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Mission Statement

Organization Mission

Our mission is to provide excellent and quality services in partnership
with our citizens in the highest degree of professionalisnteardwork
supported by visionary leadership and planning with fiscal responsibility.

Value Statements

The following values are fundamental to the City of Hermantown and the
fulfillment of our mission:

1. Excellence and Quality in the Deliveryf Services

We believe that service to the public is our reason for being and
strive to deliver quality services in a highly professional and cost
effective manner.

2. Fiscal Responsibility

We believe that fiscal responsibjiand the prudent stewardship of
public funds is essential for citizen confidence in government.

3. Ethics and Integrity

We believe that ethics and integrity are the foundation blocks of
public trust and confidence and that all meaningéidtionships
are built on these values.

4. 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.

5. Positive Relations with the Community

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



Value Statements Continuedé

6. Professionalism

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

7. Visionary Leadership and Planning

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

8. Cooperation and Teamwork

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 is a Plan A form of government. A fivaember ouncil consisting

of a mayor and four councilors. Councilors serve-fgear terms; the

mayor is elected to a foyear term. City elections are held in even years.
The council may appoint independent boards and commissions, such as a
utilities commissdn, 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 govance of the city.

The City Administrator controls and directs the administration of the
CityGs affairs and supervises all departments and divisions. Activities are
managed through five departments, each with a supervisor appointed by
and reporting tehe 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 supervisors with the
exceptions of general administration and city clerk.



People of

i ) Hermantown ==l
! Lm’ -]
| A \ | 1
IPlanning & Zoning! 7 !
| Commission s ———— i
| | ' Engineer .
RS Mayor & ! !
: Park Board. | City Council e
| SR | | Planning & Zoning |
| | | Director 1
| Commission | | |
| | —_ -.] _____
= T City Administrator || 7~ 7 7 7
| Cable | | 1
| Commission | SRR |
| ESR RN | U cimimace st 1
I | | |
Police General
Department City Clerk Finance | Administration Public Works
Police
Administration Elections Accounting Utility Maintenance
Drug Investigations Records Budget Street Maintenance
Investigations Utility Billing Park Maintenance
School Liaison & Information Building
DARE Systems Maintenance
5 Year Capital
K9 I t Plan Cemetery
Patrot




City of Hermantown, Minnesota -
Community Profile

Hermantown, MM

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 Moody&s (Rating increase in 2005 from A3)

Educational Institutions
Independent School Distric780-1,980 Students
1 Elementary Schoéd40 Students
1 Middle Schooi800 Students
1 High School640 Students
Elections
5,392Registered Voter2006 GeneraElection
3,349Ballots Cast2006 GeneraElection
62 Percent Voting

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

Housing
Total Units-3,006as of April 20.

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



Municipal Water System-City of Duluth
The City of Hermantown purchases all drinkable water from the City of Duluth.
26 million gallons average annual water usage
750,000 Gallons System CapaetyWVater Storage Tanks
43 Miles of Water Mains
425 Hydrants for fire control

Police Protection
1 Station
13 Sworn Officers

Population - 8,942
Median Age- 38.3

Recreation
240 Acres City parks, playgrounds and playfields

Streets- 115 Miles



City of Hermantown, Minnesota

Budget Calendar

May 15 - June 16

Department Review

June 19 - July 7

Administrative Review & Departmental Meetings

August 1 Final date to receive noticification of LGA amounts for 2007.
August 7 - 21 Final Administrative Review & Departmental Meetings
August 21 Preliminary Budget Presentation to City Council

August 22 - September 8

Budget Revisions if Necessary

September 15

Preliminary Levy Due

November 27

Submit TNT Hearing Notice

December 4

Truth in Taxation

December 18

Budget Adoption

December 29

Prepare Budget Summary
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City Administrator
Budget Message

We respectfully submit for you consideration the recommended 2007 budget. The main
purpose of the budget system is accountability and the most important singlefoeason
budget system is control. Therefore, it is very important to understand if the city council
deems special projects beyond typical operations the budget determines the commitment
to these projects. The budget system list which projects or prograritstze active,
emphasized, or ignored given the limited resources available to the city.

The final budget submittal increases the general fund levy by 8.50% or $192,107 from
the previous yearGs levy, but the new construction value did offset the final impact were

the city tax rate deceased from the previous year. An $192,107 levy increase equates to
7.70% of the total general fund revenues.

