PRELIMINARY 2027 BUDGET

COUNCIL STUDY SESSION —AUG. 17, 2026



DISCUSSION QUESTIONS

= Does the city council support a base property tax levy increase of 6.1 percent, including 1.6
percent for the continued implementation of the public safety master plan?

= Does the city council support an additional 0.7 percent for facility improvements related to fire
station #2 improvements for a total levy of 6.8 percent.

= Does the city council agree that a total of $225,000 should be certified as the HRA preliminary
levy for 2027, which is the same levy amount presented at the EIP study session in July?



2027 BUDGET DEVELOPMENT

General Fund Debt Funds Capital Enterprise
Project Fund Funds
X X X

April 20 — Director presentations
May 11 — Community & Business Survey
May 11 — 2027 budget kick-off : Governmental Funds

June 15 — Capital Improvement Plan (CIP) X X
July 20 — Economic Improvement Plan (EIP) X
August 17 — General Fund & Priority Based Budgeting X X X

September 14 — Preliminary levy and budget adopted

November 16 — All funds, including enterprise X X X X
December 7 —Public meeting, budget and levy adoption

December 21 — Alternate budget approval date

e



Special Revenue

(Cable TV, ice
arena, The Marsh,
Affordable Housing
Trust Fund, Electric

Franchise, HRA, etc.

$7.3M

Governmental

Capital Project Fund
Funds (Streets, Technology,
Equipment, Parks &
(property tax Trails)
supported) $24.2M

Debt Service
$1.5M

2026 OVERALL CITY BUDGET - ‘ALL FUNDS’ $124M

Tax Dollars allocation

Enterprise
Funds

(Water and sewer,
storm, environmental
recycling, Williston,
Gray’s Bay)

$30.9M

= General Fund = Special Revenue/HRA Capital Project = Debt Service




2025-2027 STRATEGIC PLAN

= Strategic priority — Financial Strength
= Desired Outcomes

= Improve alignment between service expenditures and identified priorities
= |mplementation of Priority Based Budgeting

= Programs are identified, but scoring and cost-allocations need to be peer reviewed to ensure consistent
and fair evaluation across all programs

= Expand sources of revenue for capital improvement projects
= Grants, other financing sources (sales tax)

= High level creditworthiness

= Action Step — Maintain Moody'’s fund balance rating of “Very Strong”



2027 BUDGET COMMUNICATION & FEEDBACK

= Minnetonka always encourages input on its budget from the public

= Regular communication through the Minnetonka Memo

= City-wide emails

= Minnetonka Matters is being utilized to communicate budget information and solicit feedback
= Staff share all comments received with the council

= Truth-in-Taxation notices will be mailed by the county beginning in mid-November

= Council accepts feedback at both the Sept. and Dec. council meetings



COMMUNICATION




2027 LEVY ANALYSIS

Operational Levy (thousands 2026 2027

property taxes, current services

Staffing COLA/Market
Health Insurance
Workers’ Compensation

SubTotal
Ice Arena & The Marsh
Capital Improvement Program
Public Safety Investment
Facility Improvements

Total City Lev

HRA Lev

Total City Levies

$59,486

$59,486
$300

$55,424

$59,772
$1,535
$616
($296)
$61,627
$50
$500
$974
$405

$63,556
$225

$63,781

0.5%
2.6%
1.0%

(0.5%)
3.6%
0.1%
0.8%
1.6%
0.7%

6.8%
(25%)

6.7%



PROPERTY TAXES SUPPORT BASIC SERVICES -
GENERAL FUND (2026)

Expenditures Expenditures
Revenues by Program by Category

User Fees &
Charges

$2, 830 700 Parks & |
Environment Supplies
$5,075,800 $2,325,500
Licenses and 8% 4%
Permits
$4, 107 000
Intergovernmental Recreation
$2, 180 500 $4,701,900
8%
Other Income
¥ 7362 200 Development
$4,162,000
Transfers %

$1,667,700
3%




10-YEAR LEVY

ISTORY
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LEVY PROJECTIONS

Public Safety Master
Plan Implementation

2024-2029




COMPARABLE CITIES' HISTORICAL LEVIES

Comparable Cities Levy % Increase 2007-2026
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COMPARABLE CITIES' HISTORICAL LEVIES

Comparable Cities Levy Percentage Increase 2006-2025
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RELEVANT COMMUNITY SURVEY RESULTS

What do you like least about living DON'T ENOW/REFUSED. .... 1%

When you consider the property
taxes you pay and the gquality of
city ssrvices you recsive,
vou rate the general wvalue of city
services as sxcellent, good, only DON'T ENOW/REFUSED

or poor?

in Minnetonka?

PFOLICE/FIRE

If you could increase the property
tax levy, which ONE of these major
areas would you pricritize for the
increase — police and fire protect-
street malintenance,
or some other city service?

PARES AND TRAILS
OTHER SERVICE
OF ABOVE
DON'T ENOW/REFUSED

parks and (VOL) . ...

