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OVERVIEW

Form of Government
The City of Columbia Heights (the City) is located within Anoka County in the State of Minnesota.  The City
operates under a council-manager form of government, pursuant to a home-rule city charter adopted by the
qualified voters of the City.  All policy decisions and legislative activities of the City are the responsibility of
the City Council, but administrative duties are delegated to the City Manager by the City Council.  One of the
many administrative duties delegated to the City Manager is to prepare an annual budget for approval by the
City Council.

Budget Process
Each May, the annual budget process begins with each city department analyzing objectives for the coming
calendar year and preparing budget requests to accomplish those objectives.  During the month of June, this
departmental data is integrated into the City’s centralized accounting system by the Finance Department and
reviewed.  During the month of July, the City Manager, together with the Finance Director, meets with each
department to further review their budget requests and discuss any changes proposed by the City Manager.
The Finance Department then incorporates any such changes into the City’s centralized accounting system,
and assembles the City Manager-proposed budget for distribution at a regular City Council meeting in
August, as required under the City’s charter.  The City Council then reviews this City Manager-proposed
budget, which includes the proposed property tax levy necessary to finance the budget.  Under state statute,
the City Council must approve a proposed budget and proposed property tax levy by September of each year.
This allows the Anoka County Auditor sufficient time to prepare and mail to each property owner a notice by
November 24th, listing the tax proposed for their property and the date of the public hearing on the budget.
This county notice also lists similar information for each taxing district within which a property lies (county,
school district, special districts).  If the City Council does not adopt a proposed budget and levy by
September, state statute sets the proposed amounts equal to the current year budget and levy.

From September to December each year, multiple work sessions are held with the City Council and city staff
to consider the proposed budget in greater detail than is generally practical at regular City Council meetings.
On the second Monday in December each year, the City Council holds a public hearing on the proposed
budget and tax levy.

Following the public hearing, the City Council approves the adopted budget and final tax levy.  By state
statute, the final levy can be less than the proposed levy, but it cannot be greater than the proposed levy.  In
the following year, the County collects the tax levy on behalf of the City, along with the property taxes levied
by other taxing districts (county, school district, special districts).  If the City Council does not approve an
adopted budget and final levy by December 20th, state statute sets the adopted budget and final levy as
equal to the proposed budget and levy.

Budget Format
The City of Columbia Heights proposed budget is prepared and distributed in a single volume format that
includes narrative information highlighting department activities, objectives, and budget changes, in addition
to listing dollar amounts for all budgeted revenues and expenses.  This format is designed to provide the
reader with a useful amount of explanation of the purpose of the various dollar amounts in the budget.
For use during City Council work sessions, a separate detail budget workbook is also distributed for each of
the ten functional areas with the budget.  These workbooks include much of the same information as the
single volume proposed budget, but also include additional detail on expected purchases included within the
expense categories in the budget.

Following approval of the adopted budget by the City Council, a single volume adopted budget is bound and
distributed.  This is substantially the same as the proposed budget, but it incorporates additional graphics
and any changes to the proposed budget made by the City Council.  This becomes the permanent record of
the budget intended for general-purpose public use.  It is also made available on the City’s website.
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Budget Organization
The City, like states and other local governments, uses fund accounting to demonstrate compliance with
finance-related legal requirements.  A fund is a group of related accounts that are used to maintain control
over resources that have been segregated for specific activities or purposes.  The legal level of budgetary
control for the City is at the fund level.  Any transfers between funds require authorization by the City
Council.  If a budgeted fund’s annual expenses were to exceed the level authorized by the City Council in any
one year, it would be a violation of a finance-related legal requirement.

To further control expenses, each fund is subdivided into one or more departments.  For example, within the
Liquor Fund there is a separate department for each of the three municipal liquor stores operated by the
City.   Within each department, the major categories of expenses are as follows:

 Personal Services
This includes all employee costs paid by the City, including salaries, over-time, PERA and FICA
contributions, workers’ compensation insurance, hospitalization and other benefits.

Supplies
This includes all consumable items such as office, computer, janitorial, and program supplies.  Also
included are minor equipment, uniforms, protective clothing, library materials, vehicle parts and fuel.
Additionally, the cost of goods and services purchased for resale is included here, such as the
Metropolitan Council sewer disposal charges and the cost of water purchased from the City of
Minneapolis.

Other Services & Charges
This includes all items not included in the other expense categories.  It covers such services as liability
insurance, utilities, repair and maintenance costs, training and travel costs, telephone, postage,
advertising, and contracted services such as legal fees, auditing fees, and other expert and
professional contracts.

Capital Outlay
This includes all vehicles and equipment over $5,000 per item, major improvements to buildings, and
major improvements to streets or other infrastructure.  Equipment under $5,000 per item is
generally classified under supplies.

