff Recommends the Council review, amend (if warranted), and adopt the attached resolution approving 25 

the City’s financial and budget-related policies. 26 

27 
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REQUESTED COUNCIL ACTION 28 

Motion to Adopt the attached resolution approving the City’s financial and budget-related polices. 29 

 30 
Prepared by: Chris Miller, Finance Director 
Attachments: A: Resolution to adopt the City’s financial and budget-related policies. 
 

31 
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EXTRACT OF MINUTES OF MEETING OF THE 32 

CITY COUNCIL OF THE CITY OF ROSEVILLE 33 

 34 

    *     *     *     *     *     *     *     *     *     *     * 35 

 36 

Pursuant to due call and notice thereof, a regular meeting of the City Council of the City of Roseville, 37 

County of Ramsey, Minnesota was duly held on the 18th day of April 2011 at 6:00 p.m. 38 

 39 

The following members were present: 40 

      and the following were absent: 41 

 42 

Member          introduced the following resolution and moved its adoption: 43 

 44 

 45 

 RESOLUTION ______________ 46 

 47 

 RESOLUTION ADOPTING FINANCIAL AND BUDGET POLICIES 48 

 FOR THE CITY OF ROSEVILLE 49 

 50 

 51 

WHEREAS, the City Council of the City of Roseville, Minnesota desires to establish budget and financial 52 

policies that provide for the sustainability of City programs, services and infrastructure; and 53 

 54 

WHEREAS, the City Council of the City of Roseville, Minnesota desires to maintain the City’s strong 55 

financial condition; and  56 

 57 

WHEREAS, the City Council of the City of Roseville, Minnesota desires to provide appropriate fiscal and 58 

budgeting controls. 59 

 60 

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Roseville, Minnesota, that the 61 

following budget and financial policies be adopted and remain in effect until such time that a subsequent 62 

policy action is taken. 63 

 64 

 65 

Operating Budget Policy 66 

 67 

 68 

Purpose 69 

The purpose of the City’s Operating Budget Policy is to ensure that the City's annual operating 70 

expenditures are based on a stable stream of revenues.  The policies are designed to encourage a long-term 71 

perspective to avoid pursuing short-term benefits at the expense of future impacts.  The intent of this policy 72 

is to enable a sustainable level of services, expenditures, and property tax levies. 73 

 74 

Scope 75 

This policy applies most critically to those programs funded through the property tax, as fluctuations in this 76 

revenue source can have substantial impacts. 77 

 78 

79 
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Policy 80 

 81 

 The City will pay for all current expenditures with current revenues.  The City will avoid 82 

budgetary procedures that balance current expenditures at the expense of meeting future years' 83 

expenses. Specifically, accruing future year's revenues shall be prohibited.  Practices to be avoided 84 

include postponing expenditures, rolling over short-term debt, and using reserves to balance the 85 

operating budget 86 

 87 

 The operating budget will provide for adequate maintenance of capital plant and equipment, and 88 

for their orderly replacement. 89 

 90 

 A proportionate share of the administrative and general government costs incurred by the general 91 

operating fund of the City shall be borne by all funds as is practicable.  Such administrative 92 

charges shall be predetermined and budgeted annually 93 

 94 

 New programs or proposals shall be reviewed in detail by City staff and both a policy and fiscal 95 

analysis shall be prepared prior to budgetary inclusion, and provided to the City Council for its 96 

review 97 

 98 

 A request for a program or service expansion or reduction must be supported by an analysis of 99 

public policy implications of the change 100 

 101 

 A request for new personnel must be supported by an analysis demonstrating the need for the 102 

position based on workload measures, comparative staffing levels, and City and department 103 

priorities 104 

 105 

 A request for purchase of new (additional) capital equipment must be supported by an analysis 106 

demonstrating that the value of the benefits of the equipment is greater than the cost of the 107 

equipment over its expected life 108 

 109 

 As specified under City Code section 103.05 all general purchases and/or contracts in excess of 110 

$5,000 must be separately approved by the Council 111 

 112 

In recognition of industry-recommended budgeting practices, the City has established the following budget 113 

controls: 114 

 115 

 The City will maintain a budgetary control system to ensure adherence to the budget 116 