Would you faveor or opposSe an in—
crease in YOUR city property taxes
if it were neesded

to maintain city

services at their current level?

“OPPOSE, " ASK:
would you be willing to =see cut?

What service

£%; PDLRES,

UNSURE, 17%; NONE/CUT WASTE, S50%; POLICE,
5%; SCLTTERED,

NOTHING. - v i i i v et e v v e mm 24%
HIGH TRXES. ... ou e vnena 21%
LAZFE COF DIVEREITY..... 10%
TEAFFIC CCONGESTICN....14%
STREET MATNTENANCE..... 5%
LACE OF SIDEWALES..... 10%

LACE COF PUBLIC TERNSIT.3%
TOO MUOCH DEVELCOPMENT. .. 7%
NO ENTERTATHNMENT....... 3%
SCATTERED . v v v v s e v v v nmwn 3%




PROPERTY TAX SUPPORT - COMMUNITY SURVEY




WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Fourth year of a 5 to 6-year program to implement the public safety master plan

= Fire Department

Requesting 6 firefighters with projected hire dates of April 1
$837,000 cost for wages and gear
Last hiring was mid-2025

Public Safety Master Plan calls for a total of 24 firefighters to meet the community’s service
needs

12 hired to date with 6 additional proposed in both 2027 and 2028

SAFER grant has been applied for again this year; if awarded, all 12 would be hired in early
2027.



WHAT’'S IN THE BUDGET - WHAT DOES IT REPRESENT
= Police Department

Completed its hiring of personnel outlined in the public safety master plan in 2026

The plan also calls for enhancements to the department’'s Record Management System
(RMS)

= System went live in this past spring

= Financed through a 10-year lease that began in 2025

Police Department awarded nearly $1 million of Congressional Directed Spending (CDS) for
the conversion and installation of the RMS.

Grant will cover the installation costs that were added to the base lease payments in 2025,
2026 and 2027



WHAT’'S IN THE BUDGET - WHAT DOES IT REPRESENT
= Police Department (Continued)

Public safety master plan identified continued investment in emerging technologies to
Improve efficiencies and service delivery

Drones as First Responders (DFR) were not specifically identified in the plan, but given its
effectiveness in other cities, the city invested in this technology as an alternative to adding
sworn positions

DFRs have enhanced police and fire response by helping deploy appropriate resources to
calls for service and have reduced the need for additional retail crime detectives

Annual cost of the DFR program is $300,000 and is also finance by a 10-year lease
The 2027 General Fund cost after accounting for the CDS grant is $58,000

2028 police department budget will need an additional $242,000 to account for 2027 one-
time grant proceeds.



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Personnel

= Fourth and final year of non-union class and compensation study
Implementation

= Budget is built with 3% cost of living adjustment and 0 to 2% market value adjustment based
on bargaining unit or non-union wage scale

= General Fund impact of wages is $1. 5 million
= Personnel is over 78% of the General Fund expenditure budget
= Health insurance is increasing substantially

= |ncreases are split 50/50 between the city and its employees — city’s General Fund share is
$616,000

= City is out for bids to see determine if the market can provide more competitive rates



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Personnel (Continued)

= Workers’ Compensation is decreasing significantly for 2027
= Premiums are decreasing by 20%

= Reduction is driven by both the city’s experience rating and favorable claims and medical
costs

= Premium reductions are saving the city’s General Fund $296,000



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Personnel (Continued)

= Police department is requesting additional $120,000 in part-time wages to
Increase the hours of the real-time operation center to better align with call
volume
= Currently, two full-time employees staff the center M-F during normal business hours

= Additional part-time staffing would increase the hours of operation to align with service call
volume

= Reminder of the recent 2026 budget amendment at the July 27 council meeting,
accepting the two-year DPS Crisis Response Grant that provides funding for a

full-time behavioral health outreach specialist.
= Grant provides 100% funding for two years



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Personnel (Continued)
= Community Development is requesting a sustainability specialist to support the
sustainability commission and the current sustainability coordinator.

= Staff is determining if this would be a full or part-time position, estimated full-time cost is
$133,000

= Funding is proposed to be from the Environmental Recycling Fund and not the General Fund
and would be supported by user fees, which are estimated to be $2 per quarter per
household.



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Facility Improvements (Continued)

2026 budget and levy included year 1 of a 2-year plan to increase the levy by $405,000,
dedicated to facility improvements

$810,000 would service the annual debt payments on a $10 million bond issuance

Facility improvement identified in 2026 included the community center renovation and fire
station #2 improvements

On July 27, the council approved a resolution ordering the improvements to the community
center

= Renovation costs are estimated at $4.8 million, with funding through debt financing (year 1 of the
facility imp. levy.)