The 20052006 Legislative Session adjourned without imposing any new ad valorem tax
restraint measures or loggvernment aid cutbacks. However, you did authorize the
completion of plans and specifications for an addition onto the current public safety
facility. The Department Heads were advised of this situation when sending out 2007
budget materials and 1&m happy to report each exerted some selposed budget

measures relating to budget growth.

The biggest area of change is coming from the volunteer fire department. Ron Minter,
Fire Chief did request compensation for the volunteers because of the canitmugase
calls. His request calculates to be $80,000 per year or | believe $18.00 per hour when a
firefighter is on call. Chief Minter anticipates 600 emergency response calls for year
2006. This request is a new program change and should be discudstdl.

The City of Hermantown continues to be a hotspot for residential and commercial
growth. From year 2000 to year 2005 the state demographer estimated an increase in
population of 895 residents or 10% of total city population. With this grolethlg
exceeding the county average, we all must realize the expectations of service demands
with development, which justifies reasonable tax levy growth.

Please call me if should have any questions or concerns relating to the preliminary
budget. Thisadministration shall continue reviewing expenditures and always look for
ways to reduce cost.

Sincerely,

Lynn Lander
City Adminstrator

11



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 financing uses, aagital 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 oftsdHrcing 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 are to be apdrthe 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 Fundi The general fund is the general operating fund of the @ityg.
used to account for all financial resources except those required to be accounted
for in another fund.

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

Debt Service Fund$ Debt service funds are used to account for the
accumulation of resources for, and the payment of, generatéomgdebt
principal, interest, and related cost.

Capital Projects Fund$ 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.

Proprietary Funds
Enterprise Fundsi Enterprise funds are used tocaunt for 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

12



depreciation) of providing goods or services to the general publicont@uing
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
accrua (i.e., when they become measurable and available). M easurabled means

the amount of the transaction can be determined and fiavail abled means collectible
within the current period or soon enough thereafter to be used to pay liabilities of
the current pead.

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.
Major revenus that are not susceptible to accrual include fees and miscellaneous
revenues; such revenues are recorded only as received because they are not
measurable until collected.

Expenditures are generally recognized under the modified accrual basis of
accountig when the related fund liability is incurred, except for principal and
interest on general loAgrm debt, which is recognized when due. Proprietary
funds are accounted for using the accrual basis of accounting. Revenues are
recognized when earned, aexppenses are recorded at the time liabilities are
incurred. Unbilled utility service receivables are recorded ateadr

Expenditure Object Classifications

Personal Services This object of expenditure includes expenses for salaries,
wages, and relatl 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.

Suppliesi This object of expenditure includes articles and comtiescthat are
consumed or materially altered when used.

Other Services & Charges This object of expenditure includes expenses for
services other than Personal Services that are required by the governmental unit in
the administration of its assigned @ions or which are legally or morally

obligatory to the city. Such services may be provided by some agency of the city
or by private business organizations.

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

13



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

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

14



City of Hermantown, Minnesota

2006 Statement of Accountdll Funds

For January 1, 2006 through October 31, 2006

101
230
231
235
236
240
250
251
255
260
270
301
308
309
310
311
312
313
314
350
401
402
404
450
550
601
602
605

T

und

General Fund

HEDA

Community Development

Park Dedication

Hermantown Wetland Fund
Sales Tax

Police - School Relations
Police Program

Unclaimed Property

Cable TV

Soccer Association

Equipment Debt Service

1998 Sales Tax Bond

2000 Utility Bond

1996 School Bond Issue

2002 Utility Bond

2003A Bond

2003B Refunding Bond

2005 Bond

Special Assessment Deficiency
General Capital Projects
Municipal State Aid Streets
Park Acquisition & Development
Non-Assessed Capital Projects
Sepcial Assessment Capital Projects
Water Enterprise