 117 

 The Finance Department will prepare regular reports comparing actual expenditures to budgeted 118 

amounts as part of the budgetary control system.  These reports shall be distributed to the City 119 

Council on a periodic basis. 120 

 121 

 Department heads shall be primarily responsible for maintaining expenditures within approved 122 

budget guidelines that are consistent with approved financial policies 123 

 124 

Implementation 125 

The budget as approved meets the above criteria and as a result, the above policies are considered to be 126 
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implemented 127 

128 
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 129 

Capital Improvement Policy 130 

 131 

Purpose 132 

The purpose of the City’s Capital Improvement Policy is to ensure that capital expenditures are well 133 

planned and enable the city to replace capital items when needed, without requiring significant fluctuations 134 

in the property tax levy. 135 

 136 

Scope 137 

All departments and City funds are included in the 10-Year Capital Improvement Program (CIP).  The CIP 138 

identifies the timing and financing of all capital items. 139 

 140 

Policy 141 

 142 

 All capital improvements shall be made in accordance with an adopted Capital Improvement 143 

Program 144 

 145 

 The City will develop a 10-year Plan for capital improvements and update it annually 146 

 147 

 The City will coordinate development of the capital improvement budget with development of the 148 

operating budget.  Future operational costs associated with new capital improvements will be 149 

projected and included in operating budget forecasts 150 

 151 

 The City will provide ongoing preventative maintenance and upkeep on all its assets at a level 152 

adequate to protect the City's capital investment and to minimize future maintenance and 153 

replacement costs 154 

 155 

 The City will identify the estimated costs and potential funding sources for each capital project 156 

proposal before it is submitted to Council for approval 157 

 158 

 The City will determine the least costly financing method for all new projects 159 

 160 

 For future development or redevelopment proposals that require public infrastructure and/or 161 

public financing assistance and/or City support services; a fiscal analysis shall be prepared 162 

identifying the project sources and uses.  The analysis should also demonstrate the costs and 163 

benefits of the project.  The cost of this analysis shall be borne by the developer. 164 

 165 

Implementation 166 

The Capital Improvement Program has been updated to reflect capital expenditures through the next five 167 

years. 168 

 169 

170 
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 171 

Debt Policy 172 

 173 

 174 

Purpose 175 

 176 

 To define the role of debt in the City's total financial strategy so as to avoid using debt in a manner 177 

that weakens the City’s overall financial condition. 178 

 179 

 To establish limits on the amount of City debt which will allow for manageable debt service costs. 180 

 181 

 To maintain the best possible Moody's and Standard and Poor's credit rating 182 

 183 

Policy 184 

 185 

 The City will confine long-term borrowing to capital improvements or projects that cannot be 186 

financed from current revenues.  The City shall not use debt for the purchase of vehicles and other 187 

rolling stock 188 

 189 

 When the City finances capital projects by issuing bonds, it will pay back the bonds within a 190 

period not to exceed the expected useful life of the project 191 

 192 

 The City will try to keep the average maturity of general obligation bonds at or below ten years 193 

 194 

 The City will strive to keep the direct debt per capita and direct debt as a percent of estimated 195 

market value at or below the median set out by the credit rating agencies 196 

 197 

 Total general obligation debt shall not exceed two percent of the market value of taxable property 198 

as required by State law 199 

 200 

 The City shall not use debt for current operations 201 

 202 

 The City will maintain good communications about its financial condition with credit rating 203 

agencies 204 

 205 

 The City will follow a policy of full disclosure on every financial report and bond prospectus 206 

 207 

 Refinancing or bond refunding will only be undertaken when there is significant economic 208 

advantage to the City, and when it does not conflict with other fiscal or credit policies 209 

 210 

 The maintenance of the best possible credit rating shall be a major factor in all financial decisions. 211 

 For the purposes of issuing debt, bond rating categories shall be used as a means of assessing the 212 