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Facility Improvements (Continued)

= Fire Station #2 improvements

Oldest of all 4 satellite stations, constructed in 1976, located in the Northeast quadrant of the city
near the Ridgedale area

Station was not designed to meet today’s 24-hour staffing model and does not meet industry
standards for employee safety and wellness

Refurbishing fire station #2 is not a long-term viable solution, rebuilding fire station #2 is estimated at
$13 million

Financing is challenging for this station and the other 3 satellite stations

City requested $5.5 million in state bonding dollars and was awarded $2.5 million, leaving a
financing shortfall of $10.5 million for station #2



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Facility Improvements (Continued)

= City pursued legislative approval to put a local sales tax on the ballot during the 2026
legislative session

= |f the sales tax was approved the legislature and ultimately the voters, a local sales tax would
supplant the need for a property tax levy to rebuild this facility

= Community survey results from this past spring indicate the public would strongly support a
local sales tax for the projects identified in the survey

= Projects in the survey and the legislative request included replacing fire stations #2 and #3, trail
expansion, The Marsh renovation and Opus area public space and park development

= Council has expressed their interest in pursuing local sales tax authority again in 2027



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Facility Improvements (Continued)

= Requesting to continue with the second year of the facility improvement property tax levy of
$405,000

= Annual allotment would total $810,000 in 2027

= |f alocal sales tax is successful and property tax dollars are not needed for fire station #2, additional
dollars could be redirected toward the community center for faster repayment, or saved for future
facility improvements including the Williston Fitness Center



WHAT'S IN THE BUDGET - WHAT DOES IT REPRESENT

= Other budget 2027 budget impacts
= $100,000 for costs associated with developing the 2050 comp plan
= $50,000 for anticipated increases in fuel costs
= $200,000 for fleet maintenance costs to better mirror actual costs
= $60,000 for consulting related to local sales tax promotion

= $10,000 related to new agenda software implementation related to digital accessibility
compliance

= Other General Fund expenditures are built assuming no increases in costs

= Grant funding has become a major contributor to the city’s budget

= Grants are helping the city achieve various desired outcomes identified in the strategic plan
while reducing pressure on property taxes and user fees



2027 LEVY ANALYSIS

Operational Levy (thousands 2026 2027

property taxes, current services

Staffing COLA/Market
Health Insurance
Workers’ Compensation

SubTotal
Ice Arena & The Marsh
Capital Improvement Program
Public Safety Investment
Facility Improvements

Total City Lev

HRA Lev

Total City Levies

$59,486

$59,486
$300

$55,424

$59,772
$1,535
$616
($296)
$61,627
$50
$500
$974
$405

$63,556
$225

$63,781

0.5%
2.6%
1.0%

(0.5%)
3.6%
0.1%
0.8%
1.6%
0.7%

6.8%
(25%)

6.7%



POTENTIAL 2027 PRELIMINARY TAX INCREASES

Woodbury
Bloomington
Brooklyn Park
St. Louis Park
Apple Valley s ssrae.
Shakopee NSRS
Lakeville Nammmmmmseammm
Burnsville mammmmmmsossmmmmmmmmmm
Minnetonka IEEEESEEENINENEET70%
Edina
Maple Grove

m Operations
m Public Safety
Debt Service
m Total City Levy % Change

Eagan
Plymouth

Eden Prairie

0% 9% 10% 15% 20%



HOMEOWNER IMPACTS

Single-household Residential
Lakeshore

Townhouses

Condominiums

Commercial

Industrial

Apartments

Other Property Types

Total Change

= Varying value changes amongst property types causes property tax burden to shift

= Median valued home increasing in value 5.8% to $549,000 will see an annual tax increase of $150

(7.4%)

Overall
Growth

6.6%
10.2%
2.1%
1.2%
1.4%
1.1%
5.3%
5.0%
5.2%

Total Change
(millions)

$504.4
$62.2
$17.6
$9.1
$23.3
$4.6
$93.8
$10.3
$725.3



HOMEOWNER IMPACTS

Tax Capacity by Property Class

100%
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20%
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0.34

0.57
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0.34

0.57

2017

0.32

0.59

2018

Residential

031 0.31 0.31

0.59 0.58 0.58

2019 2020 2021

Commercial/Industrial

0.27 0.26
0.61 0.61
2022 2023

m Apartments

0.26

0.61

2024

0.25

0.63

2025




HRA LEVY

= City’s first HRA levy began in 2009

= State law limits levies to a max rate of 0.0185% of city’s taxable market value
= Approximately $2.5 million for 2027

= EIP recommends reducing the 2027 HRA levy by $75,000 to $225,000

= Funding includes Minnetonka Home Enhancement, Welcome to Minnetonka and Homes Within
Reach

= Council reviewed the EIP on July 20, no recommended changes since that time



PRELIMINARY 2027 BUDGET

= General Fund Budget — Separate Attachment

= General Fund Budget Report as of June 30, 2026 — Separate Attachment
= Grant Dashboard




DISCUSSION QUESTIONS

= Does the city council support a base property tax levy increase of 6.1 percent, including 1.6
percent for the continued implementation of the public safety master plan?

= Does the city council support an additional 0.7 percent for facility improvements related to fire
station #2 improvements for a total levy of 6.8 percent.

= Does the city council agree that a total of $225,000 should be certified as the HRA preliminary
levy for 2027, which is the same levy amount presented at the EIP study session in July?
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