Sewer Enterprise

Street Lighting Utility

Total All Funds

Beginning Receipts Disbursements Ending
1,379,544 2,070,206 2,647,355 802,394
60,054 2,498 10,957 51,595
87,959 2,509 - 90,468
244,411 155,110 125,000 274,521
- 2,374 925 1,449
3,157,396 753,704 28,857 3,882,243
(23,626) 53,622 42,052 (12,056)
20,685 10,821 7,944 23,562
14,821 925 - 15,746
61,137 31,161 15,157 77,141
193,143 8,250 - 201,393
50,240 52,418 95,598 7,060
(6,087) (17,585) 341,935 (365,607)
(94,853) 16,483 212,506 (290,877)
1,915 58,788 50,079 10,623
358,393 64,172 362,915 59,650
280,446 88,513 285,368 83,592
(15,369) 46,477 179,699 (148,591)
193,703 70,867 120,547 144,023
351,085 5,717 - 356,802
713,362 45,789 222,499 536,652
40 982,361 1,062,844 (80,443)
(5,929) (372) - (6,301)
1,843,284 43,253 906,803 979,735
383,771 18,406 482,283 (80,106)
5,991,000 724,136 629,915 6,085,221
14,893,874 608,656 443,428 15,059,102
20,319 51,579 16,065 55,833
30,154,718 5,950,837 8,290,729 27,814,826
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City of Hermantown, Minnesota

2007 Budget Summary All Funds

(Excluding Capital Projects Funds)

Proposed 2007 Budget

All i Fund Revenue Summary

Other
Licenses Charges for Fines & Financing
Fund Taxes & Permits Intergov'tl  Services  Forfeits Miscellaneous Sources Total
General 2,238,990 179,350 685,494 38,400 47,000 81,000 86,000 3,356,234
Special Revenue 1,212,365 - - 52,530 6,500 189,450 15,000 1,475,845
Debt Service 92,494 - - - - 455,091 1,084,901 1,632,486
Enterprise 66,000 - - 1,559,408 - 115,624 - 1,741,032
Total 3,609,849 179,350 685,494 1,650,338 53,500 841,165 1,185,901 8,205,597
All 7 Fund Expenditure Summary
Other
Personal Services & Capital Financing
Fund Services Supplies Maintenance Outlay Uses Total
General 1,861,749 184,135 1,129,048 164,302 17,000 3,356,234
Special Revenue 97,923 4,045 31,520 11,000 1,050,143 1,194,631
Debt Service - - - - 1,857,859 1,857,859
Enterprise 387,356 79,750 1,109,742 68,500 32,350 1,677,698
Total 2,347,028 267,930 2,270,310 243,802 2,957,352 8,086,422

The budget is a blueprint for City services and plans for fiscal year 2007. The
purpose of the budget is to communicate the financial plans of thariitys
allocation of resources.

The budgeted revenues, including transfers in, for all funds (excluding capital
project funds) total $8,205,597. Appropriations for the same funds total
$8,086,422.

The General Fund is balanced, with revenues equeddenditures.
The Special Revenue Funds revenues of $1,475,845 are $281,214 more than
budgeted expenditures of $1,194,631. This is primarily due tBaHe

Dedication andbales Tax fung] however, this excess the sales tax fundil |
decrease as msales tax revenu®gll cover futuredebt servicgpayments

16



Debt Service Funds revenues of $1,632,486 fall short $225,373 of the budgeted
expenditures of $1,857,859. The shortage arises from the timing difference in
special assessment receipts andditiat service expenditures. There are many
special assessments that have been prepaid and reduce the amount of annual
revenues. Any permanent shortages in debt services will first be covered by the
special assessment deficiency fund.

The Enterprise Fundsudgeted revenue of $1,741,032 and expenses of

$1,677,698 would result in an increase of $63,334. Depreciation has not been
budgeted for 2007, but it does include capital outlay expenses.

Revenues

The four largest sources of revenue from all fusdduding transfers in are
described below:

1 The largest source of revenue is property taxes oB8$284 comprising
28 percent of total revenues.

1 Utility fees for water, sewer, and street lighting & signalization account
for 19 percent of the totaévenues totaling $1,559,408.

1 Sales & use taxes account total $1,183,365, or 14 percent.

1 Intergovernmental revenues of $685,494 account for 8% of total revenues.
The city will see an increase in local government aid for 2007 of $52,552.

17



2007 BudgetedRevenues
All Budgeted Funds
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2007 Budgeted Appropriations by Category

The City& expenditures are budgeted in five major spending categories: personal
services, supplies, services and maintenance, capital outlay, and othengnanci
uses (includes transfers and debt service). The following chart shows the
breakdown of expenditures by category for all funds excluding capital projects
funds.

Personal Service

Other Financini
29%

Uses
37%

Supplies
3%
Capital Outla
3% Services &

Maintenanct
28%
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2007 Budgeted Revenues
General Fund

The general fund revenue soes have changed in recent years as a result of
legislative actions. The following graph illustrates the change in general fund
revenues (2006 & 2007 are based on budgeted revenues):
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The following chart shows the 2007 general fund budgeted revegsEsirce:
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