City’s financial condition.   213 

 214 

Implementation 215 

The debt management section of this approved Budget and Capital Improvement Program demonstrate 216 

compliance toward achieving the city's debt policy. 217 

218 
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 219 

Revenue Policy 220 

 221 

 222 

Purpose 223 

 224 

 To provide a diversified and strong set of revenues to ensure a stable revenue system for City 225 

programs and services 226 

 227 

 To match revenues with similar uses to ensure adequate funding for the various City services and 228 

programs over the long-term 229 

Policy 230 

 231 

 The City will try to maintain a diversified and stable revenue system and to shelter it from short 232 

run fluctuations in any one revenue source 233 

 234 

 Absent any outside legal restrictions, all Federal, State, County, or other governmental financial 235 

aids, should be formally designated, by resolution, towards a specific program or service.  General 236 

purpose aids shall only be used for capital or non-recurring expenditures and not for on-going 237 

operations. 238 

 239 

 Each year the City will recalculate the full costs of activities supported by user fees, to identify the 240 

impact of inflation and other cost increases, and will set those fees as appropriate.  Fees will be 241 

established and adopted annually on the Fee Schedule. 242 

 243 

 The City will set fees and user charges for each enterprise fund, such as water and sewer, at a level 244 

that fully supports the total direct and indirect cost of the activity.  Indirect costs include the cost 245 

of annual straight life depreciation of capital assets and each fund's share of the administrative and 246 

general government costs incurred by the general operating fund 247 

 248 

 Absent public policy reasons to the contrary, the City will set fees and user charges for non-249 

enterprise funds, at a level that fully supports the total direct and indirect cost of the activity.  250 

Indirect costs include the cost of annual straight life depreciation of capital assets 251 

 252 

Implementation 253 

The Budget accurately allocates the revenues and expenditures of City programs and services.254 
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 255 

Capital Replacement Policy 256 

 257 

Purpose 258 

The Roseville City Council has set in place a stable funding mechanism for much of the city's 259 

infrastructure.  The intent of the Council in having Replacement Policies is to provide for easing the burden 260 

on both present and future taxpayers and to assure the replacement of the city's infrastructure in a manner 261 

that is both fiscally and operationally prudent. 262 

 263 

The primary purpose of this policy is to have specific resources set aside on a periodic basis, to create 264 

funding for the major equipment and infrastructure needs of the community, without encountering major 265 

tax increases for maintenance and replacement. 266 

 267 

It is not the intent of the City Council to fund major new facilities, which have not had the original funding 268 

established either through tax increment, general taxes or other such sources.  The replacement funds are 269 

expected to be only for replacement purposes. (See the Implementation section below) 270 

 271 

Policy 272 

 273 

 The City will establish a General Vehicle Replacement Fund and a Fire Vehicle Replacement 274 

Fund.  The City will appropriate funds to them annually to provide for timely replacement of 275 

vehicles.  The amount will be maintained at an amount equal to the accumulated depreciation 276 

including annual fund interest earnings to provide for vehicle replacement 277 

 278 

 The City will establish a General Plant Replacement Fund to provide for non-vehicular equipment 279 

replacement; i.e., mowers, tools, etc.  Funding should equal the amount of accumulated 280 

depreciation recorded on all general governmental equipment including annual fund interest 281 

earnings 282 

 283 

 The City will establish a Building Replacement Fund, and will appropriate funds to it annually to 284 

provide for timely maintenance of all buildings and plants supported by general governmental 285 

funding.  Maintenance includes major items such as roof repair and HVAC replacement. 286 

 287 

 The City shall establish a Street Infrastructure Replacement Fund to provide for the general 288 

replacement of streets and related infrastructure throughout the community.  The funding should 289 

equal the amount of accumulated depreciation recorded on all general governmental streets and 290 

related structures including annual fund interest earnings.  The annual MSA capital allocation, 291 

will be included as part of the source of funds for computing the adequacy of this fund.  This Fund 292 

has been formally categorized by the Council as a permanent fund, whereby only the interest 293 

proceeds are used each year for the stated purpose.  The original principal amount remains intact  294 

 295 

 The City shall establish a Park Improvement Fund to provide for the general replacement of parks 296 

and related infrastructure throughout the community.  The funding should equal the amount of 297 

accumulated depreciation recorded on all park system assets. 298 

 299 
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 Within each enterprise fund, the City shall establish a funding mechanism to provide for the 300 

general replacement of related infrastructure throughout the community.  The funding should 301 

equal the amount of accumulated depreciation recorded on all enterprise fund system assets. 302 