Contingencies and Transfers
Contingencies are an allowance in the budget for expenses that are unknown or not estimable.
Transfers are resources initially obtained by one fund that are budgeted for use by another fund.

To help the reader understand the level of city services provided by the budget, and to promote
management accountability, the City’s various funds and departments are grouped within the budget
documents based on their function.  For example, all of the portions of the budget that provide police
services are grouped together within a given section of the budget documents.  The ten functional areas used
to group funds and departments within the budget documents are as follows:

 Administration     Liquor
 Community Development   Police

Finance      Public Works
 Fire      Recreation

General Government (for items not included in other functions)
Library

6



CITY OF COLUMBIA HEIGHTS
UNDERSTANDING THE MINNESOTA PROPERTY TAX SYSTEM

Property taxes are a principal source of resources for the City of Columbia Heights’ budget.  The State of
Minnesota has established a very complex formula for how property tax levies are distributed to
residential and commercial properties.  The State formula involves several factors.  Examples include an
exclusion of a portion of homestead property value, and an area-wide tax on commercial property that
is shared and distributed to communities that have a limited commercial base.  However, the key
concept of the system is that the total amount of a property tax levy for a taxing district is established
first, and then that tax is shared between the individual properties within the district based on each
property’s percentage of the total property value in the district.  This differs greatly from a method used
in some other states, where a tax rate, sometimes called a property tax mill rate, is established first and
then this rate is applied to the value of each property.

Without knowing this key concept of the Minnesota property tax system, people often hold the
common misconception that if a property’s value decreases, the taxes on that property will also
decrease.  This is not necessarily the case.  Since property values are only used as the basis for dividing
up the total tax levy between taxpayers, if most of the properties in the City decrease in value by the
same percentage, each property would each generally continue to get the same share of the total City
tax levy.

Not factoring in this key concept of the Minnesota property tax system also leads people into the error
of comparing taxes on properties of the same actual value in two different communities.  As explained
above, the property tax levy is shared among properties based on their proportionate values not their
actual values.  For example, a $200,000 home in the City of Columbia Heights would not make up the
same percentage of the total community value as a $200,000 home in the City of Blaine or the City of
Coon Rapids.  Subsequently, the distribution of the City tax levy for a $200,000 home in Columbia
Heights would be different than the distribution of the tax levy for a $200,000 home in Blaine or Coon
Rapids.  Additionally, the appraised value of the same home in two different cities will usually differ.  A
home in Columbia Heights that is appraised at $200,000 would likely have a very different appraisal
value if that home was located in Blaine or Coon Rapids.

One method that correctly compares the property taxes between communities using proportionate
values is the approach that compares an average-value home for each community.  When this type of
comparison is performed, the City of Columbia Heights is consistently shown to be one of the lowest
taxed communities in the metropolitan area.  Even this method has its limitations however, as the level
of services provided by different cities varies significantly.  For example, in Columbia Heights, library
funding is part of the City levy.  In all other cities in Anoka County, library funding is part of the County
levy.  Likewise, comparing the Columbia Heights levy to levies for cities that do not have a full-time fire
department or cities that do not provide first responder medical services is not an appropriate “apples-
to-apples” comparison.  Consequently, when comparing the City of Columbia Heights’ levy to levies for
other cities, it is necessary to also compare the levels of service provided to the residents.
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CITY OF COLUMBIA HEIGHTS
CITY MANAGER’S 2020 BUDGET MESSAGE

Recommendation
The city manager recommends that the city council approve the proposed 2020 budget and
levy.  Key elements of this budget are summarized below.

Financial Plan
The proposed 2020 budget is consistent with the City’s five-year financial plan. That plan is
designed to:

¶ Provide for expected inflation in the cost of existing service levels.
¶ Increase service levels only for approved objectives or external mandates.
¶ Reduce the use of state funding in the operating budgets, and increase its use over time

in capital budgets.  This strategy reduces the exposure of on-going basic City services to
swings in state funding over which local residents have little control.  It also gradually
increases capital funding to sustainable levels for equipment, buildings and
infrastructure.

¶ Levy property taxes at the minimum level necessary to support the above strategies,
while avoiding single-year spikes up or down in property taxes.

Governmental Funds Revenue
The proposed gross property tax levy for 2020 is an 8.5% increase over 2019.  This is a greater
annual increase than in recent years, reflecting the changes in governmental fund operating
expenses as described in the next section of this report.

The City’s gross tax levy includes both the share of the tax levy paid by local taxpayers and the
share subsidized by the metro area fiscal disparities program.  The amount of the disparities
subsidy for 2020 could not be determined at the time of this report (see note 1a.) That amount
will determine what portion of the proposed 8.5% levy increase will be borne by the local
taxpayers. The subsidy amount will be known before the city council makes its decision on the
proposed 2020 tax levy, and before proposed tax notices are mailed to each property owner.