 303 

 From time to time the City Council shall establish additional replacement funds as the need and 304 

funding ability becomes available 305 

 306 

 The City should periodically review and follow industry-recommended replacement schedules for 307 

all City capital assets. 308 

 309 

Implementation 310 

The City shall use replacement funds to assist in the replacement of equipment, vehicles, and building 311 

maintenance.  New equipment or buildings are to be funded from new dollars, unless they are designated to 312 

replace currently depreciated assets.  Funds from the replacement funds may be used up to the amount 313 

available from depreciation of the replaced asset.  Any additional funding shall be from new sources. 314 

315 
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 316 

Operating Fund Reserve Policy 317 

 318 

Purpose 319 

 320 

 To provide a cushion against unexpected revenue and income interruptions 321 

 322 

 To provide working capital by ensuring sufficient cash flow to meet the City's needs throughout 323 

the year 324 

 325 

Policy 326 

 327 

 The City will maintain a general fund reserve of 50% of the general fund's total annual operating 328 

budget.  This ensures that the City has adequate funds on hand to provide for operations between 329 

bi-annual property tax collection periods. Any surplus beyond the required general fund reserve 330 

may be transferred to another reserve fund with a funding shortfall 331 

 332 

 The City will strive to create a reserve in the Recreation Fund to equal 25% of the annual 333 

recreation budget.  This reserve will provide a cash flow cushion and reduce the inter-fund 334 

borrowing expense to the Recreation Fund.  Because of more frequent cash inflows, a 25% reserve 335 

will be adequate to support the daily cash needs of the fund 336 

 337 

 The Community Development Fund is supported solely by building permit fees and charges.  338 

Because the economic environment has a major effect on this Fund, a fund balance of 25-50 % of 339 

the annual budget is a reasonable target.  It is expected that as economic downturns take place, this 340 

reserve will provide for a transition period during which the Council will be able to assess and to 341 

better match operations with the economic need 342 

 343 

 City enterprise funds shall have operating cash reserves sufficient to provide for monthly cash 344 

flow, and for a reasonable level of equipment and infrastructure replacement.  Major 345 

reconstruction or system upgrades, may need to be funded from enterprise revenue bonds.  Annual 346 

utility rate reviews will be made in regard to projected operating expenses and capital 347 

improvements.  The Council will, on an annual basis, establish rates in accordance to operating 348 

cost recovery and the projected capital improvements 349 

 350 

 All other operational funds e.g. License Center, Information Technology, etc are expected to 351 

operate with positive reserve balances of 10-25% of the annual operating budget.  Each 352 

operational fund shall be reviewed on an annual basis to assure the fund balance is in line with the 353 

fund's objectives 354 

 355 

Implementation 356 

All fund reserves shall be reviewed each year at the time of the annual budget preparation for the purpose 357 

of complying with this policy.  Budgets shall be prepared on an "All Resources" basis, so that the City 358 

Council and Community can readily discern the current and projected management of all reserves. 359 

 360 

 361 

 362 
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 363 

The motion for the adoption of the foregoing resolution was duly seconded by member           and upon a 364 

vote being taken thereon, the following voted in favor thereof: 365 

 366 

          and the following voted against the same: 367 

 368 

WHEREUPON, said resolution was declared duly passed and adopted. 369 

370 
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 371 

State of Minnesota ) 372 

                    )  SS 373 

County of Ramsey ) 374 

 375 

I, undersigned, being the duly qualified City Manager of the City of Roseville, County of Ramsey, State of 376 

Minnesota, do hereby certify that I have carefully compared the attached and foregoing extract of minutes 377 

of a regular meeting of said City Council held on the 18th day of April, 2011, with the original thereof on 378 

file in my office. 379 

 380 

WITNESS MY HAND officially as such Manager this 18th day of April, 2011. 381 

 382 

                        383 

                                           ___________________________ 384 

                                                  William J. Malinen, City Manager 385 

                                                386 

 387 

Seal 388 

 389 

 390 

 391 