In 2020, the City will receive $1,789,000 in state aid to local government (LGA).  Under the five-
year financial plan, only $450,000 of this LGA is used within the 2020 operating budget.
$700,000 is allocated to the governmental buildings fund, and $475,000 is allocated to debt
service on government buildings. The remaining $164,000 is allocated to various other capital
purposes. If not for this LGA, these items would otherwise be paid for with property taxes.

Governmental Funds Operating Expenses
The proposed increase to tax-supported operating expenses of the governmental funds for
2020 is 7%.  In broad-terms, roughly half of this increase pays for inflation in the cost of existing
services, and half of the increase provides an increased level of service to the community. The
major elements of these changes are listed in the table below.
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CITY OF COLUMBIA HEIGHTS
CITY MANAGER’S 2020 BUDGET MESSAGE

Fund Balance of the General Fund
With resolution 95-40, the city council established a target fund balance for the general fund
equal to 45% of the next year’s budget.  City staff estimates that the proposed 2020 budget will
result in a fund balance of $6,726,000 in the general fund at December 31, 2020. This would be
approximately 47% of the 2021 budget, based on current assumptions about the 2021 budget.

Utility Funds
Customer utility rates for water, sewer, and refuse, are set by resolutions adopted periodically
by the city council. As part of the budget process for 2020, city staff has developed
recommendations for the city council to consider when setting utility rates for the years 2020-
2024. Those recommendations include annual increases of approximately 4.5% for water,
sewer, and refuse, combined (see note 1b.) For example, a family of four using a quarterly
average of 5,000 gallons of water per person, in a single-family home with full-service refuse,
would see their quarterly bills increase by $13 for 2020, from $292 to $305.

Within the individual utility funds, the main cost drivers are infrastructure costs for aging water
and storm sewer systems – largely determined by the construction market, and the cost of
sewage disposal determined by the Metropolitan Council.  As the City has little control over
these factors, the estimates used to recommend utility rates are inherently less certain than
other types of estimates used in the City’s financial planning process. Consequently, rates
adopted at this time for years beyond 2020 will require subsequent review when costs for
those years become more certain.

2020 Increases in Tax-Supported Operating Expenses

From existing labor agreements:
• 3%  cost-of-living increases in wages and most fringe benefits $305,000
• Additional employer health insurance contributions exceeding 3% 18,000
• Adjustments to make pay comparable to metropolitan market 4,000

State-mandated increase to employer contributions for police & fire pension 26,000
State-mandated increase to minimum wage for paid-on-call firefighters 26,000
3% Inflation in non-personnel costs 109,000

Subtotal of cost increases in existing services 488,000

Recommendations from 2019 independent study of public safety staffing levels:
• 1 additional FT police officer 117,000
• 1 FT police lead records technician 92,000
• 2 additional FT firefighters 185,000

Other Recommendations:
• 1 FT special projects coordinator (85% tax-supported) 56,000
• 1 PT library aide (14 hours per week) 16,000
• All other personnel and non-personnel changes, at net 26,000

Subtotal of increases in level of services 492,000

Total Increases in Tax-Supported Operating Expenses $980,000
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CITY OF COLUMBIA HEIGHTS
CITY MANAGER’S 2020 BUDGET MESSAGE

Governmental Buildings Fund
The 2019 budget includes a nonbinding preliminary provision for the eventual replacement of
city hall.  Currently, the city council is still considering various options for that goal.  Under the
proposed 2020 budget, the fund balance of the government buildings fund will be
approximately $5.5 million.  The majority of this is available for replacement of city hall.
Additionally, up to $2.5 million of fund balance in a combination of other City and Economic
Development Authority (EDA) funds could also be available for the replacement of city hall, at
the discretion of the city council and EDA commissioners.

In Conclusion
I judge that the proposed 2020 budget and levy supports the vision, goals, and objectives of the
Columbia Heights City Council, and is feasible within the financial constraints of the City of
Columbia Heights and its citizens.

Kelli Bourgeois, City Manager

Note 1
The narrative report reprinted above was originally provided to the City Council at an August
2019 council meeting, as required by the City Charter. Between the August date of the report
and the December 2019 adoption of the 2020 Budget by the City Council, the following
additional information was provided to the City Council and the public, as it became available:

a) The property tax subsidy provided to the City of Columbia Heights by the metro area
fiscal disparities program will increase 6.5% for 2020. When applied to the 8.5% increase
in the 2020 gross property tax levy, this results in a 9.3% average increase in the local
share of property taxes.

b)  Resolution 2019-17, adopted by the City Council October 2019, established 2020 utility
rates consistent with the 4.5% increase described in the original report above.
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RESOLUTION 2019-96 
ADOPTING A BUDGET FOR THE YEAR 2020, SETTING THE CITY LEW, APPROVING THE HRA LEVY, AND APPROVING A TAX 
RATE INCREASE. 

Now, therefore, in accordance with all ordinances and regulations of the City of Columbia Heights, the City Council of the City of 
Columbia Heights makes the following: 

ORDER OF COUNCIL 

Section A. The budget for the City of Columbia Heights for the year 2020 is hereby approved and adopted with appropriations 
for each of the funds listed below. The estimated gross revenues to fund the budget for the year 2020, including general ad 
valorum tax levies and use of fund balances, are also as listed below. 

Revenue ExEnse 

Governmental Funds 
General Fund 13,541,500 13,593,971 
Planning & Inspections 457,585 457,685 
Econ Dev Authority Admin 245,100 239,200 
Cable Television 201,000 208,700 
Library 1,052,650 1,052,650 
After School Programs 22,000 43,600 
lt Century Arts 45,400 45,400 
Downtown Parking 25,000 25,000 

Capital Project Funds 2,166,790 3,140,475 
Debt Service Funds 1,638,700 1,856,500 Debt Principal 

Proprietary Funds Capital Assets Paid (Advanced) 
Water Fund 3,669,300 3,115,226 1,177,500 ‘ 80,000 
Sewer Fund 2,279,800 2,434,043 527,500 53,400 
Refuse Fund 2,175,000 2,134,997 .~ - 
Storm Sewer Fund 669,600 685,232 - 56,600 
Liquor Fund 9,106,700 8,934,300 -« 255,000 
Municipal Service Center 926,800 1,026,050 - - 
Information Systems 409,000 480,600 - - 

Use of Fund Balance 841,704 - - - 
Total Including Interfund Transfers 39,473,629 39,473,629 1,705,000 ' 445,000 

Section B. The following sums of money are levied for the current year, collectable in 2020 upon the taxable property in said City 
of Columbia Heights, for the following purposes: 

Estimated General Fund Levy 10,963,000 

Estimated Library Levy -‘- ‘ . ‘ '- 1,002,850 

Estimated EDA Fund Levy 245,100 
Total 12,210,950 
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PEI-Kg 2 

Section C. The City Council of the City of Columbia Heights hereby approves the Housing and Redevelopment Authority Tax Levy 
for the ýscal year 2020 in the amount of $250,100. 

BE IT FURTHER RESOLVED: That the County Auditor is authorized to fix a property tax rate for taxes payable In the year 2020 that 
Is higher than the tax rate calculated for the City for taxes levied in 2018 collectable in 2019. 

BE IT FURTHER RESOLVED: That the City has adequate fund balances and reserves to pay bond principal and Interest payments 
on General Obligation Bond Series 2013A in the amount of $996 and that the County Auditor is authorized to cancel $996 of the 
related Bond Levy for taxes payable in 2020, leaving a balance of $0 to be levied for taxes payable 2020 for Series 2013A. 

BE IT FURTHER RESOLVED: That the City has adequate fund balances and reserves to pay bond principal and interest payments 
on General Obligation Bond Series 2015A in the amount of $240,000 and that the County Auditor is authorized to cancel 
$240,000 of the related Bond Levy for taxes payable in 2020, leaving a balance of $242,934 to be levied for taxes payable in 2020 
for Series 2015A. 

BE IT FURTHER RESOLVED: That the City has adequate fund balances and reserves to pay bond principal and interest payments 
on General Obligation Bond Series 2017A In the amount of $335,234 and that the County Auditor is authorized to cancel 
$335,234 of the related Bond Levy for taxes payable in 2020, leaving a balance of $0 to be levied for taxes payable in 2020 for 
Series 2017A. 

BE IT FURTHER RESOLVED: That the City has adequate fund balances and reserves to pay bond principal and interest payments 
on General Obligation Bond Series 20178 in the amount of $271,000 and that the County Auditor ls authorized to cancel 
$271,000 of the related Bond Levy for taxes payable in 2020, leaving a balance of $293,023 to be levied for taxes payable in 2020 
for Series 2017B. 

BE fi' FURTHER RESOLVED: That the City has adequate fund balances and reserves to pay bond principal and interest payments 
on General Obligation Bond Series 2018A in the amount of $23,063 and that the County Auditor Is authorized to cancel $23,063 
of the related Bond Levy for taxes payable 2020, leaving a balance of$197,043 to be levied for taxes payable in 2020 for Series 
2018A. 

The Finance Director/Treasurer is hereby instructed to transmit a certiýed copy of this resolution to the County Auditor of Anoka 
County, Minnesota. 

Approved this 9th day of December, 2019 

Offered By: Buesgens 
Seconded By: Novitsky 

R°" Call: Ayes: Buesgens, Murzyn Jr., Novitsky, Schmitt 
Nays: Williams 

" L.- 
H.— 

Mayor Donna Schmitt 

Attest: 

Nicole Tlngley 
City Clerk/Council Secretaryr 
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